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Key Takeaways

e The Covid-19 recession is hitting employment harder than GDP: we are losing less output than
the job numbers suggest.

e Low income workers will be hardest hit, and the CARES Act will mitigate some, but not all,
of the effects.

Significant attention has been focused on the devastating loss of jobs in recent weeks. There are
clear losses to restaurants, in-person entertainment, and travel and tourism. But focusing on the
employment figures yields a more negative outlook than looking at the overall economic picture.

Sectors Have Differing Responses

The effects of the Covid-19 virus and the subsequent lockdowns are likely to differentiate among
sectors. Expected to be the hardest hit will be those sectors that are negatively affected by social
distancing: public transportation and air travel; retail services in bricks and mortar stores; and
leisure services, including hospitality and entertainment. Other sectors that could be hard hit
include construction and mining, including oil and gas.

Other sectors should be far less vulnerable than average. Federal workers and the education and
health care sector are unlikely to shed as many workers. Production of food and beverages along
the supply chain should also have lower vulnerability to layoffs.

And there are sectors that are likely to be moderately affected, such as financial services. Still other
categories are mixed at the available reporting level, such as general merchandise, which includes
both department stores (shedding workers) and online retailers (hiring thousands).
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Labor Intensity, Value Added and Wages

The U.S. Bureau of Economic Analysis provides data on the value added by each sector; this is each
sector’s contribution to economic activity, or GDP. Sectors vary in their value added per worker.
For example, financial, oil and gas, and internet companies typically yield high value added per
worker, while arts and entertainment and food services yield relatively low value added per worker.
Sector value added is generally positively correlated with sector average wages.

The low value-added sectors are also often those that are labor intensive. For example, food
services contribute 2.26% of GDP while employing 8.8% of private nonfarm workers.'

The Most Vulnerable Sectors are Relatively Small but Labor Intensive

Below, we have combined the impact on

. . VA per
sectors — high, low, and mixed levels of Sector Payrolls, person,
vulnerability to the Covid-19 lockdown — Vulnerability share $000

and the value-added and payroll share by

Low 35 32 153
group.?2 We find that sectors that are highly
vulnerable make up a relatively small share Mixed 55 49 161
(11 percent) of total GDP, but nearly double High 11 19 79

the share of workers (19 percent).

Total 100 100 143

As a result, employment is likely to be ]
Columns may not add to 100 due to rounding.

hit harder than economic growth and Source: Bureau of Economic Analysis, Moody’s, Oxford
focusing solely on employment activity Economics and MetLife Investment Management
may cause observers to overestimate the

impact of Covid-19 on the U.S. economy.

One countervailing issue is the disproportionate effect on these low-value-adding workers. They
are among the lowest-wage workers. These vulnerable workers are most likely to face severe
hardship. Although many will see income support from the CARES Act which provides increased
unemployment benefits plus a stimulus check, there could still be some net loss to incomes.

There will be several weeks’ delay between the lockdown and the stimulus checks’ arrival, and

not all workers are covered by the CARES Act. Normally, the fact that low wage workers are more
inclined to spend all their money (i.e. put their money straight back into the economy), means that
they do not vary their consumption much. In the current environment, the income disruption means
that they have more power to slow U.S. consumption growth than the average worker.

Endnotes
"Department of Commerce/Bureau of Economic Analysis, Department of; annualized Q4 2019 data.

2 Sector categorization made with input from studies by Moody’s and Oxford Economics.

Author

&

TANI FUKUI
Global Economic & Market Strategy




About MetLife Investment Management

MetLife Investment Management (MIM)," MetLife, Inc’s (MetLife’s) institutional investment
management business, serves institutional investors by combining a client-centric approach with
deep and long-established asset class expertise. Focused on managing Public Fixed Income,
Private Capital and Real Estate assets, we aim to deliver strong, risk-adjusted returns by building
tailored portfolio solutions. We listen first, strategize second, and collaborate constantly as we
strive to meet clients’ long-term investment objectives. Leveraging the broader resources and
150-year history of the MetLife enterprise helps provide us with deep expertise in navigating ever
changing markets. We are institutional, but far from typical.

For more information, visit: metlife.com/investmentmanagement

' MetLife Investment Management (“MIM”) is MetLife, Inc’s institutional management business and the marketing name for
the following affiliates that provide investment management services to MetLife’s general account, separate accounts and/
or unaffiliated/third party investors: Metropolitan Life Insurance Company, MetLife Investment Management, LLC, MetLife
Investment Management Limited, MetLife Investments Limited, MetLife Investments Asia Limited, MetLife Latin America
Asesorias e Inversiones Limitada, MetLife Asset Management Corp. (Japan), and MIM | LLC.

Disclosure

This document has been prepared by MetLife Investment Management (“MIM”) solely for informational purposes and does not
constitute a recommendation regarding any investments or the provision of any investment advice, or constitute or form part

of any advertisement of, offer for sale or subscription of, solicitation or invitation of any offer or recommendation to purchase

or subscribe for any securities or investment advisory services. The views expressed herein are solely those of MIM and do not
necessarily reflect, nor are they necessarily consistent with, the views held by, or the forecasts utilized by, the entities within the
MetLife enterprise that provide insurance products, annuities and employee benefit programs. The information and opinions
presented or contained in this document are provided as the date it was written. It should be understood that subsequent
developments may materially affect the information contained in this document, which none of MIM, its affiliates, advisors or
representatives are under an obligation to update, revise or affirm. It is not MIM’s intention to provide, and you may not rely on
this document as providing, a recommendation with respect to any particular investment strategy or investment. The information
provided herein is neither tax nor legal advice. Investors should speak to their tax professional for specific information regarding
their tax situation. Investment involves risk including possible loss of principal. Affiliates of MIM may perform services for, solicit
business from, hold long or short positions in, or otherwise be interested in the investments (including derivatives) of any company
mentioned herein. This document may contain forward-looking statements, as well as predictions, projections and forecasts of
the economy or economic trends of the markets, which are not necessarily indicative of the future. Any or all forward-looking
statements, as well as those included in any other material discussed at the presentation, may turn out to be wrong.
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