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Millions of New Claims Suggest the Unemployment Rate Will Skyrocket

The Department of Labor announced Thursday that almost 3.3 million Americans filed new
unemployment claims last week. This is more than fifteen times higher than the 218,000 average
weekly claims over the past six months and five times higher than the 665,000 new filers in the
worst single week of the Great Recession.?

The spike in new claims suggests that the U.S. unemployment rate has risen more than two
percentage points to 5.7 percent in only two weeks. Moody’s projects that unemployment could
reach 10 percent by the end of the second quarter while the Federal Reserve Bank of St. Louis
estimates it may reach 30 percent by that time, worse than the almost 25 percent peak
unemployment rate during the Great Depression.?
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The report substantially understates the number of newly unemployed American workers

Gig workers and independent contractors who lost work did not qualify for unemployment
benefits and so are not counted in today’s numbers (legislation passed by Congress and headed to
the White House today will make them eligible for benefits until December 2020). Moreover,
many recently unemployed workers were not able to file last week due to packed offices, jammed



phone lines and crashing websites.® It is anticipated that there could be a very large second wave
of initial claims next week.

The unemployment rate is expected to at least triple

e Moody’s Analytics projects the unemployment rate will climb from the current rate of 3.5
percent to above 10 percent.*

e The Economic Policy Institute estimates 14 million job losses by June, even with $1
trillion in stimulus.®> The unemployment rate would reach 12 percent.

e Morgan Stanley estimates that 17 million jobs could be lost through May and the
unemployment rate will reach 12.8 percent in the second quarter.®

e Economists at the St. Louis Federal Reserve estimate that as many as 47 million workers
could lose their jobs in the second quarter of this year, with the unemployment rate
reaching 32.1 percent.’

Economists express alarm at the millions of new claims

“This is an impossible-to-comprehend number. We just wiped out a year and a half of job
growth.” — Martha Gimbel, Manager of Economic Research at Schmidt Futures®

"... as today's report shows, the coronavirus outbreak is economically akin to a major hurricane
occurring in every state around the country for weeks on end.” — Daniel Zhao, Senior Economist
and Data Scientist at Glassdoor®

“We haven’t seen this big of a free fall before...Not even during the Depression... It’s really like
an instant Great Recession.” — Keith Hall, former CBO Director®

“We have lost a scale to plot the surge in claims. Even other recessions look like a cake walk,” —
Diane Swonk, Chief Economist at Grant Thornton*!

“Bear in mind that at the absolute worst of the Great Recession we were losing 800,000 jobs *per
month*. So this at least an order of magnitude worse.” — Paul Krugman, New York Times
columnist and Nobel Memorial Prize Laureate in Economic Sciences'?

“l have been a labor economist for a very long time and have never seen anything like this.” —
Heidi Shierholz, Director of Policy at Economic Policy Institute and former DOL Chief
Economist!?

“A large part of the economy just collapsed.” — Ben Herzon, IHS Markit Executive Director*
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