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demographic groups that account for a disproportionate share of new
immigrants, such as young Hispanics. Because these groups have higher than
average labor force participation and unemployment rates, we expect the
revisions to increase the participation rate by 11bp and the unemployment rate
by 4bp through a composition effect.
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Revised Immigration Estimates Will Close Much of the Payroll-Household
Employment Growth Gap in January

On February 7, the Bureau of Labor Statistics (BLS) will publish the January employment
report, which will include an annual benchmark revision to the household survey. This
benchmark revision will re-anchor the survey’s civilian noninstitutional population count
to the newly released Census population estimate, resulting in revisions to the levels of
the labor force, household employment, and other indicators.

In our prior reports (here and here), we argued that Census had severely understated
population growth over the past few years because its immigration estimates for
2023-2024 were based on lagged migration information from the 2022 American
Community Survey (ACS) and therefore failed to capture the recent immigration surge.
In a December update, Census revised its estimation method, incorporating information
from the newly released 2023 ACS and alternative administrative records.

Following this update, Census revised up its net immigration estimates for July 2021 —
July 2024 by a total of 3.5mn." Exhibit 1 shows that these new estimates now align
closely with our estimates of net immigration for the same periods. In a January update,
the Congressional Budget Office (CBO) revised down their net migration estimate for
July 2023 - July 2024 to 3mn from 3.3mn previously, in line with our current

outstanding estimate for this period.

Exhibit 1: In a December Update, Census Revised Up Its Net Immigration Estimates for 2021-2024 by a Total
of 3.5mn; The New Estimates Now Align Closely With Our Own Estimates of Net Immigration for the Past 4

Years
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*CBO only publishes annual estimates of net immigration. To make them comparable to Census estimates, we take
the weighted average (0.5*CBO net immigration from the prior year + 0.5*CBO net immigration from the current
year).

Source: Census Bureau, Congressional Budget Office, Goldman Sachs Global Investment Research

Exhibit 2 shows that Census also revised up its yearend total population growth

" Inthe 2023 Vintage, Census did not explicitly publish an estimate of the net immigration for July 2023 —
July 2024. But Census implicitly assumed that the net immigration for 2024 would remain the same as 2023
when projecting 2024 population growth in its 2023 Vintage.
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estimates for 2021-2024 by the same amount. The revised estimates are similar to our
own standing estimates. Census appeared to recognize the recent sharp slowdown in
monthly immigration and penciled in a more normal population growth rate of 1.9mn for
2025. We expect the household survey will also use this realistic population growth
assumption in its estimates over the course of 2025.

Exhibit 2: The Revised Census Population Growth Estimates for 2021-2024 Are Much Higher and Close to
Our Estimates
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Source: Census Bureau, Goldman Sachs Global Investment Research

Historically, the revision to the civilian noninstitutional population in the household
survey of the employment report has mirrored the revision to Census’ yearend
population estimate (Exhibit 3). We therefore expect the civilian noninstitutional
population in January 2025 to jump by 3.5mn more than trend population growth. A
revision of this magnitude would mark the largest upward revision in the history of the
survey. The pre-2025 data should remain unchanged because the household survey
does not revise prior years.
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Exhibit 3: The Household Survey’s Estimate of the Civilian Noninstitutional Population Should Jump by
3.5mn More Than Trend Population Growth in January, Reflecting the New Census Estimate, but Pre-2025
Data Will Not Be Revised

Millions = Census Population Revision Millions
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««+++ Household Survey Benchmark Revision to Civilian
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*January population growth, relative to average growth of prior 6 months.

Source: Census Bureau, Goldman Sachs Global Investment Research

According to a published 2024 methodology note, Census will allocate the total
population increase across demographic groups appropriately so that the revised
population estimates reflect the current demographic composition of the US. Census
uses age, gender, ethnicity, and state characteristics to classify a demographic group,
but it does not use immigration status or foreign vs. native-born to define groups.

Specifically, to adjust the population size for each demographic group, the methodology
note indicates that Census will first assess the demographic composition of recent
immigrants using a sample of migrants who arrived in the US during 2019-2023 from the
2023 ACS. Then, Census will use this distribution to assign the 3.5mn additional people
to state/age/gender/ethnicity groups in the household survey.

Exhibit 4 shows that these immigrants, as reported in the 2023 ACS, are more likely to
be young Hispanics or young Asians than the average population. As a result, the
revision should disproportionately boost the population sizes of these specific
demographic groups in the household survey.
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Exhibit 4: Recent Inmigrants Are More Likely to Be Young Hispanics or Young Asians

Sgercent m Demographic Composition of Recent Immigrants* Percen;o
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*Census uses a sample of immigrants who arrived in the last 5 years from the 2023 American Community Survey to determine the
demographic composition of recent immigrants.

Source: Census Bureau, Goldman Sachs Global Investment Research

This also means that the revision will have a composition effect on a set of ratio
variables like the labor force participation rate and the unemployment rate. Exhibit 5
shows that young Hispanics and young Asians have higher labor force participation rates
and higher unemployment rates than the population average. As a result, a
disproportionate increase in the population size of these groups will boost the aggregate
labor force participation rate and unemployment rate.

Exhibit 5: Young Hispanics and Young Asians Tend to Have Higher Labor Force Participation Rates and Higher Unemployment Rates Than
the Population Average
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Source: Census Bureau, Goldman Sachs Global Investment Research

Taken together, we estimate that the annual benchmark will lead to upward revisions to
the total labor force (+2.5mn), employment (+2.3mn), labor force participation rate
(+11bp), and unemployment rate (+4bp), as Census re-distributes the extra 3.5mn
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people to each state/gender/age/ethnicity group according to the demographic
composition of recent immigrants reported in the 2023 ACS.

Exhibit 6: We Expect Upward Revisions to the Total Labor Force (+2.5mn), Employment (+2.3mn), Labor
Force Participation Rate (+11bp), and Unemployment Rate (+4bp)
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Source: Goldman Sachs Global Investment Research
This large upward revision to household employment will close about three-quarters of

the gap between reported payroll and household employment growth since the end of
2020 (Exhibit 7).

Exhibit 7: The Revision Will Close About Three-Quarters of the Gap Between Payroll and Household
Employment Growth Since the End of 2020

Millions Payroll and Household Employment Growth Since the End of 2020 Millions
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Payroll Employment Growth Dec Household Employment Growth,  GS Estimate of Household

20 - Dec 24 Payroll-Concept Adjusted, Dec  Employment Growth, Payroll-
20 - Dec 24 Concept Adjusted, Dec 20 - Jan
25*

*We assume employment growth in the Household Survey from Dec 24 to Jan 25 is zero to make it comparable to the
other two cumulative sums. We label the estimate through Jan 25 because the revision will only affect the series starting
in Jan 25 and the prior numbers will not be revised.

Source: Census Bureau, US Bureau of Labor Statistics, Goldman Sachs Global Investment Research

The revisions to the ratios might not be perfectly accurate because Census does not
account for immigration status or nativity in its classification of demographic groups
when it allocates the population revision. A +4bp revision to the aggregate
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unemployment rate would be approximately accurate, we think, because the
unemployment rate of young Hispanics happens to exceed the population average by
roughly the amount as that of recent immigrants. However, the +11bp revision to the
labor force participation rate is likely an overstatement because new immigrants tend to
have a lower labor force participation rate in their very first years in the country than
non-immigrants who otherwise match their demographic characteristics.

Elsie Peng
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This research is focused on investment themes across markets, industries and sectors. It does not attempt to distinguish between the prospects or
performance of, or provide analysis of, individual companies within any industry or sector we describe.

Any trading recommendation in this research relating to an equity or credit security or securities within an industry or sector is reflective of the
investment theme being discussed and is not a recommendation of any such security in isolation.

This research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be
illegal. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of
individual clients. Clients should consider whether any advice or recommendation in this research is suitable for their particular circumstances and, if
appropriate, seek professional advice, including tax advice. The price and value of investments referred to in this research and the income from them
may fluctuate. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur.

14 January 2025 9


https://www.gs.com/disclosures/europeanpolicy.html
https://www.sipc.org

Goldman Sachs US Daily

Fluctuations in exchange rates could have adverse effects on the value or price of, or income derived from, certain investments.

Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors.
Investors should review current options and futures disclosure documents which are available from Goldman Sachs sales representatives or at
https://www.theocc.com/about/publications/characterrisks.jsp and
https://www.fiadocumentation.org/fia/regulatory-disclosures_1/fia-uniform-futures-and-options-on-futures-risk-disclosures-booklet-pdf-version-2018.
Transaction costs may be significant in option strategies calling for multiple purchase and sales of options such as spreads. Supporting documentation
will be supplied upon request.

Differing Levels of Service provided by Global Investment Research: The level and types of services provided to you by Goldman Sachs Global
Investment Research may vary as compared to that provided to internal and other external clients of GS, depending on various factors including your
individual preferences as to the frequency and manner of receiving communication, your risk profile and investment focus and perspective (e.g.,
marketwide, sector specific, long term, short term), the size and scope of your overall client relationship with GS, and legal and regulatory constraints.
As an example, certain clients may request to receive notifications when research on specific securities is published, and certain clients may request
that specific data underlying analysts’ fundamental analysis available on our internal client websites be delivered to them electronically through data
feeds or otherwise. No change to an analyst’s fundamental research views (e.g., ratings, price targets, or material changes to earnings estimates for
equity securities), will be communicated to any client prior to inclusion of such information in a research report broadly disseminated through electronic
publication to our internal client websites or through other means, as necessary, to all clients who are entitled to receive such reports.

All research reports are disseminated and available to all clients simultaneously through electronic publication to our internal client websites. Not all
research content is redistributed to our clients or available to third-party aggregators, nor is Goldman Sachs responsible for the redistribution of our

research by third party aggregators. For research, models or other data related to one or more securities, markets or asset classes (including related
services) that may be available to you, please contact your GS representative or go to https://research.gs.com.

Disclosure information is also available at https://www.gs.com/research/hedge.html or from Research Compliance, 200 West Street, New York, NY
10282.

© 2025 Goldman Sachs.

You are permitted to store, display, analyze, modify, reformat, and print the information made available to you via this service only for your own use.
You may not resell or reverse engineer this information to calculate or develop any index for disclosure and/or marketing or create any other derivative
works or commercial product(s), data or offering(s) without the express written consent of Goldman Sachs. You are not permitted to publish, transmit,
or otherwise reproduce this information, in whole or in part, in any format to any third party without the express written consent of Goldman Sachs.
This foregoing restriction includes, without limitation, using, extracting, downloading or retrieving this information, in whole or in part, to train or
finetune a machine learning or artificial intelligence system, or to provide or reproduce this information, in whole or in part, as a prompt or input to any
such system.
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