
One of the biggest puzzles of the last year has been that the labor market hasn

continued to rebalance and the unemployment rate has increased somewhat
despite surprisingly strong payroll growth and GDP growth. The explanation
appears to partly be that elevated immigration has boosted labor force growth
and, by extension, potential GDP growth.

Recent studies suggest that Census data used for the household survey of then

employment report understated immigration in 2023. We estimate that
immigration was 1½mn above the trend of roughly 1mn per year in 2023, which
implies an 80k boost to the monthly breakeven rate of job growth to 155k. We
expect immigration to be about 1mn higher than usual this year, implying
breakeven job growth of around 125k and a 0.3pp boost to potential GDP growth
in 2024 from faster labor force growth.

We have updated our payrolls and GDP forecasts to incorporate the ongoingn

boost from above-trend immigration. We now expect payroll growth to average
175k/month this year and slow to 150k/month by year-end, though we expect
this to only lower the unemployment rate a touch to 3.8% by year-end.  We have
also raised our 2024 real GDP growth forecast by 0.3pp to +2.4% on a Q4/Q4
basis (or +2.7% on a full-year basis), mostly by upgrading consumption growth.
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Upgrading Our GDP and Payrolls Forecasts to Reflect Elevated Immigration 

One of the biggest puzzles of the last year has been that the labor market has continued 
to rebalance and the unemployment rate has increased somewhat despite surprisingly 
strong payroll growth and GDP growth. The explanation appears to be that elevated 
immigration has boosted labor force growth and, by extension, potential GDP growth. In 
today’s note, we estimate the impact of elevated immigration on potential job growth 
and potential GDP growth in 2023 and 2024. 

One likely reason why GDP growth was stronger in 2023 is that immigration ran well 
above the recent historical average, boosting the size of the labor force and potential 
GDP. Recent studies, including one from the Congressional Budget Office, suggest that 
immigration was as much as 3½mn in total or 2½mn above trend.1 While we have less 
confidence in some aspects of CBO’s methodology for estimating unauthorized 
immigration, we nonetheless estimate that immigration was around 2½mn in 2023, well 
above the 1.6mn level implied by the change in the foreign-born population in the 
household survey. We expect tighter policy to slow immigration somewhat ahead of the 
election and assume that it will total 2mn (or 1mn above trend) this year. 

Our estimate that immigration was 1½mn above trend last year implies that the monthly 
breakeven rate of job growth needed to stabilize the unemployment rate was about 80k 
(1½mn divided by 12 months times a participation rate for recent immigrants of 66%) 
above the normal pace of 75k, or around 155k. Our assumption that immigration will 
remain about 1mn above trend this year implies that the monthly breakeven rate will be 
roughly 50k above normal, or around 125k. Our estimate of the normal breakeven rate 
assumes that the participation rate evolves in line with normal demographic trends. 
However, last year, the participation rate rose sharply against the modest decline implied 
by demographics, contributing to the increase in unemployment despite payroll gains 
meaningfully above our 2023 estimate of the breakeven rate that corresponds to the 
purely demographic participation trend. 

Our estimates imply that above-trend immigration will boost potential GDP growth by 
0.3pp in 2024. Together with economywide productivity growth of 1½% and a 0.3pp 
contribution from labor force growth implied by demographic trends and historically 
average net migration, we estimate that potential GDP growth will be roughly 2.1% in 
2024 (Exhibit 1). 

1  Wendy Edelberg and Tara Watson, “New Immigration Estimates Help Make Sense of the Pace of 
Employment,” 2024 and Congressional Budget Office, “The Demographic Outlook: 2024 to 2054,” 2024.
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We have updated our payrolls and GDP forecasts to incorporate the ongoing boost from 
above-trend immigration. We now expect payroll growth to average 175k/month this 
year and slow to 150k/month by year-end, though we expect this to only lower the 
unemployment rate a touch to 3.8% by year-end because the breakeven rate should also 
remain elevated. 

We have also raised our 2024 real GDP growth forecast by 0.3pp to +2.4% on a Q4/Q4 
basis (or +2.7% on a full-year basis) to account for the boost to potential growth from 
increased labor supply, mostly by upgrading consumption growth. On a full-year basis, 

Exhibit 1: We Estimate That Elevated Immigration Will Boost Potential GDP Growth by 0.3pp to 2.1% 
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Exhibit 2: We Expect Payroll Growth to Slow to 150k/Month but Remain Above Our 125k/Month Estimate of 
the Breakeven Rate This Year 
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we forecast GDP growth of 2.7%. Our updated forecast broadly aligns with a simple 
top-down approach to estimating GDP growth, combining our updated estimate of 
potential growth (2.1%) with the sum of our estimates of the fiscal (-0.2pp) and financial 
conditions (+0.5pp) impulses for this year. 

Increased immigration helps to explain the 0.5pp rise in the unemployment rate from 
last year’s low, both through the boost to labor supply and through a compositional 
effect. The left panel of Exhibit 4 shows that the recent increase in the unemployment 
rate has been led by a higher unemployment rate amongst foreign-born workers, which 
itself likely reflects the combination of elevated immigration and a higher rate of 
unemployment amongst recent immigrants (right panel). This implies that the increase 
in unemployment over the last year mostly reflected an increase in labor supply from 
new immigrants, which is unlikely to trigger a vicious cycle of job loss, income loss and 
further unemployment that is typically associated with increases in the unemployment 
rate. 

An increase in unemployment due to recent immigration could also potentially explain 
part of the divergence between unemployment in the household survey and the signal 
from layoff indicators—such as jobless claims and the JOLTS layoff rate—which remain 
low. 

Exhibit 3: We Are Raising Our 2024 Q4/Q4 GDP Growth Forecast to 2.4% 
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We also suspect that the recent surge in immigration has contributed to the divergence 
between the measures of employment derived from the household and establishment 
surveys. The household survey’s unrealistically low estimate of immigration has likely led 
it to understate job creation over the last year. While the establishment survey probably 
provides an incomplete count of employment of unauthorized immigrants, it is less 
directly affected by underestimates of immigration. In any case, we suspect that both 
estimates of employment growth are likely too low because of measurement challenges 
related to elevated immigration. 

Ronnie Walker

Exhibit 4: The Recent Increase in the Unemployment Rate Has Been Driven by Foreign-Born Workers, Especially Recent Immigrants 
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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/character-risks.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. 

© 2024 Goldman Sachs. 

No part of this material may be (i) copied, photocopied or duplicated in any form by any means or (ii) redistributed without the prior written 
consent of The Goldman Sachs Group, Inc.  
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