July 25, 2023

The Honorable Jerome Powell

Chair

Board of Governors of the Federal Reserve
System

20th Street and Constitution Avenue NW
Washington, DC 20551

Dear Chair Powell,

I write regarding my concern about the recent surge in Black unemployment — “a
development some economists worry may be a ‘canary in the coal mine’”" — and the grave
risk that resuming interest rate hikes this month could further derail the labor market for Black
Americans. I urge you to consider the disproportionate impacts of the Federal Reserve’s
(Fed’s) monetary policy on Black workers and maintain the pause on needless rate increases
that threaten the economy.
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Black workers have seen extraordinary labor market gains since the height of the pandemic.?
Since peaking at 16.8 percent in May 2020, the unemployment rate for Black Americans
steadily declined to a record low of 4.7 percent in April 2023 — the first time that Black
unemployment has ever fallen below 5 percent since official records began more than 50
years ago.> While this remained higher than the overall and white unemployment rates, the
persistent gap between Black and white unemployment fell to an all-time low of 1.6
percentage points, down from 3.0 percentage points in February 2020 before the pandemic.
In March, the employment-to-population ratio — which measures the share of people
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employed relative to the working-age population — for Black Americans exceeded the ratio for
white Americans for the first time on record.’

In recent months, however, the labor market for Black Americans has materially worsened.
Black unemployment has increased at an alarming pace since April, jumping 1.3 percentage
points to 6 percent in June — “the largest two-month increase outside the pandemic in 14
years.”® Consequently, the Black-white unemployment gap has widened such that Black
unemployment is back to being nearly double that of white unemployment.’ In fact, of the
nearly 300,000 people who have joined the ranks of the unemployed between April and June,
Black workers account for nearly 90 percent.® Meanwhile, the number of employed Black
Americans, which hit a record-high in March, fell for the third consecutive month in June,
resulting in 635,000 fewer employed Black Americans than there were three months ago.’
Black Americans “were the only major racial or ethnic group to experience a net drop in
employment over the past three months”!°
participation.!!

and to have seen declines in their labor force

This recent data is alarming and underscores the dangers of the Fed’s aggressive rate-hike
campaign. Extensive research shows that Black workers are usually among the first to lose
their jobs when the labor market falters.'? Accordingly, sharp increases in Black
unemployment can be “a strong predictor of an impending recession.”!* As one economist
noted, when the Fed hikes interest rates, “it does tend to disproportionately impact workers
who face more barriers to opportunity, who are more marginalized. And so that means,
plainly put, that when the Federal Reserve keeps raising interest rates, that will
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disproportionately hurt Black workers.”'* The consequences for Black women are particularly
severe: the “glaring wage gap between Black women and nearly every other demographic
group means that when they lose work, they have less socked away to cushion against a job

loss, and the pain is felt more sharply.”!?

The Fed’s threat to inflict further harm to Black workers by resuming interest rate hikes is
even more wrongheaded in light of other economic developments. The headline inflation rate
last month “plummeted to 3 percent, just a third of its 9.1 percent peak last summer,” while
other inflation measures are “showing notable signs of coming down.”!® The continued
progress on inflation has been broad-based as “gas prices have dropped, grocery costs have
risen more slowly and used cars have become less expensive.”!” Moreover, as you noted in
your June press conference, the “U.S. economy slowed significantly last year” and Fed
policymakers “generally expect subdued [economic] growth to continue” as “[h]igher interest
rates and slower output growth” weigh on business investment and the housing market. '8
Analysts note that the slowing economy remains vulnerable to shocks, including renewed
instability in global supply chains following Russia’s decision to end a grain-export deal with
Ukraine and the looming resumption of student loan payments for more than 40 million
Americans, which “could be enough to knock the recovery off course.”!® Even so, Fed
policymakers are predicting at least two more interest rate increases by the end of the year and
an increase in the unemployment rate of 0.5 percentage points to 4.1 percent.?
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In your June press conference, you reiterated your commitment to interpreting the Fed’s
maximum employment mandate as a “broad and inclusive goal.”?! Yet the Fed’s aggressive
rate hikes disproportionately threaten Black workers and their families and risk fully reversing
the extraordinary labor market gains we have seen over the economic recovery from the
pandemic. I urge you to maintain the pause on interest rates hikes and fulfill your
commitment to achieving maximum employment that is as broad and inclusive as possible.

Thank you for your attention to this matter.

Sincerely,

Chair
Subcommittee on Economic Policy

U.S. Senate Committee on Banking, Housing,
and Urban Affairs
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