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SENTIMENT DATA POINT TO 

COOLING LABOUR MARKETS  

AN OXFORD ECONOMICS AND PENTA STUDY

EXECUTIVE SUMMARY 

Labour markets across a range of advanced economies are cooling rapidly according to a unique 

dataset developed by Oxford Economics and Penta. Over the coming months, as the official data 

confirm this trend, it will help to alleviate central bankers’ concerns that inflation is becoming 

entrenched. With that risk fading, the end of the rate hiking cycle in most advanced economies will 

come into view.  

Utilising daily sentiment data constructed using natural language processing of 400,000 text sources 

across a wide range of countries, languages, and topics, we are able to pinpoint economic turning 

points in real time across a range of economies. 

Our analysis identifies a synchronised cooling of employment growth over recent weeks in the 

advanced economies. However, the extent of the slowdown is not uniform. Based on our indicator, the 

UK and France are already seeing falling employment. Elsewhere in Europe, labour markets in 

Germany and Italy are cooling rapidly, albeit from stronger starting points. Meanwhile in the US the 

slowdown in employment growth is far more gradual, suggesting the Federal Reserve may have 

further to go before it can pause the tightening cycle.  

Wage growth does not yet seem to be slowing.  This is not that surprising as wages are typically 

stickier than employment. Comfortingly, sentiment data suggest there is little evidence that the 

prolonged period of elevated inflation has led to a reacceleration of wage growth in most countries.   

Facing a weaker labour market and elevated inflation, consumer sentiment based on our measure is 

deteriorating quickly and points to a pullback in spending over the winter. Consistent with this, our 

data show that recession concerns are the highest they have been since the pandemic.  

Overall, our unique dataset suggests that labour markets globally are finally starting to respond to the 

tightening in financial conditions. Monitoring how sentiment develops in the coming months will be 

crucial as the impact of more recent interest rate hikes is felt in the economy.
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A UNIQUE DATASET 

Oxford Economics has come together to form a partnership with Penta to 

exploit the insights available from alternative data. Penta collects market 

intelligence from 400,000 sources in 123 languages including media, regulators, 

investors, government and public sources to inform their clients’ decisions. 

Through the use of cutting-edge artificial intelligence techniques and industry 

expertise, this vast dataset can deliver insights on sentiment across the world by 

industry and granular location.  

Identifying turning points - the value of sentiment data  

Analysis of real-time datasets is an increasingly important tool for monitoring 

developments in the economy. Although generally more volatile than official 

economic data, real-time sentiment data can be crucial in identifying turning 

points in the economy. The pandemic was a clear example. Sentiment and 

alternative data sources more generally, were used extensively to gain an 

understanding of the speed and depth of the downturn.   

The key advantage of alternative data and sentiment data is timeliness. Official 

economic data and even survey data are often published with a lag of weeks or 

months which, in a rapidly evolving situation, can blunt their usefulness. 

Sentiment data on the other hand can be gathered and interpreted on a daily 

basis making it much more useful for assessing sudden and large movements.   

In Oxford Economics’ view, we are approaching one such turning point. We 

expect advanced economies to fall into recession over the next six months, 

triggering a deterioration in labour markets, and eventually reinforcing the 

downward trajectory for inflation.  

Central banks have put the tightness of labour markets at the heart of their case 

for raising interest rates. For them, the longer inflation remains elevated in the 

presence of a tight labour market the greater the risk that we will end up in a 

wage-price spiral.  

So understanding the tightness of labour markets is key to forecasting when 

central banks can finally stop hiking interest rates. Given that monetary policy 

works only with a long lag, the sooner that policymakers can pinpoint that 

turning point, the greater chance of avoiding unnecessary tightening.  

 

 

 

 



                                   Sentiment data point to cooling labour markets 

 

 

3 

A COOLING LABOUR MARKET 

There is no doubt that overall sentiment towards the labour market 

globally has cooled in recent weeks. By isolating articles containing key 

labour market terms and using natural language processing to assess the 

sentiment of those articles we can build up a picture of labour market 

momentum (Figure 1). The uniform picture across countries is one of 

deteriorating sentiment with conditions in Europe worsening particularly 

markedly in recent weeks, perhaps as the impact of the energy crisis starts to 

impact firms hiring decisions. 

Fig. 1: Labour market sentiment data show a synchronised global 

downturn is already underway 

 

Sentiment in Japan’s labour market stands out as being materially worse than 

any other market since 2020. This, at least partially, matches the official data 

which show employment has stagnated since the pandemic and real wages 

have fallen substantially relative to other countries. 

Sentiment data suggest that employment growth has slowed considerably 

in November. By mapping sentiment data onto official labour market data, we 

are able to “nowcast” labour market conditions in close to real time. Figure 2 

confirms that all the major advanced economies have seen a slowdown in 

employment growth in November. While sentiment data tend to be more 
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volatile than official data, as only sustained changes in sentiment are inclined to 

translate into actions, the consistent picture across economies suggests that we 

may be reaching a turning point in the labour market.  

Fig. 2: Employment growth is slowing across the developed world 

 

With labour markets extremely tight, monitoring the impact of 

movements in employment on pay growth is crucial. There is genuine 

uncertainty amongst policymakers as to how much of a downturn in 

employment might be required to exert downward pressure on pay growth. 

This adds to the value from real-time indicators of pay growth. Especially as 

official pay data can lag developments by a few months and, in some countries, 

are only available at a quarterly frequency.  

Comfortingly, pay growth also shows no signs widespread acceleration 

(Figure 3). Developments in wages tend to lag movements in employment, but 

for policymakers the confirmation that pay growth is not moving higher from 

here will be seen as good news that the risk of a wage-price spiral developing 

remains small. This, combined with a weakening outlook for employment 

growth, supports the view that central banks may well be able to bring the 

current tightening cycle to an end over the coming quarters. Nonetheless, two 

economies – the UK and Spain – show some tentative signs of a pickup in wage 

growth since the start of the year, perhaps reflecting labour shortages.  

Fig. 3: Pay growth shows no widespread signs of accelerating 

 

Country Jan-22 Feb-22 Mar-22 Apr-22 May-22 Jun-22 Jul-22 Aug-22 Sep-22 Oct-22 Nov-22

Australia 3.0 1.7 1.2 0.8 1.3 0.3 0.9 0.1 0.4 0.2 0.1

Canada 0.9 1.1 0.5 0.6 0.4 0.2 -0.1 -0.2 -0.2 -0.3 0.1

France 0.4 1.1 1.1 0.4 0.6 0.6 -0.2 0.2 -0.1 -0.3 -0.4

Germany 0.4 0.3 0.2 0.3 0.3 0.3 0.2 0.2 0.2 0.2 0.1

Italy 0.8 0.7 0.5 0.2 0.4 0.1 -0.5 -0.1 -0.1 0.0 -0.3

Japan 0.0 0.1 0.1 0.3 0.3 0.2 -0.1 0.2 0.2 0.0 -0.3

Netherlands 0.7 0.4 1.0 0.6 0.8 0.4 0.5 0.6 0.6 0.4 0.1

South Korea 0.7 0.9 1.0 0.9 0.4 0.3 0.6 0.6 0.5 0.1 0.0

Spain 1.3 1.3 1.1 0.9 0.4 0.7 0.5 0.4 0.9 0.7 0.6

United Kingdom 0.0 0.3 0.2 0.5 0.2 0.0 0.1 0.3 0.3 0.1 0.0

United States 1.4 1.1 1.1 0.7 0.7 0.9 0.2 1.1 -0.2 1.1 -0.2

Source: Oxford Economics/Penta

Sentiment-predicted employment growth (%3m/3m) - heatmap

Country Jan-22 Feb-22 Mar-22 Apr-22 May-22 Jun-22 Jul-22 Aug-22 Sep-22 Oct-22 Nov-22

Australia 1.0 0.7 0.6 0.7 0.8 0.3 0.1 0.2 0.4 0.1 0.0

Canada 0.8 1.0 1.2 0.9 0.9 0.6 0.3 0.5 0.6 0.5 0.5

France 1.3 1.5 2.4 2.5 2.0 2.9 0.9 1.2 1.6 0.9 0.2

Germany 1.3 0.4 2.8 3.0 -1.3 -1.3 -1.1 0.8 3.3 -1.2 1.2

Italy 0.3 0.3 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2

Japan 0.1 0.5 0.5 0.7 1.0 0.7 0.2 0.6 0.5 0.3 0.5

Netherlands 0.8 0.8 1.0 0.9 0.9 0.8 0.9 0.9 1.0 0.9 0.9

South Korea 2.1 2.6 2.9 2.9 -0.8 -1.2 1.3 1.0 0.5 -2.0 0.2

Spain 0.6 0.6 0.6 0.7 0.8 0.8 0.8 0.9 0.7 0.9 0.8

United Kingdom 0.9 1.2 1.6 2.3 1.7 1.8 2.1 2.2 2.2 2.7 2.1

United States 1.4 1.0 1.0 0.8 0.8 1.1 1.0 0.9 1.1 0.9 1.2

Source: Oxford Economics/Penta

Sentiment-predicted earnings growth (%3m/3m) - heatmap
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Nevertheless, monitoring pay growth developments in real time is vital. If 

the economy is entering into a persistently higher inflation regime, then early 

warning signs will come from wage growth. Specifically, a persistently higher 

inflation dynamic is underpinned by wages responding to higher inflation and 

the economy entering the so-called “wage-price” spiral.  

 IMPACT ON CONSUMER CONFIDENCE  

While central banks have been keen to slow the economy to bring inflation 

down to target, ensuring that the recession is not deeper than necessary will be 

tricky. Crucial in achieving this balance will be managing the impact on 

consumer confidence. Sentiment analysis has valuable insights here too.  

Sentiment data point to heightened concerns about future employment in 

several countries.  The US and UK have seen particularly sharp rises in 

unemployment expectations based on our measure, perhaps reflecting the 

particularly sharp rise in official interest rates there (Figure 4). While 

expectations of unemployment are not always confirmed, concerns about the 

health of the labour market are still important to the degree to which they 

impact spending decisions. 

Fig. 4: Households’ unemployment expectations have taken a turn for 

worse in the UK and the US 

 

Indeed, OE/Penta sentiment data tends to correlate well with actual 

consumer spending, indeed more so recently than traditional consumer 
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confidence measures in some countries. One possible explanation for that 

correlation the wide range of sources and diverse topics that the OE/Penta 

sentiment data are able to capture (Figure 5). In comparison, traditional 

consumer confidence measures ask a set number and format of questions and 

use this to build a timeseries of sentiment. That may be a disadvantage when 

shocks are hitting the economy which consumers find difficult to immediately 

translate into an impact on their own finances or future finances. In this 

example, natural language processing might be able to provide a more timely 

and accurate view of sentiment.  

While consumer confidence plunged in most advanced economies 

following Russia’s invasion of Ukraine, private consumption remained 

resilient throughout the summer. OE/Penta sentiment data tracked this 

resilience in consumer spending more accurately than standard consumer 

confidence surveys. These surveys remained close to historical lows over the 

past six months, pointing to a collapse in spending that failed to materialise. 

However, the OE/Penta consumer confidence indicator shows that after a 

strong summer, demand is finally petering out as high inflation, falling real 

incomes and rising interest rates take their toll on household budgets. Oxford 

Economics expects weak consumer spending, in part through central banks’ 

policy tightening, will be one of the key drivers of the in late 2022/early 2023. 

Fig. 5: NLP sentiment data tracked consumer spending better than 

standard sentiment data, but now also points to slowing demand 
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This rather more sanguine assessment of current consumer sentiment than 

traditional confidence surveys is balanced by elevated recession concerns 

globally, a leading indicator for global activity. At both a G7 and G20 level, 

recession concerns are at their highest level since early 2020. This is typically a 

precursor to a major growth slowdown and supports Oxford Economics’ view 

that the global economy will enter recession in the first half of 2023. 

Fig. 6: Global recession sentiment has seen a substantial, synchronised 

deterioration 

 

 

Surprisingly, recession sentiment among the G20 economies is 

worse than those of G7 economies, on average. This is despite 

recession sentiment being weakest in the UK, where recession has 

already started and Canada, which is expected to experience one of the 

most severe recessions globally.  

 

Amongst the G20, recession sentiment is weakest amongst east Asian 

countries, particularly China and Korea, likely reflecting the protracted 

headwinds to economic activity from China’s zero-Covid policy. In 

contrast, LatAm countries – Argentina, Brazil, and Mexico – appear much 

more sanguine about recession, in line with Oxford Economics’ 

expectation of milder downturns in the region. 
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The other notable feature of the recession sentiment data is the low 

dispersion across countries in November across both the G7 and G20. 

This synchronized global sentiment downturn, adds to the evidence that 

global economic activity is likely to fall in the coming months. Although 

this has similarities with the onset of the Covid recession, this downturn 

is likely to be much less severe.  
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APPENDIX 

Sentiment data obtained from natural language processing (NLP) can provide 

valuable insights when predicting economic activity. The main advantage of the 

OE/Penta sentiment data is their timeliness and high frequency – they’re able to 

monitor economic sentiment in near-real time and on daily frequency across 

the globe. However, in addition to that, they’re also able to convey information 

that more traditional timely economic data – for example sentiment surveys of 

firms and households or financial market data – do not cover. 

To provide a simple illustration, we construct two different models to predict 

employment growth in United Kingdom – one based on survey data (consumer 

confidence and unemployment expectations, business confidence and hiring 

intentions) together with the yield curve. These are timely data frequently used 

by analysts when trying to predict labour market moves in near-real time, 

ahead of the release of “hard” labour market data. The other model synthesises 

a large volume of Penta sentiment series on economic-related topics using a 

method called principal component analysis. 

We compare the performance of the models from January 2016 to August 2022 

(the latest datapoint for Labour Force Survey employment data). Both survey- 

and OE/Penta sentiment-based surveys perform similarly (though OE/Penta 

slightly better) and are able to explain a fairly large amount of variation in 

employment growth (Figure 7). The model including all variables outperforms 

both – but this shows that the OE/Penta sentiment data are able to explain 

additional variation on top of the more usual economic data (see table below). 

This provides two important insights: first, NLP-based sentiment surveys can be 

of significant value in monitoring economic activity with minimal lag and 

identifying turning points, and second, such data are best used as a 

complement to standard economic data. 

 

 

 

Model specification Intercept

Consumer 

confidence

Unemploy

ment exp.

Business 

confidence

Hiring 

intentions

Yield 

curve 

(10y-2y) 1st PC 2nd PC 3rd PC

R-

squared RMSE

Survey-based

1.79*** 

(0.51)

-0.01 

(0.01)

-0.06*** 

(0.02)

-0.02*** 

(0.01)

0.04*** 

(0.01) 0.62 0.67

Survey-based + yield curve

2.00*** 

(0.52)

0.00 

(0.01)

-0.05*** 

(0.02)

-0.02** 

(0.01)

0.04*** 

(0.01)

-0.48 

(0.30) 0.63 0.66

OE/Penta-based

0.66*** 

(0.08)

0.14*** 

(0.03)

-0.18*** 

(0.03)

-0.28*** 

(0.04) 0.65 0.66

Full model (survey & OE/Penta)

1.62*** 

(0.50)

0.01 

(0.01)

-0.03*** 

(0.02)

0.01 

(0.01)

0.01 

(0.01)

-0.70*** 

(0.25)

0.02 

(0.03)

-0.20*** 

(0.03)

-0.10*** 

(0.05) 0.83 0.45

PC = principal components, unemployment exp. = households' unemployment expectations over next 12 months, hiring intentions = firms' (sector-weighted)

hiring intentions over next 3 months. ***/**/* denote statistical significance at 99/95/90% level. Standard errors in parentheses.

Model comparison - predicting UK employment growth (%3m/3m annual)

Standard variables OE/Penta sentiment indicators
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Fig. 7: OE/Penta sentiment data are able to provide additional insights not 

included in traditional high-frequency economic data 
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PENTA Group 

Penta collects, standardises, interprets, and analyses data from content in over 

200 countries and territories, in 123 languages. Our proprietary technology 

gathers traditional media, social media, NGO’s, government, survey, and analyst 

reports in real time, globally, 24hrs a day, seven days a week to obtain dynamic 

stakeholder sentiment in real time. 

Unstructured data is collected from more than 400,000 sources, globally.  Our 

award-winning stakeholder sentiment helps our clients make better decisions 

to address a wide range of business problems. 

With more than 12.7billion data points, and historical data stretching back over 

six years, Penta data is trusted by businesses across the world and has been 

applied to several solutions, including ESG, Policy, Risk, Media, Brand and 

Reputation.  

ABOUT PENTA 

Penta is the world's first comprehensive stakeholder solutions firm. We 

combine analytics and research with deep issue expertise to deliver actionable 

insights and drive measurable impact for our more than 250 clients. Our offices 

are in Washington, D.C., New York, San Francisco, and London.   
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