
Accepted Manuscript

The asymmetric cyclical behavior of the U.S. labor market

Domenico Ferraro

PII: S1094-2025(18)30202-3
DOI: https://doi.org/10.1016/j.red.2018.05.005
Reference: YREDY 875

To appear in: Review of Economic Dynamics

Received date: 23 May 2016
Revised date: 9 May 2018

Please cite this article in press as: Ferraro, D. The asymmetric cyclical behavior of the U.S. labor market. Review of Economic Dynamics
(2018), https://doi.org/10.1016/j.red.2018.05.005

This is a PDF file of an unedited manuscript that has been accepted for publication. As a service to our customers we are providing
this early version of the manuscript. The manuscript will undergo copyediting, typesetting, and review of the resulting proof before it is
published in its final form. Please note that during the production process errors may be discovered which could affect the content, and all
legal disclaimers that apply to the journal pertain.

https://doi.org/10.1016/j.red.2018.05.005


The Asymmetric Cyclical Behavior of the

U.S. Labor Market

Domenico Ferraro∗

Arizona State University

May 23, 2018

Abstract

The employment rate in the United States fluctuates asymmetrically over the business cycle:

it contracts deeply and sharply during recessions, but it recovers slowly and gradually during

expansions. By contrast, aggregate output exhibits nearly symmetric fluctuations about trend.

I explain these facts using an equilibrium business cycle model with search frictions in the

labor market and worker heterogeneity in productivity, featuring endogenous job destruction

and fluctuations in labor composition. The model predicts that the response of the employment

rate to shocks greatly varies over the business cycle; notably, it raises in recessions and declines

in expansions.
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