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ABOUT THIS REPORT

Produced quarterly for the Arizona Office of Economic Opportunity (OEO) by Rounds Consulting
Group, Inc. to provide an objective, data-driven overview of labor market and economic conditions

in Arizona. All data is sourced from publicly available government datasets.
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KEY ECONOMIC INDICATORS

Dashboard: Q1 2026 - Arizona

A Increasing V Declining — Stable / Mixed

INDICATOR VALUE TREND CHANGE CONTEXT / NOTE

Net change from prior Qtr.
3,268,200 A +15,500 Rank: 3 of 50 states in %

Total Nonfarm
Employment ™

terms
Unemployment Rate Prior Qtr.: 4.4%
4.6% A +0.2 pts ,
& National avg: 4.3%
Labor Force -0.4 pts year-over-year
borroree. 61.7% Y  -0.4pts vy /
Participation ® National: 62.0%
Job Hires @ 118,700 A +2,700 Net change from prior Qtr.
Job Separations ® 110,000 v -6,300 Net change from prior Qtr.
Average Weekly
Earnings +0.2% year-over-year
ning $1,213 A +0.2% oY /
(Total Private Sector) National: $1,277
®)
Footnotes:

(1) Total nonfarm employment represents the total number of wage and salary jobs across all major industries, excluding farm employment and certain self-
employed workers.

(2) The unemployment rate represents the share of the labor force that is actively seeking work but currently unemployed.

(3) The labor force participation rate measures the share of the civilian population age 16 and older that is either employed or actively seeking employment.
(4) Job hires represent the number of workers added to payrolls during the quarter, including new hires, recalls, and other additions to employment.

(5) Job separations represent the number of workers leaving employment during the quarter, including quits, layoffs, discharges, retirements, and other
separations.

(6) Average weekly earnings reflect the average amount earned per week by private sector employees, including overtime pay but excluding benefits.

Unless otherwise noted, all information is seasonally adjusted through Q1 2026.
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QUARTER IN CONTEXT - Q1 2026

Arizona’s labor market remained relatively resilient during the first quarter of 2026,
with total nonfarm employment increasing by 15,500 jobs, ranking Arizona 3™
nationally in percentage job growth.

While labor market conditions showed signs of moderation compared to the tight
conditions of recent years, hiring activity continued to outpace separations and
wage growth remained positive.

The unemployment rate increased modestly to 4.6%, reflecting a gradual
normalization in labor market conditions rather than broad-based weakening. This
follows the normal pattern of growth states having a higher unemployment rate than
States with weaker economic profiles.

Job openings also declined from the prior quarter, consistent with national trends
indicating slower but still positive labor demand.

Overall, Arizona continued to compare favorably to many states nationally,
supported by ongoing population growth, business expansion, and strength in key
industries including healthcare, construction, advanced manufacturing, and
professional services.
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SECTION 1 - QUARTERLY EMPLOYMENT SNAPSHOT
Q12026 — Arizona

+0.5% #3 +15,500

Qtr-to-Qtr Employment % Change State Rank (Qtr-to-Qtr Employment Jobs Added Qtr to Qtr
% Change)

Overview

Arizona’s seasonally adjusted nonfarm employment increased by 15,500 jobs in Q1 2026, a
0.5% quarter-over-quarter increase that ranked the state 3" nationally in employment growth.
While year-over-year employment levels remained modestly below Q1 2025 levels, recent
quarterly gains suggest Arizona’s labor market continues to stabilize following softer conditions
during portions of 2025.

Although labor market conditions have moderated compared to the exceptionally tight
environment of recent years, Arizona continues to benefit from long-term economic drivers
including population growth, business expansion, and continued investment in healthcare,
advanced manufacturing, and infrastructure-related industries.

Rankings & Context

Arizonaranked 3rd among all 50 states in quarter-over-quarter employment growth during Q1
2026, reflecting renewed momentum following softer labor market conditions during
portions of 2025.

On a year-over-year basis, employment levels remained modestly below Q1 2025,
highlighting that Arizona’s labor market continues to transition from the unusually rapid
growth experienced during the post-pandemic expansion period toward a more normalized
pace of growth.
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At 4.6%, Arizona’s unemployment rate remained slightly above the national average of 4.3%,
though the increase largely reflects moderating labor market conditions rather than broad-
based economic contraction. Overall, Arizona continues to compare favorably to many
states nationally due to ongoing population growth, business investment, and long-term
expansion in key industries.

Sector Highlights

Private Education & Health Services remained Arizona’s strongest source of year-over-year
job growth in Q1 2026, continuing to benefit from sustained population growth and rising
demand for healthcare and related services. Other sectors posting gains included Other
Services, Professional & Business Services, and Natural Resources & Mining.

On the decline side, Government recorded the largest employment decrease, followed by
Trade, Transportation & Utilities, Construction, and Financial Activities. Several of the
declining sectors are more sensitive to elevated interest rates and moderating consumer and
business activity, suggesting some normalization in labor demand compared to the rapid
post-pandemic expansion period.

e Private Education & Health Services: +11,800 jobs / +2.2% growth — Continued to
serve as Arizona’s primary source of job creation, supported by ongoing population growth,
healthcare demand, and expansion in medical and social assistance services. The sector
also reflected broader national trends, where healthcare-related industries continued to
account for a significant share of overall employment gains.

e Other Services: +1,900 jobs / +1.8% growth — Employment gains were driven by
continued consumer demand for personal and repair services, including salons,
automotive repair, dry cleaners, religious organizations, and professional associations.
Growth in this category often reflects the ongoing expansion of local population-serving
activity.

e NaturalResources & Mining: +1,100 jobs/ +7.1% growth — One of the fastest-growing
sectors in percentage terms, supported largely by Arizona’s copper industry and continued
long-term demand tied to electrification, energy infrastructure, and advanced
manufacturing supply chains.
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¢ Government: -8,000 jobs / -1.8% decline — Represented the largest year-over-year
sector decline and warrants monitoring. While some contraction may reflect temporary or
seasonal staffing adjustments, the scale of the decline suggests softer hiring activity
across portions of state and local government employment.

e Trade, Transportation, & Utility: -5,200 jobs / -0.8% decline — Weakness is this
sector likely reflects moderating consumer demand, slower goods movement activity, and
continued normalization following the unusually strong logistics and warehousing
expansion seen in recent years.

e Construction: -3,400 jobs / -1.5% decline — Employment softened amid elevated
interest rates and slower residential development activity, although overall construction
activity in Arizona remains above long-term historical norms.

¢ Financial Activities: -2,900 jobs / -1.2% decline — Higher borrowing costs and slower
real estate activity continued to weigh on portions of the finance and insurance sector.

Year-Over-Year Change by Industry Sector

Year-Over-Year Employment Net Change by Major Industry Sector — Q1 2026 Arizona

Private Educ. and Health Services I 11,800
Other Services I 1,900
Professional and Business Services Hl 1,300
Natural Resources and Mining Il 1,100
Information 500 W
Manufacturing 1,100
Leisure and Hospitality 2,700 N
Financial Activities 2,900 NN
Construction 3,400 IS
Trade, Transportation, and Utilities 5,200 I

Government 8,000 I

10,000 5,000 0 5,000 10,000 15,000

Source: Arizona Office of Economic Opportunity; U.S. Bureau of Labor Statistics

Quarterly Economic Report Page 7



Arizona Economic Update Spring 2026 | AZ Office of Economic Opportunity

SECTION 2 - BROADER ECONOMIC CONDITIONS

Macroeconomic Trends Influencing Arizona’s Labor Market

Arizona’s labor market continues to be shaped by several broader economic forces
influencing hiring activity, business investment, and workforce demand both statewide and
nationally. While labor market conditions have moderated compared to the exceptionally
rapid growth observed during the post-pandemic recovery period, many of Arizona’s long-
term economic fundamentals remain favorable relative to much of the country.

¢ Population Growth & Migration: Arizona continues to benefit from strong long-term
population growth and domestic migration trends, which support labor force expansion,
consumer spending, housing demand, and broader economic activity. Continued in-
migration from higher-cost states has helped sustain demand across population-serving
industries including healthcare, retail, restaurants, education, and professional services.

¢ Interest Rates & Financing Conditions: Elevated interest rates continue to weigh on
interest-sensitive sectors such as housing, construction, finance, and portions of
commercial real estate activity. Higher borrowing costs have contributed to slower
business expansion and softer residential development activity compared to the rapid
pace observed during 2021 and 2022. Despite this moderation, overall construction and
development activity in Arizona remains above long-term historical norms.

e Strategic Industry Investment: Continued investment in advanced manufacturing,
semiconductor production, energy infrastructure, healthcare, logistics, and data-related
industries remains supportive of Arizona’s long-term employment outlook. Major capital
investments and supply chain expansion efforts continue to position Arizona as a leading
destination for advanced industry growth and domestic manufacturing activity.

¢ National Labor Market Moderation: Labor demand has moderated nationally
compared to the exceptionally tight labor market conditions observed during 2021-2023.
Job openings have declined from recent peaks and hiring activity has slowed in many
industries as employers adjust to slower economic growth, elevated operating costs, and
tighter financing conditions. However, labor market conditions overall remain relatively
stable by historical standards, with continued job growth occurring across much of the
economy.
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DATA NOTES, SOURCES & METHODOLOGY

Reference information for the figures, indicators, and analysis

included in this report.

Employment & Sector Data

Primary Source: U.S. Bureau of Labor Statistics (BLS), Current Employment Statistics (CES); Arizona
Office of Economic Opportunity

Update Schedule: Employment data is released monthly. Quarterly averages and quarter-end
comparisons were utilized where appropriate for this report.

Coverage: Arizona statewide employment conditions with select national comparisons.

Seasonal Adjustment: Unless otherwise noted, labor market data presented in this reportis
seasonally adjusted to account for recurring seasonal fluctuations in employment patterns.

Additional Indicators

e Unemployment Rate: BLS Local Area Unemployment Statistics (LAUS)
e Job Openings, Hires, & Separations: BLS Job Openings and Labor Turnover Survey (JOLTS)

e Wages & Earnings: BLS Current Employment Statistics (CES) and Quarterly Census of
Employment and Wages (QCEW), where applicable

e Population & Economic Context: Additional information may include data from the U.S.
Census Bureau, Arizona Office of Economic Opportunity, Federal Reserve Economic Data
(FRED), and other publicly available economic sources, as applicable to the quarter’s focus
topics.
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Data Revisions

Employment and labor market data published by the BLS and related agencies are subject to periodic
revision. As a result, figures presented in prior editions of this report may differ from currently
published estimates. Significant revisions impacting interpretation of trends will be noted where

relevant.

ARIZONA OFFICE OF ECONOMIC OPPORTUNITY

1400 W Washington St, SE 3300- Phoenix, AZ 85007

Phone: (602) 771-2222 | oeo.az.gov | Contact: communications@oeo.az.gov
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