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Modest Giveback After Several Quarters of Growth 

 Second quarter nonfarm business labor productivity, which 
had been very strong until the first quarter of the year, gave up 
some ground during the second quarter as it dropped at a 0.9 
percent annual rate. Since productivity has slowed, the outlook 
for prices might be higher in the coming months than some 
have speculated. 

Unit Labor Costs Increased Modestly 

 Unit labor costs grew at a 0.2 percent pace during the second 
quarter as nonfarm productivity decreased at a faster pace than 
hourly compensation. 

 Unit labor costs were revised considerably downward during the 
first quarter.  Originally reported to have slipped at a 1.3 percent 
rate, the revised figure showed a 3.7 percent pace of decline,  
mostly due to the strong revision to Q1 productivity.    

Productivity Fell in the Second Quarter 
Nonfarm productivity decreased at a 0.9 percent annual rate during the second quarter after a revised 
3.9 percent pace of growth during the first quarter. Output and hours both increased. 

Nonfarm Productivity
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Unit Labor Costs - Nonfarm Sector
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Productivity Growth
Manufacturing
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Labor Cost Per Unit of Output
Year-over-Year Percent Change, 4-Quarter Moving Average
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Qtr/Qtr Annual Rate: Q2 @ 4.5%
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Source: U.S. Department of Labor and Wells Fargo Securities, LLC 
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