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Labor Productivity Picks Up in Q3, But Trend Remains Modest

Labor productivity over the third quarter increased at a 1.9 percent annualized rate, which was nearly on
pace with Q2. Over the past year, productivity was unchanged and remains a challenge to income growth.

Rising Output and Employment

e Nonfarm labor productivity rose at a 1.9 percent rate in the
third quarter as output growth outpaced a 1.7 percent rise in
hours worked. The gain was weaker than expected, however,
and second quarter productivity was revised lower.

e Productivity growth remains weak in this recovery as final
demand and investment have lagged behind prior recoveries.
Over the past year, productivity growth has stagnated.

Compensation Still Struggling

¢ Rising productivity over the third quarter helped to lower unit
labor costs. After ticking up in the second quarter, unit labor
costs fell at a 0.6 percent annualized pace.

e Compensation growth continues to struggle, but gained some
ground in the third quarter, rising at a 1.3 percent pace. Despite
a weak inflation environment, real compensation is up only
0.3 percent from a year earlier.
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Nonfarm Productivity
Output per Hour Worked, Percent Change

12% 12%

10% -+ T 10%
8% 8%
6% 6%
4% 4%
2% = 2%
0% 0%

-2% -2%

-4% - | mmQtr/Qtr Annualized: Q3 @ 1.9% + -4%

Yr/Yr: Q3 @ 0.0%

-6% t } t t t t t f t t t t t
00 01 02 03 04 05 06 07 08 09 10 11 12 13

-6%

Real Hourly Compensation
Nonfarm Business, Percent Change
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