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This commentary has been prepared by ING Investment Management for informational purposes. Nothing contained herein should be
construed as (i) an offer to sell or solicitation of an offer to buy any security or (ii) a recommendation as to the advisability of investing in, 
purchasing or selling any security. Any opinions expressed herein reflect our judgment and are subject to change. Certain of the statements
contained herein are statements of future expectations and other forward-looking statements that are based on management's current 
views and assumptions and involve known and unknown risks and uncertainties that could cause actual results, performance or events to
differ materially from those expressed or implied in such statements. Actual results, performance or events may differ materially from those 
in such statements due to, without limitation, (1) general economic conditions, (2) performance of financial markets, (3) interest rate levels,
(4) increasing levels of loan defaults (5) changes in laws and regulations and (6) changes in the policies of governments and/or regulatory
authorities. 
 
The opinions, views, and information expressed in this report regarding holdings are subject to change without notice. The information
provided regarding holdings is not a recommendation to buy or sell any security. Portfolio holdings are fluid and are subject to daily change
based on market conditions and other factors.  
 
It is understood that the marketing materials being submitted to the compliance department for review are to be used only within the US. If 
the materials are to be used in any jurisdiction outside of the US, employees must consult with the legal department prior to their use. 

The U.S. Bureau of Labor Statistics reported today that non-farm productivity had risen sharply, and more 
than forecast, in the second quarter. Combined with little change in hourly compensation, the productivity 
increase meant that unit labor costs either fell or were unchanged in most industries. For 2000-2008 as a 
whole, non-farm productivity grew at a 2.5% annual rate, broadly suggesting that potential growth of U.S. 
GDP is in excess of 3.0%. 

 Non-farm business productivity grew at a 6.4% annual rate in the June quarter, faster than the 5.5% 
mean forecast. Individual forecasts ranged from 2.9% to 7.0%. The gain in productivity resulted from a 
1.7% decline in non-farm output and a 7.6% decline in hours worked. Hourly compensation in non-farm 
business rose 0.2%, so that unit labor costs fell at a 5.8% rate. Compared with the June quarter of 2008, 
non-farm productivity rose 1.8% as output fell 5.6% and hours worked declined 7.3%. Unit labor costs 
were 0.6% lower than a year earlier. Productivity growth for the first quarter, however, was revised 
down from a 1.6% annual rate to 0.3% as the decline in non-farm output in the second quarter was 
greater than previously reported, while hours worked were little changed. Nevertheless, a large 
downward revision to compensation (from a +7.1% rate to -0.1%) meant that unit labor costs went from 
rising in the first quarter to falling at a 3.0% rate; the originally reported +16.6% annualized increase in 
manufacturing unit labor costs for the first quarter was revised down to +5%. 

 Manufacturing productivity rose 5.3% in the second quarter following four consecutive quarters of 
decline. Manufacturing output continued to fall (declining at a nearly 10% annual rate, slower than the 
20% rate seen in the previous two quarters) but hours worked fell more, -14.4%. In previous quarters, 
the output decline had been so rapid that manufacturers could not reduce labor quickly enough. 
Productivity rose 3.9% in durable goods manufacturing and 2.0% in non-durable goods manufacturing. 
Unit labor costs rose 0.5% in manufacturing, largely due to an increase in hourly compensation in 
durable goods industries. 

 Revisions to earlier years data show that productivity growth was less than previously believed in 2008 
(+1.8% vs. an earlier +2.8%), slightly higher in 2007 (+1.8% vs. +1.4%) and little changed in 2006 (at 
+0.9%). For the whole 2000-08 period, however, non-farm productivity rose at a 2.5% annual rate. 
Roughly speaking, this suggests that the potential growth rate of U.S. GDP should be a bit over 3.0%, 
higher than the 2.0–3.0% rate assumed by the consensus. 

Source: U.S. Department of Labor 

 

This report adds to the evidence from 2Q09 company earnings reports that cost cutting was severe in the first 
half of this year. These cost reductions suggest significant operating advantage, and thus potential margin 
improvement, for U.S. companies as demand revives in the United States and globally in the second half of 
this year, and thus supports an optimistic view of earnings prospects. At the same time, the decline in unit 
labor costs highlights the absence of any short-term upward pressure on core inflation.  


