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Takeaways:

• The U.S. economy is showing its strongest productivity 
growth in more than a decade. 

• Businesses are benefitting from lower unit labor costs while 
output per hour surges. 

• Other advanced economies are seeing weaker productivity. 

• It’s too early to conclude that artificial intelligence is the 
cause, but we can’t rule it out. 

• A sustainable increase in productivity would provide major 
benefits to the U.S. economy. 

In the fourth quarter of 2023, U.S. non-farm labor productivity 
increased by 2.6% year over year. This was the strongest 
annual reading in more than a decade – well above the 
annual average of 1.5% since the end of the Great Recession 
(2010-2021) – excluding the brief surge in the early stages of 
the pandemic. Productivity surged artificially in 2020 because 
of restrictions on service-sector activity, which reversed by the 
end of 2021. 

In the second half of 2023, labor productivity expanded at an 
exceptional annualized pace of 4%. The surge in productivity 
has supported corporate earnings because the combination 
of slowing nominal wage growth and accelerating productivity 
growth brought unit labor costs back down to their pre-
pandemic growth rate (see chart on next page). 

Other advanced economies, where productivity has been 
generally weak or negative in recent quarters, have not had 
the same experience. The European Central Bank reported 
that labor productivity fell 1.2% in the euro area and the 
UK Office for National Statistics reported that the UK’s 
productivity dropped 0.3% year over year in the fourth quarter 
of 2023. 

Is the U.S. productivity increase a sign that the artificial 
intelligence (AI) revolution is already bearing fruit? Based 

on past technological breakthroughs, it might take years 
or decades for the benefits to fully feed through. However, 
we should be open to the possibility that they could show 
up sooner, with the United States likely to see the largest 
economic benefits. 

The recent productivity pickup is encouraging, and it supports 
a “soft landing” narrative, but U.S. Federal Reserve officials 
have been cautious about concluding that it is evidence of a 
new productivity pattern. Labor productivity, measured by the 
U.S. Bureau of Labor Statistics as output per hour, tends to be 
volatile on a quarterly and even yearly basis. 

Accurate and timely data on AI are still relatively hard to 
access. Available data show no obvious correlation between 
the sectors reporting the highest usage of AI and those 
experiencing the strongest productivity growth, according 
to Capital Economics. The only sector that stands out is the 
information sector, which reported a concomitant increase 
in output per hour and a higher adoption of AI compared to 
other sectors. Most likely, this explains the notable investment 
increase in information technology equipment in the fourth 
quarter, particularly for computers and peripheral equipment. 
It could also indicate surging spending for the computing 
infrastructure required to run large language models. 
However, there is no evidence for the widespread use of new 
technology across many sectors that would be associated 
with a major AI-driven boost to productivity. It is too soon to 
tell whether the benefits of generative AI have started feeding 
through, but we can’t rule out this scenario.
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Other than generative AI, what might be causing the rebound 
in productivity? The upturn in productivity could be a 
response to tight labor markets. The scarcity of workers 
has prompted firms to boost sales without more hiring, 
for example, by increasing automation or increasing the 
efficiency of their existing labor forces. Employment indicators 
are moving toward more normal levels, and productivity  
may not enjoy the same boost from labor market conditions 
down the road. However, the recent  
acceleration in productivity can still have room 
to run for as long as companies experience 
difficulty filling jobs. 

If AI ultimately boosts productivity in a more 
meaningful way, there could be similarities with 
the late 1990s, when the U.S. economy grew 
without generating greater inflationary pressure. 
Higher productivity could help firms create 
more products per worker and pay higher wages 
without having to raise prices, which could 
resemble a “Goldilocks” environment. 

Final word: We are intrigued by the idea that 
the recent U.S. productivity boost is the fruit 
of AI-driven improvements in technology, 

especially after the rally in tech stocks. Although this may be 
possible, the volatility in productivity data and the limited 
availability of AI data make it too soon to tell. Other advanced 
economies have experienced weaker productivity growth, and 
U.S. productivity could be increasing for other reasons, such 
as tightness in the labor market. Regardless of the cause, a 
sustainable improvement in productivity growth would be a 
big positive for the economy. 

DISCLOSURES 

An investment in Exchange Traded Funds (ETF), structured as a mutual fund or unit investment trust, involves the risk of losing money and should be considered 
as part of an overall program, not a complete investment program. An investment in ETFs involves additional risks: non-diversified, the risks of price volatility, 
competitive industry pressure, international political and economic developments, possible trading halts, and index tracking error. All investments are subject to risk. 
Asset allocation and diversification do not ensure a profit or protect against a loss. There is no assurance that any investment strategy will be successful or that any 
securities transaction, holdings, sectors or allocations discussed will be profitable Cougar Global Investments calculates the Macro Economic Scenario (MES) analysis 
by assigning probabilities to each of the five economic scenarios (Growth, Stagnation, Inflation, Chaos and Recession) over the next 12 months. Macroeconomic 
scenarios are based on quantitative data sourced from various firms and then weighted and may be adjusted based upon Cougar Global Investments thought capital. 
MES are subject to change. These are hypothetical examples and are not representative of any specific situation. Actual economic results may vary. Economic forecasts 
set forth may not develop as Cougar MES indicates and there can be no guarantee that these strategies promoted will be successful. Past performance is no guarantee 
of future results. Macro Economic Scenarios: Growth – U.S. economy is growing at or above its potential growth rate, Recession – U.S. economy is shrinking (negative 
quarter over quarter growth rate), Stagnation – U.S. economy is growing at lower than its potential growth rate, Inflation – Consumer Price Index (CPI) inflation rate is 
higher than U.S. economy’s potential growth rate, Chaos – a high impact, low probability event (“Black Swans”).  

Economic forecasts set forth may not develop as predicted and there can be no guarantee that strategies promoted will be successful. Small-capitalization 
companies are subject to higher volatility than those of large-capitalized companies. International and emerging market investing involves special risks such as 
currency fluctuation and political instability and may not be appropriate for all investors. Stock investing involves risk, including the risk of loss. Investments in 
emerging market issuers are subject to a greater risk of loss than investments in issuers located or operating in more developed markets. This is due to, among 
other things, the potential for greater market volatility, lower trading volume, higher levels of inflation, political and economic instability, greater risk of a market 
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shutdown and more governmental limitations on foreign investments in emerging market countries. High Yield/Junk Bonds are not investment grade securities, 
involve substantial risks and generally should be part of the diversified portfolio of sophisticated investors. Corporate bonds are considered higher risk than 
government bonds but normally offer a higher yield and are subject to market, interest rate and credit risk as well as additional risks based on the quality of issuer 
coupon rate, price, yield, maturity and redemption features. Bonds are subject to market and interest rate risk if sold prior to maturity. Bond values will decline as 
interest rates rise and are subject to availability and change in price. Mortgage-Backed Securities are subject to credit, default risk, prepayment risk that acts much 
like call risk when you get your principal back sooner than the stated maturity, extensions risk, the opposite of prepayment risk, and interest rate risk. Investing 
in IAU involves additional risks. The market price of the Shares will be as unpredictable as the price of gold has historically been and the price received upon the 
sale of Shares may be less than the value of the gold represented by them. Government bonds and Treasury bills are guaranteed by the U.S. Government as to the 
timely payment of principal and interest and, if held to maturity, offer a fixed rate of return and fixed principal value. The fund’s concentrated holding will subject it 
to greater volatility than a fund that invests more broadly. The fast price swings of commodities will result in significant volatility in an investor’s holdings. Precious 
metal investing is subject to substantial fluctuation and potential for loss. All indexes mentioned are unmanaged and cannot be invested into directly. Past 
performance is no guarantee of future results. The indexes don’t reflect charges, expenses, fees and is not indicative of any particular investment. Commodity-
linked investments may be more volatile and less liquid than the underlying instruments or measures, and their value may be affected by the performance of the 
overall commodities baskets as well as weather, disease, and regulatory developments.  

This research material has been prepared by Cougar Global Investments. Opinions and estimates offered constitute Cougar Global’s judgment and are subject to 
change without notice, as are statements of financial market trends, which are based on current market conditions. Under no circumstances does the information 
contained within represent a recommendation to buy, hold or sell any security and it should not be assumed that the securities transactions or holdings discussed 
were or will prove to be profitable. All holdings are subject to change daily.  

Cougar Global Investments Limited (Cougar Global) is an investment manager that utilizes tactical asset allocation to construct globally diversified portfolios. 
Effective 4/30/15, Cougar Global Investments is a wholly owned subsidiary of Raymond James International Canada which is a wholly owned subsidiary of 
Raymond James International Holdings. Raymond James International Holdings is a wholly owned subsidiary of Raymond James Financial as is Raymond James 
Investment Management. Prior to 4/30/15, Cougar Global was an independent investment management firm not affiliated with any parent organization. Cougar 
Global is registered as a Portfolio Manager with the Ontario Securities Commission (OSC) and with the United States Securities and Exchange Commission (SEC) as 
a Non-Resident Investment Advisor. Prior to 01/02/2013, the firm was named Cougar Global Investments LP.  

DEFINITIONS 

Generative artificial intelligence (AI) is a form of artificial intelligence that can create new content that includes text, audio, code, video, and images 

Labor productivity, as measured by the U.S. Bureau of Labor Statistics, describes the relationship between real output and the labor time involved in its 
production. Measures of labor productivity growth show the changes from period to period in the amount of goods and services produced per hour worked. They 
reflect the joint effects of many influences, including changes in technology; capital investment; level of output; utilization of capacity, energy, and materials; the 
organization of production; managerial skill; and the characteristics and effort of the work force.  

Large language models (LLMs) are artificial intelligence algorithms that can recognize, summarize, translate, predict, and generate text, as well as respond to 
questions in a conversational manner, by massively large sets of data. Large language models learn context and meaning by tracking relationships in sequential 
data, such as words in a sentence. 

A soft landing is a cyclical slowdown in economic growth that avoids a recession.  A hard landing is a significant economic slowdown or downturn, that could 
include a recession, following a cycle of rapid growth. 

Unit labor costs describes the relationship between compensation per hour and labor productivity, or real output per hour, and can be used as an indicator of 
inflationary pressure on producers. Increases in hourly compensation increase unit labor costs; labor productivity increases offset compensation increases and 
lower unit labor costs. 

ABOUT COUGAR GLOBAL INVESTMENTS  

Cougar Global Investments is a global macroeconomic asset allocation manager that believes the goal of investing is to achieve compound annualized returns for 
clients. We use a disciplined portfolio construction methodology combining post-modern portfolio theory and risk management to pursue our clients’ objectives.  

ABOUT RAYMOND JAMES INVESTMENT MANAGEMENT  

Raymond James Investment Management is a global asset management company that combines the exceptional insight and agility of individual investment 
teams with the strength and stability of a full-service firm. Together with our boutique investment managers – Chartwell Investment Partners, ClariVest Asset 
Management, Cougar Global Investments, Eagle Asset Management, Reams Asset Management (a division of Scout Investments) and Scout Investments – we offer 
a range of investment strategies and asset classes, each with a focus on risk-adjusted returns and alpha generation. We believe providing a lineup of seasoned, 
committed portfolio managers – spanning a wide range of disciplines and investing vehicles – is the best way to help investors seek their long-term financial goals.  
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To learn more about Cougar Global’s strategies, philosophy and capabilities visit  
cougarglobal.com or call 1.800.521.1195.


