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Productivity Growth Normalizes



Productivity Growth Normalizes

Nonfarm business productivity growth, annualized % change
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Wise Man or Albatross Theory of Productivity
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Less Immigration, Stronger Productivity Growth in 2025
Y-axis: chg in immigration per 1,000 pop x-axis: chg in productivity growth, 2024-2025
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Some Evidence of Slower Hiring Due to Al

Y-axis: private payrolls, % change; x-axis: % of firms with Al subscriptions; Jan 2023 to present
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U.S. Productivity Leadership at Risk




More Risk-Taking...Stronger Productivity Growth

Y-axis: productivity growth, ‘95-'24 annualized %; x-axis: deposit share of financial asset, average ‘95-24, %
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Will the U.S. Remain a Productivity Leader?

Top 10 reasons for U.S. productivity outperformance, subjectively rank ordered

Ample and varied sources of risk capital

Strong foreign immigration

Well-defined property rights & rule of law

Entrepreneurship is revered (regulation is viewed skeptically)
Easy to start a company

Easy to file for bankruptcy

Flexible labor market & mobile population

Free trade & globalized economy

Large, wealthy market, easier for companies to scale

Ample energy supply
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Is Artificial Intelligence Friend or Foe?



Strong Consensus That AI Will Significantly Increase Productivity

Total factor productivity growth over the next decade due to Al, ppt
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Al Fuels Inflation as it Lifts Demand More than Supply (so far)

% change year ago, 3-month MA

16

—E|ectricity CPI
12

—=Computer equipment PPI

"19 '20 '21 '22 '23 24 '25

Sources: BLS, Moody’s Analytics

Moody’s Analytics

'26

12



Al-Powered Stock Market Appears Overvalued (Frothy)

Ratio of Wilshire 500 to NIPA after-tax corporate earnings, %
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Wealth Effect Supercharges Consumer Spending
Ratio of household net worth to disposable income
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Al Companies Ramp Up Their Borrowing

Bond issuance of top 10 technology companies, Billions $

120 AMD
M Broadcom
100 M Oracle
30 m Alphabet
® Amazon
60 Tesla
40 NVIDIA
B Microsoft
20 W Meta
0 m Apple

'16 17 18 19 '20 ‘21 '22 ‘23 24 25

Source: Moody’s

Moody’s Analytics 15



Are a Lot More Al-related Job Losses Dead Ahead?

Technology share of nonfarm payroll employment, %
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