
METHOD OF PRESENTATION

This report is organized into two major parts.
Part I, Cyclical Indicators, includes about 150 time
series which have been found to conform well to
broad fluctuations in comprehensive measures of
economic activity. Nearly three-fourths of these are
individual indicators, the rest are related analytical
measures: Composite indexes, diffusion indexes,
and rates of change. Part II, Other Important
Economic Measures, covers over 140 series which
are valuable to business analysts and forecasters
but which do not conform well enough to business
cycles to qualify as cyclical indicators. (There are a
few exceptions: Four series which are included in
part I are also shown in part II to complete the
systematic presentation of certain sets of data,
such as real GNP and unemployment.) The largest
section of part II consists of quarterly series from
the national income and product accounts; other
sections relate to prices, labor force, government
and defense-related activities, and international
transactions and comparisons.

The two parts are further divided into sections
(see table of contents), and each of these sections
is described briefly in this introduction. Data are
shown both in charts and in tables. Most charts
begin with 1962, but those for the composite
indexes and their components (part I, section A)
begin with 1950, and a few charts use a two-panel
format which covers only the period since 1975.
Except for section F in part II, charts contain
shading which indicates periods of recession in
general business activity. The tables contain data
for only the last few years. The historical data for
the various time series are contained in the 1984
Handbook of Cyclical Indicators.

In addition to the charts and tables described
above, each issue contains a summary table which
shows the current behavior of many of the series.
Appendixes present seasonal adjustment factors,
measures of variability, specific cycle turning
dates, cyclical comparison charts, and other
information of analytical interest. An index appears
at the back of each issue. It should be noted that
the series numbers used are for identification
purposes only and do not reflect precise
relationships or order. However, all series
considered as cyclical indicators are numbered in
the range 1 to 199.

Seasonal Adjustments

Adjustments for average seasonal fluctuations
are often necessary to bring out the underlying
trends of time series. Such adjustments allow for
the effects of repetitive intrayear variations
resulting primarily from normal differences in
weather conditions and from various institutional
arrangements. Variations attributable to holidays
are usually accounted for by the seasonal
adjustment process; however, a separate holiday

adjustment is occasionally required for holidays
with variable dates, such as Easter. An additional
adjustment is sometimes necessary for series
which contain considerable variation due to the
number of working or trading days in each month.
As used in this report, the term "seasonal
adjustment" includes trading-day and holiday
adjustments where they have been made.

Most of the series in this report are presented in
seasonally adjusted form and, in most cases, these
are the official figures released by the source
agencies. However, for the special purposes of this
report, a number of series not ordinarily published
in seasonally adjusted form are shown here on a
seasonally adjusted basis.

MCD Moving Averages

Month-to-month changes in a series are often
dominated by erratic movements. MCD (months for
cyclical dominance) is an estimate of the appro-
priate span over which to observe cyclical
movements in a monthly series. (See appendix A.)
It is the smallest span of months for which the
average change in the cyclical factor is greater than
that in the irregular factor. The more erratic a
series is, the larger the MCD will be; thus, MCD is 1
for the smoothest series and 6 for the most erratic.
MCD moving averages (that is, moving averages of
the period equal to MCD) tend to have about the
same degree of smoothness for all series. Thus, a
5-term moving average of a series with an MCD of 5
will show its cyclical movements about as clearly
as the seasonally adjusted data for a series with an
MCD of 1.

The charts in this report generally include
centered MCD moving averages for those series
with an MCD greater than 4. The seasonally
adjusted data are also plotted to indicate their
variation about the moving averages and to provide
observations for the most recent months.

Reference Turning Dates

The historical business cycle turning dates used
in this report are those designated by the National
Bureau of Economic Research, Inc. (NBER). They
mark the approximate dates when, according to
NBER, aggregate economic activity reached its
cyclical high or low levels. As a matter of general
practice, neither new reference turning dates nor
the shading for recessions will be entered on the
charts until after both the new reference peak and
the new reference trough bounding the shaded area
have been designated.

The historical reference turning dates are subject
to occasional reviews by NBER and may be changed
as a result of revisions in important economic
time series. The dates shown in this publication
for the 1948-70 time period are those determined
by a 1974 review. Since then, NBER has designated
turning points for recessions in 1973-75, 1980, and
1981-82.

Part I. CYCLICAL INDICATORS

Business cycles have been defined as sequences
of expansion and contraction in various economic
processes that show up as major fluctuations in ag-
gregate economic activity—that is, in com-
prehensive measures of production, employment,
income, and trade. While recurrent and pervasive,
business cycles of historical experience have been
definitely nonperiodic and have varied greatly in
duration and intensity, reflecting changes in
economic systems, conditions, policies, and
outside disturbances.

One of the techniques developed in business
cycle research and widely used as a tool for analyz-
ing current economic conditions and prospects is
the cyclical indicators approach. This approach
identifies certain economic time series as tending
to lead, coincide with or lag behind the broad
movements in aggregate economic activity. Such
indicators have been selected and analyzed by
NBER in a series of studies published between
1938 and 1967. During the 1972-75 period, a new
comprehensive review of cyclical indicators was
carried out by the Bureau of Economic Analysis
(BEA) with the cooperation of the NBER research
staff. The present format and content of part I of
BCD are based on the results of that study.

Section A. Composite Indexes and
Their Components

All cyclical indicators have been evaluated ac-
cording to six major characteristics: Economic
significance, statistical adequacy, consistency of
timing at business cycle peaks and troughs,
conformity to business expansions and
contractions, smoothness, and prompt availability
(currency). A formal, detailed weighting scheme
was developed and used to assess each series by all
of the above criteria. (See articles in the May and
November 1975 issues of BCD) The resulting
scores relate to cyclical behavior of the series
during the period 1947-70. This analysis produced
a new list of indicators classified by economic
process and typical timing at business cycle peaks
and troughs. (See tables on page 2 and text below
relating to section B.)

This information, particularly the scores relating
to consistency of timing, served as a basis for the
selection of series to be included in the composite
indexes. The indexes incorporate the best-scoring
series from many different economic-process
groups and combine those with similar timing
behavior, using their overall performance scores as
weights. Because they use series of historically
tested usefulness and given timing characteristics
(for example, leading at both peaks and troughs),
with diversified economic coverage and a minimum
of duplication, composite indexes give more
reliable signals over time than do any of the
individual indicators. Furthermore, much of the
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COMPOSITE INDEXES OF LEADING, COINCIDENT, AND LAGGING
INDICATORS: MAY 1988

The composite index of leading indicators decreased 0.1 percent in May to 192.6
(1967=100), according to preliminary estimates released June 29 by the Commerce Depart-
ment's Bureau of Economic Analysis.

On the basis of more complete data, the index increased 0.5 percent in April and
0.2 percent in March. A month ago, the Bureau reported estimates that showed the
index increased 0.2 percent in April and 0.2 percent in March. Change in credit
outstanding was the major contributor to the April revision.

Five of 9 indicators available for May contributed to the decline in the index.
They were, ordered from the largest negative contributor to the smallest: stock prices,
contracts and orders for plant and equipment in 1982 dollars, average weekly initial
claims for state unemployment insurance, average workweek, and building permits.

Four of 9 indicators made positive contributions. They were, ordered from the
largest positive contributor to the smallest: vendor performance (i.e., companies re-
ceiving slower deliveries from vendors), manufacturers1 new orders for consumer goods
and materials in 1982 dollars, change in sensitive materials prices, and money supply
in 1982 dollars.

The composite index of coincident indicators, a monthly approximation of aggregate
economic activity, increased 0.2 percent in May to 175.9 (1967=100). On the basis of
more complete data, the index decreased 0.1 percent in April and increased 0.6 percent
in March.

The composite index of lagging indicators increased 0.1 percent in May to 146.5
(1967=100). On the basis of more complete data, the index increased 0.5 percent in
April and 0.5 percent in March.

The leading index is designed to predict monthly movements in aggregate economic
activity, which is approximated by the coincident index. The lagging index is expected
to move, after a time lag, in the same direction as the coincident index and thus to
confirm the movements in the coincident index.

These concepts are explained more fully in the 1984 edition of Handbook of Cycli-
cal Indicators (price $5.50, stock number 003-010-00127-5), which is available from the
Superintendent of Documents, U.S. Government Printing Office, Washington, DC 20402.

More data on the composite indexes can be found on pages 10, 60, and 105 of this
issue of Business Conditions Digest.

Next release date: August 2 for the June composite indexes.
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COMPOSITE INDEXES OF LEADING, COINCIDENT, AND LAGGING
INDICATORS: AUGUST 1988

The composite index of leading indicators increased 0.4 percent in August to 193.4
(1967=100)/ according to preliminary estimates released September 30 by the Commerce
Department• s Bureau of Economic Analysis.

On the basis of more complete data, the index decreased 0.6 percent in July and
increased 1.5 percent in June. A month ago, the Bureau reported estimates that showed
the index decreased 0.8 percent in July and increased 1.4 percent in June. Average
workweek was the major contributor to the July revision. Change in credit outstanding
was the major contributor to the June revision.

Five of 9 indicators available for August contributed to the increase in the index.
They were, ordered from the largest positive contributor to the smallest: average
weekly initial claims for state unemployment insurance, manufacturers1 new orders for
consumer goods and materials in 1982 dollars, contracts and orders for plant and
equipment in 1982 dollars, building permits, and change in sensitive materials prices.

Four of 9 indicators made negative contributions. They were, ordered from the
largest negative contributor to the smallest: vendor performance (i.e., companies
receiving slower deliveries from vendors), average workweek, stock prices, and money
supply in 1982 dollars.

The composite index of coincident indicators, a monthly approximation of aggregate
economic activity, was unchanged in August at 178.1 (1967=100). On the basis of
more complete data, the index increased 0.2 percent in July and 0.7 percent in
June.

The composite index of lagging indicators increased 0.3 percent in August to 148.0
(1967=100). On the basis of more complete data, the index decreased 0.2 percent in
July and increased 1.1 percent in June.

The leading index is designed to predict monthly movements in aggregate economic
activity, which is approximated by the coincident index. The lagging index is expected
to move, after a time lag, in the same direction as the coincident index and thus to
confirm the movements in the coincident index.

These concepts are explained more fully in the 1984 edition of Handbook of
Cyclical Indicators (price $5.50, stock number 003-010-00127-5), which is available
from the Superintendent of Documents, U.S. Government Printing Office, Washington, DC
20402.

More data on the composite indexes can be found on pages 10, 60, and 107 of this
issue of Business Conditions Digest.

A recorded telephone message on (202) 898-2450 provides information on the com-
posite indexes and their components immediately upon their release. The message is
updated weekly to include recently available data for composite index components that
will be incorporated into the next release.

This and other news releases are available electronically at the time of public
release through the Cormierce Department' s Economic Bulletin Board at a nominal charge
to users. For information, call (202) 377-1986.

Next release date: November 1 for the September composite indexes.
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COMPOSITE INDEXES OF LEADING, COINCIDENT, AND LAGGING 
INDICATORS: SEPTEMBER 1988 

The composite index of leading indicators decreased 0.1 percent in September to 
193.3 (1967=100), according to preliminary estimates released November 1 by the Commerce 
Department's Bureau of Economic Analysis. 

On the basis of more complete data, the index increased 0.5 percent in August and 
decreased 0.7 percent in July. A month ago, the Bureau reported estimates that showed 
the index increased 0.4 percent in August and decreased 0.6 percent in July. 
Manufacturer's new orders for consumer goods and materials in 1982 dollars was the major 
contributor to the August revision. Change in credit outstanding was the major 
contributor to the July revision. 

Four of 9 indicators available for September contributed to the decline in the 
index. They were, ordered from the largest negative contributor to the smallest: 
contracts and orders for plant and equipment in 1982 dollars, building permits, change 
in sensitive materials prices, and money supply in 1982 dollars. 

Five of 9 indicators made positive contributions. They were, ordered from the 
largest positive contributor to the smallest: average workweek, average weekly initial 
claims for state unemployment insurance, stock prices, vendor performance (i.e., 
companies receiving slower deliveries from vendors), and manufacturers' new orders for 
consumer goods and materials in 1982 dollars. 

The composite index of coincident indicators, a monthly approximation of aggregate 
economic activity, increased 0.1 percent in September to 178.8 (1967=100). On the basis 
of more complete data, the index increased 0.2 percent in August and 0.3 percent in 
July. 

The composite index of lagging indicators increased 0.1 percent in September to 
148.7 (1967=100). On the basis of more complete data, the index increased 0.7 percent 
in August and decreased 0.3 percent in July. 

The leading index is designed to predict monthly movements in aggregate economic 
activity, which is approximated by the coincident index. The lagging index is expected 
to move, after a time lag, in the same direction as the coincident index and thus to 
confirm the movements in the coincident index. 

These concepts are explained more fully in the 1984 edition of Handbook of Cyclical 
Indicators (price $5.50, stock number 003-010-00127-5), which is available from the 
Superintendent of Documents, U.S. Government Printing Office, Washington, DC 20402. 

More data on the composite indexes can be found on pages 10, 60, and 107 of this 
issue of Business Conditions Digest. 

A recorded telephone message on (202) 898-2450 provides information on the composite 
indexes and their components immediately upon their release. The message is updated 
weekly to include recently available data for composite index components that will be 
incorporated into the next release. 

This and other news releases are available electronically at the time of public 
release through the Commerce Department's Economic Bulletin Board at a nominal charge 
to users. For information, call (202) 377-1986. 

Next release date: December 1 for the October composite indexes. 
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