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Preface

This report has been prepared to bring together
many of the available economic indicators in con-
venient form for analysis and interpretation by
specialists in business cycle analysis., The pre-
sentation and classification of series in this report
follows the business indicators approach. The clas-
sification of series and the business cycle turning
dates are those designated by the National Bureau
of Economic Research (NBER) which, in recent
years, has been the leader in this field of investi-
gation. However, this publication is not to be taken
as implying acceptance or endorsement by the
Bureau of the Census or any other government
agency of any particular approach to business cycle
analysis. It is intended only to supplement other
reports of the Department of Commerce that pro-
vide data for analyzing current business conditions.

The unique features are the arrangement of data
according to their usual timing relations during the
course of the business cycle and the inclusion of
special analytical measures and historical cyclical
comparisons that help in evaluating the current
stage of the business cycle.

About 70 principal indicators and over 300 com-
ponents are used for the different measures shown.
The movements of the series are shown against the
background of the expansions and contractions of
the general business cycle so that 'leads'" and
'lags' can be readily detected and unusual cyclical
developments spotted. The exact number of series
included for the total and important classes of
series may vary from month to month because of
additions of new series and revisions in the com-
position of indexes. Almost all of the basic data
are available in published reports. A complete list
of the series and the sources of data is shown on
the back cover of this report. All the data shown
are seasonally adjusted where seasonal variations
appear to exist.

The chief merits of this report are the speed
with which the data for indicators are collected,
assembled, and published and the arrangement of
the series for business cycle studies. Electronic
computers are used for many of the computations,
thus making early publication possible. Publica-
tion is scheduled for around the 20th of the month
following the month of data.
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A limited number of changes are made from
time to time to reflect the change from one stage
of the business cycle to another, to show new find-
ings of business cycle research and newlyavailable
economic series, or to emphasize the activity of a
particular series or series group. Such changes
may involve additions or deletions of series used,
changes in placement in relation to other series,
changes in' components of indexes, etc. These
changes will be listed in this section each month.
The changes made in this issue are as follows:

1. Retail sales data (series 54) have been re-
vised back to 1953 by means of new seasonal ad-
justment and trading day factors developed by the
Bureau of the Census. The new seasonal factors
are based upon Census Bureau ratio-to-moving-
average method of seasonal adjustment (Method II,
X-9 variant). The new trading day factors were
computed from internal evidence provided by the
irregular component of the seasonally adjusted
series.

2, Series 1, 2, 3, and 41 have been revised
back to January 1948 throughout the report. These
changes reflect the adoption, by the Bureau of Labor
Statistics, of a new benchmark date (March 1962)
for estimating current establishment statistics.

3. The diffusion indexes in chart 2 and table 4
and the directions of change in table 6 have been
revised for series D-1, D-41, and D-54 to reflect
the revisions in components of the aggregate series
(see items 1 and 2, above).

4. MCD moving averages are shown (chart 1)
for series 7, New Private Nonfarm Dwelling Units
Started, for the period April 1959 to present and
for series 9, Construction Contracts Awarded for
Commercial and Industrial Buildings, for the period
1948 to present. In addition, monthly seasonally
adjusted data are shown for series 7 from 1948 to
present and for series 9 from January 1958 to
present.

5. To aid users of Business Cycle Develop-
ments,appendix H has been added to this issue. It
consists of a paper which explains what is known
about business cycle indicators, the problems of
using them, and the research needed to improve
their usefulness. This paper, "Business Cycle
Indicators: The Known and The Unknown,' by Julius
Shiskin, was presented at a meeting of the Inter-
national Statistical Institute on August 24, 1963,

The October issue of Business Cycle Developments
is scheduled for release on October 22, 1963,

.o
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Descriptions
and
Procedures

Business Cycle Series

Intensive research over many years has provided
a record of the typical sequence of changes in eco-
nomic processes during a business cycle; more
specifically, a list of significant series that usually
lead, those that usually move with, and those that
usually lag behind cyclical movements in aggregate
economic activity, The series have been grouped,
in accordance with the NBER classification, as
"leading," 'roughly coincident,'" or ''lagging' in-
dicators. In addition, other series are included in
this report for a more complete coverage of the
national economy. The series are described as
follows:

NBER Leading Indicators.—Around 30 series
usually reach peaks or troughs before those in ag-
gregate economic activity as measured by the
roughly coincident series (see below). For this
reason, they are designated as '"leading' series.
One group of these series pertains to activities in
the labor market, another to orders and contracts,
and so on,

NBER Roughly Coincident Indicators., —About 15
series are direct measures of aggregate economic
activity or move roughly together with it; for ex-
ample, nonagricultural employment, industrial pro-
duction and retail sales, For this reason they are
referred to as ''roughly coincident' series.

NBER lagging Indicators, —Some series, such
as new plant and equipment expenditures and manu-
facturers' inventories, usually have reached turn-
ing points after they were reached in aggregate
economic activity, and for this reason, they are
designated as '"lagging' series.

Other series.—Additional U.S. series with busi-
ness cycle significance are also shown. Some of
these series, such as change in money supply,
merchandise trade balance, and cash surplus or
deficit, represent importantfactors in the economy,
but they have not qualified as indicators for various
reasons, such as irregularity in timing. Finally,
industrial production indexes for several countries
whichhave important trade relations with the United
States are presented,

Method of Presentation

Data are shown in this report in three general
categories, as follows:

Bagic data (chart 1 and table 1),—Over 50 busi-
ness cycle indicators and 20 additional series with
business cycle significance are included. Together
they provide a broad view of current and prospec-
tive business cycle fluctuations in the economy as
well as the basis for making an economic interpre-
tation of these fluctuations.

Analytical measures (charts 2-3 and tables 2-6), —
These are measures which aid in forming a judg-
ment of (1) the magnitude of current changes com-
pared to previous changes, (2) the imminence of a
turning point in the business cycle, and (3) the ex-
tent of current changes in different parts of the
economy. They also aid in pointing to developments
in particular industries and places.

Cyclical patterns {charts 4-5 and tables 7-9), —
The current cyclical change is compared with
changes at corresponding stages of earlier cycles.
These comparisons are made in different ways de-
pending upon the phase of the business cycle.

In addition to the data shown as partof the regu-
lar report, certain appendix materials are pre-
sented, These materials include historical data,
key information, and adjustment factors.

Designation of Business Cycle Turning
Points

The historical business cycle turning points are
those designated by the NBER. They mark the ap-
proximate date when aggregate economic activity
reached its cyclical high or low levels., As a matter
of general practice, a business cycle turning point
will not be designated until at least 6 months after
it has occurred.

Seasonal Adjustments

Official seasonally adjusted data are used in this
report wherever they are available, However, for
the special purposes of business cycle studies, a
number of series that are not ordinarily published
in seasonally adjusted form are shown on a season-
ally adjusted basis in this report. These series
are as follows:

4, Number of persons on temporary layoff, all
industries

5. Average weekly initial claims for unemploy-
ment insurance, State programs

9. Construction contracts awarded for commer-
cial and industrial buildings, floor space

1
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2 Descriptions and Procedures

13, Number of new business incorporations

14. Current liabilities of business failures

15, Number of business failures with liabilities

of $100,000 and over

17. Price per unit of labor cost index

18, Profits (before taxes) per dollar of sales,
. all manufacturing corporations

30. Nonagricultural placements, all industries

55, Index of wholesale prices, all commodities
other than farm products and foods

62. Index of labor cost per unit of output, total
manufacturing

81. Index of consumer prices

82, Federal cash payments to the public

83, Federal cash receipts from the public

84, Federal cash surplus or deficit

90. Defense Department obligations,
ment

91. Defense Department obligations, total

92. Military prime contract awards toU.S, busi-
ness firms

97. Backlog of capital appropriations, manufac-
turing

128, Japan, index of industrial production

procure-

Seasonal adjustments for these series were devel-
oped by either the Bureau of the Census or the
NBER. The adjustment factors used are shown in
the appendix table D, except for series 97 which is
the sum of seasonally adjusted components, and
series 9which is based on unpublished source data.
Seasonally adjusted data prepared by the collecting
agency will be substituted - for the series mentioned
above whenever they are published.

MCD Moving Averages

MCD (months for cyclical dominance) is an esti-
mate of the appropriate span over which to observe
the cyclical movements in a monthly series. This
span is usually longer than a single month because
month-to-month changes are often dominated by
erratic movements, but shorter than the frequently
used l2-month span (change from the same month
a year ago), and is different for different series
(see appendix C for MCD values and method of
computation) .

MCD is, on average, the first interval of months
for which the average amplitude of the cyclical fac-
tor is greater than that of the irregular factor and
remains so, It is small for smooth series and
large for irregular series. The differences be-
tween moving averages of the period equal to MCD
are commensurate with the differences between
seasonally adjusted values separated by the same
MCD span; thus, the month-to-month differences
in a 3-month moving average are commensurate
with differences in seasonally adjusted values over
3-month spans. MCD moving averages all have
about the same degree of smoothness. Conse-
quently, MCD moving averages of highly irregular
series, such as business failures and Federal cash
payments, will show their cyclical movements
about as clearly as the seasonally adjusted data for
such smooth series as industrial production and

personal income.! MCD moving averages are shown
for some series in chart 1. To provide an indica-
tion of the variation about these moving averages,
seasonally adjusted data are also plotted for years
beginning with 1960.

Because of advance reporting and preliminary
seasonal factors, the MCD's for current data are
usually larger than those computed from historical
series and shown in appendix C.

Analytical Measures of Current Change

Four kinds of analytical measures are pre-
sented—rates of change, diffusion indexes, timing
distributions, and direction-of-change tables. These
measures aid in forming a judgment of the mag-
nitude of current changes compared to previous
changes, the imminence of a turning point in the
business cycle, and the extent of current changes
in different parts of the economy. They also point
to developments in particular industries and places.

Rates of change. —There is considerable interest
in the rate of acceleration during expansions and
the rate of retardation during recessions.? For this
reason, rates of change for the principal monthly
and quarterly business cycle series are included in
table 2 of this report. Rates of change are helpful
in judging and appraising trends of acceleration or
retardation in a current business cycle phase, de-
spite the fact that the erratic nature of month-to-
month rates of change often makes it difficult to
determine the significance of a change until some
months after it has occurred, For series, such as
unemployment and layoffs, which wusually move
down during expansions and up during recessions,
the changes are inverted so that, in table 2, rises
are shown as declines and declines as rises.

Diffusion indexes. —Diffusion indexes are simple
summary measures of groups of economic series.
They express, for a given group, the percent of the
series which has risen over givenintervals of time.
Their turning points tend to lead the turning points
of the aggregate and they measure how widespread
a business change is. They vary between the liinits
of 100 (all components rising) and zero (all com-
ponents falling). Widespread increases are often
associated with rapid growth in aggregate activity,
and widespread declines with sharp reductions.

The diffusion indexes in this report are grouped
according to the timing classification of the NBER.
For monthly series, comparisons are made .over

!For a more complete description of MCD and its
use in studying economic series, see Business
Cycle Indicators, Geoffrey H, Moore, editor; Na-
tional Bureau of Economic Research, Inc., vol, 1,
ch, 18, "Statistics for Short-Term Economic Fore-
casting," by Julius Shiskin (Princeton University
Press: 1961).

*Various terms are used to describe the phases
of the business cycle, In this report both 'con-
traction'" and ''recession'" are used to describe
the declining phase. No difference in meaning is
intended.
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Descriptions and Procedures 3

l1-month intervals {January-February, February-
March, etc.) and generally for either 3- or 5-month
intervals depending upon the irregularity of the
series., Quarterly series are shown at l-quarter
or 4-quarter intervals. The indexes based on 1-
month intervals dre more 'current'! but they are
also more irregular than the 3- or 5-month indexes
(see chart 2). Quarterly series are compared
over l-quarter intervals and 4-quarter intervals.

Series numbers preceded by the letter '"D"
designate diffusion indexes. When one of these
numbers corresponds to a basic indicator series
number, it means that the diffusion index has been
computed from components of the indicator series;
for example, the diffusion index numbered "D6'" is
computed from components of series number 6.
Diffusion indexes not computed from basic series
components are assigned new numbers,

This report includes 29 diffusion indexes based
on 16 indicator series (see tables 4 and 5), Seven-
teen of these indexes are computed by the Bureau
of the Census utilizing nearly 300 components of 9
indicators (D1, D5, D6, D19, D23, D41, D47, D54,
and D58), Indexes for 8 of these indicators show
comparisons for components over l-month and
either 3- or 5-month spans while, for 1 indicator
(D58), comparisons are over l-month spans only.
The 12 other diffusion indexes are based on 7 indi-
cators closely related to the above 9 indicators.
They include two indexes on capital appropriations
(602 companies and 15 industries) —-NBER indexes
based on data from the National Industrial Confer-
ence Board; the Chicago Purchasing Agents Asso-
ciation index based on monthly reports of changes
in profits (200 companies); and First National City
Bank of New York index based on quarterly profit
reports (700 companies); and 8 NBER diffusion in-
dexes —actual and anticipated—for the following:
Manufacturers' sales (800 companies) and new
orders (400 companies), based on data from Dun
and Bradstreet, Inc.; carloadings (19 commodity
groups), based on data from the Association of
American Railroads; and new plant and equipment
expenditures (16 industries), based on data from
the Office of Business Economics and the Securities
and Exchange Commission,

Diffusion indexes that are based on anticipations
show what proportion of business enterprises (or
industries) are forecasting a rise in activity. Com-
parisons with indexes based on actual changes show
whether there is a generally optimistic bias or a
lag in recognition of actual developments.

Diffusion indexes constructed on the basis of
current data are often highly irregular and require
careful judgment in their use and interpretation,

Timing distributions,—Distributions of current
"highs" appear to be helpful in appraising the evi-
dence for a prospective business cycle turning
point. Each month a timing distribution is con-
structed which shows the number of series reach-
ing high values during each month of the expansion.
The timing distribution is summarized by showing
the number of series reaching new highs and the
percent currently high for each of several recent
months (see table 3). Similar distributions of
"lows' will be prepared during contractions.

To provide historical perspective for interpret-
ing the distribution of current highs, such distribu-
tions are also shown for leading and coincident
series as theyappear 3 months and 6 months before
the peak of each of the earlier post-World War II
expansions and at their peaks.

To compile timing distributions for the current
cyclical phase, the data for the principal business
cycle indicators are scanned each month. During a
business cycle expansion, the high value for each
series is recorded. (For inverted series, that is
series with negative conformity to the business
cycle, low values are taken during expansions and
high values during contractions,) If the values for
2 or more months are equal, the latest date is
taken as the high month. In selecting these values,
erratic values are disregarded, although it is, of
course, difficult to identify an erratic value, par-
ticularly for the current month,

The letter '"H" is used in the basic data table
(table 1) to identify and highlight the current high
values during the expansion, and the letter "L" to
identify the low values preceding the current highs,
The highs designated during the current cyclical
phase will not necessarily be the specific cycle
peaks. Thus, as new high levels are reached dur-
ing the expansion, the current highs will be moved
ahead. On the other hand, lows preceding current
highs are usually specific cycle troughs. Compari-
sons of the current timing distributions with those
for periods around earlier business cycle troughs
and peaks are helpful for appraising the evidence
of a prospective business cycle turning point,

Interpretations of timing distributions must be
made in light of the fact that a contraction following
a high value reached several months ago may be
the result of an erratic fluctuation and that a new
high may be reached in some future month, In
short, when the percent currently high falls below
50 percent for both the leading and roughly coinci-
dent series, this does not necessarily signify that
a business cycle peak has occurred. It may do so,
but it may also simply reflect a short reversal in
the upward movement. :

Direction-of-change tables. —Direction-of-change
tables show directions of change ('+'" for rising,
"o!" for unchanged, and "-" for falling) in the com-
ponents used for the diffusion indexes. These
tables provide a convenient view of changing busi-
ness conditions and are helpful in making an eco-
nomic interpretation of the movements in the more
highly aggregated statistical measures. That is,
they show which economic activities went up, which
went down, and how long such movements have
persisted. They also help to show how a recession
or recovery spreads from one sector of the econ-
omy to another.

Directions of change for each index component
are shown for consecutive months and, depending
upon the irregularity of the series, for either 3- or
5-month spans.

Comparisons of Cyclical Patterns

In forming a judgment about the current intensity
and probable ultimate character of a cyclical fluc-
tuation, some economists find it helpful to compare
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4 Descriptions and Procedures

the behavior of the indicator series and diffusion
indexes in the current business cycle phase with
their behavior during the corresponding phase of
previous business cycles. These comparisons are
made in different ways depending upon the phase of
the business cycle,

Contractions are compared by computing changes
over the span from the most recent business cycle
peak to the current month and over equal spans
from previous reference peaks. This type of com-
parison is designated as representing changes from
reference peak levels and from reference peak

dates.

Expansions may be compared by measuring
changes from the immediately preceding peak lev-
els. In this report the current expansion is related
to the May 1960 reference peak. For earlier ex-
pansions, percentage changes are also computed
from their respective reference peaks to dates
which are the same number of months beyond the
succeeding reference troughs as the current expan-
sion is beyond its reference trough. This type of
comparison is designated as representing changes
computed from reference peak levels and from
reference trough dates. Although the spans from
reference trough dates are the same for each ex-
pansion, the spans from the preceding peak dates
are different, depending on the length of the con-
tractions, This type of comparison answers the
question whether, and by how much, the current
level of activity exceeds or falls short of the level
at the preceding business cycle peak, a given num-
ber of months after the recovery began, and how
the current situation compares in this respect with
earlier recoveries.

Expansions also may be compared by computing
changes from reference trough levels and from

reference trough dates. This type of comparison
measures the extent of the rise from the trough
level so many months after the upswing began,

In addition to comparing cyclical fluctuations on
the basis of reference dates (which are the same
for all series), comparisons are made on the basis
of specific peak and trough dates identified for
each series. For example, the specific peak in
retail sales corresponding to the May 1960 refer-
ence peak is April 1960; the specific peak in stock
prices is July 1959,

Recent performance in several individual indi-
cators is compared graphically with that in earlier
business cycles. In making graphic comparisons,
the reference peak or trough levels are set equal
to 100, and the reference peak or trough dates are
alined depending on the phase of the business cycle.

In order to make historical comparisons, it is
frequently necessary to use data for a closely re-
lated series for cycles prior to the initial date
covered by the geries used currently, Such com-
parisons are, therefore, to be considered only
approximate. Nearly all series have undergone
change in definition, coverage, or estimation pro-
cedure since 1919. The principal cases of this
sort are as follows:

7. New private nonfarm dwelling units started
(prior to 1939: Residential building con-
tracts, floor space)

41, Number of employees in nonagricultural es-
tablishments (prior to 1929: Employment
in manufacturing)

52, Personal income (prior to 1929: Quarterly
data as published by Barger and Klein)

54, Sales of retail stores (prior to 1935: Depart-
ment store sales)

62, Index of labor cost per unit of output, total
manufacturing (prior to 1946: Production
worker wage cost per unit),

Charts

Two types of charts are used to highlight the
cyclical patterns of the business cycle indicators:
Historical time series and cyclical comparisons.

Historical Time Series (charts 1, 2, and 3),—
These charts show the cyclical fluctuations of each
series against the background of expansions and
recessions in general business activity from 1948
to the current month. Shaded areas on the charts
indicate periods of business cycle recession be-
tween business cycle peak dates (beginnings of
shaded areas) and business cycle trough dates
(ends of shaded areas). The shading for a new re-
cession will be entered only aftera trough has been
designated.

Five ratio scales and several arithmetic scales
are used to highlight the cyclical movements of the
various series. The scale selected for each series
is identified in the margin of the chart, Rates of
change of various series can be compared with
each other only where scales are identical. See the. .
diagram, page 5, for additional help in using these
charts.

Cyclical Comparisons (charts 4 and 5).-~These
charts compare the performance of each series
during the current expansion or recession with that
during the corresponding phase of previous business
cycles, In these charts the usual date sequence
followed in charts is disregarded, and instead the
data are alined at a strategic point of the business
cycle, either the trough or the peak. Thus these
charts facilitate judgements on the vigor of a cur-
rent expansion or the severity of a current reces-
sion relative to cyclical movements during the
corresponding phases of previous cycles.

Two types of cyclical comparisons are made.
Chart 4 compares the pattern of the current busi-
ness or reference cycle (i.e., the cycle for aggre-
gate economic activity) with movements over the
corresponding phase of previous reference cycles.
Chart 5 compares the pattern of the current spe-
cific cycle (i.e., the cycle for a particular series)
with the movements over the corresponding phases
of previous specific cycles in that series. In both
charts, the trough dates are alined. In chart 4, the
levels of the preceding peaks are also alined and
in chart 5, the levels of the preceding troughs are
also alined. See the section, "Comparisons of
Cyclical Patterns', for more detailed descriptions
of these comparisons.
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Descriptions and Procedures 5

(Apr.) (May) (Feb.)
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T —= Trough (T) of cycle indicates
: l ] 1 end of recession and beginning
of Expansion (white areas)
as designated by N

Pegk (P} of cycle indicates
end of expansion and beginning
of ession (shaded areas
as designated by NBER

E \ Arabic number indicates latest

month for which data are plotted

RS 5" = oy
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Broken_lines indicate table-1

ata for series where an MCD
moving average* is plotted

Sgﬂ_u}ng_indicates monthly
ata, (Such data may be the
table-1 figures, MCD moving
averages, or diffusion indexes--

charts 2 and 3.)

Pargllel lines indicate a break
in continuity--e.g., data not

available, change in sample re-
ported, chonge in base used for
computations, etc,

Roman number indicates latest

quarter for which data are plotted
(*T'" = first quarter)
Dotted line indicates anticipated
1. Bus. expend., new plant /
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nd equip. (bil. dol.) . 40
M..
30
20 \

See back cover for complete
titles and sources of series

a <

scale L-3

Solid line with quarterly
gloﬁin? points indicates

quarterly data

Various ratio and arithmetic scales
are used fo high ight the cyclical
timing and patterns for each series;
where different scales are used, the
rates of change are not comparable
from series to series. ‘*Scale A"’ is
an arithmetic scale; “'scale L-1" is
a semilogarithm scale with 1 cycle;
**scale L-2", a semilogarithm scale
with 2 cycles, etc.

*Certain irregular series are shown in terms of their MCD moving averages. These series are noted. Such averu?es are plotted 2 months behind actual dota for
MCD moving averages.

MCD 5-term moving averages and 2% months behind, for MCD 6-term moving averages. See text for description of
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6 Basic Data
| CHART1 | BUSINESS CYCLE SERIES: 1948 TO PRESENT
A - NBER Leading Indicators
(Nov.)  (Oct.) (July) (Avg.) (July) (Apr.) (May) (Feb.)
P T P T
T 1 | e — 42
" 0 indi
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/\/\ — 40
— 3%
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f '\/\/ —150
— 4.0
130

30. Nonagr. placements, all indus. (thous.) .

400§

’M’%M /v
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YN T

4, Temp. layoff, all indus. (thou;.)-- 7
invert e; MCD movin ||‘ o
" e
1 ||l| ] Y fll
l‘\ ) “[I \II by :I‘:l I\ —1 125
i
vV ] — 150
- d —-1 175
. — 200
— 225
— 250

5. Av. weekly initial claims, Sta

},\A,- insur, (thous.)--inverted scale

i
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\
"\

=S e
L

/\f\/"l —{ 300

scale A

scale A

500 ¢

scale A_

N\

scale (-3

scole L-3

400

500
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See "How to Read Charts 1, 2, and 3,” page 5.
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BUSINESS CYCLE SERIES:

Basic Data

1948 TO PRESENT—Con.

A NBER Leading Indicators—Con.
(Nov.)- (Oct.) (July) (Avg.) (July) (Apr.) (May) (Feb.)
Lo ' S A — — . L. LA |
New investment commitments 6. New orders, dur. goods indus, 18
. 16
(bil. dol.) Y
N/"" 14
W 12
. 7
24. New orders, mach. and equip. i 6
aWa 5
'\,‘ ’M// 4
9. Constr. contracts, 50
. 40
'-/\/'.\../ 35
\ 30
/ 10. Contracts and orders mpiont ond equip Z
. W 4
]
11. New capital mfg. (bil. do
/\, 3
2
7. Private nonfarm housing starts (mil.) 18
I
1,6
N 14
N \'\A\,\ 1.2
1.0
29. New bldg. permits, private housing unit:
(index: 1957-59=100)
140
120
F\‘ 100
80
immm |||||I||||||||I|||“|"