
IMPORTANT FEATURES AND CHANGES FOR THIS ISSUE

A limited number of changes are made from time to time to re
fleet the change from one stage of the business cycle to another, to
show new findings of business-cycle research and newly available eco-
nomic series, or to emphasize the activity of a particular series or
series group. Such changes may involve additions or deletions of se-
ries 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 following cyclical comparisons are made in this report:

1. Percentage changes in important business-cycle indicators from
reference peak levels and reference trough dates (table 7)

2. Percentage changes from specific peak levels and specific
trough dates (table 8)

3. Percentage changes from specific trough levels and specific
trough dates (table 9)

4. Graphic comparisons from reference peak levels and reference
trough dates (chart 4)

5. Graphic comparisons from specific trough levels and specific
trough dates (chart 5)
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BUSINESS-CYCLE DEVELOPMENTS

INTRODUCTION

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 which, in recent years, has
been the leader in this field of investigation.1 How-
ever, 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 par-
ticular approach to business-cycle analysis. It is
intended only to supplement other reports of the
Department of Commerce that provide 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. Electronic computers
are used for many of the computations.

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. This report
is scheduled for publication about the 20th of the
month following the month of data.

Altogether about 70 principal indicators and
about 350 components 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 un-
usual cyclical developments spotted. The exact
number of series included for the total and impor-
tant classes of series may vary from month to month
because of additions of new series and revisions in
the composition 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.

^•For further information about the National
Bureau of Economic Research approach to business-
cycle studies, see their publications, Business-
Cycle Indicators, Princeton University Press, 1961,
and "Signals of Recession and Recovery", Occasional
Paper 77, National Bureau of Economic Research, New
York, 1961. These publications also contain histor-
ical data for most business indicators included in
this report.

ORGANIZATION AND CONTENT OF THE REPORT

Three types of data are shown in this report.
They are as follows:

Basic data (chart 1 and table l).--Over 50
business-cycle indicators and 20 additional series
with business-cycle significance are included. To-
gether they provide a broad view of current and
prospective business-cycle fluctuations in the econ-
omy as well as the basis for making an economic
interpretation of these fluctuations.

Auxiliary 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 6-7 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 part of the reg-
ular report, certain appendix materials are pre-
sented. These materials include historical data,
key information, and adjustment factors.

DESCRIPTIONS AND PROCEDURES

Business-Cycle Series

The three major groups of series are those with
a fairly consistent timing relation to the business
cycle. They are grouped, in accordance with the
National Bureau of Economic Research classifica-
tion, as "leading," "roughly coincident," or "lag-
ging" indicators. Additional series are also included
for a more complete coverage of the national econ-
omy. The series are described as follows:

NBER Leading Indicators.-- Around 30 series
usually reach peaks or troughs before those in ag-
gregate e conomic 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 mar-
ket, 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 , nonagriculturalemployment, industrial pro-
duction or 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-
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BUSINESS-CYCLE DEVELOPMENTS

facturers1 inventories, usually have reached turning
points after they were reached in aggregate econom-
ic activity, and for this reason, they are designated
as "lagging" series.

Other series.--About 20 additional U.S. series
with business-cycle significance are also shown.
Some of these series, such as change in money sup-
ply, merchandise trade balance, and cash surplus
or deficit, represent important factors in the econ-
omy, but they have not qualified as indicators for
various reasons, such as irregularity in timing.
Finally, industrial production indexes for several
countries which have important trade relations with
the United States are presented.

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:

2. Accession rate, manufacturing
3. Layoff rate, manufacturing
4. Number of persons on temporary layoffs, all

industries
5. Initial claims for unemployment insurance,

all State programs
13. Number of new business incorporations
14. Current liabilities of business failures
15. Number of business failures with liabilities

of $100,000 and over
18. Profits (before taxes) per dollar of sales, all

manufacturing corporations
25. Change in manufacturers' unfilled orders,

durable goods industries
30. Nonagricultural placements, all industries
45. Average weekly insured unemployment, all

State programs
55. Index of wholesale prices, all commodities

other than farm products and foods
66. Consumer installment debt
81. Index of consumer prices
82. Federal payments to the public
83. Federal receipts from the public
84. Net Federal budgetary surplus or deficit
90. Defense Department obligations, procure-

ment
91. Defense Department obligations, total
92. Military prime contract awards to U.S. busi-

ness firms
125. Ge rmany- -industrial production index
128. Japan--industrial production index

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 ap-
pendix, table D. Seasonally adjusted data prepared
by the collecting agency will be substituted for the
series mentioned above whenever they are published.

Designation of Business-Cycle Turning Points

The historical business-cycle turning points are
those designated by the National Bureau of Economic

Research. As a matter of general practice, a
business-cycle turning point will not be designated
until at least 6 months after it has occurred.

Charts

Shaded areas on the charts indicate periods of
business-cycle contraction between reference dates
for peaks ("P"--beginnings of shaded areas) and
troughs ("T"--ends of shadedareas). The reference
dates are those selected by the National Bureau of
Economic Research and mark the approximate date
when aggregate economic activity reached its high
or low. Since a busines-s-cycle turning point will
not be designated until at least 6 months after it has
occurred, the shading for a recession period will
be entered only after a trough has been designated.

The month or quarter of the latest data plotted
is indicated in a box near the end of each series.
Months are indicated by Arabic numerals and quar-
ters by Roman numerals. Quarterly series are i-
dentified by the letter "Q" and connected by broken
lines. Monthly series are connected by solid lines.

Auxiliary Measures of Current Changes

Three kinds of auxiliary measures are presented--
diffusion indexes, timing distributions , and direc-
tion-of-change tables. These measures aid ini form-
ing a judgment of the magnitude of current changes
compared to previous changes, the imminence of a
turning point in the business cycle, and the extent
of current changes indifferent parts of the economy.
They also point to developments in particular indus-
tries and places.

Diffusion indexe s.- -Diffusion- indexe s are simple
summary measures of groups of economic series.
They express, for a given group, the percent of the
series which has risen over given intervals 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 limits
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 National
Bureau of Economic Research. For monthly series,
two comparison intervals are used: 1-month inter-
vals (January-February, February-March, etc.)
and 3-month intervals (January-April, February-
May, e tc . ) . The indexes based on 1-month inter-
vals are more "current" but they are also more ir-
regular than the 3-month indexes (see chart 2) .
Quarterly series are compared over 1-quarter in-
tervals and 4-quarter intervals.

This report now includes 29 diffusion indexes.
Of these, about 17 are based on different groupings ,
timing classifications, and comparison intervals,
and utilize, in all, about 300 components. The 12
other diffusion indexes include the Chicago Purchas-
ing Agents' Association index based on monthly re -
ports of changes in profits; the First National City
Bank of New York index based on quarterly profit
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BUSINESS-CYCLE DEVELOPMENTS

reports; and 10 National Bureau of Economic Re-
search diffusion indexes of actual and anticipated
sales and new orders based on data from Dun and
Bradstreet, Inc. , actual and anticipated carloadings
based on data from the Association of American
Railroads, actual and anticipated new plant and
equipment expenditures based on data from the Of-
fice of Business Economics and the Securities and
Exchange Commission, and actual indexes of cap-
ital appropriations for 602 companies and 15 indus-
tries based on data from the National Industrial Con-
ference Board.

Diffusion indexes constructed on the basis of cur-
rent data are often highly irregular and require
careful judgment in their use and interpretation.

Series numbers preceded by the letter "D" des-
ignate 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 exam-
ple, the diffusion index numbered "D611 is computed
from components of series number 6. Diffusion in-
dexes not computed from basic series components
are assigned new numbers.

highs and lows appear to be helpful in identifying a
turning point in the business cycle promptly after it
occurs. Each month a timing distribution is con-
structed which shows the number of series reaching
high (low) values during each of the recent expan-
sion (contraction) months. The timing distribution
is summarized by showing the number of series
reaching new highs (lows) and the percent current-
ly high (low) for each of several recent months (see
table 3).

To compile timing distributions , the data for each
of the 50 business -cycle indicators over the period
of the current cyclical phase are scanned each
month. During a business cycle contraction, the low
value for each series is identified; during an expan-
sion, the high value is identified. For inverted se-
ries, that is, series with negative conformity to the
business cycle, high values are taken during con-
traction and low values during expansion. If the
values for 2 or more months are equal, the latest
date is taken as the low (high) month. In selecting
these values, erratic values are disregarded, al-
though it is, of course, difficult to identify an er-
ratic value, particularly for the current month.

The "L" is used in the basic data table (table 1 )
to identify and highlight the current low values dur-
ing contraction and the letter "H", to identify cur-
rent high values during expansion. In addition, these
symbols are used to identify the low values preced-
ing current highs and high values preceding current
lows. These identifications facilitate an economic
interpretation of the timing distribution since they
show which economic activities reached lows or highs
in the several months.

These measures have been developed only re-,
cently, and experience may reveal a flaw or pos-
sible improvement in the techniques. For the pres-
ent, interpretations 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 cur-
rently high falls below 50 percent for both the lead-
ing and roughly coincident series , this does not nee -
essarily signify that a business-cycle peak has oc-
curred. 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 -
ponentsused for the diffusion indexes. These tables
provide a convenient view of changing business con-
ditions and are helpful in making an economic inter -
pretation of the movements in the more highly ag-
gregated 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 economy to another.

Comparisons of Cyclical Patterns

In forming a judgment about the current intensi-
ty and probable ultimate character of a cyclical
fluctuation, some economists find it helpful to com-
pare the behavior of the indicator series and dif-
fusion indexes in the current business-cycle phase
with their behavior during the corresponding phase
of previous business cycles. These comparisons
are made indifferent 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 comparison
is designated as representing changes from refer-
ence 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 I960 reference peak. For earlier expan-
sions, 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 expansion is be-
yond 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 expansion, the
spans from the preceding peak dates are different,
depending on the length of the contractions. This
type of comparison answers the question whether,
and by how much, the current level of activity ex-
ceeds or falls short of the level at the preceding
business-cycle peak, a given number of months
after the recovery began, and how the current sit-
uation compares in this respect with earlier recov-
eries.

Expansions also may be compared by computing
changes from reference trough levels and from ref-
erence trough dates. This type of comparison meas-
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BUSINESS-CYCLE DEVELOPMENTS

ures 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 I960 reference peak
is April I960; the specific peak in stock prices is
July 1959.

Re cent performance in several individual indica-
tors 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 cov-
ered by the series used currently. Such compari-
sons are, therefore, to be considered only approx-
imate. Nearly all series have undergone change in
definition, coverage, or estimation procedure since
1919. The principal cases of this sort are as follows:

7. New private permanent nonfarm dwelling
started (prior to 1939: Residential building
contracts, floor space)

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

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

62. Index of wage and salary cost per unit of out-
put, total manufacturing (prior to 1946:
Production worker wage cost per unit. Sup-
plements to wages and salaries, which are
apart of total labor cost, are not included).
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IMPORTANT FEATURES AND CHANGES FOR THIS ISSUE

A limited number of changes are made from time to time to re-
flect the change from one stage of the business cycle to another, to
show new findings of business-cycle research and newly available
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. Two series, the average workweek (No. 1) and nonagricultural
employment in establishments (No. 41) have been revised by the
Bureau of Labor Statistics as a result of the introduction of a new 1959
benchmark and the conversion to the 1957 Standard Industrial Classi-
fication. Revised data for these series are plotted, from 1948 to date,
in chart 1 and shown, from January 1959 to October 1961, in table 1.
Revisions in the directions-of-change tables (tables 6A and 6F) and
diffusion indexes (table 4) , however, have been carried back to April
1961 only.

2. New private housing units authorized by local building permits
(No. 29) has been converted to an index with 1957-59 as the compari-
son base. The average annual rate for the base period is 1,089 thou-
sand permits.

3. Rates of change for 13 monthly and 10 quarterly business-cycle
series have been added to table 2.

4. Appendix table A, which shows the reference dates and dura-
tions of historical business cycles, has been expanded to include the
average duration of peacetime cycles.
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Business Cycle Developments
INTRODUCTION

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 which, in recent years, has
been the leader in this field of investigation. How-
ever, 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 par-
ticular approach to business-cycle analysis. It is
intended only to supplement other reports of the
Department of Commerce that provide 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. Electronic computers
are used for many of the computations.

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. This report
is scheduled for publication about the 20th of the
month following the month of data.

Altogether about 70 principal indicators and
about 350 components 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 un-
usual cyclical developments spotted. The exact
number of series included for the total and impor-
tant classes of series may vary from month to month
because of additions of new series and revisions in
the composition 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

Experimental work for this report was carried
out in collaboration with the NBER which is
responsible for much of the early research in
this field. Their background paper, Signals of
Recession and Recovery, contains a more de-
tailed description of the measures used, addi-
tional historical data, and the history of the
development of the techniques employed. This
paper (by Julius SMskin) was published as
Occasional Paper 77 of the National Bureau of
Economic Research, 261 Madison Avenue, New
York 16, N/Y. (207 pages, price $3).

on the back cover of this report. All the data shown
are seasonally adjusted where seasonal variations
appear to exist.

ORGANIZATION AND CONTENT OF THE REPORT

Three types of data are shown in this report.
They are as follows:

Basic data (chart 1 and table l).--Over 50
business-cycle indicators and 20 additional series
with business-cycle significance are included. To-
gether they provide a broad view of current and
prospective business-cycle fluctuations in the econ-
omy as well as the basis for making an economic
interpretation 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 6-7 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 part of the reg-
ular report, certain appendix materials are pre-
sented. These materials include historical data,
key information, and adjustment factors.

DESCRIPTIONS AND PROCEDURES

Business-Cycle Series

The three major groups of series are those with
a fairly consistent timing relation to the business
cycle. They are grouped, in accordance with the
National Bureau of Economic Research classifica-
tion, as "leading," "roughly coincident," or "lag-
ging" indicators . Additional series are also included
for a more complete coverage of the national econ-
omy. 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 mar-
ket, 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 or retail sales. For this reason they are
referred to as "roughly coincident" series.

1
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NBER Lagging Indicators . --Some series, such Designation of Business-Cycle Turning Points
as new plant and equipment expenditures and manu-
facturers' inventories, usually have reached turning
points after they were reached in aggregate econom-
ic activity, and for this reason, they are designated
as "lagging" series.

Other series.--About 20 additional U. S. series
with business-cycle significance are also shown.
Some of these series, such as change in money sup-
ply, merchandise trade balance, and cash surplus
or deficit, represent important factors in the econ-
omy, but they have not qualified as indicators for
various reasons, such as irregularity in timing.
Finally, industrial production indexes for several
countries which have important trade relations with
the United States are presented.

Seasonal Adjustments

Official seasonally adjusted data are used in this
report wherever they are available. However, for
the special purposes of business-cycle studies,
around 20 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:

2. Accession rate, manufacturing
3. Layoff rate, manufacturing
4. Number of persons on temporary layoff, all

industries
5. Initial claims for unemployment insurance,

State programs
13. Number of new business incorporations
14. Current liabilities of business failures
15. Number of business failures with liabilities

of $100,000 and over
18. Profits (before taxes) per dollar of sales,

all manufacturing corporations
25. Change in manufacturers' unfilled orders,

durable goods industries
30. Nonagricultural placements, all industries
45. Average weekly insured unemployment, State

programs
55. Index of wholesale prices, all commodities

other than farm products and foods
66. Consumer installment debt, end of month
81. Index of consumer prices
82. Federal payments to the public
83. Federal receipts from the public
84. Net Federal cash surplus or deficit
90. Defense Department obligations, procure-

ment
91. Defense Department obligations, total
92. Military prime contract awards to U.S. busi-

ness firms
125. West Germany, index of industrial production
128. Japan, index of industrial production

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 ap-
pendix, table D. Seasonally adjusted data prepared
by the collecting agency will be substituted for the
series mentioned above whenever they are published.

The historical business-cycle turning points are
those designated by the National Bureau of Economic
Research. They mark the approximate date when
aggregate economic activity reached its cyclical
high or low levels. As a matter of general prac-
tice, a business-cycle turning point will not be des-
ignated until at least 6 months after it has occurred.

Charts

Shaded areas on the charts indicate periods of
business-cycle contraction between reference dates
for peaks ("P"—beginnings of shaded areas) and
troughs ("T"—ends of shaded areas). The shading
for a recession period will be entered only after a
trough has been designated.

The month or quarter of the latest data plotted
is indicated in a box near the end of each series.
Months are indicated by Arabic numerals and quar-
ters by Roman numerals. Quarterly series are
identified by the letter "Q" and connected by broken
lines. Monthly series are connected by solid lines.

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 magni-
tude 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
detect the significance of a change until some
months after it has occurred. For series, such as
unemployment and layoffs, which usually move
down during expansions and up during recessions,
the changes are inverted so that rises are shown
as declines and vice versa.

Diffusion indexe s.- -Diffusion- indexe s are simple
summary measures of groups of economic series.
They express, for a given group, the percent of the
series which has risen over given intervals 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 limits
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.
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The diffusion indexes in this report are grouped
according to the timing classification of the National
Bureau of Economic Research. For monthly series,
two comparison intervals are used: 1-month inter-
vals (January-February, February-March, etc.)
and 3-month intervals (January-April, February-
May, etc. ) . The indexes based on 1-month inter-
vals are more "current" but they are also more ir-
regular than the 3-month indexes (see chart 2) .
Quarterly series are compared over 1-quarter in-
tervals and 4-quarter intervals.

This report includes 29 diffusion indexes. Seven-
teen of these indexes utilize 300 components of 9
principal indicators. For 8 of these indicators, the
components are compared over 3-month as well as
1-month spans, while for 1 of them, comparisons
are made over 1-month spans only. The 12 other
diffusion indexes are based on 7 series which are
closely related to the principal indicators. They
include the Chicago Purchasing Agents Association
index based on monthly reports of changes in profits
(200 companies), the First National City Bank of
New York index based on quarterly profit reports
(600 companies), and 10 NBER diffusion indexes,
as follows: Manufacturers' actual and anticipated
sales (800 companies) and actual and anticipated
new orders (400 companies), based on data from
Dun and Bradstreet, Inc.; actual and anticipated
carloadings (19 commodity groups), based on data
from the Association of American Railroads; actual
and anticipated new plant and equipment expendi-
tures (16 industries), based on data from Office of
Business Economics and the Securities and Ex-
change Commission; and actual indexes of capital
appropriations for 602 companies and for 15 indus-
tries, based on data from the National Industrial
Conference Board.

Diffusion indexes constructed on the basis of cur-
rent data are often highly irregular and require
careful judgment in their use and interpretation.

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.

Timing distributions . - -Distributions of current
highs and lows appear to be helpful in identifying a
turning point in the business cycle promptly after it
occurs. Each month a timing distribution is con-
structed which shows the number of series reaching
high (low) values during each of the recent expan-
sion (contraction) months. The timing distribution
is summarized by showing the number of series
reaching new highs (lows) and the percent current-
lyhigh (low) for each of several recent months (see
table 3).

To compile timing distributions , the data for each
of the 50 business-cycle indicators over the period

of the current cyclical phase are scanned each
month. During a business cycle contraction, the low
value for each series is identified; during an expan-
sion, the high value is identified. For inverted se-
ries, that is, series with negative conformity to the
business cycle, high values are taken during con-
traction and low values during expansion. If the
values for 2 or more months are equal, the latest
date is taken as the low (high) month. In selecting
these values, erratic values are disregarded, al-
though it is, of course, difficult to identify an er-
ratic value, particularly for the current month.

The letter "L" is used in the basic data table
(table 1) to identify and highlight the current low
values during contraction and the letter "H", to
identify current high values during expansion. In
addition, these symbols are used to identify the low
values preceding current highs and high values
preceding current lows. These identifications fa-
cilitate an economic interpretation of the timing
distribution since they show which economic activi-
ties reached lows or highs in the several months.

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-
ponentsused for the diffusion indexes. These tables
provide a convenient view of changing business con-
ditions and are helpful in making an economic inter -
pretation of the movements in the more highly ag-
gregated 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 economy to another.

Comparisons of Cyclical Patterns

In forming a judgment about the current intensi-
ty and probable ultimate character of a cyclical
fluctuation, some economists find it helpful to com-
pare the behavior of the indicator series and dif-
fusion indexes in the current business-cycle phase
with their behavior during the corresponding phase
of previous business cycles. These comparisons
are made indifferent 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 comparison
is designated as representing changes from refer-
ence peak levels and from reference peak dates.
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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 I960 reference peak. For earlier expan-
sions, 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 expansion is be-
yond its reference trough. This type of comparison
is designated as representing changes computed
from reference peak levels and from reference
trough date s. Although the spans from reference
trough dates are the same for each expansion, the
spans from the preceding peak dates are different,
depending on the length of the contractions. This
type of comparison answers the question whether,
and by how much, the current level of activity ex-
ceeds or falls short of the level at the preceding
business-cycle peak, a given number of months
after the recovery began, and how the current sit-
uation compares in this respect with earlier recov-
eries.

Expansions also may be compared by computing
change s from reference trough levels and from ref-
e rence trough date s. This type of compari&on meas-
ures 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 I960 reference peak
is April I960; the specific peak in stock prices is
July 1959.

Re cent performance in several individual indica-
tors 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, itis
frequently necessary to use data for a closely re-
lated series for cycles prior to the initial date cov-
ered by the series used currently. Such compari-
sons are, therefore, to be considered only approx-
imate. Nearly all series have undergone change in
definition, coverage, or estimation procedure since
1919. The principal cases of this sort are as follows:

7. New private permanent nonfarm dwelling
units started (prior to 1939: Residential
building contracts, floor space)

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

54. Sales of retail stores (prior to 1935: De-
partment store sales)

62. Index of wage and salary cost per unit of
output, total manufacturing (prior to 1946:
Production worker wage cost per unit.
Supplements to wages and salaries, which
are a part of total labor cost, are not
included).

HOW TO READ THE TIME SERIES CHARTS (CHARTS 1-3)

Peak of cycle
indicates beginning of
Recession Period (shaded areas)
as designated by NBER

47. Industrial production
(1957=100)

50. GNP, 1954 dollars, Q
(billions of dollars)

49. GNP, current dollars, Q\
s) S

See back cover for complete titles
and sources of series.

Trough of cycle
indicates beginning of
Expansion Period as designated
by NBER

Arabic numerals indicate latestmonth
for which data are plotted

1957 1958 1959 1960 1961

Roman numerals indicate latest quar-
ter for which data are plotted

Broken line indicates quarterly data

Various ratio and arithmetic scales
are used to highlight the cyclical
timing and patterns for each series;
where different scales are used, the
rates of change are not comparable
from series to series.
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IMPORTANT FEATURES AND CHANGES FOR THIS ISSUE

A limited number of changes are made from time to time to re-
flect the change from one stage of the business cycle to another, to
show new findings of business cycle research and newly available
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. The series on wholesale price index, excluding farm products
and foods (series 55) has been eliminated from chart 5 because of
difficulties in designating specific cycles during the post-World War
II period. The series on labor income in mining, manufacturing, and
construction (series 53) has been added to chart 5 and to table 8.

2. Two series, accession rate (No. 2) and layoff rate (No. 3),
which were formerly seasonally adjusted by the Bureau of the Census,
have recently been revised and published in seasonally adjusted form
by the Bureau of Labor Statistics. The revised data for these series
are plotted in chart 1 from January 1948 to September 1961 and are
shown in table 1 from January 1959 to September 1961. The seasonal
factors are no longer shown in appendix table E, but can be obtained
from the Bureau of Labor Statistics.

3. Table 3, which has shown the distribution of highs and percent
currently high for selected months in the current expansion, has been
revised to include the percent of series currently high for comparable
months (in relation to the reference trough) of three post-World War
II expansions.

4. A table showing "specific" peak and trough dates for selected
business indicators has been added to the appendix (table B).

Experimental work for this report was carried out in collaboration with the NBER which is
responsible for much of the early research in this field. Their background paper, Signals of
Recession and Recovery, contains an explanation of research findings helpful in interpreting
current cyclical trends, a more detailed description of the indicators and measures used, and
additional historical data. This paper (by Julius Shiskin) was published as Occasional Paper 77 of
the National Bureau of Economic Research, 261 Madison Avenue, New York 16, N.Y. (207 pages,
price $3).
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Business Cycle Developments
INTRODUCTION

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.

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 about the 20th of the month
following the month of data.

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.

ORGANIZATION AND CONTENT OF THE REPORT

Three types of data are shown in this report.
They are as follows:

Basic 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 7-8) .—
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 part of the regu-
lar report, certain appendix materials are pre-
sented. These materials include historical data,
key information, and adjustment factors.

DESCRIPTIONS AND PROCEDURES

Business Cycle Series

The three major groups of series are those with
a fairly consistent timing relation to the business
cycle. They are grouped, in accordance with the
NBER classification, as "leading," "roughly coinci-
dent," or "lagging" indicators . Additional series
are also included 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 or 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.—About 20 additional U.S. series
with business cycle significance are also shown.
Some of these series, such as change in money sup-
ply, merchandise trade balance, and cash surplus
or deficit, represent important factors in the econ-
omy, but they have not qualified as indicators for
various reasons, such as irregularity in timing.
Finally, industrial production indexes for several
countries which have important trade relations with
the United States are presented.

1
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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:

Number of persons on temporary layoff, all
industries

Initial claims for unemployment insurance,
State programs

Number of new business incorporations
Current liabilities of business failures
Number of business failures with liabilities

of $100,000 and over
Profits (before taxes) per dollar of sales,

all manufacturing corporations
Change in manufacturers' unfilled orders,

durable goods industries
Nonagricultural placements, all industries
Average weekly insured unemployment, State

programs
Index of wholesale prices, all commodities

other than farm products and foods
Consumer installment debt, end of month
Index of consumer prices
Federal payments to the public
Federal receipts from the public
Federal cash surplus or deficit
Defense Department obligations, procurement
Defense Department obligations, total
Military prime contract awards to U.S. busi-

ness firms
West Germany, index of industrial production
Japan, index of industrial production

4.

5.

13.
14.
15.

18.

25.

30.
45.

55.

66,
81,
82,
83,
84,
90,
91,
92,

125,
128,

Seasonal adjustments for these series were de-
veloped by either the Bureau of the Census or the
NBER. The adjustment factors used are shown in
the appendix, table E. Seasonally adjusted data
prepared by the collecting agency will be substituted
for the series mentioned above whenever they are
published.

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.

Charts

Shaded areas on the charts indicate periods of
business cycle contraction between reference dates
for peaks ("P"—beginnings of shaded areas) and
troughs ("T"—ends of shaded areas) . The shading
for a recession period will be entered only after a
trough has been designated.

The month or quarter of the latest data plotted
is indicated in a box near the end of each series.
Months are indicated by Arabic numerals and quar-
ters by Roman numerals. Quarterly series are

identified by the letter "Q" and connected by broken
lines. Monthly series are connected by solid lines.

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 magni-
tude 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 usually 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 given intervals 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 limits
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, two comparison intervals
are used: 1-month intervals (January-February,
February-March, etc.) and 3-month intervals Janu-
ary-April, February-May, e tc . ) . The indexes
based on 1-month intervals are more "current" but
they are also more irregular than the 3-month in-
dexes (see chart 2). Quarterly series are compared
over 1-quarter intervals and 4-quarter intervals.

This report includes 29 diffusion indexes. Sev-
enteen of these indexes utilize 300 components of 9
principal indicators. For 8 of these indicators,
the components are compared over 3-month as well
as 1-month spans, while for 1 of them, compari-
sons are made over 1-month spans only. The 12
other diffusion indexes are based on 7 series which
are closely related to the principal indicators. They
include the Chicago Purchasing Agents Association
index based on monthly reports of changes in profits
(200 companies), the First National City Bank of
New York index based on quarterly profit reports
(600 companies), and 10 NBER diffusion indexes,
as follows: Manufacturers' actual and anticipated
sales (800 companies) and actual and anticipated
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new orders (400 companies) , based on data from
Dun and Bradstreet, Inc.; actual and anticipated
carloadings (19 commodity groups), based on data
from the Association of American Railroads; actual
and anticipated new plant and equipment expendi-
tures (16 industries) , based on data from Office of
Business Economics and the Securities and Ex-
change Commission; and actual indexes of capital
appropriations for 602 companies and for 15 indus-
tries, based on data from the National Industrial
Conference Board.

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

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.

Timing distributions. —Distributions of current
"highs" and "lows" appear to be helpful in identify-
ing a turning point in the business cycle promptly
after it occurs. Each month a timing distribution
is constructed which shows the number of series
reaching high (low) values during each of the re-
cent expansion (contraction) months. The timing
distribution is summarized by showing the number
of series reaching new highs (lows) and the per-
cent currently high (low) for each of several recent
months (see table 3).

To compile timing distributions, the data for
each of the 50 business cycle indicators over the
period of the current cyclical phase are scanned
each month. During a business cycle contraction,
the low value for each series is identified; during
an expansion, the high value is identified. For in-
verted series, that is, series with negative con-
formity to the business cycle, high values are taken
during contraction and low values during expansion.
If the values for 2 or more months are equal, the
latest date is taken as the low (high) month. In
selecting these values, erratic values are disre-
garded, although it is, of course, difficult to identify
an erratic value, particularly for the current month.

The letter "L." is used in the basic data table
(table 1) to identify and highlight the current low
values during contraction and the letter "H", to
identify current high values during expansion. In
addition, these symbols are used to identify the low
values preceding current highs and high values
preceding current lows. These identifications fa-
cilitate an economic interpretation of the timing
distribution since they show the months in which
economic activities reached their lows or highs.

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 business con-
ditions and are helpful in making an economic in-
terpretation 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 economy to another.

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
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 comparison
is designated as representing changes from refer-
ence 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 I960 reference peak. For earlier expan-
sions, 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 expansion is be-
yond 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 expansion, the
spans from the preceding peak dates are different,
depending on the length of the contractions. This
type of comparison answers the question whether,
and by how much, the current level of activity ex-
ceeds or falls short of the level at the preceding
business cycle peak, a given number 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
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series. For example, the specific peak in retail
sales corresponding to the May I960 reference peak
is April I960; 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
related series for cycles prior to the initial date
covered by the series used currently. Such compar-
isons are, therefore, to be considered only approxi-
mate. Nearly all series have undergone change in

definition, coverage, or estimation procedure since
1919, The principal cases of this sort are as follows:

7. New private permanent nonf arm dwelling units
started (prior to 1939: Residential building
contracts , 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 wage and salary cost per unit of out-
put, total manufacturing (prior to 1946: Pro-
duction worker wage cost per unit. Supple-
ments to wages and salaries, which are a
part of total labor cost, are not included).

HOW TO READ THE TIME SERIES CHARTS (CHARTS 1-3)

eak of cycle indicates end of
expansion and beginning of
Recession (shaded areas)
as designated by NBER

Industrial production

50. GNP, 1954 dollars, Q
(bit I ions of dollars)

See back cover for complete titles
and sources of series

Trough of cycle indicates end of
recession and beginning of
Expansion (white areas)
as designated by NBER

Arabic numerals indicate latest month
for which data are plotted

1957 1958 1959 1960 1961

Roman numerals indicate latest quar-
ter for which data are plotted

Broken line indicates quarterly data

Various ratio and arithmetic scales
are used to highlight the cyclical
timing and patterns for each series;
where different scales are used, the
rates of change are not comparable
from series to series
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IMPORTANT FEATURES AND CHANGES FOR THIS ISSUE

A limited number of changes are made from time to time to re-
flect the change from one stage of the business cycle to another, to
show new findings of business cycle research and newly available
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. The quarterly series measuring the surplus or deficit on Fed-
eral income and product account (series No. 95) has been added to
supplement the data on Federal cash payments and receipts. These
series are all classified in the group "Other U.S. series with busi-
ness cycle significance."

2. The seasonal adjustment for wholesale price index, excluding
farm products and food (series No. 55) has been revised in order to
reflect its recent seasonal pattern more accurately.

3. Total consumer installment credit (series No. 66) has been
revised back to January 1955 by the Federal Reserve System. To ob-
tain the seasonally adjusted figures from February 1955, the Federal
Reserve System's seasonally adjusted net change in total outstanding
consumer installment credit (extensions minus repayments) is addecL
to the previous month's seasonally adjusted total. For earlier years,
the Census adjustment of the aggregate is used.

4. Change in book value of manufacturing and trade inventories
(series No. 31) has been revised as a result of the Office of Business
Economic's revision of the series on total manufacturing and trade
inventories back to 1946.

5. Various scales are: used for the different series in chart 1.
Beginning in this issue, the type of scale used for each series will be
identified by a code placed next to the actual scale used. The types of
scales are shown by code number on page 4.

NOTICE TO SUBSCRIBERS

Airmail delivery.—To answer requests for prompt receipt of this report, airmail delivery
in the United States has been arranged at an additional charge of $5.25 per year. All correspond-
ence about this service should be addressed to the Superintendent of Documents, U.S. Government
Printing Office, Washington 25, D.C.

Background materials,—Experimental work for this report was carried out in collaboration
with the NBER which is responsible for much of the early research in this field. The paper, "Sig-
nals of Recession and Recovery," contains an explanation of research findings helpful in interpret-
ing current cyclical trends, a more detailed description of the indicators and measures used, and
additional historical data. This paper was issued as Occasional Paper 77 of the National Bureau of
Economic Re search, 261 Madison Avenue, New York 16, N.Y. (207 pages, price $3).
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Business Cycle Developments
INTRODUCTION

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.

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 about the 20th of the month
following the month of data.

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.

ORGANIZATION AND CONTENT OF THE REPORT

Three types of data are shown in this report.
They are as follows: • • . • .

Ba sic data (cha rt. Land ta.bl e l ) „—Over 50 buslu

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 2-3aiid tables 2-6).—
These are measures which aid in forming a judg-
ment of ( l ) 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 7-8) .—
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 part of the regu-
lar report, certain appendix materials are pre-
sented. These materials include historical data,
key information, and adjustment factors.

DESCRIPTIONS AND PROCEDURES

Business Cycle Series

The three major groups of series are those with
a fairly consistent timing relation to the business
cycle. They are grouped, in accordance with the
NBER classification, as "leading," "roughly coinci-
dent," or "lagging" indicators. Additional series
are also included 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.

NEER Roughly Coincident Indicators, —*-About 15
series are direct measures df aggregate economic
activity or move roughly together with it; for ex-
ample, nonagricultural employment, industrial pro-
duction or 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-
facturers1 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. ̂ About 20 additional U.S. series
with business cycle significance are also shown.
Some of these series, such as change in money sup-1

£iy, me r c haridi s e t r ade balance", and :c a s h s u r plu s
or deficit, represent important factors in the econ-
omy, but they have not qualified as indicators for
various reasons, .such as irregularity in timing.
Finally, industrial production indexes for several
countries which have important trade relations with
the United States are presented.

1
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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. Initial claims for unemployment insurance,
State programs

13. Number of new business incorporations
14. Current liabilities of business failures
15. Number of business failures with liabilities

of $100,000 and over
18. Profits (before taxes) per dollar of sales,

all manufacturing corporations
25. Chetnge in manufacturers1 unfilled orders,

durable goods industries
30. Nonagricultural placements, all industries
45. Average weekly insured unemployment, State

programs
55. Index of wholesale prices, all commodities

other than farm products and foods
66. Consumer installment debt, end of month
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, procurement
91. Defense Department obligations, total
92. Military prime contract awards to U.S. busi-

ness firms
125. West Germany, index of industrial production
128. Japan, index of industrial production

Seasonal adjustments for these series were de-
veloped by either the Bureau of the Census or the
NBER,, The adjustment factors used are shown in
the appendix, table E. Seasonally adjusted data
prepared by the collecting agency will be substituted
for the series mentioned above whenever they are
published.

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 higher 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.

Charts

Time series line charts (charts 1-3) are used to
show the cyclical timing and pattern of each series.
Since various ratio and arithmetic scales are used,
rates of change are not comparable except for those
series having the same scale. Seethe diagram,
page 4, for additional help in using the charts.

Shade d areas on the cha rts indicate pe riod s of
business cycle contraction between reference dates
for peaks ("P"—beginnings of shaded areas) and
troughs ("TM —ends of shaded areas). The shading

for a recession period will be entered only after a
trough has been designated.

Analytical Measures of Current Change

Four kinds of analytical measures are pre-
sentedt—rates of change, diffusion indexes, timing
distributions, and direction-of-change tables. These
measures aid in forming a judgment of the magni-
tude 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 usually 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 risenover given intervals 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 limits
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 se rie s , two compari s on inte rval s
are used: 1-month intervals (January-February,
February-March, etc.) and 3-month intervals Janu-
ary-April, February-May, e tc . ) . The indexes
based on 1-month intervals are more "current" but
they are also more irregular than the 3-month in-
dexes (see chart 2). Quarterly series are compared
over 1-quarter intervals and 4-quarter intervals.

This report includes 29 diffusion indexes. Sev-
enteen of these indexes utilize 300 components of 9
principal indicators. For 8 of these indicators,
the components are compared over 3-month as well
as 1-month spans, while for 1 of them, compari-
sons are made over 1-month spans only. The 12
other diffusion indexes are based on 7 series which
are closely related to the principal indicators. They
include the Chicago Purchasing Agents Association
index based on monthly reports of changes inprofits
(200 companies), the First National City Bank of
New York index based on quarterly profit reports
(600 companies), and 10 NBER diffusion indexes,
as follows: Manufacturers' actual and anticipated
sales (800 companies) and actual and anticipated
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new orders (400 companies), based on data from
Dun and Bradstreet, Inc.; actual and anticipated
carloadings (19 commodity groups), based on data
from the Association of American Railroads; actual
and anticipated new plant and equipment expendi-
tures (16 industries), based on data from Office of
Business Economics and the Securities and Ex-
change Commission; and actual indexes of capital
appropriations for 602 companies and for 15 indus-
tries, based on data from the National Industrial
Conference Board.

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

Series numbers preceded by the letter MD"
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 MD6" is
computed from components of series number 6.
Diffusion indexes not computed from basic series
components are assigned new numbers.

Timing distributions.—Distributions of current
"highs" and "lows" appear to be helpful in identify-
ing a turning point in the business cycle promptly
after it occurs. Each month a timing distribution
is constructed which shows the number of series
reaching high (low) values during each of the re-
cent expansion (contraction) months. The timing
distribution is summarized by showing the number
of series reaching new highs (lows) and the per-
cent currently high (low) for each of several recent
months (see table 3).

To compile timing distributions, the data for
each of the 50 business cycle indicators over the
period of the current cyclical phase are scanned
each month. During a business cycle contraction,
the low value for each series is identified; during
an expansion, the high value is identified. For in-
verted series, that is, series with negative con-
formity to the business cycle, high values are taken
during contraction andlow values during expansion.
If the values for 2 or more months are equal, the
latest date is taken as the low (high) month. In
selecting these values, erratic values are disre-
garded, although it is, of course, difficult to identify
an erratic value, particularly for the current month.

The letter "L" is used in the basic data table
(table 1) to identify and highlight the current low
values during contraction and the letter "H", to
identify current high values during expansion* In
addition, these symbols are used to identify the low
values preceding current highs and high values
preceding current lows. These identifications fa-
cilitate an economic interpretation of the timing
distribution since they show the months in which
economic activities reached their lows or highs.

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 business con-
ditions and are helpful in making an economic in-
terpretation 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 alsohelp to show how a recession or recovery
spreads from one sectorof the economyto another.

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
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 comparison
is designated as representing changes from refer-
ence 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 I960 reference peak. For earlier expan-
sions, 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 expansion is be-
yond 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 expansion, the
spans from the preceding peak dates are different,
depending on the length of the contractions. This
type of comparison answers the question whether,
and by how much, the current level of activity ex-
ceeds or falls short of the level at the preceding
business cycle peak, a given number 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
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series. For example, the specific peak in retail
sales corresponding to the May I960 reference peak
is April I960; 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
related series for cycles prior to the initial date
covered by the series used currently. Such compar-
isons are, therefore, to be considered only approxi-
mate. Nearly all series have undergone change in

definition, coverage, or estimation procedure since
1919, The principal cases of this sort are as follows:

7. New private permanent nonfarm dwelling units
started (prior to 1939: Residential building
contracts, 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 wage and salary cost per unit of out-
put, total manufacturing (prior to 1946: Pro-
duction worker wage cost per unit. Supple-
ments to wages and salaries, which are a
part of total labor cost, are not included).

HOW TO READ THE TIME SERIES CHARTS (CHARTS 1-3)

Peek of cycle indicates en
expansion ancl beginning of
Recession (shaded areas)
as designated by NBER

47. Industrial production
(1957

50. GNP, 1954 dollars, Q
(billions of dollars)

49. GNP, current dollars,

Trough of cycle indicates end of
recession and beginning of
Expansion (white areas)
as designated by NBER

Arabic numerals indicate latest month
for which data are plotted

See back cover for complete titles
and sources olF series

1957 1958 1959 1960 1961

Roman numerals indicate latest quar-
ter for which data are plotted

Broken line indicates quarterly data

Various ratio and arithmetic scales
ere used to highlight the cyclical
timing and patterns for each series;
where different.scales are u*ed, the
rates of change are not comparable
from series to series. "Scale A" is
an arithmetic scale; "scale L-11 is
a semi logarithm scale with 1 cycle;
"scale L-2", a semilofmithm scele
with 2 cycles, etc.
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IMPORTANT FEATURES AND CHANGES FOR THIS ISSUE

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 findings of
business cycle research and newly available 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. Eighteen series have been revised using the new seasonal adjustment
factors shown in appendix table D. These factors result from two new versions
(X-9 and X-10) of the Census Method II seasonal adjustment program (see ap-
pendix, page 6 2 ) . The table below shows each series (by series number) that
is revised, the program used, and the period of the revision.

Series
number

4
5
9
13
14
15
18 (Q) . .
25
30

Seasonal
adjustment,
program used

X-9
X-9
X-9
X-9
X-10
X-10
X-9
X-9
X-9

Data
revised
back to —

June 1959
Jan. 194.8
Jan. I960
Jan. 1959
Jan. I960
Jan. 1961
IstQ 1959
Feb. 1959
Jan. 1962

Series
number

4.5
82
83
84
90
91
92
125
128

Seasonal
adjustment
program used

X-9
X-9
X-9
X-9
X-10
X-10
X-10
X-10
X-9

Data
revised
back to —

Jan. I960
Jan. I960
Jan. I960
Jan . I960
July 1953
July 1953
Jan. 1951
Jan. 1948
Jari . 194-8

2. Diffusion indexes Dl and D41 on average workweek and number of em-
ployees have been revised to take account of revisions introduced in November
1961. Revisions are reflected in chart 2, table 4, table 6A , and table 6F. Index
D41 now shows 30 components instead of 32 ("communications" and "other public
utilities" have been combined with "transportation").

3. Diffusion index Dlla, capital appropriations for 602 companies has been
revised by the National Industrial Conference Board back to the 4th quarter 1958.

4. Series 42, 43, and 44, on employment and unemployment have been re-
vised by the Bureau of Labor Statistics back to January 1948.

5. Series 86, 87, and 88, on foreign trade, have been revised back to
January I960,

6. Series 51 on bank debits has been revised back to January 1959.

7. Series 43 on unemployment rate has been added to table 8.

NOTICE TO SUBSCRIBERS

Airmail delivery.—To answer requests for prompt receipt of this report, airmail delivery
in the United States has been arranged at an additional charge of $5.25 per year. All correspond-
ence about this service should be addressed to the Superintendent of Documents, U.S. Government
Printing Office, Washington 25, D.C.

Background mate rials.. •—Experimental work for this report was carried out in collaboration
with the NBER which is responsible for much of the early research in this field. The paper, "Sig-
nals of Recession and Recovery," contains an explanation of research findings helpful in interpret-
ing current cyclical trends, a more detailed description of the indicators and measures used, and
additional historical data. This paper was issued as Occasional Paper 77 of the National Bureau'of
Economic Research,26l Madison Avenue , New York 16, N .Y. (207 pages, price $3) .

11

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

February 1962



Business Cycle Developments
INTRODUCTION

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 busine ss 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 othe r gove rnment
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
compa ri s on s that he lp in evaluating the cur rent
stage of the business cycle.

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 about the 20th of the month
following the month of data.

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.

ORGANIZATION AND CONTENT OF THE REPORT

Three types of data are shown in this report.
They are as follows:

Basic 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 -8 ) .—
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 part of the regu-
lar report, certain appendix materials are pre-
sented. These materials include historical data,
key information, and adjustment factors.

DESCRIPTIONS AND PROCEDURES

Business Cycle Series

The three major groups of series are those with
a fairly consistent timing relation to the business
cycle. They are grouped, in accordance with the
NBER classification, as "leading," "roughly coinci-
dent," or "lagging" indicators. Additional series
are also included 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 or 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.—About 20 additional U.S. series
with business cycle significance are also shown.
Some of these series, such as change in money sup-
ply, merchandise trade balance, and cash surplus
or deficit, represent important factors in the econ-
omy, but they have not qualified as indicators for
various reasons, such as irregularity in timing.
Finally, industrial production indexes for several
countries which have important trade relations with
the United States are presented.

1
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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. Initial claims for unemployment insurance,
State programs

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

13. Number of new business incorporations
14. Current liabilities of business failures
15. Number of business failures with liabilities

of $100,000 and over
18. Profits (before taxes) per dollar of sales,

all manufacturing corporations
25. Change in manufacturers' unfilled orders,

durable goods industries
30. Nonagricultural placements, all industries
45. Average weekly insured unemployment, State

programs
55. Index of wholesale prices, all commodities

other than farm products and foods
66. Consumer installment debt, end of month
81. Index of consumer prices
82. Federstl cash payments to the public
83. Federatl cash receipts from the public
84. Federal cash surplus or deficit
90. Defense Department obligations, procurement
91. Defense Department obligations, total
92. Military prime contract awards to U.S. busi-

ness firms
125. West Germany, index of industrial production
128. Japan, index of industrial production

Seasonal adjustments for these series were de-
veloped by either the Bureau of the Census or the
NBER. The adjustment factors used are shown in
the appendix, table D. Seasonally adjusted data
prepared by the collecting agency will be substituted
for the series mentioned above whenever they are
published.

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 higher 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.

Charts

Time series line charts (charts 1-3) are used to
show the cyclical timing and pattern of each series.
Since various ratio and arithmetic scales are used,
rates of change are not comparable except for those
series having the same scale. See the diagram,
page 4, for additional help in using the charts.

Shaded areas on the charts indicate periods of
business cycle contraction between reference dates
for peaks ("P"—beginnings of shaded areas) and

troughs ("T"—ends of shaded areas). The shading
for a recession period will be entered only after a
trough has been designated.

Analytical Measures of Current Change

Four kinds of analytical measures arc pre-
sented-!—rates of change, diffusion indexes, timing
distributions, and direction-of-change tables. These
measures aid in forming a judgment of the magni-
tude 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 usually 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 given intervals 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 limits
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, two comparison intervals
are used: 1-month intervals (January-February,
February-March, etc.) and 3-month intervals Janu-
ary-April, February-May, etc, ) , The indexes
based on 1-month intervals are more "current" but
they are also more irregular than the 3^month in-
dexes (see chart 2), Quarterly series are compared
over 1-quarter intervals and 4-quarter intervals.

This report includes 29 diffusion indexes. Sev-
enteen of these indexes utilize 300 components of 9
principal indicators. For, 8 of these indicators,
the components are compared over 3-month as well
as 1-month spans, while for 1 of them, compari-
sons are made over 1-month spans only. The 12
other diffusion indexes are based on 7 series which
are closely related to the principal indicators. They
include the Chicago Purchasing Agents Association
index based on monthly reports of changes in profits
(200 companies), the First National City Bank of
New York index based on quarterly profit reports
(600 companies), and 10 NBER diffusion indexes,
as follows: Manufacturers' actual and anticipated
sales (800 companies) and actual and anticipated
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new orders (400 companies), based on data from
Dun and Bradstreet, Inc.; actual and anticipated
carloadings (19 commodity groups), based on data
from the Association of American Railroads; actual
and anticipated new plant and equipment expendi-
tures (16 industries) , based on data from Office of
Business Economics and the Securities and Ex-
change Commission; and actual indexes of capital
appropriations for 602 companies and for 15 indus-
tries, based on data from the National Industrial
Conference Board.

Diffusion indexes constructed on the basis of
current data are often highly irregular and require

1 careful judgment in their use and interpretation.

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.

Timing distributions.—Distributions of current
"highs" and "lows" appear to be helpful in identify-
ing a turning point in the business cycl^ promptly
after it occurs. Each month a timing distribution
is constructed which shows the number of series
reaching high (low) values during each of the re-
cent expansion (contraction) months. The timing
distribution is summarized by showing the number
of series reaching new highs (lows) and the per-
cent currently high (low) for each of several recent
months (see table 3).

To compile timing distributions, the data for
each of the 50 business cycle indicators over the
period of the current cyclical phase are scanned
each month. During a business cycle contraction,
the low value for each series is identified; during
an expansion, the high value is identified. For in-
verted series, that is, series with negative con-
formity to the business cycle, high values are taken
during contraction andlow values during expansion.
If the values for 2 or more months are equal, the
latest date is taken as the low (high) month. In
selecting these values, erratic values are disre-
garded, although it is, of course, difficult to identify
an erratic value, particularly for the current month,,

The letter "L" is used in the basic data table
(table 1) to identify and highlight the current low
values during contraction and the letter "H", to
identify current high values during expansion* In
addition, these symbols are used to identify the low
values preceding current highs and high values
preceding current lows. These identifications fa-
cilitate an economic interpretation of the timing
distribution since they show the months in which
economic activities reached their lows or highs.

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,
"on for unchanged, and "-" for falling) in the com-
ponents used for the diffusion indexes. These tables
provide a convenient view of changing business con-
ditions and are helpful in making an economic in-
terpretation 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 alsohelp to show how a recession or recovery
spreads from one sector of the economy to another.

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
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 comparison
is designated as representing changes from refer -
ence 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 I960 reference peak. For earlier expan-
sions, 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 expansion is be-
yond 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 expansion, the
spans from the preceding peak dates are different,
depending on the length of the contractions. This
type of comparison answers the question whether,
and by how much, the current level of activity ex-
ceeds or falls short of the level at the preceding
business cycle peak, a given number 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
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series. For example, the specific peak in retail
sales corresponding to the May I960 reference peak
is April I960; 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
related series for cycles prior to the initial date
covered by the series used currently. Such compar-
isons are, therefore, to be considered only approxi-
mate. Nearly all series have undergone change in

definition, coverage, or estimation procedure since
1919, The principal cases of this sortare as follows:

7. New private permanent nonf arm dwelling units
started (prior to 1939: Residential building
contracts, 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 wage and salary cost per unit of out-
put, total manufacturing (prior to 1946: Pro-
duction worker wage cost per unit. Supple-
ments to wages and salaries, which are a
part of total labor cost, are not included)..

HOW TO READ THE TIME: SERIES CHARTS (CHARTS 1-3)

Peak of cycle indicates en
expansion and beginning of
Recession (shaded areas)
as designated by NBER

_
47. Industrial production

(1957*100)

f.
hi:

50. GNP, 1954 dollars, Q
(billions of dollars)

9. GNP, current dollars,
(billions of dollars)

1,1,1,1, ,1.1.1,1,1, ,i,i!tiSifii,i,i.f,i

Trough of cycle indicates end of
recession and beginning of
Expansion (white areas)
as designated by NBER

Arabic numerals indicate latest month
for which data are plotted

See back cover for complet
and sources of series

e titles *- *\

1958 1959 1960 1961

Rom on numerals indicate latest quar-
ter for which data are plotted

Broken line indicates quarterly data

Various ratio and arithmetic scales
are used to highlight 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 |_-T is
a semi logarithm scale with 1 cycle;
"scale L-2", a semtlogarithm scale
with 2 cycles, etc.
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Business Cycle Developments
INTRODUCTION

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.

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 about the 20th of the month
following the month of data.

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 clas se s 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.

ORGANIZATION AND CONTENT OF THE REPORT

Three types of data are shown in this report.
They are as follows:

Basic 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 ( l ) 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 -8) .—
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 part of the regu-
lar report, certain appendix materials are pre-
sented. These materials include historical data,
key information, and adjustment factors.

DESCRIPTIONS AND PROCEDURES

Business Cycle Series

The three major groups of series are those with
a fairly consistent timing relation to the business
cycle. They are grouped, in accordance with the
NBER classification, as "leading," "roughly coinci-
dent/1 or "lagging" indicators. Additional series
are also included 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 bf aggregate economic
activity or move roughly together with it; for ex-
ample, nonagricultural employment, industrial pro-
duction or retail sales. For this reason they are
referred to as "roughly coincident" series,

NBER Lagging Indicators . —Some se rie s , 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.—About 20 additional U.S. series
with business cycle significance are also shown.
Some of these series, such as change in money sup-
ply, merchandise trade balance, and cash surplus
or deficit, represent important factors in the econ-
omy, but they have not qualified as indicators for
various reasons, such as irregularity in timing.
Finally, industrial production indexes for several
countries which have important trade relations with
the United States are presented.

1
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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. Initial claims for unemployment insurance,
State programs

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

13. Number of new business incorporations
14. Current liabilities of business failures
15. Number of business failures with liabilities

of $100,000 and over
18. Profits (before taxes) per dollar of sales,

all manufacturing corporations
25. Change in manufacturers1 unfilled orders,

durable goods industries
30. Nonagricultural placements, all industries
45. Average weekly insured unemployment, State

programs
55, Index of wholesale prices, all commodities

other than farm products and foods
81. Index of consumer prices
82. Federal cash payments to the public
83. Federal cash receipts from the public
84. Federetl cash surplus or deficit
90. Defense Department obligations, procurement
91. Defense Department obligations, total
92. Military prime contract awards to U.S. busi-

ness firms
125. West Germany, index of industrial production
128. Japan, index of industrial production

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. These factors result from
two new versions (X-9 and X-10) of the Census
Method II seasonal adjustment program (see appen-
dix, page 62) . Seasonally adjusted data prepared
by the collecting agency will be substituted for the
series mentioned above whenever theyare published.

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 higher 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.

Charts

Time series line charts (charts 1-3) are used to
show the cyclical timing and pattern of each series.
Since various ratio and arithmetic scales are used,
rates of change are not comparable except for those
series having the same scale. See the diagram,
page 4, for additional help in using the charts.

Shaded areas on the charts indicate periods of
business cycle contraction between reference dates

for peaks ("P"—beginnings of shaded areas) and
troughs ("T"—ends of shaded areas). The shading
for a recession period will be entered only after a
trough has been designated.

Analytical Measures of Current Change

Four kinds of analytical measures are pre-
sented-^—rates of change, diffusion indexes, timing
distributions, and direction-of-cha'nge tables. These
measures aid in forming a judgment of the magni-
tude 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 usually 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 risenover given intervals 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 limits
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, two comparison intervals
are used: 1-month intervals (January-February,
February-March, etc.) and 3-month intervals Janu-
ary-April, February-May, etc. ). The indexes
based on 1-month intervals are more "current" but
they are also more irregular than the 3*month in-
dexes (see chart 2). Quarterly series are compared
over 1-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 (Dl , D5, D6, D19, D23, D41, D47, D54,
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andD58) . Indexes for 8 of these indicators show
comparisons for components over both 3-month and
1-month spans while, for 1 indicator (D58), com-
parisons are over 1-month spans only. The 12 other
diffusion indexes are based on 7 indicators 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 Conference Board; the
Chicago Purchasing Agents Association index based
on monthly reports of changes in profits (200 com-
panies); the First National City Bank of New York
index based on quarterly profit reports (600 com-
panies); and 8 NBER diffusion indexes ̂ -actual and
anticipated—for the following: Manufacturers' sales
(800 companies) and new orders (400 companies),
based on data from Dun and Bradstreet, Inc.; car-
loadings (19 commodity groups), based on data
from the Association of American Railroads; and
new plant and equipment expenditures (16 indus-
tries), based on data from the Office of Business
Economics and the Securities and Exchange Com-
mission.

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" and "lows" appear to be helpful in identify-
ing a turning point in the business cycle promptly
after it occurs. Each month a timing distribution
is constructed which shows the number of series
reaching high (low) values during each of the re-
cent expansion (contraction) months. The timing
distribution is summarized by showing the number
of series reaching new highs (lows) and the per-
cent currently high (low) for each of several recent
months (see table 3).

To compile timing distributions, the data for
each of the 50 business cycle indicators over the
period of the current cyclical phase are scanned
each month. During a business cycle contraction,
the low value for each series is identified; during
an expansion, the high value is identified. For in-
verted series, that is, series 'with negative con-
formity to the business cycle, high values are taken
during contraction and low values during expansion.
If the values for 2 or more months are equal, the
latest date is taken as the low (high) month. In
selecting these values, erratic values are disre-
garded, although it is, of course, difficult to identify
an erratic value, particularly for the current month.

The letter "L," is used in the basic data table
(table l ) to identify and highlight the current low
values during contraction and the letter "H", to
identify current high values during expansion* In
addition, these symbols are used to identify the low
values preceding current highs and high values
preceding current lows. These identifications fa-
cilitate an economic interpretation of the timing

distribution since they show the months in which
economic activities reached their lows or highs.

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.

Dire ction -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 business con-
ditions and are helpful in making an economic in-
terpretation of the movements in the more highly
aggregated statistical measures. That is, they show
Munich 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 economy to another.

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
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 comparison
is designated as representing changes from refer-
ence 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 I960 reference peak. For earlier expan-
sions, 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 expansion is be-
yond 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 expansion, the
spans from the preceding peak dates are different,
depending on the length of the contractions. This
type of comparison answers the question whether,
and by how much, the current level of activity ex^
ceeds or falls short of the level at the preceding
business cycle peak, a given number of months after
the recovery began, and how the current situation
compares in this respect with earlier recoveries.
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Expansions also may be compared by computing
changes from reference trough levels and from
reference troiqgh datesT 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
°^ specific peak and trough dates identified for each
series . For example, the specific peak in retail
sales corresponding to the May I960 reference peak
is April I960; 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

related series for cycles prior to the initial date
covered by the series used currently. Such compar-
isons are, therefore, to be considered only approxi-
mate. Nearly all series have undergone change in
definition, coverage, or estimation procedure since
1919. The principal cases of this sort are as follows;

7. New private permanent nonfarm dwelling units
started (prior to 1939: Residential building
contracts, 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 wage and salary cost per unit of out-
put, total manufacturing (prior to 1946: Pro-
duction worker wage cost per unit. Supple-
ments to wages and salaries, which are a
part of total labor cost, are not included) .

HOW TO READ THE TIME SERIES CHARTS (CHARTS 1-3)

Peok of cycle indicates end of
expansion and beginning of
Recession (shaditd areas)
as designated by NBER

See back cover for complete titles
and sources of series

50. GNP, 1954 dollars, Q
(billions of dollars)

S^

9. GNP, current dollars,
(billions of dollars)

Trough of cycle indicates end of
recession and beginning of
Expansion (white areas)
as designated by NBER

Arabic numerals indicate latest month
for which data are plotted

1957 1958 1959 1960 1961

^ Roman numerals indicate latest quar-
450 ' 3 * * ter for which data are plotted

Broken line indicates quarterly data

Various ratio and arithmetic scales
are used to highlight 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-l' is
a semilogarithm scale with 1 cycle;
"scale L-2", a semilogarithm scale
with 2 cycles, etc.
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IMPORTANT FEATURES AND CHANGES FOR THIS ISSUE

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 findings of
business cycle research and newly available 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. A new table (see table 4) showing historical timing distributions has been
a.dded as an aid to interpretation of distributions shown, in table 3, for the cur-
rent expansion.

2. A new table (see table 9) showing percent changes from reference trough
dates has been added to provide data similar to that showing changes from spe-
cific dates in table 10.

3. A page has been added to chart 4 showing comparisons of reference cycle
patterns for four lagging indicators.

4. Anew series on unemployment rate of married males (series 40) has
been added to the report. This series replaces the series on number of unem-
ployed persons 14 years old and over (series 44) .

5. The series on average weekly insured unemployment (series 45) has been
converted to a rate (percent of covered employment) .

6. The series on wholesale prices, except farm products and foods (series
55) has been revised back to January 1948 because of a new seasonal adjustment
made by the X-9 program.

7. Revisions, back to January 1960, are shown for contracts and orders for
plant and equipment (series 10) and price per unit of labor cost index (series
17) . The revisions reflect new seasonal adjustments for components.

BACKGROUND MATERIALS

Experimental work for this report was carried out in collaboration with the NBER which is
responsible for much of the early research in this field. The paper, "Signals of Recession and
Recovery," contains an explanation of research findings helpful in interpreting current cyclical
trends, a. more detailed description of the indicators and measures used, and additional historical
data. This paper was issued as Occasional Paper 77 of the National Bureau of Economic Research,
261 Madison Avenue, New York 16, N.Y. (207 pages, price $3) .
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Business Cycle Developments
INTRODUCTION

This report has been prepared to bring togethe
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 tX> 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.

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 about the 20th of the month
following the month of data.

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.

ORGANIZATION AND CONTENT OF THE REPORT

Three types of data are shown in this report.
They are as follows:

Basic 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 2-7).—
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 8-10).—
The current cyclical change is compared with
changes at corresponding stages of earlier cycles.
These comparisons are rrv»de in different ways de-
pending upon the phase of tne business cycle.

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

DESCRIPTIONS AND PROCEDURES

Business Cycle Series

The three major groups of series are those with
a fairly consistent timing relation to the business
cycle. They are grouped, in accordance with the
NBER classification, as "leading," "roughly coinci-
dent," or "lagging'1 indicators. Additional series
are also included 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 or 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.—About 20 additional U.S. series
with business cycle significance are also shown.
Some of these series, such as change in money sup-
ply, merchandise trade balance, and cash surplus
or deficit, represent important factors in the econ-
omy, but they have not qualified as indicators for
various reasons, such as irregularity in timing.
Finally, industrial production indexes for several
countries which have important trade relations with
the United States are presented.

1
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Seasonal Adjustment:;

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. Initial claims for unemployment insurance,
State programs

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

13. Number of new business incorporations
14. Current liabilities of business failures
15. Number of business failures with liabilities

of $100,000 and over
18. Profits (before taxes) per dollar of sales >

all manufacturing corporations
25. Change in manufacturers1 unfilled orders,

durable goods industries
30. Nonagricultural placements, all industries
45. Average weekly insured unemployment, State

programs
55. Index of wholesale prices, all commodities

other than farm products and foods
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, procurement
91. Defense Department obligations, total
92. Military prime contract awards to U.S. busi-

ness firms
125. West Germany, index of industrial production
128. Japan, index of industrial production

Seasonal adjustments for these series were de-
veloped by either the Bureau of the Census or the
NBER. The adjustment factors used are shown in
the appendix, table D. Seasonally adjusted data
prepared by the collecting agency will be substituted
for the series mentioned above whenever they are
published.

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.

Charts

Time series line charts (charts 1-3) are used to
show the cyclical timing and pattern of each series.
Since various ratio and arithmetic scales are used,
rates of change are not comparable except for those
series having the same scale. See the diagram,
page 4, for additional help in using the charts.

Shaded areas on the charts indicate periods of
business cycle contraction between reference dates
for peaks ("P"—beginnings of shaded areas) and

troughs ("TM —ends of shaded areas). The shading
for a recession period will be entered only after a
trough has been designated.

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 magni-
tude 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 usually 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 given intervals 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 limits
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.
Fo r monthly se rie s , two comparison inte rvals
are used: 1 -month intervals (January-February,
February-March, etc.) and 3-month intervals Janu-
ary-April, February-May, e tc . ) . The indexes
based on 1-month intervals are more "current" but
they are also more irregular than the 3*month in-
dexes (see chart 2). Quarterly series are compared
over 1-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 Sand 6). Seven-
teen of these indexes are computed by the Bureau
of the Census utilizing nearly 300 components of 9
indicators (Dl, D5, D6, D19, D23, D41, D47, D54,
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andD58). Indexes for 8 of these indicators show
comparisons for components over both 3-month and
1-month spans while, for 1 indicator (D58), com-
parisons are over 1-month spans only. The 12 other
diffusion indexes are based on 7 indicators 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 Conference Board; the
Chicago Purchasing Agents Association index based
on monthly reports of changes in profits (200 com-
panics); the First National City Bank of New York
index based on quarterly profit reports (600 com-
panies); and 8 NBER diffusion indexes—actual and
anticipated—for the following: Manufacturers1 sales
(800 companies) and new orders (400 companies),
based on data from Dun and Bradstreet, Inc.; car-
loadings (19 commodity groups), based on data
from the Association of American Railroads; and
new plant and equipment expenditures (16 indus-
tries), based on data from the Office of Business
Economics and the Securities and Exchange Com-
mission*

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" and "lows" appear to be helpful in identify-
ing a turning point in the business cycle promptly
after it occurs. Each month a timing distribution
is constructed which shows the number of series
reaching high (low) values during each of the re-
cent expansion (contraction) months. The timing
distribution is summarized by showing the number
of series reaching new highs (lows) and the per-
cent currently high (low) for each of several recent
months (see table 3).

To provide historical perspective for interpreting
the distribution of current highs, such distributions
are shown for leading and coincident series as they
appear 3 months before the peak of each of the ear-
lier post-World War II expansions and at their peaks
(see table 4) .

To compile timing distributions, the data for
each of the 50 business cycle indicators over the
period of the current cyclical phase are scanned
each month. During a business cycle contraction,
the low value for each series is identified; during
an expansion, the high value is identified. For in-
verted series, that is, series with negative con-
formity to the business cycle, high values are taken
during contraction andlow values during expansion.
If the values for 2 or more months are equal, the
latest date is taken as the low (high) month. In
selecting these values, erratic values are disre-
garded, although it is, of course, difficult to identify
an erratic value, particularly for the current month.

The letter "L." is used in the basic data table
(table 1) to identify and highlight the current low
values during contraction and the letter "H", to
identify current hi&h values during expansion* In

addition, these symbols are used to identify the low
values preceding current highs and high values
preceding current lows. These identifications fa-
cilitate an economic interpretation of the timing
distribution since they show the month in which each
economic activity reached its low or high.

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 business con-
ditions and are helpful in making an economic in-
terpretation 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 alsohelp to show how a recession or recovery
spreads from one sector of the economy to another.

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
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 comparison
is designated as representing changes from refer-
ence 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 expan-
sions, 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 expansion is be-
yond 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 expansion, the
spans from the preceding peak dates are different,
depending on the length of the contractions. This
type of comparison answers the question whether,
and by how much, the current level of activity ex-
ceeds or falls short of the level at the preceding
business cycle peak, a given number of months after
the recovery began, and how the current situation
compares in this respect with earlier recoveries.
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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 I960 reference peak
is April I960; 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

related series for cycles prior to the initial date
covered bythe series used currently. Such compar-
isons are, therefore, to be considered only approxi-
mate. Nearly all series have undergone change in
definition, coverage, or estimation procedure since
1919. The principal cases of this sortare as follows:

7. New private permanent nonfarm dwelling units
started (prior to 1939: Residential building
contracts, floor space)

41. Number of employees in nonagricultural es-
tablishments (prior to 1929: Employment in
manuf acturing)

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 wage and salary cost per unit of out-
put, total manufacturing (prior to 1946: Pro-
duction worker wage cost per unit. Supple-
ments to wages and salaries, which are a
part of total labor cost, are not included) .

HOW TO READ THE TIME SERIES CHARTS (CHARTS 1-3)

Peak of cycle indicates
expansion and beginning of
Recession (shaded areas)
as designated by NBER

47. Industrial production
(1957=100)

50. GNP, 1954 dollars, Q
(billions of dollars)

9. GNP, current dollars, Q)
/(billions of dollars)

Trough of cycle indicates end of
recession and beginning of
Expansion (white areas)
as designated by NBER

Arabic numerals indicate latest month
for which data are plotted

See back cover for complete title:
end sources of series

1957 1958 V959 1960 1961

Roman numerals indicate latest quar-
ter for which data are plotted

Broken line indicates quarterly data

Various ratio and arithmetic scales
are used to highlight 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-T is
a semilogarithm scale with 1 cycle;
"scale L-2", a semilogarithm scale
with 2 cycles, etc.
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Business Cycle Developments
INTRODUCTION

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.

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 about the 20th of the month
following the month of data.

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.

ORGANIZATION AND CONTENT OF THE REPORT

Three types of data are shown in this report.
They are as follows:

Basic 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 part of the regu-
lar report, certain appendix materials are pre-
sented. These materials include historical data,
key information, and adjustment factors.

DESCRIPTIONS AND PROCEDURES

Business Cycle Series

The three major groups of series are those with
a fairly consistent timing relation to the business
cycle. They are grouped, in accordance with the
NBER classification, as "leading," "roughly coinci-
dent," or "lagging" indicators. Additional series
are also included 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 or 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.—About 20 additional U.S. series
with business cycle significance are also shown.
Some of these series, such as change in money sup-
ply, merchandise trade balance, and cash surplus
or deficit, represent important factors in the econ-
omy, but they have not qualified as indicators for
various reasons, such as irregularity in timing.
Finally, industrial production indexes for several
countries which have important trade relations with
the United States are presented.

1
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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. Initial claims for unemployment insurance,
State programs

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

13. Number of new business incorporations
14. Current liabilities of business failures
15. Number of business failures with liabilities

of $100,000 and over
18. Profits (before taxes) per dollar of sales,

all manufacturing corporations
25. Change in manufacturers' unfilled orders,

durable goods industries
30. Nonagricultural placements, all industries
45. Average weekly insured unemployment, State

programs
55. Index of wholesale prices, all commodities

other than farm products and foods
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, procurement
91. Defense Department obligations, total
92. Military prime contract awards to U.S. busi-

ness firms
125. West Germany, index of industrial production
128. Japan, index of industrial production

Seasonal adjustments for these series were de-
veloped by either the Bureau of the Census or the
NBER. The adjustment factors used are shown in
the appendix table D. Seasonally adjusted data
prepared by the collecting agency will be substituted
for the series mentioned above whenever they are
published.

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.

Charts

Time series line charts (charts 1-3) are used to
show the cyclical timing and pattern of each series.
Since various ratio and arithmetic scales are used,
rates of change are not comparable except for those
series having the same scale. See the diagram,
page 4, for additional help in using the charts.

Shaded areas on the charts indicate periods of
business cycle contraction between reference dates
for peaks ("P"—beginnings of shaded areas) and

troughs ("T"—ends of shaded areas). The shading
for a recession period will be entered only after a
trough has been designated.

Analytical Measures of Current Change

Four kinds of analytical measures are pre-
sented-r—rates of change, diffusion indexes, timing
distributions, and direction-of-change tables. These
measures aid in forming a judgment of the magni-
tude 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 usually 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 given intervals 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 limits
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, two comparison intervals
are used: 1-month intervals (January-February,
February-March, etc.) and 3-month intervals Janu-
ary-April, February-May, e tc . ) . The indexes
based on 1-month intervals are more "current" but
they are also more irregular than the 3^-month in-
dexes (see chart 2). Quarterly series are compared
over 1-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 (Dl , D5, D6, D19, D23, D41, D47, D54,
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andD58). Indexes for 8 of these indicators show
comparisons for components over both 3-month and
1-month spans while, for 1 indicator (D58), com-
parisons are over 1-month spans only. The 12 other
diffusion indexes are based on 7 indicators 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 Conference Board; the
Chicago Purchasing Agents Association index based
on monthly reports of changes in profits (200 com-
panies); the First National City Bank of New York
index based on quarterly profit reports (600 com-
panies); and 8 NBER diffusion indexes—-actual and
anticipated—for the following: Manufacturers' sales
(800 companies) and new orders (400 companies),
based on data from Dun and Bradstreet, Inc.; car-
loadings (19 commodity groups), based on data
from the Association of American Railroads; and
new plant and equipment expenditures (16 indus-
tries), based on data from the Office of Business
Economics and the Securities and Exchange Com-
mission.

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" and "lows" appear to be helpful in apprais-
ing the evidence for a prospective business cycle
turning point. Each month a timing distribution
is constructed which shows the number of series
reaching high (low) values during each of the re-
cent expansion (contraction) months. The timing
distribution is summarized by showing the number
of series reaching new highs (lows) and the per-
cent currently high (low) for each of several recent
months (see table 3).

To provide historical perspective for interpreting
the distribution of current highs, such distributions
are also shown for leading and coincident series as
they appear 3 months before the peak of each of the
earlier post-World War II expansions and at their
peaks.

To compile timing distributions, the data for
each of the 50 business cycle indicators over the
period of the current cyclical phase are scanned
each month. During a business cycle contraction,
the low value for each series is identified; during
an expansion, the high value is identified. For in-
verted series, that is, series with negative con-
formity to the business cycle, high values are taken
during contraction and low values during expansion.
If the values for 2 or more months are equal, the
latest date is taken as the low (high) month. In
selecting these values, erratic values are disre-
garded, although it is, of course, difficult to identify
an erratic value, particularly for the current month.

The letter "L." is used in the basic data table
(table 1) to identify and highlight the current low
values during contraction and the letter "H", to
identify current high values during expansion * In

addition, these symbols are used to identify the low
values preceding current highs and high values
preceding current lows. These identifications fa-
cilitate an economic interpretation of the timing
distribution since they show the month in which each
economic activity reached its low or high.

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 business con-
ditions and are helpful in making an economic in-
terpretation 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 economy to another.

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
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 comparison
is designated as representing changes from refer-
ence 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 I960 reference peak. For earlier expan-
sions, 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 expansion is be-
yond 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 expansion, the
spans from the preceding peak dates are different,
depending on the length of the contractions. This
type of comparison answers the question whether,
and by how much, the current level of activity ex-
ceeds or falls short of the level at the preceding
business cycle peak, a given number of months after
the recovery began, and how the current situation
compares in this respect with earlier recoveries.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

May 1962



Descriptions and Procedures

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 I960 reference peak
is April I960; 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

related series for cycles prior to the initial date
covered by the series used currently. Such compar-
isons are, therefore, to be considered only approxi-
mate. Nearly all series have undergone change in
definition, coverage, or estimation procedure since
1919. The principal cases of this sort are as follows:

7. New private permanent nonfarm dwelling units
started (prior to 1939: Residential building
contracts, 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 wage and salary cost per unit of out-
put, total manufacturing (prior to 1946: Pro-
duction worker wage cost per unit. Supple-
ments to wages and salaries, which are a
part of total labor cost, are not included) .

HOW TO READ THE TIME SERIES CHARTS (CHARTS 1-3)

Peck of cycle indicates end of
expansion and beginning of
Recession (shaded areas)
as designated by NBER

47. Industrial production
(1957=100)

50. GNP, 1954 dollars, Q
(billions of dollars)

See back cover for complete titles
and sources of series

^9. GNP, current dollars, Q\
(billions of dollars) J*

'•' '̂

1.1.1.1.1

ri"*»f. •

.l-IAfc

100 *rj

9fl!

1957 1958 1959 1960 1961

Trough of cycle indicates end of
recession and beginning of
Expansion (white areas)
as designated by NBER

, Arabic numerals indicate latest month
for which data are plotted

Roman numerals indicate latest quar-
ter for which data are plotted

Broken line indicates quarterly data

Various ratio and arithmetic scales
are used to highlight 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-V is
a semi logarithm scale with 1 cycle;
"scale L-2", a semi logarithm scale
with 2 cycles, etc.
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Business Cycle Developments
INTRODUCTION

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 thi$ 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
compa ri s on s that he lp in evaluating the cur rent
stage of the business cycle.

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 about the 20th of the month
following the month of data.

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.

ORGANIZATION AND CONTENT OF THE REPORT

Three types of data are shown in this report.
They are as follows:

Basic 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 part of the regu-
lar report, certain appendix materials are pre-
sented. These materials include historical data,
key information, and adjustment factors.

DESCRIPTIONS AND PROCEDURES

Business Cycle Series

The three major groups of series are those with
a fairly consistent timing relation to the business
cycle. They are grouped, in accordance with the
NBER classification, as "leading," "roughly coinci-
dent," or "lagging" indicators. Additional series
are also included 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 or 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.—About 20 additional U.S. series
with business cycle significance are also shown.
Some of these series, such as change in money sup-
ply, merchandise trade balance, and cash surplus
or deficit, represent important factors in the econ-
omy, but they have not qualified as indicators for
various reasons, such as irregularity in timing.
Finally, industrial production indexes for several
countries which have important trade relations with
the United States are presented.

1
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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. Initial claims for unemployment insurance,
State programs

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

13. Number of new business incorporations
14. Current liabilities of business failures
15. Number of business failures with liabilities

of $100,000 and over
18. Profits (before taxes) per dollar of sales,

all manufacturing corporations
25. Change in manufacturers' unfilled orders,

durable goods industries
30. Nonagricultural placements, all industries
45. Average weekly insured unemployment, State

programs
55. Index of wholesale prices, all commodities

other than farm products and'foods
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, procurement
91. Defense Department obligations, total
92. Military prime contract awards to U.S, busi-

ness firms
125. West Germany, index of industrial production
128. Japan, index of industrial production

Seasonal adjustments for these series were de-
veloped by either the Bureau of the Census or the
NBER. The adjustment factors used are shown in
the appendix table D. Seasonally adjusted data
prepared by the collecting agency will be substituted
for the series mentioned above whenever they are
published.

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.

Charts

Time series line charts (charts 1-3) are used to
show the cyclical timing and pattern of each series.
Since various ratio and arithmetic scales are used,
rates of change are not comparable except for those
series having the same scale. See the diagram,
page 4, for additional help in using the charts.

Shaded areas on the charts indicate periods of
business cycle contraction between reference dates
for peaks ("PH—beginnings of shaded areas) and

troughs ("T"—ends of shaded areas). The shading
for a recession period will be entered only after a
trough has been designated.

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 magni-
tude 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 layoff s , whi ch usually 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 given intervals of time*
Their turning points tend to lead the turning points
of the aggregate and they measure how wide spread
a business change is. They vary between the limits
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, two comparison intervals
are used: 1-month intervals (January-February,
February-March, etc.) and 3-month intervals Janu-
ary-April, February-May, etc. ). The indexes
based on 1-month intervals are more "current" but
they are also more irregular than the S-^month in-
dexes (see chart 2). Quarterly series are compared
over 1-quarter intervals and 4-quarter intervals.

Series numbers pre ceded by the lette r ''D''
de signate diffusion indexe s. When one of the se
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 basie 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 (Dl, D5, D6, D19, D23, D41, D47, D54,

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

June 1962



Descriptions and Procedures

andD58). Indexes for 8 of these indicators show
comparisons for components over both 3-month and
1-month spans while, for 1 indicator (D58), com-
parisons are over 1-month spans only. The 12 other
diffusion indexes are based on 7 indicators 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 Conference Board; the
Chicago Purchasing Agents Association index based
on monthly reports of changes in profits (200 com-
panies); the First National City Bank of New York
index based on quarterly profit reports (700 com-
panies); and 8 NBER diffusion indexes—actual and
anticipated—for the following: Manufacturers' sales
(800 companies) and new orders (400 companies),
based on data from Dun and Bradstreet, Inc.; car-
loadings (19 commodity groups), based on data
from the Association of American Railroads; and
new plant and equipment expenditures (16 indus-
tries), based on data from the Office of Business
Economics and the Securities and Exchange Com-
mission.

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" and "lows" appear to be helpful in apprais-
ing the evidence for a prospective business cycle
turning point. Each month a timing distribution
is constructed which shows the number of series
reaching high (low) values during each of the re-
cent expansion (contraction) months. The timing
distribution is summarized by showing the number
of series reaching new highs (lows) and the per-
cent currently high (low) for each of several recent
months (see table 3) .

To provide historical perspective for interpreting
the distribution of current highs, such distributions
are also shown for leading and coincident series as
they appear 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, the data for
each of the 50 business cycle indicators over the
period of the current cyclical phase are scanned
each month. During a business cycle contraction,
the low value for each series is identified; during
an expansion, the high value is identified. For in-
verted series, that is, series with negative con-
formity to the business cycle, high values are taken
during contraction and low values during expansion.
If the values for 2 or more months ar0 equal, the
latest date is taken as the low (high) month. In
selecting these values, erratic values are disre-
garded, although it is, of course, difficult to identify
an erratic value, particularly for the current month.

The letter "L" is used in the basic data table
(table l ) to identify and highlight the current low
values during contraction and the letter "H", to
identify current high values during expansion* In

addition, these symbols are used to identify the low
values preceding current highs and high value's
preceding current lows. These identifications fa-
cilitate an economic interpretation of the timing
distribution since they show the month in which each
economic activity reached its low or high.

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.

Directiori-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 business con-
ditions and are helpful in making an economic in-
terpretation 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 alsohelp to show how a recession or recovery
spreads from one sectorof the economyto another.

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
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 comparison
is designated as representing changes from refer-
ence 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 I960 reference peak. For earlier expan-
sions, 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 expansion is be-
yond 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 expansion, the
spans from the preceding peak dates are different,
depending on the length of the contractions. This
type of comparison answers the question whether,
and by how much, the current level of activity ex-
ceeds or falls short of the level at the preceding
business cycle peak, a given number of months after
the recovery began, and how the current situation
compares in this respect with earlier recoveries.
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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
series7 For example, the specific peak in retail
sales corresponding to the May I960 reference peak
is April I960; 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

related series for cycles prior to the initial date
covered, by the series used currently. Such compar-
isons are, therefore, to be considered only approxi-
mate. Nearly all series have undergone change in
definition, coverage, or estimation procedure since
1919. The principal cases of this sort are as follows:

7. New private permanent nonfarm dwelling units
started (prior to 1939: Residential building
contracts, 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 wage and salary cost per unit of out-
put, total manufacturing (prior to 1946: Pro-
duction worker wage cost per unit. Supple-
ments to wages and salaries, which are a
part of total labor cost, are not included).

HOW TO READ THE TIME SERIES CHARTS (CHARTS 1-3)

Peck of cycl* indicates end of
expansion and beginning of

ecetftjon (shaded areas)
as designated by NBER

47. Industrial production
<1957*JOO)

fc^fl

50, GNP( 1954 dollars, Q
(billions of dollars)

49. GNP, current dollars,
(billions of dollars)

Trough of cycle indicates end of
recession and beginning of

ansion (white areas)
as designated by NBER

Arabic numerals indicate latest month
for which data are plotted

See back cover for complete titles
«nd sources of series

1957 1958 1959 1960 1961

Roman numerals indicate latest quar-
ter for which data are plotted

Broken line indicates quarterly data

Various ratio and arithmetic scales
are used to highlight 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-V is
a semi logarithm scale with 1 cycle;
"scale L-2", a semi logarithm scale
with 2 cycles, etc.
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Business Cycle Developments
INTRODUCTION

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.

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 about the 20th of the month
following the month of data.

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.

ORGANIZATION AND CONTENT OF THE REPORT

Three types of data are shown in this report.
They are as follows:

Basic 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.

nalytical measures (charts 2-3 and tables 2-6). —
The^e 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 part of the regu-
lar report, certain appendix materials are pre-
sen^ed. These materials include historical data,
key information, and adjustment factors.

DESCRIPTIONS AND PROCEDURES

Busijness Cycle Series

The three major groups of series are those with
a falirly consistent timing relation to the business
cycle. They are grouped, in accordance with the
NBER classification, as "leading," "roughly coinci-
den|t," or "lagging" indicators. Additional series
are also included for a more complete coverage of
the national economy. The series are described as
follows:

JSTBER 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.
On$ group of these series pertains to activities in
the labor market, another to orders and contracts,
an4 so on.

NBER Roughly Coincident Indicators.—About 15
series are direct measures of aggregate economic
activity or move roughly together with it; for ex-
amjple, nonagricultural employment, industrial pro-
duction or 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.—About 20 additional U.S. series
with business cycle significance are also shown.
Soime of these series, such as change in money sup-
ply, merchandise trade balance, and cash surplus
or deficit, represent important factors in the econ-
omy, but they have not qualified as indicators for
vajrious reasons, such as irregularity in timing.
Filially, industrial production indexes for several
countries which have important trade relations with
th£ United States are presented.

1
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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. Initial claims for unemployment insurance,
State programs

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

13. Number of new business incorporations
14. Current liabilities of business failures
15. Number of business failures with liabilities

of $ 100,000 and over
18. Profits (before taxes) per dollar of sales,

all manufacturing corporations
25. Change in manufacturers' unfilled orders,

durable goods industries
30. Nonagricultural placements, all industries
45. Average weekly insured unemployment, State

programs
55. Index of wholesale prices, all commoditJLes

other than farm products and foods
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, procurement
91. Defense Department obligations, total
92. Military prime contract awards to U.S. busi-

ness firms
125. West Germany, index of industrial production
128. Japan, index of industrial production

Seasonal adjustments for these series were de-
veloped by either the Bureau of the Census or the
NBER. The adjustment factors used are shown in
the appendix table D. Seasonally adjusted data
prepared by the collecting agency will be substituted
for the series mentioned above whenever they are
published.

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.

Charts

Time series line charts (charts 1-3) are used to
show the cyclical timing and pattern of each series.
Since various ratio and arithmetic scales are used,
rates of change are not comparable except for those
series having the same scale. See the diagram.,
page 4, for additional help in using the charts.

Shaded areas on the charts indicate periods of
business cycle contraction between reference dates
for peaks ("P"—beginnings of shaded areas) and

troughs ("T" — ends of shaded areas). The shading
for a recession period will be entered only after a
trough has been designated.

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 magni-
tude 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 thin
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 rate s of change often make s it diffi cult to
determine the significance of a change until some
months after it has occurred. For series, such as
unemployment and layoffs, which usually 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
serieswhich has risen over given intervals of time.
Their turning points tend to lead the txirning points
of the aggregate and they measure how widespread
a business change is. They vary between the limits
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, two comparison intervals
are used: 1-month intervals (January-February,
February-March, etc.) and 3-month intervals Janu-
ary-April, February-May, etc. ) . The indexes
based on 1-month intervals are more "current" but
they are also more irregular than the 3-month in-
dexes (see chart 2). Quarterly series are compared
over 1-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 (Dl, D5, D6, D19, D23, D41, D47, D54,
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and.D58). Indexes for 8 of these indicators show
comparisons for components over both 3-month and
1-month spans while, for 1 indicator (jD58), com-
parisons are over 1-month spans only. Tjhe 12 other
diffusion indexes are based on 7 indicators closely
related to the above 9 indicators. Theylinclude two
indexes on capital appropriations (602J companies
and 15 industries)—NBER indexes bashed on data
from the National Industrial Conference Board; the
Chicago Purchasing Agents Association index based
on monthly reports of changes in profits] (200 com-
panies); the First National City Bank o£ New York
index based on quarterly profit reportsj (700 com-
panies); and 8 NBER diffusion indexes ̂ -actual and
anticipated—for the following: Manufacturers' sales
(800 companies) and new orders (400 companies),
based on data from Dun and Bradstreet^ Inc.; car-
loadings (19 commodity groups), based on data
from the Association of American Railroads; and
new plant and equipment expenditures! (16 indus-
tr ies) , based on data from the Office <bf Business
Economics and the Securities and Exchange Com-
mission.

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 tllie basis of
current data are often highly irregular |and require
careful judgment in their use and interpretation.

Timing distributions .—Distributions! of current
"highs" and "lows" appear to be helpful 'in apprais-
ing the evidence for a prospective business cycle
turning point. Each month a timing distribution
is constructed which shows the numbed of series
reaching high (low) values during each of the re-
cent expansion (contraction) months. |The timing
distribution is summarized by showing 'the number
of series reaching new highs (lows) aijid the per-
cent currently high (low) for each of sevjeral recent
months (see table 3) .

To provide historical perspective for interpreting
the distribution of current highs, such distributions
are also shown for leading and coincident series as
they appear 3 months and 6 months before the peak
of each of the earlier post-World War III expansions
and at their peaks .

To compile timing distributions, t}ie data for
each of the 50 business cycle indicators over the
period of the current cyclical phase are scanned
each month. During a business cycle Contraction,
the low value for each series is identified; during
an expansion, the high value is identified. For in-
verted series, that is, series with negative con-
formity to the business cycle, high values are taken
during contraction and low values during expansion.
If the values for 2 or more months are equal, the
latest date is taken as the low (high) smonth. In
selecting these values, erratic values are disre-
garded, although it is, of course, difficult to identify
an erratic value, particularly for the current month.

The letter "JL" is used in the basic data table
(table 1) to identify and highlight the current low
values during contraction and the letter "H", to
identify current high, values during expansion* In

addition, these symbols are used to identify the low
vallues preceding current highs and high values
preceding current lows. These identifications fa-
cilitate an economic interpretation of the timing
distribution since they show the month in which each
economic activity reached its low or high.

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
shtprt, when the percent currently high falls below
50 percent for both the leading and roughly coinci-
dejit 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 business con-
ditions and are helpful in making an economic in-
terpretation 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.
Thiey alsohelp to show how a recession or recovery
spreads from one sector of the economy to another.

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
the behavior of the indicator series and diffusion
indexes in the current business cycle phase with
thdir behavior during the corresponding phase of
previous business cycles. These comparisons are
made in different ways depending upon the phase of
th<* 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 comparison
is designated as representing changes from refer -
enpe 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 I960 reference peak. For earlier expan-
sions, percentage changes are also computed from
th$ir respective reference peaks to dates which are
th& same number of months beyond the succeeding
reference troughs as the current expansion is be-
yond its reference trough. This type of comparison
is designated as representing changes computed
fr<pm reference peak levels and from reference
trough dates. Although the spans from reference
trtugh dates are the same for each expansion, the
spians from the preceding peak dates are different,
depending on the length of the contractions. This
type of comparison answers the question whether,
anld by how much, the current level of activity ex-
ceieds or falls short of the level at the preceding
buisiness cycle peak, a given number of months after
the recovery began, and how the current situation
cotmpares in this respect with earlier recoveries*
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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 retaiT
sales corresponding to the May I960 reference peak
is April I960; 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

related series for cycles prior to the initial date
covered bythe series used currently. Such compar-
isons are, therefore, to be considered only approxi-
mate. Nearly all series have undergone change in
definition, coverage, or estimation procedure since
1919. The principal cases of this sortare 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 wage and salary cost per unit of out-
put, total manufacturing (prior to 1946: Pro-
duction worker wage cost per unit. Supple-
ments to wages and salaries, which are a
part of total labor cost, are not included) .

HOW TO READ THE TIME SERIES CHARTS (CHARTS 1-3)

Peok (P) of cycle indicates
end of expansion and beginning
of Recession (shotted areas)
as designated by NBER

Indicates a break in continuity—
e.g., data not available, change in
sample reported, change in base used
for computations, etc.

See back cover for complete
titles and sources of series

Broken line indicates quarterly data

Trough (T) of cycle Indicates
end of recession and beginning
of Expansion (white areas)
as designated by NBER

Arabic numerals indicate latest
month for which data are plotted

Roman numerals indicate latest
quarter for which data are plotted

Various ratio and arithmetic scales
are used to highlight 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.
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Business Cycle Developments
INTRODUCTION

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.

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 about the 20th of the month
following the month of data.

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.

ORGANIZATION AND CONTENT OF THE REPORT

Three types of data are shown in this report.
They are as follows:

Basic 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 part of the regu-
lar report, certain appendix materials are pre-
sented. These materials include historical data,
key information, and adjustment factors.

DESCRIPTIONS AND PROCEDURES

Business Cycle Series

The three major groups of series are those with
a fairly consistent timing relation to the business
cycle. They are grouped, in accordance with the
NBER classification, as "leading," "roughly coinci-
dent," or "lagging" indicators . Additional series
are also included 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 or 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.—About 20 additional U.S. series
with business cycle significance are also shown.
Some of these series, such as change in money sup-
ply, merchandise trade balance, and cash surplus
or deficit, represent important factors in the econ-
omy, but they have not qualified as indicators for
various reasons, such as irregularity in timing.
Finally, industrial production indexes for several
countries which have important trade relations with
the United States are presented.

1
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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. Initial claims for unemployment insurance,
State programs

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

13. Number of new business incorporations
14. Current liabilities of business failures
15. Number of business failures with liabilities

of $100,000 and over
18. Profits (before taxes) per dollar of sales,

all manufacturing corporations
25. Change in manufacturers' unfilled orders,

durable goods industries
30. Nonagricultural placements, all industries
45. Average weekly insured unemployment, State

programs
55. Index of wholesale prices, all commodities

other than farm products and foods
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, procurement
91. Defense Department obligations, total
92. Military prime contract awards to U.S. busi-

ness firms
125. West Germany, index of industrial production
128. Japan, index of industrial production

Seasonal adjustments for these series were de-
veloped by either the Bureau of the Census or the
NBER. The adjustment factors used are shown in
the appendix table D. Seasonally adjusted data
prepared by the collecting agency will be substituted
for the series mentioned above whenever they are
published.

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 higher 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.

Charts

Time series line charts (charts 1-3) are used to
show the cyclical timing and pattern of each series.
Since various ratio and arithmetic scales are used,
rates of change are not comparable except for those
series having the same scale. See the diagram,
page 4, for additional help in using the charts.

Shaded areas on the charts indicate periods of
business cycle contraction between reference dates
for peaks ("P"—beginnings of shaded areas) and

troughs ("T"—ends of shaded areas). The shading
for a recession period will be entered only after a
trough has been designated.

Analytical Measures of Current Change

Four kinds of analytical measures are pre-
sented-r-rates of change, diffusion indexes, timing
distributions, and direction-of-change tables. These
measures aid in forming a judgment of the magni-
tude 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 usually 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 given intervals 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 limits
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, two comparison intervals
are used: 1-month intervals (January-February,
February-March, etc.) and 3-month intervals Janu-
ary-April, February-May, e tc . ) . The indexes
based on 1-month intervals are more "current" but
they are also more irregular than the 3-month in-
dexes (see chart 2). Quarterly series are compared
over 1-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 (Dl , D5, D6, D19, D23, D41, D47, D54,
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andD58) . Indexes for 8 of these indicators show
comparisons for components over both 3-month and
1-month spans while, for 1 indicator (D58), com-
parisons are over 1-month spans only. The 12 other
diffusion indexes are based on 7 indicators 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 Conference Board; the
Chicago Purchasing Agents Association index based
on monthly reports of changes in profits (200 com-
panies); the First National City Bank of New York
index based on quarterly profit reports (700 com-
panies); and 8 NBER diffusion indexes—actual and
anticipated—for the following: Manufacturers' sales
(800 companies) and new orders (400 companies),
based on data from Dun and Bradstreet, Inc.; car-
loadings (19 commodity groups), based on data
from the Association of American Railroads; and
new plant and equipment expenditures (16 indus-
tries), based on data from the Office of Business
Economics and the Securities and Exchange Com-
mission.

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" and "lows" appear to be helpful in apprais-
ing the evidence for a prospective business cycle
turning point. Each month a timing distribution
is constructed which shows the number of series
reaching high (low) values during each of the re-
cent expansion (contraction) months. The timing
distribution is summarized by showing the number
of series reaching new highs (lows) and the per-
cent currently high (low) for each of several recent
months (see table 3) .

To provide historical perspective for interpreting
the distribution of current highs, such distributions
are also shown for leading and coincident series as
they appear 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, the data for
each of the 50 business cycle indicators over the
period of the current cyclical phase are scanned
each month. During a business cycle contraction,
the low value for each series is identified; during
an expansion, the high value is identified. For in-
verted series, that is, series with negative con-
formity to the business cycle, high values are taken
during contraction and low values during expansion.
If the values for 2 or more months are equal, the
latest date is taken as the low (high) month. In
selecting these values, erratic values are disre-
garded, although it is, of course, difficult to identify
an erratic value, particularly for the current month.

The letter "L," is used in the basic data table
(table 1) to identify and highlight the current low
values during contraction and the letter "H", to
identify current high values during expansion* In

addition, these symbols are used to identify the low
values preceding current highs and high values
preceding current lows. These identifications fa-
cilitate an economic interpretation of the timing
distribution since they show the month in which each
economic activity reached its low or high.

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 business con-
ditions and are helpful in making an economic in-
terpretation 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 alsohelp to show how a recession or recovery
spreads from one sector of the economy to another.

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
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 change s
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 comparison
is designated as representing changes from refer-
ence 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 I960 reference peak. For earlier expan-
sions, percentage changes are also computed from
their respective reference peaks to dates which are
th6 same number of months beyond the succeeding
reference troughs as the current expansion is be-
yond its reference trough. This type of comparison
is designated as representing changes computed
from reference peak levels and from reference
trough date s . Although the spans from reference
trough dates are the same for each expansion, the
spans from the preceding peak dates are different,
depending on the length of the contractions. This
type of comparison answers the question whether,
and by how much, the current level of activity ex-
ceeds or falls short of the level at the preceding
business cycle peak, a given number of months after
the recovery began, and how the current situation
compares in this respect with earlier recoveries.
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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 I960 reference peak
is April I960; 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

related series for cycles prior to the initial date
covered bythe series used currently. Such compar-
isons are, therefore, to be considered only approxi-
mate. Nearly all series have undergone change in
definition, coverage, or estimation procedure 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 wage and salary cost per unit of out-
put, total manufacturing (prior to 1946: Pro-
duction worker wage cost per unit. Supple-
ments to wages and salaries, which are a
part of total labor cost, are not included) .

HOW TO READ THE TIME SERIES CHARTS (CHARTS 1-3)

Peok (P) of cycle indicates
end of expansion and beginning
of Recession (shaded areas)
as designated by NBER

Indicates a break in continuity--
e.g., data not available, change in
sample reported, change in base used
for computations, etc.

See back cover for complete
titles and sources of series

Broken line indicates quarterly data

Trough (T) of cycle indicates
end of recession and beginning
of Expansion (white areas)
as designated by NBER

49. GNP, current dollars, Q
(billions of dollars)

Arabic numerals indicate latest
month for which data are plotted

Roman numerals indicate latest
quarter for which data are plotted

Various ratio and arithmetic scales
are used to highlight 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 semi logarithm scale with 1 cycle;
"scale L-2", a semilogarithm scale
with 2 cycles, etc.
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IMPORTANT FEATURES AND CHANGES FOR THIS ISSUE

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 findings of
business cycle research and newly available 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:

Series 85 on change in total U.S. money supply has been revised by the
issuing agency to take account of new benchmark data, seasonal adjustment, and
other factors.

BACKGROUND MATERIALS

Experimental work for this report was carried out in collaboration with the NBER which is
responsible for much of the early research in this field. The paper, "Signals of Recession and
Recovery, " contains an explanation of research findings helpful in interpreting current cyclical
trends, a more detailed description of the indicators and measures used, and additional historical
data. This paper was issued as Occasional Paper 77 of the National Bureau of Economic Research,
261 Madison Avenue, New York 16, N.Y. (207 pages, price $3) .

ii
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Business Cycle Developments
INTRODUCTION

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.

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 about the 20th of the month
following the month of data.

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.

ORGANIZATION AND CONTENT OF THE REPORT

Three types of data are shown in this report.
They are as follows:

Basic 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 part of the regu-
lar report, certain appendix materials are pre-
sented. These materials include historical data,
key information, and adjustment factors.

DESCRIPTIONS AND PROCEDURES

Business Cycle Series

The three major groups of series are those with
a fairly consistent timing relation to the business
cycle. They are grouped, in accordance with the
NBER classification, as "leading," "roughly coinci-
dent," or "lagging" indicators. Additional series
are also included 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 or 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.—About 20 additional U.S. series
with business cycle significance are also shown.
Some of these series, such as change in money sup-
ply, merchandise trade balance, and cash surplus
or deficit, represent important factors in the econ-
omy, but they have not qualified as indicators for
various reasons, such as irregularity in timing.
Finally, industrial production indexes for several
countries which have important trade relations with
the United States are presented.

1
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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. Initial claims for unemployment insurance,
State programs

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

13. Number of new business incorporations
14. Current liabilities of business failures
15. Number of business failures with liabilities

of $100,000 and over
18. Profits (before taxes) per dollar of sales,

all manufacturing corporations
25. Change in manufacturers' unfilled orders,

durable goods industries
30. Nonagricultural placements, all industries
55. Index of wholesale prices, all commodities

other than farm products and foods
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, procurement
91. Defense Department obligations, total
92. Military prime contract awards to U.S. busi-

ness firms
125. West Germany, index of industrial production
128. Japan, index of industrial production

Seasonal adjustments for these series were de-
veloped by either the Bureau of the Census or the
NBER. The adjustment factors used are shown in
the appendix table D. Seasonally adjusted data
prepared by the collecting agency will be substituted
for the series mentioned above whenever they are
published.

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.

Charts

Time series line charts (charts 1-3) are used to
show the cyclical timing and pattern of each series.
Since various ratio and arithmetic scales are used,
rates of change are not comparable except for those
series having the same scale. See the diagram,
page 4, for additional help in using the charts.

Shaded areas on the charts indicate periods of
business cycle contraction between reference dates
for peaks ("P"—beginnings of shaded areas) and
troughs ("T"—ends of shaded areas). The shading

for a recession period will be entered only after a
trough has been designated.

Analytical Measures of Current Change

Four kinds of analytical measures are pre-
sented-r—rates of change, diffusion indexes, timing
distributions, and dire cti on-of-change tables. These
measures aid in forming a judgment of the magni-
tude 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 usually 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 given intervals 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 limits
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, two comparison intervals
are used: 1-month intervals (January-February,
February-March, etc.) and 3-month intervals Janu-
ary-April, February-May, etc.) . The indexes
based on 1-month intervals are more "current" but
they are also more irregular than the 3^-month in-
dexes (see chart 2). Quarterly series are compared
over 1-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 (Dl, D5, D6, D19, D23, D41, D47, D54,
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andD58). Indexes for 8 of these indicators show
comparisons for components over both 3-month and
1-month spans while, for 1 indicator (D58), com-
parisons are over 1-month spans only. The 12 other
diffusion indexes are based on 7 indicators 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 Conference Board; the
Chicago Purchasing Agents Association index based
on monthly reports of changes in profits (200 com-
panies); the First National City Bank of New York
index based on quarterly profit reports (700 com-
panies); and 8 NBER diffusion indexes—actual and
anticipated—for the following: Manufacturers' sales
(800 companies) and new orders (400 companies),
based on data from Dun and Bradstreet, Inc.; car-
loadings (19 commodity groups), based on data
from the Association of American Railroads; and
new plant' and equipment expenditures (16 indus-
tries), based on data from the Office of Business
Economics and the Securities and Exchange Com-
mission.

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" and "lows" appear to be helpful in cipprais-
ing the evidence for a prospective business cycle
turning point. Each month a timing distribution
is constructed which shows the number of series
reaching high (low) values during each of the re-
cent expansion (contraction) months. The timing
distribution is summarized by showing the number
of series reaching new highs (lows) and the per-
cent currently high (low) for each of several recent
months (see table 3).

To provide historical perspective for interpreting
the distribution of current highs, such distributions
are also shown for leading and coincident series as
they appear 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, the data for
each of the 50 business cycle indicators over the
period of the current cyclical phase are scanned
each month. During a business cycle contraction,
the low value for each series is identified; during
an expansion, the high value is identified. For in-
verted series, that is, series with negative con-
formity to the business cycle, high values are taken
during contraction and low values during expansion.
If the values for 2 or more months are equal, the
latest date is taken as the low (high) month. In
selecting these values, erratic values are disre-
garded, although it is, of course, difficult to identify
an erratic value, particularly for the current month.

The letter "L" is used in the basic data table
(table 1) to identify and highlight the current low
values during contraction and the letter "H", to
identify current high values during expansion* In

addition, these symbols are used to identify the low
values preceding current highs and high values
preceding current lows. These identifications fa-
cilitate an economic interpretation of the timing
distribution since they show the month in which each
economic activity reached its low or high.

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 business con-
ditions and are helpful in making an economic in-
terpretation 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 alsohelp to show how a recession or recovery
spreads from one sector of the economy to another.

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
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 comparison
is designated as representing changes from refer-
ence 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 I960 reference peak. For earlier expan-
sions, 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 expansion is be-
yond 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 expansion, the
spans from the preceding peak dates are different,
depending on the length of the contractions. This
type of comparison answers the question whether,
and by how much, the current level of activity ex-
ceeds or falls short of the level at the preceding
business cycle peak, a given number of months after
the recovery began, and how the current situation
compares in this respect with earlier recoveries.
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HOW TO READ THE TIME SERIES CHARTS (CHARTS 1-3)

Peak (P) of cycle indicates
end of expansion and beginning
of Recession (shaded areas)
as designated by NBER

Indicates a break in continuity—
e.g., data not available, change in
sample reported, change in base used
for computations, etc.

See back cover for complete
titles and sources of series

Broken line indicates quarterly da<

Trough (T) of cycle indicates
end of recession and beginning
of Expansion (white areas)
as designated by NBER

49. GNP, current dollars, Q
(billions of dollars)

Arabic numerals indicate latest
month for which data are plotted

Roman numerals indicate latest
quarter for which data are plotted

Various ratio and arithmetic scales
are used to highlight 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 semi logarithm scale with 1 cycle;
"scale L-2", a semi logarithm scale
with 2 cycles, etc.
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IMPORTANT FEATURES AND CHANGES FOR THIS ISSUE

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 findings of
business cycle research and newly available 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:

There are no significant changes for this issue.

BACKGROUND MATERIALS

Experimental work for this report was carried out in collaboration with the
National Bureau of Economic Research which is responsible for much of the early re-
search in this field. The book, "Signals of Recession and Recovery, " contains an ex-
planation of research findings helpful ;Ln interpreting current cyclical trends, a more
detailed description of the indicators and measures used, and additional historical data.
This book was issued as Occasional Paper 77 of the National Bureau of Economic Re-
search, 261 Madison Avenue, New York 16, N.Y. (207 pages, price $3) . Other refer-
ences, both to historical studies and current interpretations of the indicators, appear
in this book.

11
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Business Cycle Developments
INTRODUCTION

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.

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 about the 20th of the month
following the month of data.

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 4ata shown
are seasonally adjusted where seasonal variations
appear to exist.

ORGANIZATION AND CONTENT OF THE REPORT

Three types of data are shown in this report.
They are as follows:

Basic 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.

Anjalytical 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 <pf current changes in different parts of the
ecpnqmy. 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 -
pendijng upon the phase of the business cycle.

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

DESCRIPTIONS AND PROCEDURES

Business Cycle Series

Tfrie three major groups of series are those with
a faiirly consistent timing relation to the business
cyclfc . They are grouped, in accordance with the
NBEfR classification, as "leading," "roughly coinci-
dent!/1 or "lagging" indicators. Additional series
are also included for a more complete coverage of
the Rational economy. The series are described as
follows:

Leading Indicators. — Around 30 series
usu l ly 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.

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

Lagging Indicators. — Some series, such
as iew plant and equipment expenditures and manu-
facturers1 inventories, usually have reached turn-
ing points after they were reached in aggregate
ecofnomic activity, and for this reason, they are
designated as "lagging" series.

Other series. — About 20 additional U.S. series
witji business cycle significance are also shown.
Some of these series, such as change in money sup-
ply), merchandise trade balance, and cash surplus
or [deficit, represent important factors in the econ-
omjy, but they have not qualified as indicators for
various reasons, such as irregularity in timing.
Finally, industrial production indexes for several
countries which have important trade relations with
thq United States are presented.

1
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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 claims for unemployment in-
surance, State programs

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

13. Number of new business incorporations
14. Current liabilities of business failures
15. Number of business failures with liabilities

of $100,000 and over
18. Profits (before taxes) per dollar of sales,

all manufacturing corporations
25. Change in manufacturers1 unfilled orders,

durable goods industries
30. Nonagricultural placements, all industries
55. Index of wholesale prices, all commodities

other than farm products and foods
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, procurement
91. Defense Department obligations, total
92. Military prime contract awards to U.S. busi-

ness firms
125. West Germany, index of industrial production
128. Japan, index of industrial production

Seasonal adjustments for these series were de-
veloped by either the Bureau of the Census or the
NBER, The adjustment factors used are shown in
the appendix table D. Seasonally adjusted data
prepared by the collecting agency will be substituted,
for the series mentioned above whenever they are
published.

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 higher low levels. As a matter
of genercil practice, a business cycle turning point
will not be designated until at least 6 months after
it has occurred.

Charts

Time series line charts (charts 1-3) are used to
show the cyclical timing and pattern of each series.
Since various ratio and arithmetic scales are used,
rates of change are not comparable except for those
series having the same scale. Seethe diagrcim,
page 4, for additional help in using the charts.

Shaded areas on the charts indicate periods of
business cycle contraction between reference dates
for peaks ("P"—beginnings of shaded areas) and
troughs ("T"—ends of shaded areas). The shading

for a recession period will be entered only after a
trough has been designated.

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 magni-
tude 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 usually 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 given intervalsof time.
Their turning points tend to lead the turning points
of the aggregate and they measure how wide spread
a business change is. They vary between the limits
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, two comparison intervals
are used: 1-month intervals (January-February,
February-March, etc.) and 3-month intervals Janu-
ary-April, February-May, etc.) . The indexes
based on 1-month intervals are more "current" but
they are also more irregular than the 3*month in-
dexes (see chart 2). Quarterly series are compared
over 1-quarter intervals and 4-quarter intervals.

Se rie s numbe r s pre ceded by the le tte r "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 (Dl, D5, D6, D19, D23, D41, D47, D54,
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andD58). Indexes for 8 of these indicators show
comparisons for components over both 3-month and
1-month spans while, for 1 indicator (D58)^ com-
parisons are over 1-month spans only. The 12 other
diffusion indexes are based on 7 indicators 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 Conference Board; the
Chicago Purchasing Agents Association index based
on monthly reports of changes in profits (200 com-
panies); the First National City Bank of New York
index based on quarterly profit reports (700 com-
panies); and 8 NBER diffusion indexes—actual and
anticipated—for the following: Manufacturers' sales
(800 companies) and new orders (400 companies),
based on data from Dun and Bradstreet, Inc.; car-
loadings (19 commodity groups), based on data
from the Association of American Railroads; and
new plant and equipment expenditures (16 indus-
tr ies) , based on data from the Office of Business
Economics and the Securities and Exchange Com-
mission.

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 fora prospective business cycle turning point.
Each month a timing distribution is constructed
which shows the number of series reaching 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 interpreting
the distribution of current highs, such distributions
are also shown for leading and coincident( series as
they appear 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, particularly 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
peaksf. Thus, as new high levels are reached during
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
madef 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 coiner-
dent series, this does not necessarily signify that
a business cycle peak has occurred. It may do so,
but i[t may also simply reflect a short reversal in
the upward movement.

Djirectiori-of-change tables.—Direction-of-change
tables show directions of change ("+" for rising,
"o" for unchanged, and "-" for falling) in the com-
ponetnts used for the diffusion indexes. These tables
provdde a convenient view of changing business con-
ditiqns and are helpful in making an economic in-
terpretation of the movements in the more highly
aggregated statistical measures. That is, they show
which economic activities went up, which went
dowji, and how long such movements have persisted.
They also help to show how a recession or recovery
spreads from one sector of the economy to another.

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
the (behavior of the indicator series and diffusion
indetxes 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 comparison
is designated as representing changes from refer-
ence peak levels and from reference peak dates.

Expansions may be compared by measuring
chainges from the immediately preceding peak lev-
el SL In this report the current expansion is related
to tjhe May I960 reference peak. For earlier expan-
sions, 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 expansion is be-
yorld its reference trough. This type of comparison
is designated as representing changes computed
frojm reference peak levels and from reference
troiugh dates. Although the spans from reference
trqugh dates are the same for each expansion, the
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spans from the preceding peak dates are different,
depending on the length of the contractions. This
type of comparison answers the question whether,
and by how much, the current level of activity ex-
ceeds or falls short of the level at the preceding
business cycle peak, a given number 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 BO many months after the up swing 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 ££®£ifip peak and trough dates identified for each
scries . For example, the specific peak in retail
sales corresponding to the May I960 reference peak
is April I960; 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 thebiisiness cycle.

In order to make historical comparisons, it is'
frequently necessary to use data for a closely
related series for cycles prior to the initial date
covered bythe series used currently. Such compar-
isons are, therefore., to be considered only approxi-
mate. Nearly all series have undergone change in
definition, coverage, or estimation procedure 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 wage and salary cost per unit of out-
put, total manufacturing (prior to 1946: Pro-
duction worker wage cost per unit. Supple-
ments to wages and salaries, which are a
part of total labor cost, are not included) .

HOW TO READ THE TIME SERIES CHARTS (CHARTS 1-3)

Pook (P) of cycle indicates
end of expansion and beginning
of Recession (shaded areas)
as designated by NBER

Indicates a br«ak in continuity—
e.g., data not available, change In
sample reported, change in base used
for computations, etc.

See back cover for complete
titles and sources of series

Broken line indicates quarterly data

Trough (T) of cycle indicates
end of recession and beginning

Expansion (white areas)
as designated by NBER

/49. GNP, current dollars, Q
\" (billions of dollars)

Arabic numerals indicate latest
month for which data are plotted

Roman numerols indicate latest
quarter for which data are plotted

Various ratio and arithmetic scales
are used to highlight 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.
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IMPORTANT FEATURES AND CHANGES FOR THIS ISSUE

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 findings of
business cycle research and newly available 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. Series 17 and 62 have been recomputed to include revision of the com-
ponent, Federal Reserve index of industrial production, and to bring seasonal
adjustments up to date. In making the seasonal adjustments, the approach was
to adjust ratios (rather than components), thus providing seasonal factors for
these series (see appendix D) . The Census Method II, X-9 technique was used.

2. The following series have been recomputed to the 1957-59=100 base:
Series 17.—Price per unit of labor cost index
Series 23.—Index of industrial materials prices
Series 47.—Index of industrial production
Series 62.—Index of wage and salary cost per unit of output, total

manufacturing
Series 63.—Index of labor cost per unit of output, total GNP

3. Several specific peak and trough dates have been revised (see appendix
B). Revisions affect series 9, 17, 41, 47, 52, 53, and 54.

4. The above revisions have resulted in changes in appendix C for series
17, 47, and 62; in appendix D for series 17 and 62; and in appendix F for series
47, 52, and 54. Appendix F has also been revised for series 49 and 50 to reflect
earlier revisions.

BACKGROUND MATERIALS

Experimental work for this report was carried out in collaboration with the
National Bureau of Economic Research which is responsible for much of the early re-
search in this field. The book, "Signals of Recession and Recovery, " contains an ex-
planation of research findings helpful in interpreting current cyclical trends, a more
detailed description of the indicators and measures used, and additional historical data.
This book was issued as Occasional Paper 77 of the National Bureau of Economic Re-
search, 261 Madison Avenue, New York 16, N.Y. (207 pages, price $3). Other refer-
ences, both to historical studies and current interpretations of the indicators, appear
in this book.

11
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Business Cycle Developments
INTRODUCTION

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.

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.

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.

ORGANIZATION AND CONTENT OF THE REPORT

Three types of data are shown in this report.
They are as follows:

Basic 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 part of the regu-
lar report, certain appendix materials are pre-
sented. These materials include historical data,
key information, and adjustment factors.

DESCRIPTIONS AND PROCEDURES

Business Cycle Series

The three major groups of series are those with
a fairly consistent timing relation to the business
cycle. They are grouped, in accordance with the
NBER classification, as "leading," "roughly coinci-
dent," or "lagging" indicators. Additional series
are also included 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 or 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.—About 20 additional U.S. series
with business cycle significance are also shown.
Some of these series, such as change in money sup-
ply, merchandise trade balance, and cash surplus
or deficit, represent important factors in the econ-
omy, but they have not qualified as indicators for
various reasons, such as irregularity in timing.
Finally, industrial production indexes for several
countries which have important trade relations with
the United States are presented.

1
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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 claims for unemployment in-
surance, State programs

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

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
25. Change in manufacturers' unfilled orders,

durable goods industries
30. Nonagricultural placements, all industries
55. Index of wholesale prices, all commodities

other than farm products and foods
62. Index of wage and salary cost per unit of out-

put, total manufacturing
81. Index to 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, procure-

ment
91. Defense Department obligations, total
92. Military prime contract awards to U.S.

business firms
128. Japan, index of industrial production

Seasonal adjustments for these series were de-
veloped by either the Bureau of the Census or the
NBER. The adjustment factors used are shown in
the appendix table D. Seasonally adjusted data
prepared by the collecting agency will be substituted
for the series mentioned above whenever they are
published.

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 higher 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.

Charts

Time series line charts (charts 1-3) are used to
show the cyclical timing and pattern of each series.
Since various ratio and arithmetic scales are used,
rates of change are not comparable except for those
series having the same scale. See the diagram,
page 4, for additional help in using the charts.

Shaded areas on the charts indicate periods of
business cycle contraction between reference dates
for peaks ("P"—beginnings of shaded areas) and
troughs ("T M — ends of shaded areas). The shading

for a recession period will be entered only after a
trough has been designated.

Analytical Measures of Current Change

Four kinds of analytical measures are pre-
sented-r—rates of change, diffusion indexes, timing
distributions, and direction-of-change tables. These
measures aid in forming a judgment of the magni-
tude 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 usually 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 given intervals 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 limits
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, two comparison intervals
are used: 1-month intervals (January-February,
February-March, etc.) and 3-month intervals Janu-
ary-April, February-May, etc.). The indexes
based on 1-month intervals are more "current" but
they are also more irregular than the 3-^month in-
dexes (see chart 2). Quarterly series are compared
over 1-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 (Dl, D5, D6, D19, D23, D41, D47, D54,
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andD58). Indexes for 8 of these indicators show
comparisons for components over both 3-month and
1-month spans while, for 1 indicator (D58), com-
parisons are over 1-month spans only. The 12 other
diffusion indexes are based on 7 indicators 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 Conference Board; the
Chicago Purchasing Agents Association index based
on monthly reports of changes in profits (200 com-
panies); the First National City Bank of New York
index based on quarterly profit reports (700 com-
panies); and 8 NBER diffusion indexes—actual and
anticipated—for the following: Manufacturers' sales
(800 companies) and new orders (400 companies),
based on data from Dun and Bradstreet, Inc.; car-
loadings (19 commodity groups), based on data
from the Association of American Railroads; and
new plant and equipment expenditures (16 indus-
tries), based on data from the Office of Business
Economics and the Securities and Exchange Com-
mission.

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 fora prospective business cycle turning point.
Each month a timing distribution is constructed
which shows the number of series reaching 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 interpreting
the distribution of current highs, such distributions
are also shown for leading and coincident series as
they appear 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, particularly for
the current month.

The letter "H" is used in the basic data table
(table l) 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 during
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 coiner-
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 business con-
ditions and are helpful in making an economic in-
terpretation 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 economy to another.

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
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 comparison
is designated as representing changes from refer-
ence 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 I960 reference peak. For earlier expan-
sions, 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 expansion is be-
yond 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 expansion, the
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spans from the preceding peak dates are different,
depending on the length of the contractions. This
type of comparison answers the question whether,
and by how much, the current level of activity ex-
ceeds or falls short of the level at the preceding
business cycle peak, a given number 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 I960 reference peak
is April I960; 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
related series for cycles prior to the initial date
covered bythe series used currently. Such compar-
isons are, therefore, to be considered only approxi-
mate. Nearly all series have undergone change in
definition, coverage, or estimation procedure 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 wage and salary cost per unit of out-
put, total manufacturing (prior to 1946: Pro-
duction worker wage cost per unit. Supple-
ments to wages and salaries, which are a
part of total labor cost, are not included) .

HOW TO READ THE TIME SERIES CHARTS (CHARTS 1-3)

Peak (P) of cycle indicates
end of expansion and beginning
of Recession (shaded areas)
as designated by NBER

Indicates a break in continuity—
e.g., data not available, change in
sample reported, change in base used
for computations, etc.

See back cover for complete
titles and sources of series

Broken line indicates quarterly data

Trough (T) of cycle indicates
end of recession and beginning
of Expansion (white areas)
as designated by NBER

Arabic numerals indicate latest
month for which data are plotted

Roman numerals indicate latest
quarter for which data are plotted

Various ratio and arithmetic scales
are used to highlight 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 semi logarithm scale with 1 cycle;
"scale L-2", a semi logarithm scale
with 2 cycles, etc.
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IMPORTANT FEATURES AND CHANGES FOR THIS ISSUE

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 findings of
business cycle research and newly available 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. The following three new series have been added to the report:

96. Manufacturers1 unfilled orders, durable goods industries
97. Backlog of capital appropriations, manufacturing
98. Percent change in total U.S. money supply (demand deposits and

currency) and commercial bank time deposits

They are included in the group, "Other U.S. Series with Business Cycle Signifi-
cance."

2. All the series showing international comparisons (series 1Z1 to 1Z8)
have been recomputed to a 1957-59 = 100 index.

3. A new seasonal adjustment has been made for series 11, Newly approved
capital appropriations. Component industries are seasonally adjusted and then
added to obtain the seasonally adjusted total. The source for the new seasonal
factors is the National Bureau of Economic Research.

# # # # # # # # # # # # # # # # # # # # # # # # # # # # # # # * # # # # # # # # # # # # # * # #

BACKGROUND MATERIALS

Experimental work for this report was carried out in collaboration with the
National Bureau of Economic Research which is responsible for much of the early re-
search in this field. The book, "Signals of Recession and Recovery, " contains an ex-
planation of research findings helpful in interpreting current cyclical trends, a more
detailed description of the indicators and measures used, and additional historical data.
This book was issued as Occasional Paper 77 of the National Bureau of Economic Re-
search, 261 Madison Avenue, New York 16, N.Y. (207 pages, price $3). Other refer-
ences, both to historical studies and current interpretations of the indicators, appear
in this book.

11
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IMPORTANT FEATURES AND CHANGES FOR THIS ISSUE

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 findings of
business cycle research and newly available 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:

Consumer installment debt (series 66) has been revised back to July 1955
by the source agency to allow for a new seasonal adjustment and the adjustment
of two components to the June I960 benchmark.

BACKGROUND MATERIALS

Experimental work for this report was carried out in collaboration with the
National Bureau of Economic Research which is responsible for much of the early re-
search in this field. The book, "Signals of Recession and Recovery, f t contains an ex-
planation of research findings helpful in interpreting current cyclical trends, a more
detailed description of the indicators and measures used, and additional historical data.
This book was issued as Occasional Paper 77 of the National Bureau of Economic Re-
search, 261 Madison Avenue, New York 16, N.Y. (207 pages, price $3) . Other refer-
ences, both to historical studies and current interpretations of the indicators, appear
in this book.
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Business Cycle Developments
INTRODUCTION

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.

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.

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.

ORGANIZATION AND CONTENT OF THE REPORT

Three types of data are shown in this report.
They are as follows:

Basic 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 measure s (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 part of the regu-
lar report, certain appendix materials are pre-
sented. These materials include historical data,
key information, and adjustment factors.

DESCRIPTIONS AND PROCEDURES

Business Cycle Series

The three major groups of series are those with
a fairly consistent timing relation to the business
cycle. They are grouped, in accordance with the
NBER classification, as "leading," "roughly coinci-
dent," or "lagging" indicators. Additional series
are also included 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 tKese 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.1 For this reason they are
referred to as "roughly coincident" series.

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. — About 20 additional U.S. series
with business cycle significance are also shown.
Some of these series, such as change in money sup-
ply, merchandise trade balance, and cash surplus
or deficit, represent important factors in the econ-
omy, but they have not qualified as indicators for
various reasons, such as irregularity in timing.
Finally, industrial production indexes for several
countries which have important trade relations with
the United States are presented.
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Seosonol Adjustments

Official seasonally adjusted data are used in
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

13. Number of new business incorporations
14. Current liabilities of business failures
15. Nximber 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
25, Change in manufacturers' unfilled orders,

durable goods industries
30. Nonagricultural placements, all industries
55, Index of wholesale prices, all commodities

other than farm products and foods
62. Index of wage and salary cost per unit of out-

put, 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, procurement
91. Defense Department obligations, total
92 . Military prime contract awards to U.S .

business firms
96. Manufacturers' unfilled orders, durable goods

industries
97. Backlog of capital appropriations, manufac-

turing
128. Japan, index of industrial production

Seasonal adjustments for the se se rie s were de -
veloped by either the Bureau of the Census or the
NBER, The adjustment factors used are shown in
the appendix table D . Seasonally adjusted data
prepared by the collecting agency will be substituted
for the series mentioned above whenever they are
published,
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 higher 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.

Charts
Time series line charts (charts 1-3) are used to

show the cyclical timing and pattern of each series.
Since various! ratio and arithmetic scales are used,
rates of change are not comparable except for those
series having the same scale. See the diagram,
page 4, for additional help in using the charts.

Shaded areas on the charts indicate periods of
business cycle contraction between reference dates

for peaks ("P"—beginnings of shaded areas) and
troughs ("T"—ends of shaded areas). The shading
for a recession period will be entered only after a
trough has been designated.

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 magni-
tude 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 usually 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 given intervals 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 limits
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, two comparison intervals
are used: 1-month intervals (January-February,
February-March, etc.) and 3-month intervals Janu-
ary-April, February-May, etc. ) . The indexes
based on 1-month intervals are more "current" but
they are also more irregular than the 3-month in-
dexes (see chart 2). Quarterly series are compared
over 1-quarter intervals and 4-quarter intervals.

Se rie s numbe r s pre ceded by the le tte r "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 (Dl, D5, D6, D19, D23, D41, D47, D54,
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andD58). Indexes for 8 of these indicators show
comparisons for components over both 3-month and
1-month spans while, for 1 indicator (D58), com-
parisons are over 1-month spans only. The 12 other
diffusion indexes are based on 7 indicators 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 Conference Board; the
Chicago Purchasing Agents Association index based
on monthly reports of changes in profits (200 com-
panies); the First National City Bank of New York
index based on quarterly profit reports (700 com-
panies); and 8 NBER diffusion indexes — actual and
anticipated—for the following: Manufacturers1 sales
(800 companies) and new orders (400 companies),
based on data from Dun and Bradstreet, Inc.; car-
loadings (19 commodity groups), based on data
from the Association of American Railroads; and
new plant and equipment expenditures (16 indus-
tries), based on data from the Office of Business
Economics and the Securities and Exchange Com-
mission.

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 ai~d require
careful judgment in their use and interpretation.

Timing distributions .—Distributions of current
"highs" appear to be helpful in appraising the evi-
dence fora prospective business cycle turning point.
Each month a timing distribution is constructed
which shows the number of series reaching 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 interpreting
the distribution of current highs, such distributions
are also shown for leading and coincident series as
they appear 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, particularly 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 during
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 coiricf-
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.

Pirection-of-change tables.—Direction-of-change
tables show directions of change (" + " for rising,
Mo" for unchanged, and "-11 for falling) in the com-
ponents used for the diffusion indexes. These tables
provide a convenient view of changing business con-
ditions and are helpful in making an economic in-
terpretation 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 alsohelp to show how a recession or recovery
spreads from one sector of the economy to another.

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
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 comparison
is designated as representing changes from refer-
ence 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 I960 reference peak. For earlier expan-
sions, 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 expansion is be-
yond 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 expansion, the
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spans from the preceding peak dates are different,
depending on the length of the contractions. This
type of comparison answers the question whether,
and by how much, the current level of activity ex-
ceeds o;r falls short of the level at the preceding
business cycle peak, a given number 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 I960 reference peak
is April I960; 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 vise data for a closely
related series for cycles prior to the initial date
covered bythe series used currently. Such compar-
isons are, therefore, to be considered only approxi-
mate. Nearly all series have undergone change in
definition, coverage, or estimation procedure since
1919. The principal cases of this sortare 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
manuf acturing)

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 wage and salary cost per unit of out-
put, total manufacturing (prior to 1946: Pro-
duction worker wage cost per unit. Supple-
ments to wages and salaries,, which are a
part of total labor cost, are not included) .

HOW TO READ THE TIME SERIES CHARTS (CHARTS 1-3)

Peak (P) of cycle indicates
end of expansion and beginning
of Recession (shaded areas)
as designated by NBER

Indicates a break in continuity-
e.g., data not cvailable, change in
sample reported, change in base used
for computations, etc.

See back cover for complete
titles and sources of series

Broken [irie indicates quarterly data

Trough (T) of cycle indicates
end of recession and beginning
of Expansion (white areas)
as designated by NBER

Arabic numerals indicate latest
month for which data are plotted

Roman numerals indicate latest
quarter for which data are plotted

Various ratio and arithmetic scales
are used to highlight 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 A1* is
an arithmetic scale; "scale L-1" is
a semi logarithm scale with 1 cycle;
"scale L-2", a semi logarithm scale
with 2 cycles, etc.
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