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The composite index of leading indicators decreased 0.2 percent in
July, and now stands at 129.7 (1967=100), according to preliminary data
released today by the Bureau of Economic Analysis, U.S. Department of
Commerce. On the basis of more complete data, the June index has been
revised to 129.9, 0.2 percent below the May figure. The June figure
for net business formation was the major contributor to the revision.

Six of ten indicators available for July contributed to the decline
in the index: average workweek, layoff rate, change in sensitive prices,
contracts and orders for plant and equipment in 1972 dollars, new orders
in 1972 dollars, and building permits.

Four of ten increased: vendor performance, change in total liquid
assets, stock prices, and money balance in 1972 dollars.

The series contributing most to the decline in the index was change
in sensitive prices. Of the series that increased, money balance in
1972 dollars had the largest influence on the index.

The composite index of coincident indicators, which is a monthly
approximation of aggregate economic activity, increased 0.4 percent in
July and now stands at 130.7 (1967=100). On the basis of more complete
data, the June index has been revised to 130.2, 0.4 percent above the
May figure.

The composite index of lagging indicators decreased 0.2 percent in
July and now stands at 126.0 (1967=100). On the basis of more complete
data, the June index has been revised to 126.2, 1.7 percent above the
May figure.




Note:

The leading index is designed to predict monthly movements in aggre-
gate economic activity, which is approximated by the coincident index.
The lagging index is designed to confirm the signals of the leading index

and to help distinguish between random movements and basic changes in

business conditions. These concepts are more fully explained in two
articles on the composite indexes published in the May 1975 and November
1975 issues of Business Conditions Digest (BCD), a monthly publication of

the Bureau of Economic Analysis.

See also Commerce News (BEA 76-88),

December 15, 1976 for a description of recent innovations in the method
of constructing composite indexes.

More data on the composite indexes, as well as other important
measures of economic activity, appear in BCD.
Superintendent of Documents, U.S. Government Printing Office, Washington,
D.C. 20402. Annual subscription:

$40.00.

It is available from the

Next release date: September 29 for the August composite indexes.
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Composite Index of Leading Indicators (1967=100)

Monthly
.Yeaz Jan. Feb. Mar. Apr. May June July Aug. Sep. Oct. Nov. Dec.
1972 119.2 120.4 122.3 123.5 123.9 124.3 125.3 126.5 128.2 129.4 130.2 132.1
1973 132.8 13355 132.7 131.8 132.6 133.7 133.2 131.6 130.8 130.4 130.5 129.3
1974 128.9 129.2 129.3 127.4 126.9 124.8 124.1 120.9 117.2 114.4 111.5 109.8
1975 106.5 106.2 107.1 109.4 111.7 115.2 117.8 118.6 118.9 119.0 119.3 119.6
1976 121.2 122.0 123.2 123.0 124.5 125.6 1257 125.6 125.3 126.0 127.0 128.0
1977 126.4 3275 129.9 130.5 130.2 rl29.9 pl29.7
Percent Change
Year Jan. Feb. Mar. Apr. May June July Aug. Sep. Oct. Nov. Dec.
1972 1.1 1.0 1.6 1.0 0.3 0.3 0.8 1.0 13 0.9 0.6 1.5
1973 0.5 0.5 -0.6 0.7 0.6 0.8 -0.4 =1+2 -0.6 -0.3 0.1 -0.9
1974 -0.3 0.2 0.1 =1:5 -0.4 -1.7 -0.6 =26 -3.1 -2.4 =225 =-1.5
1975 -3.0 -0.3 0.8 2.1 251 3.1 2.3 0.7 0=3 0.1 0.3 0.3
1976 1.3 0.7 1.0 -0.2 1.2 0.9 0.1 -0.1 -0.2 0.6 0.8 0.8
1977 -1.3 0.9 1.9 0.5 -0.2 r-0.2 p-0.2
Quarterly
Year I I1 III Iv
1972 120.6 123.9 126.7 130.6
1973 133.0 132.7 131.9 130.1
1974 129.1 126.4 120.7 111.9
1975 106.6 112.1 118.4 119.3
1976 122.1 124.4 125.5 127.0
1977 127.9 rl30.2
Percent Change
Year I II III Iv
1972 3.0 2.7 a3 3.1
1973 1.8 =02 -0.6 -1.4
1974 -0.8 -2.1 -4.5 =73
1975 -4.7 5.2 5.6 0.8
1376 2.3 1.9 0.9 1.2
1977 0.7 rl.s
‘ Net Contribution|Direction
Indicator Basic Data to Index! of Change
May June June
to to to
Feb. Mar. Apr. May June July June July July
Average workweek, production workers,
manufacturing (hOUCS)eiieeveeeeennnens 40.3 40.4 40.3 40.4 40.5 p40.3 +0.08 -0.18 -
*Layoff rate, manufacturing (percent).... 1.4 1.0 1.0 1.1 232 pl.3 -0.09 -0.11 =
Vendor performance, companies reporting
slower deliveries (percent)........... 55 56 58 56 58 59 +0.07 +0.04 +
#Change in total liquid assets (percent). 0.89 0.91 0.88 0.81 0.78 p0.83 -0.09 +0.18 +
#Change in sensitive prices (WPI of crude
mtrls., excl. food, feeds) (percent).. 0.13 0.94 1.93 1.66 0.49 -0.22 -0.51 -0.38 -
Contracts and orders, plant & equipment,
(billions of 1972 dollarS).eeeceeeecss 11.43 11.26 r12.22 r13.40 rl12.80 pll.38 -0.12 -0.36 =
Net business formation index (1967=100). 123.0 rl124.3 rl22.4 r122.8 el123.9 n.a. +0.12 n.a
Inaex of stock prices,

500 common stocks (1941-43=10)...... |100.96 100.57 99.05 98.76 99.29 100.18 +0.03 +0.06 +
Money balance (M1), (billions of 1972 §) 221.9 221.5 223.3 222.1 r221.7 p224.3 -0.08 +0.66 +
New orders, mfg., consumer products and

materials, (billions of 1972 $)...... 34.14 36.71 34.98 35.04 1r34.87 p33.86 -0.02 -0.16 -
Building permits (1967=100)...0ueecnnsas X3X.5 145.4 138.3 139.2 rl44.6 141.2 +0.12 -0.09 =
#Change in inventories on hand and on
order (ann. rate, billions of 1972 §). +7.54 +11.43 r+11.86 r+11.70 p+13.02 n.a. +0.08 n.a.
Percent change in the indexZ......................................................... =0.23 -0.15

(*) Series inverted in calculating the composite index of leading indicators: a decrease in

onsidered an increase in the series.
‘l) Smootned by a weighted 4-month moving average placed at terminal month.

n.a. - not available P - preliminary

r - revised e - estimated

the layoff rate is

lNet contribution of each individual component is that component's share in the composite movement of the group.
The percent change in the index equals the sum of the net contributions of the individual components plus the
trend adjustment factor of 0.17 (except for occasional rounding differences).



Year

1972
1973
1974
1975
1976
1977

Year

1972
1973
1974
1975
1976
1977

Year

1972
1973
1974
1975
1976
1977

Year

1972
1973
1974
1975
1976
1977

Year

1972
1973
1974
1975
1976
1977

Year

1972
1973
1974
1975
14976
1977

Year

1972
1973
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1973
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1975
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p - preliminary

1 i
Includes Employees on nonagricultural payrolls; Industrial production index;

Jan.

112.9
123.8
126.3
113.9
118.7
rl2s.1

Jan.

105.4
112.7
134.3
143.4
120.8
rl2l.7

Jan.

=1.2
1.9
0.8
-1.2
-1.0
0.7

Feb.

113.3
125.1
126.1
112.3
120.0
126.5

113.6
124.8
126.2
112.4
120.0
126.8

Feb.

104.4
114.3
133.2
138.1
120.1
rl22.4

Feb.

-0.9

1.4
-0.8
=-3.7
-0.6
r0.6

I

104.9
114.4
133.4
138.7
120.2
rl22.4

Mar.

114.5
125.6
125.8
110.9
121.2
rl28.9

Mar.

104.8
116.2
132.8
134.5
119.8
rl23.1

Mar.

0.4
157
-0.3
-2.6
-0.2
r0.6

r - revised

Composite Index of Coincident Indicatorsl(1967x100)
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115.5
125.6
125.5
111.4
121.9
rl29.2
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116.1
126.0
125.7
111.8
122.0
rl29.7

Monthly
June

115.8
126.2
125.5
112.7
122.5
rl30.2

July

116.7
126.9
125.7
113.7
122.7
pl30.7

Percent Change

II

115.8
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125.6
112.0
122.1
rl29.7

June

Quarterly

Percent Change
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126.6
X325.2
115.4
rl23.2

III
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126.9
125.2
115.1
rl23.0

Sep. Oct. Nov.

118.8 120.4 121.6
127.2 128.2 128.8
124.6 123.3 119.9
116.3 116.7 116.9
rl23.1 r122.7 rl24.0
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121.5
128.3
119.8
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124.2

Composite Index of Lagging Indicators“(1967=100)

Apr.

105.6
118.6
137.4
130.8
119.2
rl23.2

May

106.3
120.1
142.1
128.5
119.7
rl24.1

Monthly
June

106.9
122.6
143.6
124.1
121.0
rl26.2

July

107.3
125.9
146.0
124.2
121.1

£126.0

Percent Change

II

106.3
120.4
141.0
127.8
120.0

rl24.5

June

Quarterly

July

Percent Change

Aug.

107.5
129.2
146.4
124.5
rl20.9

III

107.8
128.9
146.5
124.4
r12l1.3

Sep. Oct. Nov.

108.6 109.5 110.0
131.7 X31.77 132.0
147.1 146.7 145.2
124.4 125.3 123.1
rl22.0 rl2l.s 1212

v

110.0
132.3
145.7
123.5
£121.3

Personal income less transfer payments in 1972 dollars; Manufacturing and trade sales in 1972 dollars.
Includes Average duration of unemployment; Labor cost per unit of output, manufacturing;

Manutactur@ng and trade inventories in 1972 dollars; Commercial and industrial loans outstanding;
Average prime rate charged by banks; Ratio, consumer installment debt to personal income.

Dec.

122.06
127.9
116.2
117.6
126.0

Dec.

rl.e

Dec.

110.6
133.2
145.1
122.0
rl20.9

Dec.

0.5
0.9
-0.1
-0.9
r-0.2



F. Taﬁm/8/29/77 .

Statistical Indicators Division

. The leading index is designed to predict monthly movements in
aggregate economic activity, which is approximated by the coincident index.
This characteristic of the leading index is cxpcctéd to bo true as a
general principle and has been verified by ;he past performance of the
index. In fact,-in the past the leading.index has led, by a variable
number of months, all major business cycle turns. We expect the
principle to hold for the present ana for the future.

The significance of the message or signal carried by a monthly
estimate, or several consecutive monthly estimates, of the leading index
should be evaluated in the light of three criteria as follows: duration
of the movement in the index; amplitude of.the apparent trend; and scope
or widespreadgdness of this trend among the different elements of the
index. |

‘ - As to the behavior of the currently released estimates of the index
the following should be observed: |

(1) The index declined for the third consecutive month. (2) The
total amplitude of the three d;clines is small. The estimate is 0.6
percent below the April estimate; the average monthly decline from April
to July is 0.2 percent compared with the.average monthly fluctuation of
0.9 percent -- without regard to sign -- over the period of the index.

(3) The diffusion of the decline among the index components is not
wide. In July six components declined and four increased.

Further considerations are: The July preliminary estimate is
based on 10 components out of total 12. Thus, the July estimatec based
on 12 components (to be released in August) is almost certain to be

.eviscd. (It should be noted that the average revision of the preliminary
estimate of the index has been between 0.5 and 0.6 percent over thé past

23 months).



. The past rccord indicates, that the leading index has shown Five
declines of threce or more consecu£ivc‘months cach during post-World
War Il expansions (September to November in»19SO, February to April and
June to August in 1951, April to June in 1962, and April to December
in 1966) without subsequent interruption of the expansion in general
economic activity.

Weak or limited retardation or deciine_in the leading index

usually signals a limited negative movement in aggregate economic ’
activity; and we are unable to determine the degree (i.e., slowdown or

decline) of this movement on the basis of current downward movements in

the leading index.
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TABLE A
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wries tend to move counter

the changes nre reveraed,)

Direction, Duration, and Most Rccc:b".h:muos in Principal Business Cycles Indicators

to movements in general business

ol Current expansion Current trends?
L Net Month to Over MCD
Measurg Contri-| Date Months month period®
" Period of Stand- bution of since D
Series Covered change Change ardized*| to July| high high Di- | bu- | Di- | bu N
change index * rec-| ra- rece-| ra-
! tion| tion| tion| tion
(1) (2) (3 “) (5) (6) (7) (8) () (o) a2 (13)
LEADING INDICATORS
Leading Composite Index and Components:
910, Composite index of 12 leading indicators. June-July, | Percent...,. -0.2 <0.2° -0.34 4/77 3 - LS - 1 1
: 197 s iaaiis]
l. Average workweek, production workers,
B R e e T e e June-July.) ..do......... -0.5 -1.1 -0.18 6/77 1 - 1 + 6 3
3. *Layoff rate, (inverted).............. |June-July.J ..do......... -0.1 -0.6 -0.11 4/77 3 3 + 2 3
32. *Vendor performance, companies report-
ing slower deliveries ............... |June-July.} ..do........ +1.0 +0.3 +0.04 8/76 11 + 2 6 2
104. *Change in total liquid assets® ...... |June-July.} ..do......... +0.05 +1.0 +0.18 1/76 18 + 1 1 1
92. *Change in sensitive prices (WPI of
crude mtrls., excl. food, feeds)® June-July.J ..do......... -0.7 -2.2 -0.38 §12/76 7 - 3 - 3 1
20. Contracts and orders, plant §equip., '
1972 dol1ars: ..ivevaaeviuiasssesaaviee. [JunesJuly.d c.dovivsesesaf =111 -1.9 -0.36 5/77 2 - 2 1 4
12. Net business formation index ........ |May-June..| ..do......... +0.9 +0.8 3/77 3 2 + 1 2
19. Index of stock prices, 500 common
SEOCKS: oo/ovecmistaivin o sierass e tvseveses |[June-July.) ..do.........|] +0.9 +0.3 +0.06 9/76 10 + 2 - 1 2
105. Money balance (M1), 1972 dollars .... |June-July.| ..do......... +1.2 +3.5 +0.66 | 10/76 9 + 1 + 1 1
8. New orders, mfg., consumer products
and materials, 1972 dollars ......... June-July.| ..do......... -2.9 -0.9 -0.16 3/77 4 - 2 2 3
29. Building permits ....... YR eoess |June=July.{ ..d0.cesecsson -2.4 -0.4 -0.09 3/77 4 - 1 1 2
36. *Change in inventories on hand and on
order, 1972 dollars eesseaiee ORI May-June..! ..Bil.dol.... +1.3 +0.5 e 7/76 11 + 1 + 1 1
Composite Indexes for Leading Sub-groups:
913. Marginal cmploymcnt adjustments
(Seties Y52, 3:5) . casine e aare sy June-July.| Percent..... -0.5 -0.7 i 3/77 4 - 4 - 3 2
914. Capital 1nvestment commltments 5
(series 12,20,29)...vvesevvsecsnsaes  JJune-July.| ..doc..v..... -1.3 -1.9 oo 6/77 1 - 1 - 1 2
915. Inventory in\estment and purchasing
(series 8,32,36,92). ats cevs  fJune-July.f y.do.........| -1.0 -1.4 . 4/77 3 3 - 3 1
916 Pxof1tab111ty (serlcs 17 19 80)..... June-July.} ..do......... +0.4 +0.5 8/76 11 5 B S 1
917. Money and financial flows (serles
104,105,110) vosawvisnens vesassesesss fJune-July.} ..do...ieiess] +2.4 +3.0 . 7/77 0 * 1 + 1 1
940. Ratio, coincident index to lagging :
INAEX sovimpmassasremenmmoveamsesaens  BIMMB=IOIE | edldBivnminns<]. #058 +0.5 e 4/77 3 + 1 + 1 1

See footnotes and other pertinent information at the bottom of page 2.




= TABLE A 5 g

1 y . Page 2
Direction, Duration, and Most Recent Chan in Principal Business Cvcle Indicators--Con. ¢ .
. (Inverted series--Series 3 and 91. Since these scries tend to move counter to movements in general business .
activity, §ign§ qf"the_changes_are reversed.) 7 s
urrent expansion Currcent trends!
- o e Month to | Over MeD
s Net Date Months month period®
Period | Measure Stand- { Contri- | of since e Meh*
Series Covered of Change |2rdized’| bution | high high Di- | bu- | ni- | .
g change change to Jul¥ rec-| ra- ree-| ra-
jindex tion| tion| tion| tion
(1) (2) (3) 1) (5) (6) (7N (8) (9) [(ro)  (11)] (12) (13)
COINCIDENT INDICATORS 1
920. Composite index of 4 coincident June-July, i
indicators ....... e EORma——— . . g S, +0 6’ +0.54 | /77 0 + | 6 iio6 1
41. Employees on nonagricultural d i
payrolls =i e veessesas. fJune-July.} ..do.........{ +0.3 +0.9 +0.33 7/77 0 - 9 + 19 1
51. Personal income less transfer pay-
ments, 1972 dollars .................|June-July.} ..do......... +0.04 +0.1 +0.18 7/77 0 + 6 + 16 1
47. Industrial production .............. . jJune-July.{ ..do.........{ +0.5 +0.5 +0.03 7/77 0 + 6 + . 6 1
57." Manufacturing and trade sales .......|May-June..| ..do......... +0.2 +0.2 o 3/77 3 + 1 + i 1 2
LAGGING INDICATORS !
930. Composite index of 6 lagging indicators... June-July { Percent...... -0.2 -0 2° 0 00 6/77 1 - 1 - ; 1 1
91. Average duration of unemployment .... June-July.} ..do......... +2.1 -0.5 0.18 3/77 4 - 2 - 1 2
(inverted) : ) ;
70. Manufacturing and trade inventories..|May-June..| ..do......... +0.5 +1.2 viois 6/77 0 + 6 + ‘ 6 1
62. Labor cost per unit of output, mfg... June-July.{ ..do......... +0.06 +0.1 -0.21 7/77 0 + 12 + 1 12 2
109. *Average prime rate charged by banks..jJune-July.{ ..do......... 0.0 0.0 0.0 NCH s + 3 , 3 1
72. Comm. and indus. loans outstanding, j
weekly reporting large comm. banks...jJune-July.{ ..do......... -0.6 -0.6 +0.03 6/77 1 - 1 - 1 1
95. *Ratio, consumer installment debt to >
personal income ........ vensesese e e g MaY=Junei oF edoiee i +0.09 +1.5 ek 6/77 0 + 4 + 4 1

*Figure shown in the 'Change" column is the month-to-month difference.
;Standardized changes are computed by dividing current changes (car{ied to more places than shown in column 4) by the average change without regard to si_r
sign.

*Net contribution of each individual component is that component's share in the composite movement of the group.

sWhen there is no change between two consecutive values or between values for two consecutive MCD periods, the direction is assumed to be the same

as that of the preceding period. Plus (+) indicates a rise; minus (-) indicates a decline.

MCD = Months for cycliical dominance (See "Handbook on Business Indicators' for definitions).

*The percent change in the index equals the sum of the net contributions of the individual components plus the trend adjustment factor of 0.17 (except

for occasional rounding differences).

¢Smoothed by a weishted 4-month moving average placed at terminal month.

NCH= No current high
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