
INQUIRER DAILY NEWS Mobile Subscribe Jobs  Cars  Real Estate  Rentals  Marketplace  

THURSDAY, JANUARY 15, 2009 

Philadelphia Fed launches new index to measure change in 
business conditions 

All any of us really want to know is: When will the recession end? 

Take your pick of the predictions. Some economists say the economy will improve in the second half of 2009. 
Others see it happening in 2010. 

I don’t really know the answer - no one really does. 

But that doesn’t keep forecasters, analysts and journalists from looking for signs of a turnaround. The clues, 
we believe, are in the rivers of statistics that gush from the federal government and the private-sector every 
day. 

But what to focus on? Does a 2.7 percent drop in December retail sales mean as much as the loss of 524,000 
jobs in the same month? 

Some who want to keep it simple look only at the changes in the monthly employment report issued by the 
Labor Department or the quarterly reports on gross domestic product released by the Commerce 
Department. 

But business cycles are so complex that no one variable can truly define them. 

That’s why economists pick several different factors and see how they interact. One such measurement is the 
Conference Board’s Index of Leading Economic Indicators, which consists of 10 different sets of data, 
including building permits, interest rate spread and real money supply. 

But that report comes out once a month, and a lot can change in intervening weeks. 

Now the Federal Reserve Bank of Philadelphia is publishing a new index that’s designed to tell whether 
the economy is getting better or worse, and it will be updated at least once a week. Called the ADS business 
conditions index, the measurement draws from U.S. government data on six indicators: 

* Initial jobless claims, which are issued every Thursday. 

* Payroll employment, industrial production, personal income, and manufacturing and trade sales - all 
released monthly. 

* Real gross domestic product, issued quarterly. 

The “ADS” in the name of index comes from the economists behind it: S. Boragan Aruoba, of the University 
of Maryland; Francis X. Diebold, of the University of Pennsylvania; and Chiara Scotti, of the Federal 
Reserve Board. 

Aruoba walked me through the index, which is hosted on the Philly Fed’s Web site. Over the six months the 
economists have been running the data, they found the index does correlate with the official periods of 
recession and expansion identified by the National Bureau of Economic Research. 

The ADS index increases during expansions and decreases during recessions. So the more negative the index 
gets, the weaker the economy is. Starting in mid-2007, the index began a sustained decline. The NBER 
identified the start of the current recession as December 2007. 

The trouble with waiting for NBER to declare a recession is that the announcement typically occurs months 
after one has begun. The ADS index will tell us at least once a week if business conditions are getting better 
or worse. 

On Friday, when the Labor Department issued the gloomy jobs report, Aruoba and his colleagues revised the 
ADS with not only the December numbers but also the revised data for October and November. The overall 
downward trend for the ADS steepened as the index responded to the negative employment statistics. 

The ADS will be revised today up to 90 minutes following the release of initial weekly jobless claims and again 
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may, at some point, signal the start of better days sooner than our other tracking indicators. 

Posted by Mike Armstrong @ 2:30 AM  Permalink | Post a comment 

SAVE AND SHARE 

Comments  
  

Already Registered? 
Sign In  
 

        

Sign in to post a comment

0 comments 

Register to Comment 
Why are we asking you to register? We've made some changes to the 
Philly.com commenting system to increase the quality of the user 
experience and dialogue, and reduce the number of inappropriate or 
offensive posts. You're now required to have a registered username 
and account before adding a comment. This will improve the comments 
for everyone. We apologize for the inconvenience. Join the 
conversation! 
 

 SIGN UP NOW

Email 
Address

Password

Forgot 
Password? 

 SIGN IN

Sponsored Links

Revolutionize Your Business Phone 
Order Today & Receive a Free 
Dedicated Fax Line For Your Business. 
www.BuyVonage.com

Extra "Recession" Income 
How I got $12,000 in 30 Days and a 
steady $5,000 a month income. 
www.Journey-To-Riches.com

Retired At 33- Home Business 
How I Actually Did It. No Gimmicks. 
No. B.S. Serious Inquiries Only. 
www.RetiredYoungHomeBusiness.com

Healthcare 

Philly PharmaBio 
Blog  

Physicians News 
Digest  

Pharmalot 
Investing 

BloggingStocks  

10Q Detective 
Law/Corp 

PhiLAWdelphia  

Delaware Corp 
Litigation Blog 
Politics/Taxes/Gov't 

Philadelphia 
Forward  

Great Expectations  

SEPTA Watch  

PhillyFuture 
Telecom/Media/Tech

Comcast Must Die  

Philly Geeks  

Philadelphia Tech 
News  

Broadband Reports 
Tourism/Travel 

Phila Road Warrior  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 GET IT NOW 
 

Subscribe to the 
RSS feed  
 

today's POLL  

How will you follow the 
inauguration? 

I'll watch on TV. 

I'll follow online. 

I'll read about it afterwards. 

I don't really care. 

 View resultsVote

express HEADLINES  

Hail to the chow   

Nutter asking for deeper cuts  

FBI trumps Fumo computer 
expert  

Masterman chosen as a top Pa. 
school  

A 5-minute gap in L. Merion 
school board meeting  

 

 

 

 

 

PROMOTIONS  
Philly.com Fan Spotlight  

Contests  

Philadelphia Visitors Guide  

Philadelphia Business Today  

Philadelphia Restaurants  

Philadelphia Sports  

 

 

 

 

 

 

photo GALLERY  

   

 

   

   

 

WASHERS 
OUTLET 

LOWEST PRICES 
IN THE CITY! 

NEW YORK 
DIAMOND 

EXCHANGE 
DEALERS' 

PRICES TO THE 
PUBLIC 

THE CHOTINER 
FIRM 

LEGAL SERVICES 
FOR PEOPLE 

FRIENDS 
ACADEMY 
PLEASE VISIT 

OUR OPEN 
HOUSE ON 

1/24/09 ---- 1 PM 
TO 3 PM

LEN'S AUTO 
BODY 

4819 COTTMAN 
AVENUE ---- 24-
HOUR TOWING 

News | What's Happening | Sports | Restaurants & Food | Arts & Entertainment | Living | Green | Business | Video | Opinion  Philly.com:

Advertise on Philly.com | View print ads and special sections | Mobile Edition | The e-Inquirer | Join Our Team | News In 
Education  

Site Services:

News | Front Page | Sports | Business | Obituaries | Arts & Entertainment | Food, Home & Life | Health & Science | Education | 
Opinion | Blogs & Columns | Subscriber Services  

The Inquirer:

City & Local | Sports | Yo! Features | Columnists | Daily News Opinion | Photos | Multimedia | National News | Obituaries | Daily News:

Page 2 of 3Philadelphia Fed launches new index to measure change in business conditions | Philly | 0...

1/15/2009http://www.philly.com/philly/blogs/phillyinc/Philadelphia_Fed_launches_new_index_to_...



Phrequency | The Trend | Active Adult Housing | Beach and Bay Homes | Homes and Living | Homes and Living - Ocean County | 
Communities Magazine | Employment Weekly | Taste of Philadelphia | Parade Magazine  

Partners:

About Philly.com | Contact Us | Terms of Use & Privacy Statement | Copyright 2009 

Latest News Feed          All RSS Feeds 

Page 3 of 3Philadelphia Fed launches new index to measure change in business conditions | Philly | 0...

1/15/2009http://www.philly.com/philly/blogs/phillyinc/Philadelphia_Fed_launches_new_index_to_...


