1. Leading indicator defined (LI)

a. Indicator that precedes change in business
b. LI declines in advance of a recession

c. LI improves at the onset of recovery

d. LI includes

i. average work week

ii. job placements in industry

iii. new business formations

iv. new durable goods orders

v. contracts and orders for plant equip

vi. new building permits

vii. stock prices (S&P 500 is widely used)

viii. ratio of price to unit labor costs in manufacturing

ix. changes in consumer installment debt

2. Coincident indicator defined (CI)

a. tend to advance or decline at the same time as business activity

b. CI’s include

i. employees in non-agri establishments (non-farm payrolls)

ii. unemployment rate

iii. GDP in constant dollars (inflation adj.)

iv. industrial production

v. manufacturing and trade sales

vi. retail sales

3. Lagging indicator defined (LagIn)

a. react after economy has already changed direction

b. LagIn’s include

i. corporate profits after taxes

ii. unemployment rate for persons out of work for 15 weeks or longer

iii. business expenditures on plant and equip

iv. book value of manufacturing and trade inventories

v. labor costs per unit of output manufacturing

