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Subject Index

Acceleration principle, 31, 38

Accelerator-multiplier models, 1-2, 4, 38—
42,74, 171-72, 264

AD. See Aggregate demand curve

Adaptive expectations (AE), 53, 62-63

AD-AS model, 253. See also Aggregate de-
mand curve; Aggregate supply (AS)
curve

AE. See Adaptive expectations

Aggregate demand (AD) curve, 155-56,
253-54

Aggregate supply (AS) curve, 155, 253

Agricultural sector, 97

Amplitudes: assessment of, 237; in cyclical
movements, 220-30; standardization in
composite index construction, 338; vari-
ation of phases in, 289-93

ARIMA (autoregressive integrated moving
average) models and forecasts, 184, 412

AR roots. See Autoregressive unit roots

ARSME. See Average root-mean-square error

AS. See Aggregate supply (AS) curve

ASA-NBER median forecasts, 429, 435

ASA-NBER Quarterly Economic Outlook
Survey study, 410-11

ASA-NBER survey: accuracy and consistency
of participants in, 446-61; data on point
and probabilistic forecasts, 517-18; fore-
casts, 396, 399, 401-4, 410, 429-42;
properties of, 499-500; survey methods
of, 44446, 466-69

AT&T index, 224n30

Autoregressive (AR) unit roots, 184
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Average root-mean-square error (ARSME),
411t, 412

Axe-Houghton index, 224n30

Ayres’s index, 222n24, 225

Babson index, 224n30, 225, 229

Banks, panics and suspensions, 108

Bayesian vector autoregression (BVAR) mod-
els and forecasts, 401, 411-12

BCD. See Business Conditions Digest

BEA. See U.S. Department of Commerce,
Bureau of Economic Analysis

Blue Chip Economic Indicators, 387n5, 404

Brookings-SSRC model, 175n20, 200, 266-
68, 271, 275-76, 279

Budget, federal: components of deficit and
surplus, 103-5; growth and cyclicality
of, 101-2; policy for, 113-14

Business Conditions Digest (BCD), 299, 303,
305, 319

Business cycles: continuity of, 357; dating by
NBER of, 283-88, 348; defined, 236~
37, 283; derivation of reference chronol-
ogies for, 214-16; differences in endoge-
nous and exogenous models of, 44;
distinguished from growth cycle, 22, 30,
214-16, 242, 346; diversity in mea-
sured, 3, 17-19; equilibrium approach
to, 53—60; exogenous and endogenous
models of, 1-2; forces causing diversity
in, 14; historical durations of, 22-23,
119-23, 125, 220-31, 233-37, 263;
Keynesian theory of, 33-35; long-wave
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Business cycles (continued)
hypothesis of, 194, 237-38; major and
minor, 239-42; moderation in, 93-100,
123, 208-11, 231, 295-98; nonstochas-
tic and stochastic simulations of, 266—
79: periodicity in, 193-96, 262; persist-
ence, pervasiveness and endogenous
nature of, xv, 3, 22; randomness in, xvi,
260-61; random shock effects on per-
sistence of, 57-60; recurrent features of,
23-27, 263-64, theories of, 50-51,
168-73, 309-12, 316; timing of turns in,
289, 293-98; from 1879 to 1980s, 1 19—
23, 125. See also Contractions; Cyclical
behavior; Depressions; Expansions;
Growth cycles; Peaks; Recessions; Ref-
erence chronologies; Troughs; Turning
points

Business cycle theory: contemporary, 1-2; ex-
amination of regularity using, 198-200;
historical, self-sustaining, 31-44, 309—
12; new-classical equilibrium theories
of, 5; responses to shocks or distur-
bances, 44-73; unsettled and active state
of, xiil. See also Nonlinear models; Real
business cycle

Business cycle time, 189

Business outlook surveys, 463—64, 477, 492

BVAR. See Bayesian vector autoregression
(BVAR) models and forecasts

Catastrophe theories, 40

CDI indexes. See Cumulated diffusion in-
dexes

CEDG. See Consumer expenditures for du-
rable goods

Center for International Business Cycle Re-
search (CIBCR), 191, 195, 311nl10;
composite indexes of, 355-56; economic
indicators of, 294-95, 353; growth cycle
reference chronologies of, 195, 213-16

Change in business inventories (CBI), 445,
448

Chaotic fluctuation models, 197-98

Chase Econometric Associates, Inc. (Chase),
429-42

CIBCR. See Center for International Business
Cycle Research

Classical school, 32

Cleveland Trust Company index, 220, 222.
See also Ayres’s index

Coincident composite indexes: components
of, 319-23, 330-32; for eight countries,

191-93; of Stock-Watson (S-W), 352.
See also Stock-Watson

Coincident indicators, 283—85; coincidence in
nonstochastic simulations of, 271, 274—
75; means and standard deviations for,
320-21; role and components of, 293,
314. See also Composite indexes;
Roughly coincident indicators

Commercial paper rate, 86-90

Composite indexes: construction methods for
NBER-BEA, 333, 337-38; construction
of, 314, 317, current published BEA,
328-32; international, 338; measurement
of error in, 323-26; selection of compo-
nents for, 319-23. See also Coincident
composite index; Lagging composite in-
dex; Leading composite index

Consensus forecasts, 492-93, 517

Consumer expenditures for durable goods
(CEDQ), 448, 451, 467

Consumer price index (CPI): as deflator, 147,
historical data for, 151

Consumer sentiment index, 122

Consumption: cyclicality of, 93-95; dampen-
ing of fluctuations in, 103

Contractions, business, 22-25; changing and
relative length of, 22, 83, 85, 87, 217,
289-93, 298-99; difference from growth
patterns, 30; historical, 217-30; related
to financial instability, 108, 110-12; se-
vere, 25; since World War II, 77. See
also Depressions; Recessions

Contract-theoretic models, 71-75

Corporate bond prices, 355

Council of Economic Advisers (CEA) fore-
casts, 388, 397, 399, 422

Crashes, 105-9

Cumulated diffusion indexes (CDI), 277-78

Cycle phases. See Contractions, business; Ex-
pansions, business

Cyclical behavior: asymmetries in, 256-59,
264; comparison of NBER and simula-
tion analyses, 266—80; in cost, produc-
tivity, and profits, 140—-43; features of,
23-27; moderation in, §3-87, 125, 158-
61; periodicity in, 193-96; prediction of
downturns in, 260-61; reduced instabil-
ity in, 83-87, 92124, variation in am-
plitude and duration of, 94, 205-8, 218—
19. See also Long-wave hypothesis;
Nonlinearities

Cyclical indicators, 283; behavior of, 289,
294-95; criteria for selecting NBER,
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317-19; effect of disturbances on, 317,
information lags in data for, 326-28;
measurement errors in, 317; modeling
with, 312-14; mode! to explain behavior
of, 310-12; published data of, 299-305;
revisions in, 324-25, 328, 348; of reviv-
als and recoveries, 305-6; timing of, 26,
299-308, 313; underlying theory and
role of, 312—14; used in combined form,
xvi. See also Coincident indicators;
Composite indexes; Lagging indicators;
Leading indicators; Roughty coincident
indicators

Cyclical turns. See Turning points

Data: artificial, 78; definitions for macroeco-
nomic variable study, 359-62; errors in,
317; historical business cycle, 217-30;
historical collection and measurement
techniques, 77-79; use of quarterly, 266,
uses and limitations of forecast, 414-16.
See also National Bureau of Economic
Research; Reference chronologies; Time
series

Data Resources, Inc. (DRI): as forecaster,
429-42; model, 201, 313

Data sources: for business cycle analysis,
217, 219-20; for cyclical behavior simu-
lations, 267; historical and contempo-
rary, 77-79, 87, 89, 91; for macroeco-
nomic variable study, 359—-64; for
spectral analysis of investment, 249-50.
See also Center for International Busi-
ness Cycle Research; National Bureau of
Economic Research; Reference chronol-
ogies; Time series

Dating process (NBER), 283-88, 348

Decomposition. See Deviation from trend

Deflation: expectations of, 156-57; historical
U.S., 150-51 in recession, 25; replaced
by disinflation, 150-51; trends in, 194

Delivery lags, 137-38, 145. See also Market
clearing

De Long—Summers hypothesis of sticky
wages, 158, 160-61

Depressions, business, 23-24; difference
from growth patterns, 30; effect on eco-
nomic growth, 230; long, severe, 33-35;
prediction of recurrent, 66—67

Detrended cycles. See Deviation from trend;
Growth cycles

Detrending. See Deviation from trend

Deviation from trend: in dating growth

cycles, 285, 289-92;. fluctuations in de-
trended series, 242—-45; process of, 195—
96; techniques of computation of, 185—
86. See also Diffusion indexes

Dickey-Fuller tests, 366-70

Difference-stationary (DS) process, 184

Diffusion indexes, 285, 288-89, 292-93. See
also Cumulated diffusion indexes

Disinflation, 25, 121, 150-51

DS process. See Difference-stationary (DS)
process

Dispersion measures, 503, 506, 508

Duration: comparison of historical, 218-19,
233-37; country comparisons of, 233~
3S5; of cycle phases, 260; of growth
cycles, 243-45; variation in business
cycle, 22-23, 217-31, 289-93

Duration dependence, 259-62

Durbin-Watson (DW) tests, 476, 478-79

Econometric models, 173-76

Economic activity, aggregate measures, 286—
87, 290-91

Economic Forecasts: A Worldwide Survey,
387n5, 519

Economic indicators, 28, 283, 309

Economic policy, 176-79. See also Fiscal
policy; Macroeconomic policy; Mone-
tary policy

Economy: factors contributing to stability of,
3—4; structural changes in, 93-100

ECP. See Estimates of current position

Efficiency wages. See Wages

Efficiency wage theory, 154

Employment: in government sector, 97-100;
shift in composition of, 97-98

Endogeneity: of business cycles, xv, 3, 22,
32, 73-74; models of, 1-2, 11-14, 44

Equilibrium models, 53-60

Estimates of current position (ECP), 420

Exogeneity: of economic policy, 177-79; of
events and variables, 44; in historical
theories, 32; models of, 1-2, 44; in mo-
netarist theory, 48; tests for, 68—69,
365-81; theories of, 44—47, 74-75, 199

Expansions, business: changing length of ,
22-24, 53, 85, 87, 217, 297-98; effect
on economic growth of, 230; historical,
217-30; probability of termination of ,
259-62; relative and variable lengths of,
83, 264, 289-93; since World War II,
77; speculative peaks in, 105-9

Expectations: adaptive (AE), 53, 62-63; con-
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Expectations (continued)
ditions for optimistic, 122-23; formation
of. 63—-64; of inflation, 40; influences
on, 65; rationality of, 60. See also Ra-
tional expectations hypothesis

Federal Reserve Board (FRB) forecasts, 388

Federal Reserve Board—-MIT—-Penn (FRB-
MIT-Penn) model, 175n20, 200, 266-75

Federal Reserve System activity, 114-23

Filtering, in forecasting, 340; 348-49

Financial crises, 105-12

Financial instability, 65-67, 101-12

Fiscal index (Blanchard), 363

Fiscal policy, 113-14. See also Budget, fed-
eral; Spending, public; Stabilizers, auto-
matic; Tax policy

Fixed-capital investment: cyclicality of, 245—
51; long-term, 239

Flexible accelerator, 38

Fluctuations, business, 215-17

FMP model. See Federal Reserve Board—
MIT-Penn model

Forecasters, economic, 404-5, 420-21; pro-
cess of forming predictions, 61-62;
using macroeconomic models, 429, 463

Forecasting, economic: conditions for pro-
gress in, 414-15; errors in, xvi-xvii,
262; of industrial production (IP), 351~
52; macroeconomic, Xvi-xvii, 314-185;
measurement of errors in ASA-NBER
surveys, 467—68; methods and results of,
401-5; sequential signaling system of,
341-46; testing for bias in, 469-81; test-
ing for dependency in errors in, 481-88;
uncertainty in, 493--96; use of leading
indicators in, 339—45; using macroeco-
nomic models for, 313, 339, 429; using
SPR method, 346-48; VAR models for,
350-51

Forecasts, econometric, 405-6, 408, 410-12

Forecasts, economic: accuracy of, 389-93,
397, 403-4, 408, 417-19, 430, 432,
434-37, 441-43, 475-76; of annual
GNP, 416-22, 443, bias testing in multi-
period, 469-81; for changes in GNP and
IPD, 392--93, 398, 400, 416-22, 428
43; combining individual data of, xvi—
xvii, 407-8, 412-13; comparisons of,
521-34; confidence regions in, 473-75;
consensus, 492-93, 517, error measure-
ment for, 391-93, 521-34; estimates,
tests, and errors for group mean, 476~

81, 484-88; evaluation of annual GNP
and price level, 420-29; function and
content, 385-87; of GNP, 416-29; mea-
sures of absolute accuracy for, 398—401;
measures of relative accuracy and con-
sistency, 446-54; multiperiod quarterly,
415, 429-43, 448-54; pooling of, 477~
81; O and F statistical significance, 483;
quality determination for, 389-90, 519—
21; sources and uses of, 387-89; sources
of error or bias in, 395-97; testing for
dependencies in errors in, 481-88; tests
of rationality for, 464—66; tests for bias
in multiperiod, 469-71, 478-79; under
or overestimation of growth in, 421-22;
use of REH in, 64. See also Business
outlook surveys

General Electric Company (GE), 429-42

GNP (gross national product): analysis of fac-
tors influencing real, 370-79; backcast-
ing method data for, 78, 89, 91; changes
in variability of real, 79-81, 87-91;
forecasts of real, 392-93, 398, 400,
416-43; forecasts since 1947 of, 416
22; nonstochastic simulation of real,
271-785; variation in real, 79-81, 84-86,
90. See also Real GNP growth

Gold standard, 119-21

Government bond prices, 121

Government sector: increase in, 98-100; rela-
tion to business cycle of activity in, 252—
54. See also Employment; Political busi-
ness cycle

Great Depression (1930s): financial instability
created by, 109-10; labor unionization
after, 151-52

Growth, economic: factors affecting, 203—4,
230-31; international comparisons of,
190-93; since World War II, 208-11;
under- or overprediction of RGNP, 393~
95. See also Real GNP growth

Growth cycles: areas affected by, 30; com-
pared to business cycles, 195-96, 204—
8, 214-16, 242, 346; defined, 29-30;
derivation of reference chronology for,
213-14; differentiation from growth rates
and business cycles, 29-30; evidence of,
xv; fluctuations in time series for, 242—
45, 264; frequency and symmetry of,
214, 216; history of analysis in, 211-17;
indicators used in analysis of, 195, 294—
95, 353; international scope of, 216,
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349n34; reference chronologies of, 195
96; using detrended and trend-unadjusted
series, 185, 195, 213, 285, 289-92

Growth rates: analysis of historical, 206,
230-31; differentiation of growth cycles
from, 29-30

Implicit price deflator (IPD) for GNP, 392,
394-95, 398, 400, 422, 428, 446, 451.
467

Indexes. See Coincident composite index;
Composite indexes; Consumer price in-
dex; Diffusion indexes; Lagging compos-
ite index; Leading composite index;
Long-leading composite index; Producer
price index; Short-leading composite in-
dex; Wholesale price index

Indicators. See Cyclical indicators; Coinci-
dent indicators; Economic indicators;
Lagging indicators; Leading indicators;
Roughly coincident indicators

Industrial production (IP); forecasting, 351-
52; indexes of, 229; long-term fluctua-
tion in, 239; Persons and Federal Re-
serve indexes of, 362; predictions of in-
dex of, 394. See also Kuznets cycles

Industrial sector, 97, 209

Inflation: expectations of, 40, 157, 516; fore-
casts of, 443; historical U.S., 150-51,
161; impact on fiscal policymaking of,
104-5; over- or underprediction of, 393—
95; predictions of, 64; rising, persistent,
36-37, 77, 121; trends in, 9-10, 194;
uncertainty in expected rate of, 161-62.
See also Implicit price deflator; Natural-
rate hypothesis

Information: effect of incomplete or lagging,
54; full, 5; imperfect or incomplete, 5,
66, 68; lags for indicator data, 326-28;
in rational expectations model, 60-61;
role of, 18

Interest rates: cyclical variation of, 69; effect
of shocks on, 68-69, 160; expectations
models of, 158-61; historical move-
ments of long and short-term, 161; as
lagging or long leading indicators, 353;
long-term movements in, 239; in mone-
tarist theory, 48; proposal for index im-
provement using, 354-55. See also
Commercial paper rate; Corporate bond
prices; Government bond prices

Intertemporal substitution hypothesis (1SH),
53-57

Inventory investment: causes and conse-
quences of, 41-42; control of, 96; cycli-
cality of, 41-42, 245-51; long-term 239,
in market clearing, 138. See alse Kitchin
cycles

Investment accelerator, 1

Investment cyclicality, 93-97. See also Fixed-
capital investment; Inventory investment

IP. See Industrial production

IPD. See Implicit price deflator for GNP

ISH. See Intertemporal substitution hypothe-
sis

1S/LM-AD/AS model, 70

1S-LM cob-web type model, 254

1S-LM model, 253, 255

Juglar cycles, 239-40

Kaldor model, 40

Keynesian business cycle theory, 33-35
Kitchin cycles, 239-40

Klein-Goldberger model, 173, 200, 266
Kondratieff long-wave cycles, 211, 237-39
Kuznets cycles, 239

Labor contracts, 133-34, 151-55

Labor force: composition variation during
business cycle, 147; hoarding of, 8

Labor market: effect of choices in, 53-54;
equilibrium in, 56. See also Intertem-
poral substitution hypothesis

Lagging composite index, 319-23, 329-31

Lagging indicators: coincidence in nonsto-
chastic simulations of, 270, 274-75;
components of, 28, 293; as long leaders,
294-95; means, standard deviations, and
distribution, 296-99; medians and
ranges of, 303-5; role in business cycle
of, 255, 293, 314. See also Composite
indexes

Leading composite index: components of
U.S., 319-23, 330-31; nonstationary
component of, 368; to predict values of
macroeconomic aggregates, 349; prime-
mover based, 311; of Stock-Watson,
352-53; time series in, 357; U.S. De-
partment of Commerce, 311n10; use in
forecasting of, 341. See also Long-
leading composite index; Short-leading
composite index

Leading indicators (L1): components of, 28,
293; in macroeconomic models, 313;
means, standard deviations, and distribu-
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Leading indicators (L) (continued)
tion, 296-99; medians and ranges of,
303-5; of OECD and CIBCR, 311n10;
role in business cycles of, 255, 293,
314, in slowdown and contraction, 214,
216; successive lists of NBER, 332-37;
testing predictive value of, 339-45;
using diversified set of, 316-17. See also
Composite indexes

Limit cycle periodicity, 251-52, 264

Linear models, 254

Livingston survey, 477, 495-97, 518

Ljung-Box-Pierce statistic, 482

Log-linear trend technique, 185-87

Long-leading composite index (CIBCR),
355-56

Long-leading indicators (CIBCR), 294-95,
353

Long-wave hypothesis, 194, 211, 237-42.
See also Juglar cycles; Kitchin cycles;
Kondratieff long-wave cycles

Macroeconomic models, 1-2, 312 noncycli-
cality in, 45; simulations with, 200-202;
use of indicators in, 358. See also Penn-
sylvania approach; Stochastic models

Macroeconomic policy, 113-23. See also Fis-
cal policy; Monetary policy

Macroeconomics: new-classical (NC), 6;
new-Keynesian (NK), 6

Marginal cost (MC), 136-37, 139-40

Market clearing: nonprice, 137-38, 145; in
overlapping-generations models, 63—64;
in rational expectations models, 61-62;
by relative price changes, 5

Mean absolute error (MAE), 391-93, 397,
408, 417, 430, 432, 435-37, 441-42

Mean errors (ME), 430, 432, 435-37, 441-
42, 475-76, 502-5

Mean forecasts, group, 476-81

Menu cost theory of pricing, 145, 154

Metzler cyclical investment model, 41-42

Michigan quarterly model, 201

Monetarist theory: of business fluctuation,
47-49, 52, 74; models with AE, 63

Monetary policy: influence on business cycle
of, 114-22; in REH and ISH analyses,
55-57. See also Money supply

Money: demand and supply effects of,
116-18

Money supply: changes in variability of, 79,
81, 84-86, 90; determinants of, 48~49;

(M2) in long-leading index, 355; in mo-
netarist theory, 47—48; reduction policy
for, 121, 123

National Association of Business Economists
(NABE) forecasts and surveys, 387, 404

National Bureau of Economic Research
(NBER): business cycle reference chro-
nologies of, 3, 22, 27, 217-30, 236-38,
284, 296; Committee on Business Cycle
Dating, 283-88, 348; post—World War II
forecasts compiled by, 415-16. See also
ASA-NBER survey

National income and product accounts
(NIPA), 312

Natural-rate hypothesis (NRH), 37, 40, 74

Neutrality tests, 365-79

New-classical (NC) macroeconomic theory,
6,9

New-Keynesian (NK) macroeconomic theory,
6, 11

New York Forecasters Club, 450

Nonlinearities, 12, 39, 44, 259, 264

Nonlinear models, 172, 196-98, 254-56

Nonprice market clearing. See Market clear-
ing

Nonstochastic simulations, 173~74, 266—67,
269-75

OBE model. See U.S. Department of Com-
merce

OECD. See Organization for Economic Co-
operation and Development

Office of Management and Budget (OMB)
forecasts, 388

Oil price shocks, 27, 29

OLG model. See Overlapping-generations
model

Organization for Economic Cooperation and
Development (OECD), 311n10

Overlapping-generations (O1G) model, 255

PBC models. See Political business cycle

Peaks: dating by NBER of, 283-88; sequen-
tial signaling at, 341, 343, 345; timing
of, 295-98. See also Reference chronol-
ogies; Speculative peaks; Troughs

Pennsylvania approach, 313-14

Periodicity: existence in business cycles of,
262-63; in limit and political business
cycles, 251-54, 264; limited, 263-64
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Phase-average trend technique (nonlinear),
185-89

Phillips curve, 36-37, 52

Political business cycle (PBC), 52, 198, 252~
54, 264

Price-level forecasts, 42229, 434, 443

Price misperception hypothesis, 6, 54-57

Price movements: in historical periods, 33;
long-term, 237--39; trends in, 9-10

Prices: changes in rate of change in, 36; cy-
clicality of, 150-51, 154-55; expecta-
tions models of, 158-61; explanations
and hypotheses for sticky, 136—45; his-
torical, 150-51, 237-38; inertia hypoth-
eses of, 12627, 143-45; inertia of real
and nominal, 127-29; inflation or defla-
tion effect on relative, 155-57; sensitiv-
ity of levels of, 162; signals from, 463.
See also Consumer price index; Corpo-
rate bond prices; Stock prices; Wholesale
price index

Producer price index (PPI), 147

Propagation mechanisms, 57-60, 67

Public sector. See Government sector

Rational expectations (RE): consumption
models with, 73; hypothesis of, 5-6;
models of, 53—-60, 74-76; strict interpre-
tation of, 464

Rational expectations hypothesis (REH), 53,
55, 61, 74; assumptions of, 462 testing
of, 63—64; test using pooled forecasts,
477. See aiso Intertemporal substitu-
tion hypothesis; Price misperception hy-
pothesis

RBC. See Real business cycle

RE. See Rational expectations

Real business cycle (RBC) theory and mod-
els, 5-8, 18, 184, 190

Real GNP growth (RGNP), 185-89, 391,
391-95, 397, 446, 467

Recessions: assessing probability of, 345-46;
difference from growth patterns of, 30;
moderation in, 66, 124; occurrences of,
22-23, 25, in other countries, 195-96;
timing of indicators (1981-83), 304-5.
See also Depressions

Reference chronologies: of business cycles
(NBER), 3, 22, 27, 217-30, 236-38,
284, 296; of growth cycles (CIBCR),
195, 213-16; of historical business
cycles, 233-37

REH. See Rational expectations hypothesis

Research Seminar in Quantitative Economics
(RSQE), University of Michigan, 411

RGNP. See Real GNP growth

RMSE. See Root mean square error

Root mean square error (RMSE), 391-93,
399, 403-4, 411, 446-48, 45253,
458-59

Roughly coincident indicators, 28, 283-85

Sample size effects, 471-75

Scoring of indicators, 338

Seasonal variation, 262

Sequential probability recursion (SPR),
346-48

Services sector: effect on cyclical variability
of, 154; indicators for, 328-29; shift of
employment to, 209

Shocks: conversion of random, 57-60; differ-
ing theories of role of, 1-2, 4-7; effect
of large adverse, 37, effect of supply, 29;
effect on business cycle of exogenous,
14-15, 252; effect on interest rates of,
68-69; financial instability as, 110-12;
forecasting consequences of, 386 ran-
dom, 44-45, 251-52; role in business
cycles of, 44-47, 255, theories of de-
mand and supply, 67-73. See also Accel-
erator-multiplier models; Endogeneity;
Exogeneity; Oil price shocks; Propaga-
tion mechanisms; Stochastic models

Short-leading composite index (CIBCR), 356

Signaling system, sequential, 341-45

Sims probabilistic model, 411-12

Singularity theories, 40

Slowdowns. See Growth cycles

Smoothing: for NBER cyclical indicators,
319; in spectral analysis, 246, 249-50

Solow residual, 7-8

Spectral analysis, 196, 245-51, 263. See also
Deviation from trend

Speculative bubbles, 110-11

Speculative peaks, 105-9. See also Crashes

Spending: fluctuation in consumption and
investment, 93-97; public, 93-100,
113-14

SPR. See Sequential probability recursion

Stabilizers, automatic, 103-5, 123

Stationarity: of business cycle processes, 62—
63; in composite indexes, 338; unit root
tests for, 365-70

Stochastic models, 1, 4-5, 74, 184
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Stochastic simulations, 26667, 275-80

Stochastic theories, 198-99

Stochastic trend technique, 186-88

Stock exchange panics, international, 108

Stock market movements, 386

Stock prices: equilibrium analysis of, 65; in-
dex of (Standard & Poor’s), 363—64; as
leading indicator, 354-55, 386

Stock-Watson (S-W): leading and coincident
indexes, 352-53; tests, 36670

Survey of Current Business, 299n8

Survey Research Center (SRC), University of
Michigan, 63, 122

S-W indexes. See Stock-Watson

Tax policy: as automatic stabilizer, 103-5; ef-
fect on economy of, 113-14; to increase
employment, 113. See also Stabilizers,
automatic

Theil’s inequality coefficients, 430, 432

Time series: in business cycle analysis, 283;
detrended, trend-adjusted, or trendless,
185, 195, 211-17, 242-45, 263, discon-
tinued, xiii; for macroforecasts, 415; in
reference cycle analysis, 189; transfor-
mation to zero-mean stationary, 365-70;
use of, 219; volatility and predictability
of, 496. See also Coincident indicators;
Cyclical indicators; Lagging indicators;
Leading indicators; Stationarity; Unit
root

Time series models, 406, 408. See also Fore-
casts, econometric

Timing: in indicator system, 299-308, 313,
sequences in cyclical behavior, 26-27,
299-308. See also Coincident indicators;
Lagging indicators; Leading indicators

Tobin’s ¢, 34

Trend-cycle analyses, 185-89, 204-17. See
also Deviation from trend; Growth
cycles; Log-linear trend technique;
Phase-average trend technique; Stochas-
tic trend technique

Trends, 45-46, 204-8, 242-45

Trend-stationary (TS) process, 183-84

Troughs: dating by NBER of, 283-88; se-
quential signaling at, 343, 345; timing
of, 295-98. See also Reference chronol-
ogies

TS process. See Trend-stationary process

Turning points: association with forecasting
errors, 262, 264, coincidence in nonsto-

chastic simulations of, 269-70, 273-75;
in coincident indicators, 283; dating by
NBER of, 28388, 348; forecasting er-
rors near, xvii; in lagging indicators,
295; predictive value of, 339-46

UC. See Unit costs, total

UC models. See Unobserved components
models

ULC. See Unit labor costs

Uncertainty: competition under conditions of,
16-17, conditions for, 63; in economic
forecasting, 493-96; economics of, 498—
99; in historical theories, 33-35; indica-
tions of, 413; of inflation, 496-98, 516;
in long-wave hypothesis, 237-39; in
modern economy, 463; in nonstationary
world, 63; in REH models, 61. See also
Consensus forecasts

Underconsumption theories, 16

Unemployment rate (UR), 78, 445, 448, 451,
476

Union contracts, 154

Unit labor costs, total (UC), 140-42

U.S. Department of Commerce: Bureau of
Economic Analysis (BEA) forecasts,
313, 388, 429-42; Leading index (LI)
of, 351; Office of Business Economics
(OBE) forecasting model, 266-75, 279,
408-10

U.S. Department of the Treasury forecasts,
388

Unit labor costs (ULC), 140-41

Unit root: autoregressive (AR), 184; tests,
365-70, 381

Unobserved components (UC) models,
18485

UR. See Unemployment rate

Variables: endogenous, 267-68; exogenous,
44; leading, 270, 274-75; macroeco-
nomic, 359-62. See also Shocks

VAR models. See Vector autoregressive mod-
els

Vector autoregressive (VAR) models, 4, 121-
22, 350-51, 401

Volatility estimates, 79-83

Wages: changes in rate of change in, 36; de-
cline in cyclicality of, 143-50, 154-55;
differences in PPI and CPI deflated real,
147; historical nominal and real, 146—
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50; inertia hypotheses of, 126-27, 135;
inertia of real and nominal, 127-29;
market-clearing, 131-32; real and nomi-
nal in business cycles, 35-40, 143-50,
162; responsiveness of relative and effi-
cient, 129-33

Weather cycle, 262-63

Weighting, 338, 403

Wharton Econometric Forecasting Associates,
Inc. (Wharton) forecasts, 200, 429-42

Wharton-Econometric Forecasting Unit
model, 266-76, 279, 408-10

Wholesale price index (WPI): changes in vari-
ability of, 79-83, 86, 90; historical data
for, 150-51

Wicksell-Slutsky-Frisch hypothesis, 20





