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CHICAGO BUSINESS ACTIVITY INDEX

CBAI increased in January

The Chicago Business Activity Index (CBAI) was 0.19 in January 2005. This was mainly attributed to the
increase of both manufacturing and non-manufacturing employment. Considering that the CBAI leads the
local business cycle and positive values of this index are associated with above-trend growth, the Chicago
economy likely continues on a strong expansion path.

In January, the national economy presented a mixed feature. The coincident index of the
Conference Board stayed the same. Non-manufacturing employment was up 0.1 percent. However,
construction and retail sales decreased 14.8 percent and 0.4 percent, respectively.

The economic performance in Chicago showed some good features in January. Non-
manufacturing employment, manufacturing employment, and the Chicago Fed Midwest manufacturing
production rose 0.2 percent, 0.1 percent and 0.1 percent, respectively. However, construction and retail
sales decreased 16.3 percent and 1.2 percent, respectively.

Both the national economy and regional economy are expected to continue on an economic
expansion. Even though the leading index of the Conference Board in January, and its consumer
confidence index in February decreased 0.3 percent and 1.0 percent, respectively, following increases in
the previous two months, new hiring surged by 262,000 in February, indicating that businesses may be
confident enough about the economy’s direction that they can now consider additional hiring to enhance
increasing production. For the local economy, Chicago added jobs in January while, overall, the state of
Ilinois lost jobs. The expectation is that the Chicago will continue to benefit more from national
expansion than the state as a whole.
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* Black lines show Chicago indicators.

Chicago & National Non-manufacturing Employment National indicators are rescaled for comparison.
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Economic Activity: Summary

j Percentage change compared to the previous period

oo = National Chicago

Monthsago 12 3 1 12 3 1
Mfgn 0.22 -0.21 -0.14 -0.23 -0.03 0.08

o NMfgn 1.88 0.38 0.13 0.70 0.07 0.18

Cons 250 156 -1475 3.38 -5.44 -16.28

Retail 713 061 -043 237 -0.30 -1.20

e o . o o o e Note: All series are seasonally adjusted.

The Chicago Business Activity Index (CBAI) is a monthly statistic that measures the changes in the business cycle
status of the six-county Chicago region. The CBAI leads the local business cycle by three-to-four months. REAL’s
approach to constructing this index, using the principle components regression method, directs attention to the
relationship between local and national business cycle.

REGIoNAL \ Econowmics | APPLICATIONS \ LABORATORY

For more information please contact: University of Illinois
Sang Gyoo Yoon, Research Associate 220 Davenport Hall, 607 S. Mathews Ave.
T. 217/244-7226; sangyoon@uiuc.edu Urbana, IL 61801-3671, www.uiuc.edu/unit/real




