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Chicago Fed Midwest Manufacturing Index

Manufacturing in Midwest Growing
Slower than Nation

The Chicago Fed Midwest Manufacturing Index (CFMMI) decreased 0.1% from May to June,
following a revised 0.4% decline in May. By comparison, the Federal Reserve Board’s industrial
production index for manufacturing increased by 0.3% in both May and June. The auto sector
had the strongest performance in the Midwest index, increasing by 0.5% in June, following a
sharp 1.7% decline in May. The steel sector had the largest decline, falling 1.2% from May to
June, its first decrease in seven months. The machinery sector rose by 0.4% in June, while the
resource sector’s output fell by 0.3% in the Midwest, its third straight monthly decline.

June was the second consecutive month that every sector in the region had slower growth
from the prior month than its national counterpart. This continues to suggest that the econom-
ic slowdown in the second quarter had a somewhat greater impact on Midwest industries than
the nation as a whole. Relatively slower growth might indicate that the Midwest manufacturing
sector is pushing on capacity constraints. Since February of 1996, total employment growth in
the region has been slower than the rest of the country. Even with slower employment growth,
the unemployment rate for the five-state region continued to decline, falling from 4.7% in
February 1996 to 3.9% in June 1997. Nationally the unemployment rate fell from 5.5% to
5.0% over the same time period. For the first half of this year, the unemployment rate in the
Midwest averaged 4.1%, a full percentage point below the nation’s rate. In the Midwest,
monthly manufacturing employment growth from a year ago averaged 1.6 percentage points
more than the nation’s growth rate between February 1992 and February 1996. Over this time
period the Midwest increased its share of U.S. manufacturing employment from 17.7% to
18.8%. Since February 1996 however, Midwest manufacturing employment growth has
averaged 0.2 percentage point less than the nation.

While the Midwest’s auto sector index increased by 0.5% from May to June, this was about
half the increase that the nation experienced. The region’s heavier emphasis on the production
of cars versus light trucks contributed to this slower growth. Through the first seven months
of this year, nationwide sales of domestically-produced autos were 6.4% below the comparable
year-ago period, while sales of domestically-produced light trucks were 1.2% above a year ago.

Chicago Fed Midwest Manufacturing Index

Index, 1992=100

130
CFMMI /
115 N\
IPMFG
100 4
85
1989 '90 '91 '92 '93 '94 '95 '96 '97
Manufacturing output indexes — June 1997 percent change from
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Chicago Fed Midwest Manufacturing Index (CFMMI) -0.1 0.0 3.7

US Industrial Production-Manufacturing (IPMFG) 0.3 0.9 45



Tracking Midwest Manufacturing Activity by Sectors — June 1997
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Auto Sector CFMMI Components:
Rubber and Miscellaneous Plastics Products; Transportation Equipment

Machinery Sector
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Machinery Sector CFMMI Components:
Industrial Machinery and Equipment; Electronic and Other Electric Equipment;
Instruments and Related Products

Manufacturing Activity: Summary Table

Index, 1992=100 Percent change
Monthly Annual
Apr97 May 97 Jun 97 Apr 97 May 97 Jun 97 Jun 96-Jun 97
CFMMI 1217 1211 1214 05 -04 -01 3.7
CFMMI - Auto 1225 1204 121.0 -04 17 0.5 1.9
CFMMI - Steel 1276 1285 1269 14 07 -2 3.3
CFMMI - Machinery 1418 1415 1422 17 -02 04 55
CFMMI - Resource 110.0 109.3 109.0 -04 -06 -03 3.8
IPMFG 1209 1213 1217 0.3 0.3 0.3 45

Note: Three of the sixteen industries in the CFMMI are not included in any of the four sectors
above. These are Furniture and Fixtures, Printing and Publishing, and Miscellaneous
Manufacturing Industries.

Steel Sector CFMMI Components:
Primary Metal Industries; Fabricated Metal Products

Resource Sector
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Resource Sector CFMMI Components:

Food and Kindred Products; Lumber and Wood Products, Paper and Allied Products,
Chemicals and Allied Products; Petroleum and Coal Products; Stone, Clay, and Glass
Products

The Chicago Fed Midwest Manufacturing Index (CFMMI) is a monthly estimate of
manufacturing output in the region by major industry. The Midwest is defined as the
five states comprising the Seventh Federal Reserve District: lllinois, Indiana, lowa,
Michigan, and Wisconsin. The CFMMI is a composite index of 16 manufacturing
industries (identified by 2-digit SIC codes) that uses electrical power and hours
worked data to measure monthly changes in regional activity. The CFMMI provides a
regional comparison with the manufacturing component of the Industrial Production
Index (IPMFG) compiled by the Federal Reserve Board. Although the IPMFG is con-
structed differently than the CFMMI, it also uses electrical power and hours worked
data as measures of industry output for about 60 percent of its total production index.

CFMMI and IPMFG historical data are available on the Federal
Reserve Bank of Chicago’s Web site at http://www.frbchi.org



