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Chicago Fed Midwest Manufacturing Index

Midwest Manufacturing Expanding Once More

The Chicago Fed Midwest Manufacturing Index (CFMMI) increased 0.2% from June to July,
following a 0.1% decline in June. By comparison, the Federal Reserve Board’s industrial pro-
duction index for manufacturing increased by 0.1% in July and 0.3% in June. The machinery
sector had the strongest performance in the Midwest index, increasing by 1.3% in July, follow-
ing a 0.4% increase in June. The auto sector had the largest decline, falling 0.6% from June
to July. The steel sector recorded a 0.2% rise in July, following a 1.4% decline in June, its first
decline in seven months. The resource sector’s output fell by 0.2% in the Midwest, its fourth
straight monthly decline.

Although the CFMMI increased only 0.1 percentage point more than the industrial pro-
duction index in July, each of the four major regional industrial sectors experienced growth
that was equal to or better than its national counterpart. This is the first time this has occurred
since May 1995. In May and June, all of the Midwest’s sectors had lower rates of growth than
the nation. The July numbers do not suggest that the Midwest economy accelerated up to the
performance of the nation. Rather, it appears that the factors that have slowed growth in the
Midwest have also begun to have an impact on the nation’s growth as well. Gains in manufac-
turing output compared with a year ago have been declining consistently for both the nation
and the Midwest since March of this year.

The strong performance by the machinery sector in July is indicative of a sector that has been
performing well throughout the current expansion. (Caterpillar Inc., the nation’s largest maker of
heavy equipment and farm machinery based in Peoria, Ill., reported record high corporate sales,
revenues, and profits for the second quarter of this year.) Compared with a year ago, regional
machinery sector output increased twice as fast as overall Midwest manufacturing output.

The weakness exhibited by the auto sector can be partially tied to temporary plant shut-
downs for model changeovers as well as another strike at a General Motors plant that affected
several of their assembly facilities.

While the region’s steel sector posted a gain of 0.2% in July, the nation’s steel sector fell
0.4%. Relative to a year ago, the Midwest’s steel sector continued to post increases twice as
rapid as the nation’s.

The region’s resource sector decline of 0.2% in July matched that in the nation. Similarly,
resource sector output in July was up 2.1% from a year ago in both the Midwest and the U.S.
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Chicago Fed Midwest Manufacturing Index (CFMMI) 0.2 -0.5 3.2
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Tracking Midwest Manufacturing Activity by Sectors — July 1997
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Machinery Sector CFMMI Components: Resource Sector CFMMI Components:
Industrial Machinery and Equipment; Electronic and Other Electric Equipment; Food and Kindred Products; Lumber and Wood Products, Paper and Allied Products,
Instruments and Related 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 Activity: Summary Table 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,
Index, 1992-100 Percent change Michigan, and Wisconsin. The CFMMI is a composite index of 16 manufacturing
Monthly Annual industries (identified by 2-digit SIC codes) that uses electrical power and hours
May 97 Jun97 Jul97  May97 Jun97 Jul87  Jul 96-Jul 97 worked data to measure monthly changes in regional activity. The CFMMI provides a
CFMMI 121.0 1208 1211 0.6 -0 0.2 32 regional comparison with the manufacturing component of the Industrial Production
CFMMI - Auto 1204 1209 1202 17 04  -06 0.0 Index (IPMFG) compiled by the Federal Reserve Board. Although the IPMFG is con-
CFMMI - Steel 1285 1267 127.0 06 -14 02 3.7 structed differently than the CFMMI, it also uses electrical power and hours worked
CFMMI - Machinery 1411 141.7 1435 06 04 13 6.6 data as measures of industry output for about 60 percent of its total production index.
CFMMI - Resource 109.0 108.7 108.5 -0.7 03  -02 2.1
IPMFG 121.0 1213 1214 0.1 0.3 0.1 3.8
Note: Three of the sixteen industries in the CFMMI are not included in any of the four sectors CFMMI and IPMFG historical data are available on the Federal
above. These are Furniture and Fixtures, Printing and Publishing, and Miscellaneous Reserve Bank of Chicago’s Web site at http://www.frbchi.org
Manufacturing Industries.




