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The Detroit Economic Activity Index measures growth in economic activity for the city of Detroit. The index
is constructed using a mixed-frequency dynamic factor model of 23 Detroit-specific data series capturing income,
employment, residential and commercial real estate activity, electric customer counts, tax revenues, and port activity.
It is calibrated so that Detroit’s historical growth trend (average) equals zero, meaning that an index value greater than
zero implies the city’s economic activity is growing faster than trend and, conversely, a value less than zero implies its
activity is growing slower than trend. The index is then measured in standard deviation units from trend growth.

Detroit Economic Activity Index
(standard deviations from trend)

The Detroit Economic Activity Index was +1.02
in March 2018, which indicates growth above
trend. Over the past year, the index has aver-
aged +0.44, which is above its long-run average.
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The index can be decomposed into the contribu-
tions from each component data series such that
the sum of the contributions results in the cur-
rent value of the index. The contributions com-
bine what a given series indicates for the De-
troit economy and how related that series is to
other measures of economic activity. Series that
are more closely related to other components re-
ceive a larger weight in the index and will have
larger contributions to the current index value.

The historical range indicates how strong the
current contribution of a series is relative to its
history. A contribution to the far right of its
range indicates the strongest reading from a se-
ries since 1998, while a contribution to the far
left indicates the weakest reading.

Chicago Fed Survey of Business Conditions

What is the Survey of Business Conditions?
To support its Beige Book efforts, the  
Chicago Fed gathers information from its 
business contacts using an online survey 
system. Respondents are asked to rate  
various aspects of business conditions 
along a seven-point scale ranging from 
“substantially increased” to “substantially 
decreased.” A series of diffusion indexes 
summarizing the distribution of responses 
is then calculated. 

How are the indexes constructed?
Respondents’ answers on the seven-point 
scale are assigned a numeric value ranging 
from +3 to –3. Each diffusion index is 
calculated as the difference between the 
number of respondents with answers 
above their respective average responses 
and the number of respondents with  
answers below their respective average 
responses, divided by the total number of 
respondents. The index is then multiplied 
by 100 so that it ranges from +100 to 
−100 and will be +100 if every respondent 
provides an above-average answer and 
–100 if every respondent provides a below-
average answer. Respondents with no prior 
history of responses are excluded from 
the calculation.

What do the numbers mean?
Respondents’ respective average answers 
to a question can be interpreted as repre-
senting their historical trends or long-run 
averages. Thus, zero index values indicate 
that, on balance, activity, hiring, capital 
spending, or cost pressures are growing at 
their trend rates or that outlooks are neutral. 
Positive index values indicate above-average 
growth (or optimistic outlooks) on balance, 
and negative values indicate below-average 
growth (or pessimistic outlooks) on balance.
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Notes: Positive readings of the overall activity index indicate that more respondents reported above-average growth in activity at their respective 
firms than below-average growth over the past four to six weeks. The manufacturing and nonmanufacturing activity indexes are calculated in a 
similar manner by dividing survey responses between manufacturing and nonmanufacturing firms. All three indexes are measured in percentage  
terms, such that if all respondents report above-average growth they will be +100; and, conversely, if all respondents report below-average 
growth they will be –100 (see the sidebar for further details on the indexes’ construction).      

Survey shows growth increased in late February and March

Activity Indexes: Overall and by Sector
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The Chicago Fed Survey of Business Conditions (CFSBC) Activity Index increased to +13 from +6, 
suggesting that growth in economic activity stayed at a moderate pace in late February and March. 
The CFSBC Manufacturing Activity Index rose to +50 from +30, while the CFSBC Nonmanufacturing 
Activity Index remained at –8.

• 		Respondents’ outlooks for the U.S. economy for the next six to 12 months remained
optimistic on balance. Respondents with optimistic outlooks highlighted increased demand
for their firms’ products (particularly those from manufacturing and construction firms)
and the potential for fiscal stimulus and tax and regulatory reform under the new U.S.
presidential administration. Respondents with pessimistic outlooks cited the slowdown in
auto sales and elevated policy uncertainty under the new U.S. presidential administration.

• The pace of current hiring decreased, as did respondents’ expectations for the pace of 
hiring over the next six to 12 months. Both hiring indexes were negative.

• The pace of current capital spending decreased, and respondents’ expectations for the pace
of capital spending over the next six to 12 months declined as well. While the current
capital spending index continued to be negative, the capital spending expectations index
remained in positive territory.

• The wage cost pressures index increased and turned positive. The nonwage cost pressures
index decreased and turned negative.

The Detroit Economic Activity Index is a re-
search project of the Federal Reserve Bank of
Chicago. For more information, contact Paul
Traub at paul.traub@chi.frb.org.

Series Contribution Historical range
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City income tax 0.00

Consumer expenditures 0.00

DTE C&I customer count 0.00

DTE residential customer count +0.03

Per capita income 0.00

La
bo
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Employment +0.55

Labor force participation rate 0.00

Unemployment +0.37

Weekly hours worked 0.00
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Building permits 0.00

City property tax 0.00

Commercial construction 0.00

Commercial leasing 0.00

Condo sales +0.01

Home sales +0.01

Median condo price 0.00

Median home price +0.03

Net absorption CRE -0.02

Nonoffice rents +0.01

Office rents 0.00

Vacancy rate CRE 0.00

Tr
ad

e Exports +0.05

Imports -0.02


