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How can I interpret the Oregon
Measure of Economic Activity?

A reading of “zero” corresponds

to the average growth rate for that
particular region. In other words, the
measures identify periods of fast or
slow growth relative to trend.

What is the significance of the
moving-average measures?

The monthly measures can be very
volatile. To reduce the noise, it is
helpful to focus on the average of the
most recent data.

Is this approach used elsewhere?

Yes, the Chicago Federal Reserve
Bank uses the same basic approach to
measure both national and regional
economic activity.

What is the difference between the
two measures?

The Oregon Measure of Economic
Activity uses a methodology that
allows for the incorporation of a
larger number of variables. The
University of Oregon Index of
Economic Indicators focuses on a
narrower set of variables using a
different methodology used by the
Conference Board to compute leading
indicators for the United States.
Using different indicators allows for a
more complete picture of the Oregon
economy.
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Review

The Oregon economy gained ground in
October. The three-month moving average
of the Oregon Measure of Economic Activity
improved to -0.90 from -0.98 in August.
The measure continues to indicate Oregon
is growing below the trend rate of growth
established over the 1990-2011 period.
Manufacturing, construction, and household
sectors contributed to economic weakness,
while the service sector was a positive force.
The University of Oregon Index of Economic
Indicators™ rose 0.3 percent to 89.3
(1997=100) in October, a second consecutive
gain. The majority of the underlying
components improved during the month,
including initial unemployment claims,
Oregon residential building permits, and
the Oregon weight-distance tax, a measure
of trucking activity. The interest rate spread
rose as market participants upgraded their

assessment of U.S. economic activity. Core
manufacturing orders fell, while employment
services payrolls (largely temporary help
employees) continue to move sideways, a
sign of weak labor demand.

Compared to six months ago, the UO Index
has fallen 3.6 percent (annualized), an
improvement from last month’s 5.8 percent
decline. In the past, sustained declines of
this magnitude foreshadowed labor market
recessions in Oregon. That said, the economy
has been following a start-stop pattern of
activity since the recession ended, with bursts
of growth followed by temporary slowdowns
that raise concerns of recession. We may
have experienced another such episode this
past summer. Still, the ongoing European
financial crisis, coupled with expected fiscal
contraction in the U.S. next year, suggests
continued caution with regard to the outlook
for 2012.
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Oregon Measure of Economic Activity
Black: Three Month Moving Average, Left Axis
Gray: Real Oregon Personal Income less Transfer Payments, % Change y-o-y, Right Axis
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Table 2: UO Index of Economic Indicators — Summary and Components

May-11  Jun-11 Jul-11 Aug-11  Sept-11  Oct-11

University of Oregon Index of Economic

. . . .2 . 1 .
Indicators™, 1997=100 90.8 90.6 90 89.0 89 89.3
Percentage Change -0.1 -0.3 -0.4 -1.4 0.1 0.3
Oregon Initial Unemployment Claims, SA* 9,161 9,271 8,915 8,708 8,610 8,459
Oregon Employment Services Payrolls, SA 31,398 31,572 30,904 31,228 31,448 31,436
Oregon Residential Building Permits, SA, 5 MMA* 654 646 659 584 621 693
Oregon Weight Distance Tax, SA, 106.49  105.57 10517  99.53  103.38  106.95
U.S. Consumer Sentiment, SA, 5 MMA 72.7 72.1 69.4 67.0 64.9 62.2
Real Manufacturers’ New Orders for Nondefense,

Nonaircraft Capital Goods, $ Millions, SA 41,718 41,909 41,629 42,027 42,337 41,635
Interest Rate Spread 3.08 2.91 2.93 2.20 1.90 2.08
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