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The Massachusetts Current
Economic Index for
November was 127.7, up 0.9
percent from October (at
annual rates) and down 0.1
percent from November of
last year. The current index
is normalized to 100 in July
1987 and is calibrated to
grow at the same rate as the
Massachusetts real gross
state product over the 1978–
1997 period.

The Massachusetts Leading
Economic Index for November was 1.7 percent, and the three-month average for
September through November was 1.4 percent. The leading index is a forecast of the
growth in the current index over the next six months, expressed at an annual rate. Thus, it
indicates that the economy is expected to grow at an annualized rate of 1.7 percent over
the following six months (through May). Because of monthly fluctuations in the data on
which the index is based, the three-month average of 1.4 percent may be a more reliable
indicator of near-term growth.

The Massachusetts economy has been essentially flat
all year. The level of the current index in November
was where it was in December 2001. Although seven
of the ten indicators are growing more slowly than
their long-term trends, all ten taken together are
consistent with slow growth in real gross state
product over the next six months. The total number
of jobs in the state may continue to decline for
several more months, however, as the expected rate
of increase in production of goods and services—at
an annualized rate of 1.7 percent over the next six
months—is not large enough to offset productivity
gains plus looming job cuts coming in state and local
government, finance, and manufacturing.

This last year would have been significantly worse if
not for a surge in foreign exports by Massachusetts
businesses. Increases in exports were concentrated
in computer and electronic equipment (especially to
Asian markets), pharmaceuticals, medical devices
and supplies, and defense products. This increase amounts to a 1-percentage-point addition
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to the state's gross product.

The future remains
uncertain. The leading
index projection is based
on historical relationships
between these indicators
and the economy, and
therefore do not take into
account the uniqueness of
the current recession and
the risks to the economy
associated with it.
Unfortunately, these risks,
including a possible war
with Iraq and a continued
delay in capital spending
by businesses, are mostly
on the downside.
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All of the indicators except interest rates and consumer confidence refer to Massachusetts.
The current index is composed of four indicators: nonagricultural employment, withholding
taxes, sales taxes, and the unemployment rate. The leading index includes these four
current indicators plus the other six (leading) indicators in the contributions table. All of the
indicators are as of October except the interest rate spread and the Bloomberg stock index,
which are through November 18.

For a description of the methodology used to construct these indices, see: Alan Clayton-
Matthews and James H. Stock, "An application of the Stock/Watson index methodology to
the Massachusetts economy", Journal of Economic and Social Measurement, vol. 25
(1998/1999), pp. 183-233.
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