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The NBER co-incident recession model 
NBER 5-FACTOR WEIGHTED COMPOSITE

0

0.2

0.4

0.6

0.8

1

1.2

-8

-6

-4

-2

0

2

4

6

8

10

1
9

59
-0

7
-0

1

1
9

60
-1

1
-0

1

1
9

62
-0

3
-0

1

1
9

63
-0

7
-0

1

1
9

64
-1

1
-0

1

1
9

66
-0

3
-0

1

1
9

67
-0

7
-0

1

1
9

68
-1

1
-0

1

1
9

70
-0

3
-0

1

1
9

71
-0

7
-0

1

1
9

72
-1

1
-0

1

1
9

74
-0

3
-0

1

1
9

75
-0

7
-0

1

1
9

76
-1

1
-0

1

1
9

78
-0

3
-0

1

1
9

79
-0

7
-0

1

1
9

80
-1

1
-0

1

1
9

82
-0

3
-0

1

1
9

83
-0

7
-0

1

1
9

84
-1

1
-0

1

1
9

86
-0

3
-0

1

1
9

87
-0

7
-0

1

1
9

88
-1

1
-0

1

1
9

90
-0

3
-0

1

1
9

91
-0

7
-0

1

1
9

92
-1

1
-0

1

1
9

94
-0

3
-0

1

1
9

95
-0

7
-0

1

1
9

96
-1

1
-0

1

1
9

98
-0

3
-0

1

1
9

99
-0

7
-0

1

2
0

00
-1

1
-0

1

2
0

02
-0

3
-0

1

2
0

03
-0

7
-0

1

2
0

04
-1

1
-0

1

2
0

06
-0

3
-0

1

2
0

07
-0

7
-0

1

2
0

08
-1

1
-0

1

2
0

10
-0

3
-0

1

2
0

11
-0

7
-0

1

Personal Income  
Less Transfer Payments 

NBER 3-month smoothed growth rate
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Non-farm Payroll Employment NBER 3-month smoothed growth rate
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Industrial Production NBER 6-month smoothed growth rate
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Real Retail Sales NBER 12-month unsmoothed growth rate
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Recession Syndrome  
Diffusion Index 

NBER

2 LESS number of indicators below their syndrome trigger
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Probability of being in recession now NBER 6-Factor Probit Statistical Model 6.7% 

The National Buro for Economic Research (NBER) are the final arbiters of recession dating in the U.S. They take 
forever to proclaim specific starts and ends to expansions so all the revisions can “work their way through” and 
they can be dead accurate. Given these proclamation lags can take up to 12 months, their announcements are 
good for historical, academic and back-testing use only.  
 

The NBER does not define a recession in terms of two consecutive quarters of decline in real GDP. Rather, a 
recession is a significant decline in economic activity spread across the economy, lasting more than a few months, 
normally visible in real GDP, real income, employment, industrial production, and wholesale-retail sales. 
 

They will be examining 4 co-incident indicators: 1:Industrial Production, 2:Real personal income less transfers 
deflated by personal consumption expenditure, 3:Non-farm payrolls and 4:Real retail sales deflated by the 
consumer price index. 

 

The aim of this report is to apply traditional recession forecasting and probability modelling techniques to these 
4 co-incident indicators so that we can “see what the NBER are seeing.”  
 

Bear in mind, the 4 components are co-incident and thus the recession model we build is likely to be at least 1-
month lagging in its determinations. The aim here is not “real-time forecasting” of recessions (we use the 
Recession Forecasting Ensemble for this) but to obtain “confirmation of last resort” that we are indeed in 
recession. 
 

You can see the Research Note on this model at http://recessionalert.com/the-nber-recession-model-project/ 

6.7% Implied probability of recession NOW = 

For best reading, select  
VIEW-->ZOOM-->FIT VISIBLE 
(or hit Control-3 on keyboard) 
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