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A New Index to Capture Business Conditions (Coincident Index)

By Yasuhisa INO and Susumu KUWAHARA

Abstract

The basic structure of the Indexes of Business Conditions, which have been published monthly
since August 1960, has been maintained to this day. However, the environment surrounding the Jap-
anese economy has changed, and the need for a fundamental review has been pointed out. In July
2022, the Economic and Social Research Institute, Cabinet Office, Government of Japan released a
“new index to capture business conditions (coincident index)” (the “new coincident index”) as the
result of a back-to-basics study on the ideal form of business condition indexes. The “new coincident
index” was developed by rethinking the conventional way of understanding the economy, which as-
sumes common fluctuations across the economy, and, instead, focusing on fluctuations in the aggre-
gate volume of economic activity, reflecting the decoupling between the movement of goods and
services as the economy has become more service-oriented and software-oriented. The basic ap-
proach is to combine a wide range of indicators, to capture the three aspects of production, distribu-
tion, and spending, and to capture the autonomous economic activities of the private sector. The “new
coincident index” fluctuates in the same direction as the current Indexes of Business Conditions (co-
incident index), but its amplitude is slightly smaller and its movements are more similar to those of
real GDP than those of the current Indexes of Business Conditions (coincident index). Whether or
not the "new coincident index" can be used as an appropriate indicator of the economy should be

thoroughly examined as more data are accumulated in the future.

JEL Classification Codes: C82, EO1, E32
Keywords: indexes of business conditions, coincidence index, equivalence of three approaches,
aggregate volume, common fluctuations, the Committee for Business Cycle Indica-

tors
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