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Indexes and Index Numbers

Well-known index numbers:

CPI (Consumer Price Index)

PPI (Producer Price Index)

Dow-Jones Index

Indexes

Price Indexes

CPI

PPI

Implicit GDP Deflator
Quantity Indexes

GDP

Real vs. Nominal measures




Indexes and Index Numbers

What can be learned from index numbers?
(comparison of index of California housing prices
to CPI)

Selected spatial concentration indexes
Location Quotients
Hachman Index (HI)

Federal Reserve Bank of San Francisco Report
Moody’s Economy.com Reports

Herfindahl-Hirschman Index (HHI)
Ellison-Glaeser Index (EGI)
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California Housing Prices vs. Housing
Component of National CPI

Real vs. Nominal

Anything measured in terms of money has a
nominal (number of dollars) aspect and a real
(purchasing power of dollars) aspect. The
purchasing power of dollars changes because
of changes in the average level of prices (as
typically measured by a price index.

Price indexes measure the average level of
prices relative to a base year (which can be
any year — it is arbitrary).




Consumer Price Index
All Urban Consumers

Series Id: CUURO000SAO
Not Seasonally Adjusted
Area: U.S. city average
Item: All items

Base Period: 1982-84=100
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data from http://www.bls.gov/
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CPI Graph
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Very Important Formula

Realy, (something) = (Nominal (something)/Price Index,)*100



http://www.bls.gov/CPI

Real vs. Nominal Salary (Example)
Base Year (Period) 1982-1984

MNaminal real

Year | Annual Salary Salary
1999 175.6 475,000 b5, 0 16
2000 172.2 £75,000 315,206
apo1 177.1 £E1,000 345,737
2002 100 £, 500 346,218
200z a1 487,100 415,707
apo4 138.5 £3,900 344,924
apas 195.3 £E7.200 344,020
ZiMlE .k LA M) FHL A0
2007 207.312 482,150 312,007
apos 215.303 £40,030 341,825
iuuy Z14 53¢ 2u1,00U 342,210
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Real vs. Nominal Salary (Example)
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Real vs. Nominal GDP
Year 2005 Base Year
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How are index numbers computed?

Four steps to computing a price index:

. Select a base year
. Identify a market basket of goods and services
. Determined spending (expenditures) on the

(given) market basket of goods and services

. Compute the ratio:

(expenditures on the given market basket in a
particular year)/expenditures on the given
market basket in the base year)
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Median Weekly Earnings

(Nominal)
Year atri atr2 qtra qtra Annual
2000 57 565 Erl a5 576
2001 582 592 -1 06 596
2007 w1 i 1] k] iR
AN (] hE S0 ErIS BRI
2004 634 635 232 a7 633
2005 653 643 =49 £59 651
2006 GGE 658 575 v} 671
2007 3 fian i ann 695
A e nn ] i e
2000 735 734 738 a8 739

Median Weekly Earnings
(Nominal)
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.




Median Weekly Earnings
(Real)

Year Qtrl
2000 325
2001 3
07 33
2003 327
2001 EEL]
2005 328
2000 324
2004 348
2008 327
2009 330

atr2
320
322
3245
323
E2LY
318
315
220
320
330

Qtr3
320
313
372

Qtrd
324
330
370
327
s
311
320

330
334

Annual

323

370
325
3
322
321
323
323
333
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Median Weekly Earnings
(Real)
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Table 2: Nominal and Real Wages

(in December of Each Year)

Mominal Wage
Year (dollars per hour)
1875 4.87
1980 T12
1985 8.86
1990 10.35
1995 11.79
2000 14.29
2005 16.37

cPl

56.5

863
109.3
1338
153.5
174.0
186.8

Real Wage

{1983 dollars per hour)

&877
8.25
&11
T.74
7.68
821
832




