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Motivation - History of Beige Book

Beige Book History (1970-2022)

Figure: Roughly 40 years after it was made public, and nearly 50 years after it
began as a document meant to mirror the condition of the economy, for some the
Beige Book has become an important part of the FOMC process.
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Literature

Discussions in the Beige Book are useful to understand business
sentiment in the US economy.

Mostly based on entire body of text/words and dictionary
approach.

Machine learning approaches.

Fettig, Rolnick, and Runkle (1999)
Balke and Petersen (2002)
Fulmer and Zhang (2017)
Gascon and Werner (2022)

We use BERT-based sentiment and topic modeling.
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Beige Book Cleaning and Modeling

Figure: The Beige Book Model
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Sentiment and GDP Growth Over Time

Sentiment and GDP Growth Over Time

Correlation is 0.34
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Sentiment and GDP Over Time

Sentiment and GDP Growth Over Time (COVID omitted)

Correlation is 0.44 prior to COVID
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Some Regressions

Nowcast Real GDP Growth.

OLS regression on (lagged) GDP growth, yield spread (2 year – 10 year
yield on US Treasuries), Beige Book sentiment, and SF-Fed News
sentiment (Shapiro, Sudhof, and Wilson, 2020), separately and
together.

Nowcast Recessions.

Logit regression on (lagged) GDP growth, yield spread, Beige Book
sentiment, and SF-Fed News sentiment, separately and together.

Can also forecast.
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Nowcast: BB Sentiment and Real Activity

Sentiment and GDP Growth Over Time
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Out-of-Sample RMSE Comparison for Nowcasting
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Nowcast: BB Sentiment and Recessions

Sentiment and GDP Over Time
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Out-of-Sample Comparison Recession
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Forecast: BB Sentiment and Real Recessions

Sentiment and GDP Over Time
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Regional Differences in Beige Book Sentiment
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Regional Differences in Sentiment, by District
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Regional Differences in Sentiment, by Year
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Regional Differences in Sentiment
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Beige Book Search Engine - Key Words
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Beige Book Search Engine - Key Words
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Beige Book LDA Analysis

LDA: ML algorithm that identifies main topics in a group of
documents

Views each document as a distribution of topics and each topic as as a
distribution of words
Number of topics chosen via coherence scores

LDAvis: Visualization tool for LDA output

Displays topics and associated words (or words and associated topics)
by prevalence
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Beige Book LDA Results

Seung Jung Lee, Flora Haberkorn (FRB) Do Anecdotes Matter? 19 October 2023 21 / 23



Conclusion

Anecdotes seem to matter

Sentiment in Beige Books sheds light on macro activity, both in the
time series and in the cross-section

Topics are relatively easy to extract; large language models (LLMs)
can help with more nuanced topical analysis going forward
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Thank You!
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