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Store Front IndexTM
Introduction

The Store Front Index – What happened through Q1 2016
At the end of May 2015, the Dow Jones index was not far from its all-time high at just over 18,100. Three
months later, the index fell almost 9% to near 16,500. Over the next 3 months, it was back up 7% to just under
18,000. Three months later – back down 7% to near 16,500 again; and currently it is back up over 18,000.
Through all the wild swings in the stock market, a walk down Main Street shows the economy is doing pretty
well. The bedrock businesses of the American economy, from your local drycleaner to your favorite pizza place
to home construction, are doing well. That’s the message from the June 2016 edition of the Store Front Index
which shows what happened through the end of 2015.
The Store Front Index (SFI), powered by PYMNTS.com and CAN Capital, tracks and profile the health of
store front businesses in the U.S. These are businesses we know and interact with on a regular basis – the
ones that keep our communities thriving and surviving¹. Across all regions of the country, we look at eating
establishments, professional and personal services, construction, remodeling and repair services, fitness clubs,
and a wide variety of retailers.
Store front businesses are doing well. The SFI stood at 113.7 points in Q3 2015 compared with 109.9 points in
Q3 2014. This represents growth of 3.5% in real terms between Q3 2014 and Q3 2015. That outpaced real GDP
growth of 2.0%--a significant 150 basis points difference². (These and all numbers are based on compounded
annual growth rates). We forecast a continued increase with the SFI standing at 115.3 points for Q1 2016,
which represents real growth of 3.1% over Q1 2015. While the real GDP grow is expected to slow to 1.4%, the
growth is still solid and we would not expect a significant impact extending to our local businesses. Of course,
the economic world is unsteady now, and small businesses risk blow back from any number of this.
We welcome your feedback and comments, which can be sent to storefront@pymnts.com.

1

For further description of the Index and how it is calculated, please see the Methodology section

2

http://www.bea.gov/scb/pdf/2016/04%20April/0416_gdp_and_the_economy.pdf
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Overall Store Front Index Results
We track roughly 3.4 million business establishments for the the Index. The SFI represents “health” of
representative Main Street businesses based on the level of key activities in the community. These “Main
Street” businesses comprise about 36% of all establishments.
The Store Front Index continues to show positive, healthy results. While demonstrating some volatility coming
out of the recession, since the second half of 2012 it has shown steady growth through Q3 2015. From a
benchmark of 100 in Q1 2007, the SFI has increased to 113.7 in Q3 2015. The SFI was at its lowest point in Q1
2010 not surprisingly. From those depths it has increased by 15.3% through Q3 2015.
Year over year, in the Q3 2015, the Index value increased by 3.5% as compared to Q3 2014. Specific
improvement was driven regionally by 4.3% and 4.2% gains in the Southwest and Mountain areas
respectively, and categorically by 5.0% gains for Professional Services.
Growth continues to be strong, and our growth forecast shows a slight reduction to 3.1% for Q1 2016. This
projection is led by regional increases in the Pacific West and categorically is continued to be led by Building
Contractors. Nevertheless, if our forecast hits the mark, the SFI will stand at 115.3 as of Q1 2016.

Index Value for Q3 2014 and Q3 2015
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Percentage change in the Index Value
from Q3 2014 to Q3 2015
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Establishments
The growth in establishments continued to slow—this quarter it is down slightly to 2.1% and is therefore the
smallest contributor to the Index growth overall. We are projecting the number of establishments to continue
to grow, but at 1.9%. The greatest growth is seen in the Mountain region, where the number of establishments
grew by 2.8%. The forecast calls for the South to lead the way with an increase of 2.6% followed by the Pacific
West which are expected to grow by 2.6%.
Employment
Employment movement was relatively consistent and not as large as total wage growth, implying the actual
rate paid per employee increased. The number of employees saw steady growth throughout the country at
an average rate of 3.3% for Q3 2015. It is projected to grow by 3.0% for Q1 2016. This growth is led by the
Southwest region, which saw employment grow by 4.4% in the Q3 2015, and with the Professional Services
sector, which saw employment rise by 4.7% in Q3 2015.
Wages
Continuing to follow the trend from prior quarters, wages are the largest drivers of growth within the Index.
Total wage growth combines the effect of the growth in the number of employees as well as the growth in the
average salaries earned. Growth for total wages has been strong and on average grew at 6.1%. This growth is
projected to slow but still grow by 5.2% for the Q1 2016. The largest areas of growth were among Professional
Services, which grew at 7.6% for the Q3 2015. Growth for the Q1 2016 is expected to be led by Building
Contractors, which should grow at 10.9%. Of course salary growth means Main Street businesses are paying
their workers more. But there’s a silver (maybe even gold) lining since that probably means that many people in
the area are being paid more and have more money in their pockets to shop—at Main Street businesses.
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Index Values by Industry
As reported in prior versions, the Building Contractors and Home Remodelers segment clearly was hit hardest
and took the longest to recover from the last recession. However, over the last several quarters, this segment
has begun to level off and is experiencing growth in line with the overall economy. Building contractors are still
growing faster than average with a growth rate through Q3 2015 of 4.4%. Additionally, this segment is expected
increase their growth to 5.4% by Q1 2016, even though the overall index is expecting growth to slow.

An interesting observation over this period is that the Retail and Eating and Drinking Places both have the
lowest overall growth since the low point in the index and they have the lowest overall volatility. They are steady
if not outstanding performers.

© 2016 PYMNTS.com all rights reserved
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For Q3 2015, the Professional Services category retains the top spot growing at 5.0% and the Building
Contractors and Home Remodelers segment continued its recovery with a healthy growth rate of 4.4%.
Americans also showed a desire to stay in shape through Fitness, with this segment growing at a rate of 4.3%.

Professional Services

5.0%

Building Contractors/Remodelers

4.4%

Fitness

4.3%

Service/Repair

3.8%

Healthcare

3.4%

Personal Services

3.2%

Eating and Drinking Places

2.5%

Retail

1.1%

Finally, the drivers of the individual components of the Index by segment varied quite a bit, which was a
different result compared to what we saw when we looked at the regional comparisons. One particular
segment stood out: Professional Services.
In the segment analysis, wage growth was strong across the board with only the retail group coming in with
growth below 5%. However, the Professional Services category also led the way in growth of both employees
and establishments. By contrast, the Eating and Drinking Places category showed very strong wage growth of
6.3%, but this was offset by non-existent growth in the number of establishments and below average growth in
the number of employees.
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Index Values by Industry
Actual index growth for Q3 2015
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Index Values by Industry
Projected index growth for Q1 2016
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Index Values by Region
The businesses reflected in The Store Front Index continue to do well across all regions, mirroring overall
impacts during the recession and subsequent improvements in the five and a half year period since the
recession ended. Long-term growth has been fairly consistent, but ranges from a strong 12.6% in the Midwest
to a significant 20.2% increase in the Pacific West over the period from the Q1 2010 through Q3 2015.

© 2016 PYMNTS.com all rights reserved
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Specifically for the most recent four-quarter period, the overall Index for the U.S. has increased by 3.5%, which
is slightly higher than the prior four-quarter period. We expect this steady growth to continue at 3.1% through
Q1 2016. Over this period, it is the Southwest leading the way with 4.3% year-over-year growth, with the
Northeast lagging at 2.4%.

Actual and projected growth by region

© 2016 PYMNTS.com all rights reserved
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Index Values by Region
Actual index growth for Q3 2015
Wage and employee are the driving factors over the last four quarters, across the country. The Southwest and
Mountain regions achieved the highest Index results overall with the South coming in at a close third. This
means that these regions were able to support more people relative to other regions. Wage growth rates were
relatively comparable to other areas. These results are fairly stable and as a result, we project similar trends
and rates for Q1 2016.
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Index Values by Region
Projected index growth for Q4 2015
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Evaluation of Prior Projections
In this report and in prior versions of the report we show historic values for the index and project for the next
two quarters. This section compares the projections we made in the past to the actual values we can observe
now that data for those periods is available. We evaluate the projection for the two most recent quarters for
which we can observe actual values. For this report we have actual data through Q3 2015 and can therefore
review prior projections we made for both Q2 and Q3 2015.
This time we are going to look at the annual growth rates we projected both one quarter in advance and two
quarters in advance. For instance, this report produces actual data for Q3 2015. In the last report we had actual
data for Q2 2015 and produced a projection for Q3 (which is one quarter in advance). In the report before that
one, we had actual data for Q1 2015 and produced a projection for Q3 2015 (which is two quarters in advance).

Actual data point for Q3 2015

Based on our Index values, the current index value in Q3 2105 grew at a rate of 3.5%. In the last version of this
report, we projected it would be slightly lower at 3.47%. In the report before that, we projected it to be 3.44% –
a fairly good projection vs. actual results!

© 2016 PYMNTS.com all rights reserved
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Looking at the actual data for Q2 2015, we see very similar results where the actual value was revised to 3.05%
based on data provided by the BLS. This compares to a 1 quarter projection of 3.01% and a 2 quarter projection
of 2.95%. Again, a fairly good projection vs. actual results.
Overtime, BLS data is revised as the agency receives more survey information. As a result, historic data points
may change but generally by very small amounts. We will incorporate all new adjustments into our data as
soon as it is available. We do not anticipate that these revisions will greatly affect projections.

Statistical Deep Dive
The relationship between population growth and Economic Development
Economist disagree among three theories between the relationship of population growth and economic
development.³
•

The first theory suggests that population growth is good for the economy due to increased
ability to produce and consume goods.

•

The second theory suggests the opposite, that population puts pressure and strains
the available resources.

•

A third suggests that it is neutral.

In this version of the SFI, we decided to test the theory of population growth as compared to the performance
of our Index. Specifically, we analyzed the performance on main street and across the economy as a whole to
see how our index varies with the overall population growth on a state by state basis.
In order to test this theory, we calculated the one-year growth in the index from Q3 2014 through Q3 2015
and the growth of the index from the bottom of the recession in Q1 2010 through Q3 2015 for each state. We
then calculated the annual growth rate for the same one-year period and 5-year period for each state. We then
calculated correlation coefficients between the index growth rates and the population growth for our two time
periods. In addition, we divided the 51 states (including Washington D.C.) into 5 deciles containing 9-11 states
each and calculated the average performance for each of our deciles.
As the chart below shows, there is clear correlation between the annual growth in population and the one-year
growth rate in the index and its components. However, the correlation rates are much higher when looking at
growth over a five-year period from Q1 2010 through Q3 2015.

3

Thuku, Gideon Kiguru, Paul Mwangi Gachanja, and Almadi Obere. “The impact of population change on Economic growth in Kenya.” International

Journal of Economics and Management Sciences 2, no. 6 (2013): 43-60. http://catalog.ihsn.org/index.php/citations/46545
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These results indicate a clear positive relationship between population growth and the growth of our SFI Index.
This suggests that states with larger population growth do indeed experience better overall performance on
main street. These trends are much easier to see over long periods of time. A natural question is whether or
not our SFI performance is positive when compared to the economy as a whole. Therefore, we analyzed the
performance of the SFI and calculated the index for the economy as a whole (using our overall industries).4
What is interesting is that the overall industry growth rates by population growth are almost identical and they
vary in almost exactly the same way for both the one-year and five-year time periods. However, when you look
at components, there is a difference. The growth in establishments is smaller for SFI industries than it is for all
businesses combined. However, growth in the number of employees and in wages paid is greater for the SFI
specific industries than it is for all industries combined.

4

The SFI is based on selected based on NAICS industry codes that are most likely to exist on main street. These industries come from Construction,

Retail Trade, Professional Services, Health Care, Accommodation and Food Services, and Other (Repairs and personal services). To calculate the overall
industry Index, we included all NAICS codes contained within these industries and not just those associated with our SFI businesses.

© 2016 PYMNTS.com all rights reserved
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It’s also interesting to note from both the correlation coefficients and the trends that the growth rates for the
SFI industries and for all industries are fairly similar.
This analysis suggests that population growth is indeed positively related to economic development and
supports the first theory above. Its also important to understand why populations have different growth rates.
In particular, population changes due to differences in birth and mortality rates but more importantly due to
people moving into or out of an area. Areas with strong job markets are much more likely to attract people
and keep others from moving out. And jobs represented by our SFI businesses account for over 1/3rd of all
employees and establishments across the United States.

© 2016 PYMNTS.com all rights reserved
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Feature Story

Sunset at Bahia Honda state park in the Florida Keys

Have Expanding Dreams, Must Be Flexible
Sixteen years ago, Heather and Michael Barnes traveled 1,250 miles south from their home in Ocean City,
Maryland, loaded up with entrepreneurial spirit, to pursue the good life in Key West, Florida.
In 2004, after first running a Dairy Queen store, the Barneses invested in a pasta café called Mangia Mangia
in the heart of Key West. The couple eventually bought the 27-year-old business located on the first floor of
a Caribbean-style, white and pastel green building for $3 million, backed by a private investment from the
restaurant’s founders.
Over the years, the 78-seat restaurant ingrained itself in the tightly knit community within the small Florida
island. Of the business’s 19 full and part time employees, many have worked there for over 25 years. Many
people, beyond the Barneses, are dependent upon the restaurant’s livelihood.
Two years ago, the business, which was seemingly doing well and earned its place on the list of must-visit
restaurants in Key West, experienced a slump as the city began rebuilding its North Roosevelt Boulevard — the
pathway connecting the island to the rest of Florida Keys. To make matters worse in the short term, four of the
hotels on the island located at the “unofficial entrance to Key West” were bought by an out-of-town company
that razed them in 2013, only to rebuild them again.
“We didn’t know that was going to happen – kind of like the hurricanes,” Mrs. Barnes said. The tourists staying
at the hotels made up a large portion of the restaurant’s patrons, she added.

© 2016 PYMNTS.com all rights reserved
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The two-year hotel rebuilding project took out almost 500 rooms from the four-by-two-mile-wide island,
which meant that many tourists couldn’t stay in Key West during that time.
“For a restaurant that opened for dinner at 5:30 in the evening in a tourist destination, the lack of hotel guests
meant fewer people eating at the restaurant,” Mr. Barnes said.
It was during that time that the couple decided to shop for loans to help them offset the lost income and stay
afloat. After months of shopping, the couple decided on a $20,000 loan from CAN Capital, which they said
helped the restaurant through the tough times and ultimately enabled them to expand.
With the hotels now back on the boulevard, business is bustling again.
“We have had one of the best seasons since we’ve been here for the last 10 years and it’s really been
awesome,” Mrs. Barnes said. “Now I feel secure in moving forward and expanding our business to serve
lunch and breakfast, and opening the wood fire oven.”
With the offseason upon them again, the couple says it’s the ideal time to experiment with changes to their
business. After some thorough searching, the Barneses went back to CAN Capital to seek another loan, this
time for $71,000, in order to extend their hours of operation and buy the oven.
The 25,000 full-time residents comprising the island community are their foundational customers, Mr. Barnes
said. “Key West is small town. In short-season, it triples in size, but in off seasons, it’s a lot smaller,” he said.
“You see those people all the time.” To succeed, they need to cater to both regulars and visitors alike, he said.
He cited several restaurants that have closed after being bought by out-of-towners. “We have seen it many
times. People with lots of money come here thinking they could make it and they don’t,” he said.
The Barneses have found, they said, that wholesale changes are generally not embraced when tinkering with
an established business in Key West. “If it isn’t broken, don’t change it,” Ms. Barnes said.
The changes the Barneses are making now come after being in Key West for more than a decade. They are
calculated changes that they feel confident in implementing.
For the Barneses, the dream is alive in the Florida Keys – and the couple is confident that they are prepared
to weather future storms and other unexpected happenstances along the road.

© 2016 PYMNTS.com all rights reserved
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What is the Index?
The Store Front Business Index (SFBI) provides a quarterly metric measuring the health of typically small
businesses that populate Main Street USA. Measurements are in real terms and are based on the growth in
new establishments, real wages and employment.
Main Street small businesses are identified by the NAICS codes that relate to businesses that are
typically small businesses found on main streets in both urban and suburban areas. This includes eating
establishments, professional and personal services, construction, remodeling and repair services, fitness clubs,
and a wide variety of retailers.
Index Development
We used data from the Quarterly Census of Employment and Wages (QCEW) provided by the U.S. Bureau of
Labor Statistics only for our selected industries. In total, we used over 10 million data records covering the
number of establishments, employees and total wages to develop the Index. We used econometric analysis
and modeling techniques to develop the Index, adjusting for seasonality and calculated over a 10-year period.
The Index was established using data from 2004 through 2014.
The SFBI is calculated as a weighted average of the three factors: the number of establishments; the number
of employees; and the total wages paid for select industries.

5 http://www.bls.gov/cew/dataguide.htm
6 Actual data is available through Q2 2015. Projections were developed for Q3 and Q4 2015 using the calculated values of the Index along with industry
and regional macro-economic data on GDP and employment, which were proven to be highly correlated with our Index data, using rigorous econometric
tools and techniques.
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About

PYMNTS.com
PYMNTS.com is where the best minds and the best content meet on the web to learn about “What’s Next” in
payments and commerce. Our interactive platform is reinventing the way in which companies in payments
share relevant information about the initiatives that shape the future of this dynamic sector and make news.
Our data and analytics team includes economists, data scientists and industry analysts who work with
companies to measure and quantify the innovation that is at the cutting edge of this new world.
Feedback
We are interested in your feedback on this report. If you have questions, comments, or would like to
subscribe to this report, please email us at globalfraud@pymnts.com.
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Disclaimer

The Store Front IndexTM may be updated periodically. While reasonable efforts are made to keep the
content accurate and up-to-date, PYMNTS.COM: MAKES NO REPRESENTATIONS OR WARRANTIES OF ANY
KIND, EXPRESS OR IMPLIED, REGARDING THE CORRECTNESS, ACCURACY, COMPLETENESS, ADEQUACY,
OR RELIABILITY OF OR THE USE OF OR RESULTS THAT MAY BE GENERATED FROM THE USE OF THE
INFORMATION OR THAT THE CONTENT WILL SATISFY YOUR REQUIREMENTS OR EXPECTATIONS. THE
CONTENT IS PROVIDED “AS IS” AND ON AN “AS AVAILABLE” BASIS. YOU EXPRESSLY AGREE THAT YOUR
USE OF THE CONTENT IS AT YOUR SOLE RISK. PYMNTS.COM SHALL HAVE NO LIABILITY FOR ANY
INTERRUPTIONS IN THE CONTENT THAT IS PROVIDED AND DISCLAIMS ALL WARRANTIES WITH REGARD
TO THE CONTENT, INCLUDING THE IMPLIED WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A
PARTICULAR PURPOSE, AND NON-INFRINGEMENT AND TITLE. SOME JURISDICTIONS DO NOT ALLOW THE
EXCLUSION OF CERTAIN WARRANTIES, AND, IN SUCH CASES, THE STATED EXCLUSIONS DO NOT APPLY.
PYMNTS.COM RESERVES THE RIGHT AND SHOULD NOT BE LIABLE SHOULD IT EXERCISE ITS RIGHT TO
MODIFY, INTERRUPT, OR DISCONTINUE THE AVAILABILITY OF THE CONTENT OR ANY COMPONENT OF IT
WITH OR WITHOUT NOTICE.
PYMNTS.COM SHALL NOT BE LIABLE FOR ANY DAMAGES WHATSOEVER, AND, IN PARTICULAR, SHALL
NOT BE LIABLE FOR ANY SPECIAL, INDIRECT, CONSEQUENTIAL, OR INCIDENTAL DAMAGES, OR DAMAGES
FOR LOST PROFITS, LOSS OF REVENUE, OR LOSS OF USE, ARISING OUT OF OR RELATED TO THE CONTENT,
WHETHER SUCH DAMAGES ARISE IN CONTRACT, NEGLIGENCE, TORT, UNDER STATUTE, IN EQUITY, AT LAW,
OR OTHERWISE, EVEN IF PYMNTS.COM HAS BEEN ADVISED OF THE POSSIBILITY OF SUCH DAMAGES.
SOME JURISDICTIONS DO NOT ALLOW FOR THE LIMITATION OR EXCLUSION OF LIABILITY FOR
INCIDENTAL OR CONSEQUENTIAL DAMAGES, AND IN SUCH CASES SOME OF THE ABOVE LIMITATIONS
DO NOT APPLY. THE ABOVE DISCLAIMERS AND LIMITATIONS ARE PROVIDED BY PYMNTS.COM AND ITS
PARENTS, AFFILIATED AND RELATED COMPANIES, CONTRACTORS, AND SPONSORS, AND EACH OF ITS
RESPECTIVE DIRECTORS, OFFICERS, MEMBERS, EMPLOYEES, AGENTS, CONTENT COMPONENT PROVIDERS,
LICENSORS, AND ADVISERS.
Components of the content original to and the compilation produced by PYMNTS.COM is the property of
PYMNTS.COM and cannot be reproduced without its prior written permission.
You agree to indemnify and hold harmless, PYMNTS.COM, its parents, affiliated and related companies,
contractors and sponsors, and each of its respective directors, officers, members, employees, agents, content
component providers, licensors, and advisers, from and against any and all claims, actions, demands, liabilities,
costs, and expenses, including, without limitation, reasonable attorneys’ fees, resulting from your breach of
any provision of this Agreement, your access to or use of the content provided to you, the PYMNTS.COM
services, or any third party’s rights, including, but not limited to, copyright, patent, other proprietary rights, and
defamation law. You agree to cooperate fully with PYMNTS.COM in developing and asserting any available
defenses in connection with a claim subject to indemnification by you under this Agreement.
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