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Abstract

The primary interest of this study is to evaluate the composite variables from the
existing reference series and construct an alternative series which can better present
economic situation in Taiwan. Specifically, we applied the diffusion index model
developed by Stock and Watson (2002) and Bai and Ng (2003) to select key variables
among numerous macroeconomic variables for constructing the reference series. Our
empirical evidences indicate that some variables, including Real Gross Domestic
Product, Industrial Production Index, Index of Producer’s Shipment for Manufacturing,
Sales of Wholesale, Retail and Food Services, Average Monthly Overtime in Industry
and Services (Hours) and Real Customs-Cleared Exports, are good candidate variables
for constructing the reference series. Also, compared with the peak and trough points in
the business cycle suggested by the existing reference series, the peak and trough
points in the business cycle identified from our alternative reference series are more
consistent with those suggested by the Council for Economic Planning and
Development in Taiwan. This implies that our alternative reference series is indeed a

better business indicator of Taiwan economic situation.
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maxk = Bk o F]S B P
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ﬂ’Fﬁﬁm@Mfgﬁﬂ—ﬁ;Rim ‘output
BEDOL A o UT A AP F ERIEUT R

rm(list=1s())

path = "C:\\My Documents\\Projects\\'g& ¢ 3+ & \\"
nobs = 361

nvar = 107
beginperiod = 4
endperiod = 361

file = "RS2012. x1s"
sheet= "rawdata"
output="RS2012. out"
criterion = "IC(g4)"
maxk = 10

F] % 3% 7_ beginperiod = 4, endperiod = 361, #7/iis— EHEF ~is- B
balanced data set p #4357 49 B #E; =75 358 B -

[[3]]
¥+ ik
1
¥l % &% T_criterion = "IC(g4)", ZER|EZROFF BHEcE ]
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[[4]]
[[4]181C

PCP(gl) PCP(g2) PCP(g3) PCP(g4) IC(gl) 1C(g2)
[1,] 0.01363115 0.01369339 0. 01346604 0.01653512 -4. 351914 -4. 348937
[2,] 0.01625975 0.01638424 0. 01592954 0. 02204439 -4. 198830 -4. 192877

B- BIMGEFEY 8 BARERE ke B¢ [1,] B4 FHS
B#cs 1 P, [2,] 5% FF Bk 2 Pl o Bol kR, § 7
+ s 2 pF, fRgp PCP(gl) #rit & e % 5 0.01625975.

[[4]]$Rank
PCP(gl) PCP(g2) PCP(g3) PCP(g4) IC(gl) IC(g2) IC(g3) 1C(g4) SIC_r
[1, ] 1 1 1 1 1 1 1 1 1
[2, ] 2 2 2 2 2 2 2 2 2

- B> E i SIC EEAEEE AN ] REAE)E;2 RER 2 )
g o B R, 3 5 $IC hE % AP S FS BdcL 2
P, PCP(gl) #r3+ % d1eh% % 5 0.01625975 < i&- & & PCP(gl) 78—
o np R AR 2 fen, AT E TS BEE 2 B (P [2] i
%), =¥ PCP(gl) #m3* 5 Nien % £.% 2 | o

[[4]]$NoF
PCP(gl) PCP(g2) PCP(g3) PCP(g4) IC(gl) IC(g2) IC(g3) IC(gd) SIC
1 1 1 1 1 1 1 1 1

# I R #7223k <0 number of factors e &y ke # W ATN- AR > 30
ERA]

65



[,1]

] 0.197315206
, 1 0.161314863
] 0.111160851
] 0.046502083

%] % number of factor ®_1, #r 7| d i & F|5F ap 7,

[[6]]
Name Rsquare
25 W £ 2 A% 0.906956365
24 1452 Adp# 0.905767064
2 Wi Era e 0.900550943
26 W E 4 A4 Edp8 0.896159217
5 Wi 408 & 438 0.893102190
3 B EpoiE 0.889692168
6 Wi 48 B8 0.877303548
AT FFaM e & 0.869106693
49 " . GDP 0. 857255544
Bofs— IR R2 GEAE (RS TN) or ehRE . HP % -
FhE?r &L Fv, %o TAREKEHE, FZFAR EBEH KR
2 Adpdcv oh R2 @A 0.90576706, F)& A < PR, LT b
BRA% 2-
Eow - FEEAp A 49 LR, vamELE P, M1 2 AdpEG
A, 49 ZEHRY ) v ashElE 24
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