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Abstract

Business composite indices are devised to monitor economic
vitality. It is important, therefore, that these indicators are adjusted
from time to time in line with the changing structure of the economy
so that they remain able to properly reflect changes in the economic
situation. This paper first re-examines the relevance of Taiwan’s
current leading and coincident indices. It then employs more recent
econometric methods, such as cross-correlation analysis, the Granger
causality test, and the recursive model, to find better components
among candidate data series for the composite leading and coincident
indices.



