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A Study on Dating of Taiwan’s 14th Business
Cycle Trough

Hsin-Tzu Liu

Specialist
Economic Development Department, NDC

Abstract

The dating of the business cycle’s turning point is a very important
job. Because the overall economic activities cover a wide range of aspects
and the process of the business cycle transmission is quite complicated, this
study refers to the United States, OECD, Japan, and others, using the
composite index, diffusion index, Markov switching model and principal
component analysis, and consideration of the economic situation at the
time. Based on overall analysis of the empirical results, the trough of
Taiwan's 14th business cycle occurred in February 2016.

Taiwan’s economy entered contraction of 14th business cycle after
October 2014. After a general decline in trade, production, investment,
consumption and confidence surveys, Taiwan’s economic growth rate also
turned negative in the third quarter of 2015. The business cycle reached the
bottom of the valley in February 2016. In 2016, with the gradual
stabilization of the global economy, the effect of consumption-boosting
program was fermented, consumption rebounded, and the economic growth
rate recovered from the second quarter. The 14th business cycle contraction
lasted for 16 months.

In order to further study the characteristics of the 14th business cycle,
this study observed changes in production, trade, investment, consumption
and confidence surveys. It was found that the contraction force and speed of
the 14th contraction period were milder than in the past while the economic
sectors generally contracted.
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