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Forecasting Recessions with ProbVAR Model
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Officer
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Abstract

Based on the economic situation, it is obvious that Taiwan ’s economic
growth momentum is weakening in mid-2020. This study refers to related
literature, tests the relevant economic series, selects 6 appropriate leading
indicators and predicts the probability of recessions with the Probit and
ProbVAR model.

The empirical results of this study show that the recession probability
rise sharply in mid-2020. However, the value is not reached the turning points
in the past with the Probit model; and the value is reached the turning points
in the past with ProbVAR model, but it falls sharply after climbing to the
peak. Therefore, it is still difficult to determine that the economy has entered
a recession, and recommended keeping under observation with these models.
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INDEXES: A FRESH LOOK AFTER THE FINANCIAL CRISIS”
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Model C. Real GDP growth, one quarter ahead
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= USRI A EI - S Probit BUNHIIE R ISRMR

R RIASRZIMIGIRG AR ABEG Y DRREER
BEA Ao R RESFIAEMBEGH TR EHES AHINR
#7 (in sample » 2001 £ 1 A~2015 %4 12 A ) &A% # (out
sample » 2016 = 1 f~2020 &= 6 A ) a# B & & 2018 <2 A iE
ARVEEEF 14 RZAEBELEA 2016 F2 A » BRTEHFEL
BEERFHE 15 RZRERIRRMEE - 5B E 15 REAMBEZ
HERTFTOH B RAE - KA RRFEGESIEHEFE (F
LMk ) HrEBEBEEPE 15 REAEBGSEL 2018 F 2
A > SRR A 2019 F3 B > sAVE AR A TR R S 2 FIETRAR
A AR o

WAEAZ AT A A B2 B4E » R3E AIC %8| ( Akaike
information criterion ) - # & AIC &/ >~ BB EAE K A Y
New index (-9 ) %1% 9 #AMH (%5 % 4 ) FATAAIZARRER
#4 % o Probit A& o

4 Probit BIALZ B EH

New index New index New index New index New index

e (1) (2) (3) (4) (5)
AIC 1.208 1.242 1.240 1.201 1.125
Coefficient -0.187 -0.072 0.044 0.179 0.350
o New_index New index New index New index New index
) (-6) (-7) (-8) (-9) (-10)
AIC 1.023 0.921 0.847 0.818 0.837
Coefficient 0.550 0.734 0.863 0.901 0.855
5 New index New index New index New index New index
A (-11) (-12) (-13) (-14) (-15)
AIC 0.881 0.934 0.985 1.032 1.074
Coefficient 0.765 0.667 0.576 0.494 0.420
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x5 LDUTetiEis S e ra = B re R m e g s 85 HE
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% IR R BB LA TR ,ﬁ
B gy | CSREM | RRSRME |
2004.10 60.5% 4 18 A
2008.6 86.3% 818 A
59.2%
2011.10 71.7% 318 A /8.8 18 A
2015.2 41.1% 12 18 A
2017.10 36.6% 17 18 A
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B E R RA R HT I AL 45645 3 /& Probit 8 J 2 $8 8]
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SR

AIC %N~ BABRAt4 35 A8y Lead (-9)

(%4%6) FABERAFATBMBEYHEE o

7 6 Probit SR B B B

e Lead Lead Lead Lead Lead
- (-1) (-2) (-3) (4) (-5)
AIC 1.181 1.228 1.243 1.225 1.174
Coefficient -0.081 -0.043 -0.006 0.033 0.078
7 Lead Lead Lead Lead Lead
T (-6) (-7) (-8) (-9) (-10)
AIC 1.094 0.989 0.871 0.754 0.757
Coefficient 0.135 0.208 0.298 0.404 0.394
o Lead Lead Lead Lead Lead
A (-11) (-12) (-13) (-14) (-15)
AIC 0.802 0.865 0.928 0.983 1.030
Coefficient 0.347 0.290 0.245 0.207 0.175
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H. ~ A ProbVAR BERUTH I SR TR SR

RNHF R E—F L % 4 & Probit % ( ProbVAR ) 4% 57 h % 3%
g mNAESEH  REFFHEHTRAREBHEER - RN EHE R
AAMBAEN T ERRGEEE TFEAFE S THF TR RHE
o WEESERFERRI > RERE SEREMRERE
F% 5 1&£'F 4 ProbVAR #RI 2 MBS S DB RHEREE €
N T RE S REE A AR RREG L B EHE > AV (in
sample » 2006 1 A~2017 512 A ) &83X 28 ( outsample » 2018
£ 1 A~2020 F 6 A ) d4kiA %1% HA 2 BIE » TFRIE AIC %
Al - & AIC &/ &) ProbVAR (-1) %% 18BR (FHS2%7)
EATRRF R BE RO EHT o

# 7 ProbVAR BRI 2550 Ei

ProbVAR ProbVAR ProbVAR ProbVAR ProbVAR

BE D (-2) (-3) (-4) (-5)

AlIC 0.471 0.513 0.546 0.567 0.581
) ProbVAR ProbVAR ProbVAR ProbVAR ProbVAR

(-6) (-7) (-8) (-9) (-10)

AIC 0.590 0.597 0.608 0.612 0.611
7 ProbVAR ProbVAR ProbVAR ProbVAR ProbVAR

N (-11) (-12) (-13) (-14) (-15)

AIC 0.617 0.638 0.659 0.660 0.639

WK B 2006 A5k - 2L ProbVAR TRAIRBHF e M F B
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