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A Study on the Business Cycle of Taiwan's Manufacturing
Industry

Ming-Chuan Liao
Specialist
Economic Development Department, NDC
Abstract

This study analyzes the characteristics and relationship of the business cycle
of the six major manufacturing industries. The empirical results show that the
computers, electronic & optical products industry and motor vehicles & its parts
industry are leading most other industries. It represents that terminal demand
products related industries take the lead in reflecting business cycle. All industries
are leading the machinery & equipment industry, reflecting that manufacturers
will decide investment plans based on industry prospects, which will affect the

demand for machinery and equipment.

In terms of business cycle forecasting, the XGBoost performs better,
because the forecasting ability can be improved through reinforcement learning.
The total exports are important variables in predicting the business cycle of the
electronic parts & components industry, computers, electronic & optical products
industry, and machinery & equipment industry. In addition, the economic
prospects of major exporting countries, such as the leading indicators and the PMI
of the United States, are important variables for predicting the business cycle of
manufacturing industries. The exchange rates of NTD and JPY against the U.S.
dollar are important variables in predicting the business cycle of the electronic
parts & components industry, because the exchange rates between Taiwan and

major trading countries will affect Taiwan’s export competitiveness.
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