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A Study on Taiwan’s Coincident Indicators
Hsiu-Shan Hsu

Analyst
Economic Research Department, CEPD

Abstract

Coincident indicators vary directly and simultaneously with the
economic trend, thereby providing information about the current state
of the economy and helping economists and investors to determine
which phase of the business cycle the economy is currently
experiencing. For coincident indicators to adequately reflect the
economic situation, it is important to re-evaluate the indicators and
make adjustments from time to time in line with the changing
structure of the economy. With this in mind, this paper re-examines
Taiwan’s composite coincident index that was constructed in 1987.
It then employs the OECD cyclical analysis and composite indicators
system to test 543 candidate series, identify those with the best
performance, and compile a new coincident composite index. The
components are selected to cover most activities of the economy.
The final set of components includes industrial production, electric
power consumption, real manufacturing sales, sales of wholesale,
retail, and food services, nonagricultural employment, real
customs-cleared exports, and real machinery and electrical equipment
imports. The results show that the new coincident composite index
performs better in simultaneity and gives better indication of the
current economic situation.
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