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A Study on Taiwan’s Consumer Confidence Index and
Private Consumption Expenditure

Shun-Ching Huang

Specialist
Economic Research Department, CEPD

Abstract

Consumer confidence indexes (CCI) have been widely used
around the world as an indicator for forecasting near-term economic
changes. However, there are no studies on the relationship between the
CCI and private consumption in Taiwan. This study examines the
establishment of CCIs in advanced countries, investigating their
relationship with and application to macroeconomic activities, and
also employs empirical analysis to determine whether Taiwan’s CCI
possesses the capability to forecast near-term private consumption
expenditure. The main finding of the study 1s that Taiwan’s CCI does
not have significant predictive power for future consumption due to
the short sample period of the CCI data.

Taking the experience of other countries into account, this study
suggests that, when sufficient statistical data is accumulated, future
studies should not only retest the relationship of the CCI and private
consumption, but also explore the following areas:

1. Including the CCI as a component of the leading index of Taiwan’s
business indicators compiled by the CEPD, as a means of enhancing
the short-term predictive power of the government’s business
indicators.

2. Disaggregating consumer sentiment survey data, according to
population structure and economic level, to provide a more detailed
picture of future consumption expenditure, savings, and investment.
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ADF Test Statistic -2.729374 1%  Critical Value*® -3.8067
5%  Critical Value -3.0199
10% Critical Value -2.6502
*MacKinnon critical values for rejection of hypothesis of a unit root.
Augmented Dickey-Fuller Test Equation
Dependent Variable: D(DCSP)
Method: Least Squares
Date: 10/22/07  Time: 18:42
Sample(adjusted): 2002:3 2007:2
Included observations: 20 after adjusting endpoints
Variable Coefficient Std. Error t-Statistic Prob.
DCSP(-1) -0.857282 0.314095 -2.729374 0.0143
D(DCSP(-1)) 0.000683 0.239995 0.002845 0.9978
C 36265.53 14809.98 2.448722 0.0255
R-squared 0.429555 Mean dependent var 484.9500
Adjusted R-squared 0.362444 S.D. dependent var 39857.74
S.E. of regression 31825.26 Akaike info criterion 23.71139
Sum squared resid 1.72E+10 Schwarz criterion 23.86075
Log likelihood -234.1139 F-statistic 6.400645
Durbin-Watson stat 1.971644 Prob(F-statistic) 0.008469
N N IR e
ADF Test Statistic -2.733460 1%  Critical Value* -3.8067
5%  Critical Value -3.0199
10% Critical Value -2.6502
*MacKinnon critical values for rejection of hypothesis of a unit root.
Augmented Dickey-Fuller Test Equation
Dependent Variable: D(DYD)
Method: Least Squares
Date: 10/23/07  Time: 10:40
Sample(adjusted): 2002:3 2007:2
Included observations: 20 after adjusting endpoints
Variable Coefficient Std. Error t-Statistic Prob.
DYD(-1) -0.740346 0.270846 -2.733460 0.0141
D(DYD(-1)) 0.205343 0.241967 0.848641 0.4079
C 54587.20 23203.54 2.352537 0.0310
R-squared 0.324456 Mean dependent var 1518.250
Adjusted R-squared 0.244980 S.D. dependent var 65903.00
S.E. of regression 57264.35 Akaike info criterion 24.88623
Sum squared resid 5.57E+10 Schwarz criterion 25.03558
Log likelihood -245.8623 F-statistic 4.082453
Durbin-Watson stat 1.988844 Prob(F-statistic) 0.035650
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ADF Test Statistic -2.817036 1%  Critical Value* -3.8067
5%  Critical Value -3.0199
10% Critical Value -2.6502

*MacKinnon critical values for rejection of hypothesis of a unit root.

Augmented Dickey-Fuller Test Equation
Dependent Variable: D(DCCI)

Method: Least Squares

Date: 10/23/07  Time: 14:05

Sample(adjusted): 2002:3 2007:2

Included observations: 20 after adjusting endpoints

Variable Coefficient Std. Error t-Statistic Prob.

DCCI(-1) -0.496002 0.176072 -2.817036 0.0119
D(DCCI(-1)) 0.327226 0.207021 1.580640 0.1324

C 37.06169 13.09435 2.830357 0.0115

R-squared 0.322337 Mean dependent var 0.250333
Adjusted R-squared 0.242612 S.D. dependent var 4.510493
S.E. of regression 3.925393 Akaike info criterion 5.710291
Sum squared resid 261.9481 Schwarz criterion 5.859651
Log likelihood -54.10291 F-statistic 4.043114
Durbin-Watson stat 2.116999 Prob(F-statistic) 0.036611

R — [ S sl R B

ADF Test Statistic -2.155778 1%  Critical Value* -3.8067
5%  Critical Value -3.0199
10% Critical Value -2.6502

*MacKinnon critical values for rejection of hypothesis of a unit root.

Augmented Dickey-Fuller Test Equation
Dependent Variable: D(DCD)

Method: Least Squares

Date: 10/23/07  Time: 14:06

Sample(adjusted): 2002:3 2007:2

Included observations: 20 after adjusting endpoints

Variable Coefficient Std. Error t-Statistic Prob.

DCD(-1) -0.156665 0.072672 -2.155778 0.0457
D(DCD(-1)) -0.026052 0.194855 -0.133702 0.8952

C 0.061681 0.046785 1.318384 0.2049

R-squared 0.240551 Mean dependent var 0.094000
Adjusted R-squared 0.151204 S.D. dependent var 0.199378
S.E. of regression 0.183687 Akaike info criterion -0.413684
Sum squared resid 0.573597 Schwarz criterion -0.264324
Log likelihood 7.136839 F-statistic 2.692322
Durbin-Watson stat 2.034391 Prob(F-statistic) 0.096436
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ADF Test Statistic -2.272069 1%  Critical Value*® -3.8067
5%  Critical Value -3.0199
10% Critical Value -2.6502
*MacKinnon critical values for rejection of hypothesis of a unit root.
Augmented Dickey-Fuller Test Equation
Dependent Variable: D(DSTOCK)
Method: Least Squares
Date: 10/23/07  Time: 14:07
Sample(adjusted): 2002:3 2007:2
Included observations: 20 after adjusting endpoints
Variable Coefficient Std. Error t-Statistic Prob.
DSTOCK(-1) -0.508465 0.223789 -2.272069 0.0364
D(DSTOCK(-1)) 0.373171 0.246596 1.513293 0.1486
C 308.8624 200.7458 1.538574 0.1423
R-squared 0.241043 Mean dependent var 95.42600
Adjusted R-squared 0.151754 S.D. dependent var 854.6912
S.E. of regression 787.1730 Akaike info criterion 16.31225
Sum squared resid 10533903 Schwarz criterion 16.46161
Log likelihood -160.1225 F-statistic 2.699577
Durbin-Watson stat 1.963435 Prob(F-statistic) 0.095906
B~ W B
ADF Test Statistic -2.871058 1%  Critical Value* -3.7667
5%  Critical Value -3.0038
10% Critical Value -2.6417
*MacKinnon critical values for rejection of hypothesis of a unit root.
Augmented Dickey-Fuller Test Equation
Dependent Variable: D(DEMPLQY)
Method: Least Squares
Date: 10/25/07  Time: 13:37
Sample(adjusted): 2001:3 2006:4
Included observations: 22 after adjusting endpoints
Variable Coefficient Std. Error t-Statistic Prob.
DEMPLOY(-1) -0.202543 0.070546 -2.871058 0.0098
D(DEMPLOY(-1)) 0.412556 0.160637 2.568248 0.0188
C 31.14637 10.50890 2.963810 0.0080
R-squared 0.395946 Mean dependent var 14.01515
Adjusted R-squared 0.332361 S.D. dependent var 43.47188
S.E. of regression 35.52052 Akaike info criterion 10.10422
Sum squared resid 23972.44 Schwarz criterion 10.25300
Log likelihood -108.1464 F-statistic 6.227058
Durbin-Watson stat 2.150081 Prob(F-statistic) 0.008322
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Pairwise Granger Causality Tests
Date: 10/23/07  Time: 16:06
Sample: 2002:1 2007:2

Lags: 1
Null Hypothesis: Obs F-Statistic Probability
DCSPRATE does not Granger Cause DCCI 21 0.22338 0.64215
DCCI does not Granger Cause DCSPRATE 1.08509 0.31135

Pairwise Granger Causality Tests
Date: 10/23/07  Time: 16:05
Sample:2002:1 2007:2

Lags: 2
Null Hypothesis: Obs F-Statistic Probability
DCSPRATE does not Granger Cause DCCI 20 0.57687 0.57364
DCCI does not Granger Cause DCSPRATE 2.24831 0.13996

Pairwise Granger Causality Tests
Date: 10/23/07  Time: 16:09
Sample: 2002:1 2007:2

Lags: 3
Null Hypothesis: Obs F-Statistic Probability
DCSPRATE does not Granger Cause DCCI 19 0.27311 0.84365
DCCI does not Granger Cause DCSPRATE 1.75860 0.20845
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