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Outline

o The OECD CLI — main characteristics
® The building blocks

o Quality and performance

® The production system

e Forecasting with the CLlIs
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Main characteristics of the CLI system

e The goals:

— Draw a broad brush picture of the economic
(production) outlook

— Serve as benchmark

® ASs a consequence:
— Focus on turning-points
— Robust, non-parametric, non-optimizing
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The CLI for OECD
(Jul 2009)
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. Pre-selection

. Reference series
. Components series

......................................

Building blocks

Filtering

Periodicity

Seasonal adjustment
Outlier detection
Cycle identification
Normalisation

Presentation

Amplitude adjusted
Trend restored
12-month rate of change

..............................................

Evaluation

. Length of the lead

. Cyclical conformity
. Extra/missing cycles
. Performance

Aggregation

Weighting
Lag-shifting & inversion
Aggregation
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Trend restored vs. original CLI

—Trend
Trend restored CLI
—Raw CLI
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Raw CLI vs. the YoY growth rate
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Quality and performance

@ Turning-point correspondence:
— Missing and extra turning points
— Average lead, and lead stability
— Peak lead, and cross correlation at peak lead

® Revision characteristics
— Revision size
— Bias
— Signal stability
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Turning point correspondence

Country Starting Quality statistics Action
date needed
New CLI | Total Miss Extra  Mean Peak Lead St.Dev.
Lead (correl) Lead
Brazil 1978 15 1 4 2.43 3 (0.53) 5.26 |
Canada 1956 20 2 5 7.61 7 (0.781) 2.95 OK
China 1983 11 3 5 3.38 4 (0.674) 4.15 R
Germany 1961 22 4 8 6.00 6 (0.752) 4.22 I
France 1962 20 3 8 6.12 8 (0.734) 5.26 I
United Kingdom 1957 19 4 6 7.67 11 (0.719) 5.42 I
India 1994 7 0 0 4.43 3 (0.796) 5.53 OK
Italy 1973 19 3 3 5.38 7 (0.764) 5.28 I
Japan 1959 21 7 5 7.43 6 (0.815) 4.66 R
Russia 1994 7 2 2 3.20 5 (0.809) 3.87 OK
United States 1955 23 5 5 4.33 6 (0.827) 2.69 OK
South Africa 1975 14 4 3 5.60 7 (0.806) 4.78 I
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Revision patterns

An illustration: The HP filtered Business Climate Indicator (USA)
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Overall revision size
(Net New Orders USA)

Mean absolute revision
HP smallest revisions
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Revision to Cyclical Signal
(Net New Orders USA)

Signh change Direction change
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The CACIS Software

C® CACIS - Cyclical Analysis and Composite Indicators

r Froject Setup | Conversion || D etrending || Aggregation || Turning-point Detection || Update MEI|

= S:Durcefiles [ Add Source File ] [ Remove Source File J [ Open in Excel J
= ESP_CLLxlsiRawData_L

- ESP.LOCHIGO?.ST.2.M

- ESP LOCHEZ07.5T 54, 2 M

 ESPLOCHNHOZ.MLSA. 2 M Time Senesz Information

- ESP.LOCHOZ07 5T5A. 2 M Froperty alue
-~ ESP.LOCNS307.5TSA.2M m ESP.LOCNNHO7 MLSA.2.M

- ESP.LOREKPOY 10854, 2. M Frequency: bl anthly

Start v'ear/Pernod: 19661
End Year/Perniod: 200345
Has Miszing Y alues: 0 out of 522

2AE+7
2AE+7
1.8E+7
1.5E+7
1.2E+7
9E+E —
GE+5 —

| | | I |
1-1866 10-1974 7-1833 4-1832 1-2001
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The CACIS Software

E&| CACIS - Cyclical Analysis and Composite Indicators

Project Setup Help
Project Setup | Conversion | Detrending | Agaregation | Turning-paint Detection | Update MEI |
Series Mame Frequency  Alignment  OutlierFilker | Forecast 3 ot FModel [ Frocess Al ] Duler Fiesuls
Outliers ESPLOCHNHO? MLSA 2 M
ESP.LOCNIGO7.5T.2M Monthly 0 v 1 0 Multiplicative |} T orecast Series t‘nﬂgdﬁg[ﬁjgﬂmfga[m 0o
| Forecast Senes .
ESPLOCMK207 5TS42M  Monthly | O v 1 2 Additive = | Outliers found: 7
Dutlier 5ethings A0, Pogition: 1978/9, tstat: -5.9991 =
ESP LOCMMHO? MLSA 28 | Motk [ 7 Multiplic:ative a0 A, Position: 196743, kstat: -6.1194
- AQ, Pogition: 197072, tstat: 58264
ESP.LOCHOZ07 5TSA 2 M kanthly hd Additive |:| L5 A0 Position: 199047 tstat 5.6118
- T A0, Positior; 198673, tstat, -4.7337 i
ESPLOCHS307STSA 2 | Manthl W Addit . . -
oy HvE ] HiFi 0. Postion: 2005/3, tatat: -4 5112 v
ESF LOREKPO? 0BS54 2.4 | Manthily W Multiplicative
23E+7—
23E+7—
22E+7
2AE+T—
2E+7 —
2E+7 —
1 8E+7—
1 8E+¥—
1 8E+7—
1 YE+7—
1 BE+¥—
1 BE+¥—
1.5E+7F—
14E+F 7 T T [ T
I' 1-1997 5-1999 3-2002 10-2004 5-2007
& («)[»]
Stakus: Conversion page initialized with 0 series added, 0 series refreshed and 0 series removed, ; (270812009 17:10:15)
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The CACIS Software

- Cyclical Analysis and Composite Indicators

| Project Setup || Eu:unversiu:un| Detrending |.-i'-.ggregaticun || Turning-point Detection || |pdate MEIl

Series Name Madel Method Low Cut | High Cut | MCD Standardization mode
ESP.LOCNIGO7.5T.2M Mulip... v | Hodick ..+ |12 120 1 [ Delicdial | [Mean Absalute Deviation 4
ESP.LOCNK207.5TSA2M | Addti..  Hodick.. 12 120 3 HP dambds caloulator
ESP.LOCHMHOF. . . 4 Stability test manth -» lambda
ESPLOCNO207.STSAZM | Addti.. v Hodick.. v 12 120 |4 [ RunStabity Test | 21532
ESP.LOCNS307.5TSA2M | Addti.. v Hodick.. 12 120 3 Fesforecast at sach step Series statistics
ESP.LOREKPO7.IXOBSA.ZM | Mulip.. v | Hodick ... v |12 120 4 Stat Detrended Fiaw ~
Sl 1D ssmeetifng e m 1001043 | 130405338991
Hsgﬁck_%m“ |5t dev. 45482 5001320038 | =
[] Christiano-Fitzgerald Skewness -0. 2065 03269
Phase Average Trend Kurtosis 3349 22692 3
25E+7—
23E+7—
2AE+7T—
1 8E+7—
1 7E+7—
1 5E+7—
1.3E+7—
11E+7—
9E+E5 —
TE+E ~ 7T T T T T T
—_'ﬂ 5-1971 10-1977 3-1984 5-1990 1-1997 G-2003
. (<))

oECD ({@ ocDE



The CACIS Software

GBl CACIS - Cyclical Analysis and Composite Indicators

Projeck Setup Help

| Project Setup | Conversion | Detrending | Agdregation | Turning-point Detection | Update MEI |

Ine Seres Mame Weight Lag Irwversion | [sFef o Create aggregate
; - Ayeailability threzhold [

20 Recalculate weights ] [ Calculate agaregate

Wwigights handling

ESP.LOC 5. |20 ] [ MHame and save ] |
ESP.LOCNNHOZML. | 20 © Equal weights
ESPLOC e \ " Proportional redistibution [ Remove aggregate ]
ESF.LOC T5... | 20
ESP.LOREKPOT 0. .
CLI
Composite Indicatar: CLI
102 —
100 —
95 =
=1 T T T T T T
9-1963 41970 11-1976 G-19583 1-1940 5-19496 3-2003
Components (Multiple selection enabled.)
104 —
102 —
100 —
93 —
95 —
94 T T T T T T T
1-1963 9-19649 S-197E 1-1983 9-193849 S-194E6 1-2003

Skakus: Aggregation page inikialized with 0 series added, 7 series refreshed and 0 series removed.; (2710812009 17:458:14)
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The CACIS Software

E&| CACIS - Cyclical Analysis and Composite Indicators

Project Setup

Help

| Project Setup | Conversion | Detrending | .ﬁ.ggregatinn| Turning-paint Detection | Update MEI |

IsRef | Islnw
O
OO
OO
O | O
O
[]

LALCH

Series MName
ESP.LOCMIGO?R.ST.2M
ESP.LOCHKZ07.5TSA...
ESP.LOCMMHO? MLSA. ..
ESP.LOCMO207.5TSA....
ESP.LOCHS307.5TSA. ..
ESP.LOREKPO?IA0E. ..

Simplified Bry-Bozchan params

Turning points list

Feak Area ] Seriezhame Targeted | Miszed | Extra | Mean Lead | Peak Lead | St Dew. | lslnw
binimum Phase d ESP.LOCNIGO?... |9 R g g 18(0.397] |6.12
Mimirnum Cucl 24

P ESP.LOCNKZ07.. |19 4 N 527 40716 486 ]
Tuming point s ESFLOCMO207.... |19 4 1 7.33 & [0.604] Ll
TP | Year | Month Py ESPLOCWS307.... |19 4 7 36 2 (0.687)
e 1954 | B = ESPLOREKPO?... | 21 0 0 0 a) 0 L
tro... | 1967 | 11 L 19 3 g 4.19 50635 467 ]
pe.. 1969 |9

tro.. [1370 |12 b
Match reference turning points Crass correlation: CLI wvs. ESP.LOREKPO? [XOBSA.Z M

TP | Year | Maonth | Lead ~

1=} — s —

= [ETRAT - o e
ro... 1963 |7 H oo - I

pe.. | 1966 |4 H _1' _

- |IIIIIIII|IIIIIIII|IIIIIIII|IIIIIIII|IIIIIIII|III

tro... 1968 |4 5 = 24 45 & 3 12 2

Turning-points: CLI

I I
1-1961 12-1965

I
11-1870

I I I I I I I
10-1975 9-1330 3-1983 ¥-1990 G-199:3 3-2000 4-200:3

Skakus: Agagreqgation page initialized with 0 series added, 7 series refreshed and 0 series remaoved.; (27032009 17:43:14)
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The CACIS Software

Gl CACIS - Cyclical Analysis and Composite Indicators

Project Setup Help

| Project Setup || Carversion || Detrending || Agagreqgation || Turning-paint Detection | Update ME|

|pdate Seriez Mame Country | Subject Measure | Werzion  FromDate  ToDate I pdater
M. ESP.LOCMIGO?.5... |ESP LOCMIGDT | ST 2 0 0 [ Add Bow ]
M. ESP.LOCMEZ07.S... |ESP LOCMEZ01  |5T54 |2 0 0
| UpdateMEl |
M. ESP.LOCHMHO?.... |ESP LOCMMHOT |5T54 |2 0 0
N.ESPLOCNO207S.. ESP  |LOCND201 | 5TS& 2 0 0 | Guess MEl cades |
M. ESP.LOCHS307.S... |ESP LOCMS30 |5T54 |2 0 0 :
N.ESP.LORERPO7.. |ESP L OREKPT |5TS2 |2 0 0 Compare MEl with current: MEILESP.LOCSTLO4. 5T
T.ESP.LOREKPO?I... |ESP LOREKPOE |5T54 |2 0 0 1062 =
0. ESP.LOREKPOF... |ESP LOREKPD4 |5TS54 |2 0 0 1055~ ﬁ
&, CLI ESF LOCSTLOT |ST 2 0 0 104.4 = i
1035~
l &, CLI amp ESP LOCSTLO4 a6~
[ |acUx ESP | LOCSTLOS --__ 017
1008~
999 —
93 ~
931 —
ar2 - M
953 —
954 —
945 —
936 —
927 ~
ME T T T I I
9-1963 12-1972 3-1932 G-1991 9-2000

Skatus: Aggreqation page initialized with O series added, 7 series refreshed and O series removed. ; (270812009 17:48: 14}
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Forecasting with the CLIs

Targeting the CLI reference series:
1. Providing turning-point forecasts or turning-point probability
forecasts

2. Quantitative forecasts of the cyclical component of the
reference series (univariate/multivariate framework in the

time domain or frequency domain techniques.)
Picking a different target (e.g. GDP growth rate):

3. Using the corresponding CLI variant (12 month growth rate
of the trend restored CLI) to build a univariate forecasting

equation
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Forecasting scenarios
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