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Motivation

e QOur president promised that he will let the
unemployment rate decrease to 3%, so | want
to understand the trend of the unemployment
rate and check the possibility of what he said.



DATA

 The data is the monthly unemployment rate
of Taiwan from 1981.1 to 2010.7.



unemployment rate from 1981.1 to 2010.7
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e |t seems to have a linear trend.
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Check seasonal effect:

Partial ACF

ACF
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PACF plot of differenced unemployment rate
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ACF plot of differenced unemployment rate
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unemploymant rate with seasonal differencing
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e Unsatisfied variance!
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Proposal methods:

e Mean - ARMA(p, q)

e Variance — GARCH(m, r)
— m: order of lagged squared error
—r : order of lagged variance

Yi |<ﬂt-1 - N(thg1ht)
E =Y X
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GARCH(m, r) model:

Yi |lﬂt-1 - N(X“B,ht)
E =Y ™ X

m r
ht = 4a, +Zaigt2—i +Zﬁjht—1'
i=1 j=1

* Yy, :o0bservations

*y._,: the information set before time t
e X, : explanatory variable

e h . conditional variance



Reference:

e Directorate — General of Budget, Accounting
and Statistics, Executive Yuan, R.O.C.(1TIEX [

FitE)
http://www.dgbas.gov.tw/ct.asp?xltem=1714
4&ctNode=3246




