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Xns = AnsF(Rns) + éns

Hort 7R Ay 43 TR 00 25 (00 TR LS W 25
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() F(X)
TEILA%
T 1 3 6 9 12
EXEZN 0.968 0.927 0.956 0.969 0.997
1991:1-1996:12 0.942 0.977 0.965 0.957 1.004
1997:1-2002:12 0.940 0.925 0.972 0.980 1.001
2003:1-2007:12 0.955 0.973 0.957 0.972 0.994
2008:1-2013:12 0.953 0.949 0.990 0.973 0.997
2014:1-2019:12 0.967 0.983 0.990 0.979 0.999
2020:1-2022:9-h 0.967 0.949 0.977 0.978 0.999
(2) F(Xns)
TEIEA%L

B ! } 6 ’ 12
BREA 0.969 0.983 0.996 0.982 0.994
1991:1-1996:12 0.975 0.983 0.985 0.983 1.000
1997:1-2002:12 0.966 0.984 0.985 0.971 0.995
2003:1-2007:12 0.970 0.982 0.992 0.975 0.994
2008:1-2013:12 0.968 0.982 0.990 0.973 0.997
2014:1-2019:12 0.967 0.983 0.990 0.979 0.999
2020:1-2022:9-h 0.967 0.984 0.993 0.978 0.999
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FEE A RLUERRY 5 200841 HZE20194E12H
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BEAh - 5 EERRIQ) T F(X,) FHE
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() F(X)
THIEA%
T 1 3 6 9 12

EXETN 0.950 0.915 0.899 0.922 1.006
1991:1-1996:12 0.956 0.928 0.926 0.931 1.003
1997:1-2002:12 0.959 0.917 0.922 0.936 0.998
2003:1-2007:12 0.960 0.915 0.925 0.932 1.006
2008:1-2013:12 1.094 0.932 0.906 0.938 1.005
2014:1-2019:12 0.952 0.937 0.919 0.926 1.004
2020:1-2022:9-h 0.952 0.920 0.919 0.926 1.003

(2) F(Xns)
TS
T 1 3 6 9 12

1982:4-2022:9-h 0.956 0.914 0.902 0.930 1.015
1991:1-1996:12 0.956 0.926 0.924 0.940 1.013
1997:1-2002:12 0.960 0.916 0.921 0.949 1.005
2003:1-2007:12 0.959 0.918 0.922 0.920 1.005
2008:1-2013:12 1.107 0.939 0.927 0.945 1.003
2014:1-2019:12 0.954 0.943 0.903 0.908 0.999
2020:1-2022:9-h 0.995 0.922 0.949 0.9223 1.007
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Hr(PCA)B AT » EITERA S
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(time-varying predictability) » EIAS[GIHARY
i Zeokl 7 A4 A (Data Generating Process)
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(structural change) » &1 HES T4 BeT
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LASSO-EN-LAR S5 IGHE AU ) e ) it S IORTE S B 1 (LASSO) ~ B4 (Elastic Net » fiifi FyEN) BN
PSR (LARS) 7% » BsG Ry | B TR 5E IRy E TR -
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The dynamic impact of supply shocks on price and output
fluctuations: A empirical study in Taiwan*

Ching-Yi Lin** and Wei-Yi Chiu***

Abstract

This paper attempts to use data dimension reduction, a method commonly used in machine
learning models, to select top predictors that affect Taiwan's inflation and output growth and to
evaluate the impact of supply-factors on fluctuations in prices and industrial output. The study finds
that supply-side variables account for a high proportion of changes in inflation and industrial output
in Taiwan, and the impacts of such variables on inflation and industrial output have increased
significantly after the outbreak of the a global pandemic in 2020. In addition, international external
factors, especially the macroeconomic variables related to the United States, have significant
spillover effects on Taiwan's inflation and output changes. This result confirms the view that most
of the driving factors for inflation in Taiwan come from imported inflation. This study further
uses the target predictors selected by the shrinkage methods to conduct out-of-sample forecasts.
Empirical results show that when the frequency of selection of supply-side variables increases, its

can improve the short-term out-of-sample forecasting ability of inflation or output growth.
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