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Seasonal Adjustment of Key Financial Indicators in Taiwan

Monetary aggregates play an important role as an information variable for the Bank’s
monetary policy. The Bank has regularly published data on monetary aggregates in its
Financial Statistics Monthly. However, monetary aggregates time series exhibit
seasonal movements that recur during public holidays, tax payment days, the start of a
new school year, and the calendar year-ends. It is therefore important to understand
the nature and the effects of the seasonal factors when analyzing monetary aggregates.

To seasonally adjust time series data on monetary aggregates, the Bank generally
adopts the X-12-ARIMA adjustment method, which has been developed by the US
Census Bureau and is used by major central banks around the world. Because the
Chinese New Year, the most important holiday in Taiwan, is determined by a lunar
calendar, its exact timing each year shifts on the Gregorian calendar. The holiday
effect adjustment procedure developed for fixed holidays cannot be applied to the
Bank’s model. To improve the accuracy of seasonal decomposition, the Bank uses
daily data to construct three monthly factors to capture effects before, during, and
after the Chinese New Year.

To facilitate greater use of the financial statistics data as well as to improve
transparency, the Bank starts to publish the seasonally adjusted data in the appendix to
the Financial Statistics Monthly in 2007. The Seasonally Adjusted Key Financial
Indicators Table presents the statistics for currency held by the public, reserve money,
M1A, M1B, M2, deposits, and loans and investments of major financial institutions.
All series are traced back to January 1992. The data will also be available on the
Bank’s website.

To avoid the confusion caused by model changing and recalculation, seasonal
adjustment model and past seasonal factors remain fixed every month, which is the
same treatment used by major central banks. The Bank follows this approach and
revises the seasonally adjusted series in each June and December to ensure a better
quality of seasonal adjustment.
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