
Appendix

Other Terms Defined in OECD Glossary of Statistical Terminology

Decomposition

The act of splitting a time series into its constituent parts by the use of statistical methods. A typical time series is often regarded as composed of four parts:


(a) a long-term movement or trend;

(b) oscillations of more or less regular period and amplitude about this trend;

(c) a seasonal component;

(d) a random, or irregular, component.


Any particular series need not exhibit all of these but those which are present are presumed to act in an additive fashion, i.e. are superimposed; and the process of determining them separately is one of decomposition.

Filter

Any method of isolating harmonic constituents in a time series; a mathematical analogy of the “filtering” of a ray of light or sound by removing unsystematic effects and bringing out the constituent harmonics.

Forecasting

“Forecasting” and “prediction” are often used synonymously in the customary sense of assessing the magnitude which a quantity will assume at some future point of time: as distinct from “estimation” which attempts to assess the magnitude of an already existent quantity. For example, the final yield of a crop is “forecast” during the growing period but “estimated” at harvest.

Months for Cyclical Dominance (MCD)

Months for Cyclical Dominance (MCD) is defined as the shortest span of months for which the I/C ratio is less than unity. I and C are the average month-to-month changes without regard to sign of the irregular and trend-cycle component of the series, respectively.


There is a convention that the maximum value of MCD should be 6. For quarterly series, there is an analogous measure, quarters for Cyclical Dominance (QCD), which has a maximum value conventionally defined as 2.

Noise

A convenient term for a series of random disturbances borrowed through communication engineering, from the theory of sound. In communication theory noise results in the possibility of a signal sent, x, being different from the signal received, y, and the latter has a probability distribution conditional upon x. If the disturbances consist of impulses at random intervals it is sometimes known as “shot noise”.

There is usually noise present in any time series in addition to any cycles. 

Oscillation

An oscillation in a time series or, more generally, in a series ordered in time or space is a more or less regular fluctuation about the mean value of the series. In this sense it is to be sharply distinguished from a cycle, which is strictly periodic; thus, while a cyclical series is oscillatory an oscillatory series is not necessarily cyclical.

Rate of Change (12 month OECD Composite Leading Indicators)

The 12-month rate of change at annual rate smoothed used in the OECD composite leading indicator is calculated by dividing the figure for a given month m by the 12-month moving average centred on m-12.
Rate of Change (6 month OECD Composite Leading Indicators)

The annualised 6-month rate of change of OECD composite leading indicators (CLIs) is calculated by dividing the figure for a given month m by the 12-month moving average centred on m-6.5. 

It is easier for users to interpret the annualised 6-month rate of change since the volatility in the CLI has been smoothed out. At the same time, the annualised 6-month rate of change provides earlier signals for the turning points.

Sampling Distribution

The distribution of a statistic or set of statistics in all possible samples which can be chosen according to a specified sampling scheme. The expression almost always relates to a sampling scheme involving random selection, and most unusually concerns the distribution of a function of a fixed number n of independent variates.

Sampling Error

That part of the difference between a population value and an estimate thereof, derived from a random sample, which is due to the fact that only a sample of values is observed; as distinct from errors due to imperfect selection, bias in response or estimation, errors of observation and recording, etc. 

The totality of sampling errors in all possible samples of the same size generates the sampling distribution of the statistic which is being used to estimate the parent value.
Non-sampling error

Non-sampling error is the error attributable to all sources other than sampling error. Non-sampling errors arise during the planning, conducting, data processing and final estimation stages of all types of survey.
Sampling Variance

The variance of a sampling distribution. The word “sampling” can usually be omitted, as being defined by the context or otherwise understood. The sampling variance of a statistic is the square of its standard error.

Seasonal Adjustment Programs

Seasonal adjustment is normally done using off-the- shelf programs—most commonly worldwide by one of the programs in the X-11 family. Other programs in common use include the TRAMO-SEATS package developed by Bank of Spain and promoted by Eurostat and the German BV4 program.


The original X-11 program was developed in the 1960s by the U.S. Bureau of the Census. It has subsequently been updated and improved through the development of X-11-ARIMA by Statistics Canada and X-12-ARIMA by the U.S. Bureau of the Census, which was released in the second half of the 1990s.


The core of X-11-ARIMA and X-12-ARIMA is the same basic filtering procedure as in the original X-11.

Seasonal Variation

In time series, that part of the movement which is assigned to the effect of the seasons on the year, e.g. seasonal variation in rainfall. 

Sometimes the term is used in a wider sense relating to oscillations generated by periodic external influences, e.g. daily variations in temperature might be regarded as “seasonal”.

Smoothing

The process of removing fluctuations in an ordered series so that the result shall be “smooth” in the sense that the first level differences are regular and higher order differences small.

Although smoothing can be carried out by freehand methods, it is usual to make use of moving averages or the fitting of curves by least squares procedures. In fact, the concept is closely tied to that of trend fitting.
Standard Error
The positive square root of the variance of the sampling distribution of a statistic.

Structural Definition

The concepts, key families, and code lists defined by a centre institution (usually for the exchange of statistical information with its partners). Such an institution acts as a "structural definition maintenance agency."

Time Series

A time series is a set of ordered observations on a quantitative characteristic of an individual or collective phenomenon taken at different points of time.
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