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The application of MIDAS and GaR to predict Taiwan’s

economic growth rate
Abstract

The article applied multiple MIDAS models to predict individually
Taiwan’s economic growth rate from 2000/Q1 to 2019/Q4 (in-sample
forecast) and from 2020/Q1 to 2021/Q1 (out-of-sample forecasts), and
predict the economic growth rate on 2021/Q2. In addition, referring to
Adrian et al. (2016) to assess the future growth at risk (GaR) and quantify
the downside risk of economic growth and observe the risk changes over
time. The empirical results are described as following: (1) MIDAS model
could extract the hidden information of high-frequency variables, which
could accurately capture the trace of economic growth. Additionally, using
factor model to extract information on multiple relevant financial variables
and high-frequency economic variables could improve the accuracy of
forecasts. (2) For forecasting the time of 2022/Q1, the economic growth
rate in Taiwan will be about 2.9%. On the whole, the probability that the
economic growth rate in Taiwan will be over 4% is about 29.3%. The
probability of positive economic growth rate is quite high, about 96.8%. In
terms of downside risks, the possibility of negative economic growth is

quite low, only about 3.2%.

Keywords: mixed data sampling (MIDAS) model, growth at risk (GaR),

quantile regression

JEL classification code: C22, C53, E17, E37, G17
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