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Estimation and Nowcasting of Monthly GDP in Israel:
A Comparison of Statistical Models'

Ariel Mansura and Ronen Fluss

Abstract

In this paper, we assess four models for estimating monthly GDP in Israel using quarterly
GDP data and a group of monthly explanatory variables. The models are mixed frequency
models that directly characterize the connection between quarterly GDP and the monthly
variables and do not require the prior totaling of the monthly variables into quarterly
variables. One of the advantages of these models is that they force the estimated monthly
GDP data to total the quarterly GDP data.

As a byproduct of this estimation, we also present nowcasting estimates of monthly GDP.
The nowcasting estimates are used when the GDP of the latest quarter has not yet been
obtained, but the data on the monthly explanatory variables has already been obtained.

Since monthly GDP is an unobserved variable, we cannot directly know which of the
models is best for estimating it. We therefore examined the models indirectly through a
quarterly aggregation of out-of-sample monthly nowcasting estimates and comparing
them to the quarterly GDP data. We found that Model 1 (Mariano and Murasawa, 2010) is
preferable to the other models, including the Benchmark Model.

' We would like to thank Dr. Karnit Flug for the idea and the initiative. We would also like to thank Tsahi
Frankovits, Ben Z. Schreiber, Yair Haim, and the participants of the joint seminar of the Research
Department and the Information and Statistics Department for their helpful comments.
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INND MININ NPYTIND MITON DX NPNPY,12/2011—1/1995 NNPNY NONMNN IRNVNIN TNYD
NI TMTIND NIYY ,DYPIY MIYND ,DXNPY) INDND 11T PNMOYYNI N1 TT0 - NPNNY NI
NN, 2ANIN — DIMPY NIY 27DIN — NMNND XIY NEOY MMIVN X1 NN NI, 0OMPY
T ,2200P0 — SNMVYYNN NN TTH ,0MPNIVPON D237 — SNNYYNN NN TTH ,09) NIAN
1121 ,1°)¥29 MPTNA INND NITO DX MNP 1219 .0PNIVPON DX — DXPIOYN PO
NN NITO PAY 2 HHIOON PN DN MITON NPNIT NNIN IMNY DNIPOUN . NPNNY
MITON N MNYKRIN MITON 8 ,NUYNY 171732 7NI-12N YODYVVDN IWPN VIR TPNYIT NPTNI
IXIND PVDIVVD WP MNYP NMINKN MITON ,PYNN ANNY 22NN TTHN NN DY M¥IIN
SV NNNMINN NP vanny 1N (Lasso regression) YOND NMDII 19D 1A MTNA
.(Shrinkage) nana N¥IP TINN DPIDN DINYNI

NN DV NPITIAI TIIMVIN INXIN MMY MITO HY NXIAP NN NIND 1N NP TINN
DNYN WVIYN DONMN DX NTND :NIRID TIT2 DNT WU ,0)T00 \INn INVY (N9py)
L, DOTINN NYAIND TAN DOY DTN NTPN AN NTHN (NP PNY) 2011—2009 ,MNINND

NN OXTNHD NADIN 190 INND NI )IYAIN YV NYNRIN YTINT IINN DX NIIND YD BN NYNRNYN

N 7T .N90N DM L, PINKRY WTIND MN22) DO DMIVNID 1YW WTIN ,NIN WTIND DY MAsNN

yon ,Chow and Lin (1971) ooywsny npdnna XY 11 NPYNN2 MWHRNYN .(2) NIPR IX DHDMPHN 1 DPYNN ’
THXINT WD NIV PYTIND MIYIIN IIND ) NP NXIVN) MYIIN INND HY NN WHNYN NYN DIPINY
Ra)faialNianl
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NN AYON ONIVN VIDY MY — (OXTHD NINN) DMIYIIN NN DNV — DOWTIND M) NN NODP
"2 Sv (RMSE) nyxmnn myacin myovn ¥y AR NOLIY 15 > Y NIYN NPNN 0
NN NPT NI NNINN DNYN YIZYA Y12 2IYAIN ININD MM IMNX IPNYM WA INNN
NYAPY NVINN D9 290 NN ,TPPON NP P RIN ,DM12> IR ,DMIWIND 025701 DD

DMV D¥21977 60-3 9197 TO NPT DTN TAX 935 PuNn

2911910 HY NTININRN NN .5
—171995 NPNA MW YNYY) SWTIND ININD NVIYW DI DY D TNIND NN PN TWUNI 2OV
NNON TTN : IX NOTID NYXIIND NPYNDIN NMYLN TIO> JY NINIY DINWNN NP .12/2011

TNEY 27NIN — DIMPY NN DMPY NIX ,DYPIY MWD ,DXMPY) IN0N 1T ONOWYNn
YWTINN AXINN ITOIN AR VYN T2 9y qoM , (7)) D110 952 MUHRNYN HPNODN NTHN

OO TIND 93 DY DITHIND NN NN PN 1 NNNNIT INYIIN ININD 2N POITHA DONOND

.D»Y27 0NN PYTIND IXIND NPYN MNIWYD
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‘—mariano (1) =marianof(2) == schumacher (3) Chow and Lin (4) ‘

P2 ,N9PNN NYNNA TNPHRI ,0XTP OT DTN DXINN 4—1 DHTINY MNIY I 1 I HNTH

DWIAPNNN IONRD AN ONYT 1 DTN OWAPNND DNTNIND ,NNY DY TN .2000—1996 DNWN

55 139011 NYNDY , POV MIWN (3)-) DMWY INDN 1119 (2) PRPWYNN NIMN TT0 (1) DINWHN 19933 2571 972 1
DN DNINVNRN TIND DHONWN NI IR MNYNI DY
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097N MW, 4 SN ©YAPNINN 1IXRY AN DINT 3 YTINN DYAPNNN DITMND ,2 HTINN
LDMYRIN MY IUND DPNTHN TN DI TNIN DY) DININND

2V NN PNAY NPY TAT PR T NN YNDA MNWNI (D) 1IN OUTIND INND ,NNIND
TVIVIY T 7Y NDPY TIT2 MOLIVN NX PNAY DN TR .OMWN DD TIND P2 YI1IND T DN TNIND
ANNN YY PINKD PN OOUNNYN PR IUNRD) NDXTR WHIND 50NN NN HUNinn Asn
21192 12970 IXIND 1YON DOWTINA DNITHIND DIDD NN MV, (02N

TAR YTIN 2323NN0 MNPN DY THNYIIN DYI0N DX DT D530 1NN PN 2 NNNNT
ANINT NITO NN (YD NININ NONY 19D) NYTP TR TYN ONWIIN D) NITO NN ,INYTP

.4/2011—172009 N9IPN2 YD 7Y

(¢"w) n1yann XM ARNIYN2 An'TR UTIN 727200 TN YW N'YTIN QN0 12 ANKIAR'T
1/2009-4/2011

-1.5 17
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c z T Q d z c z T Q d z c z T Q d

T ¢ ¢ 2 5 5 & & ¢ 8§ P X i 2 &

8 &8 © /4 @& o 2 +« - /4 7 <& T <« < a7 ¢
f o T " o - i -
o] o o - - —
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‘—mariano (1) — mariano f (2) shumacher (3) chow and lin (4) —gdp‘

,DXTRY XINN (PPYN) MNPNN DV NPXTAL 2 5T DY DD 4-) 3,1 DOTINY NIRIN 2 NNNNT

MIXID N 19 1D HINYAIN IIND DY DOPINNNND NPNTHND DX TIDOD NIONN IPN 2 DTINY DIVND
09 NNPY 1 57NV PN .DDTINN INYD DN DY THY \INN MNY ) (Mariano) 1 Y1y

4 RNUN N VAR(1) 57m0 07y DIMINND DOYTIND DHINYNN 1D, THN

DY DN Y O) 120N NPNY OYTIND ININD DMIWAND DMNMYRIN DITIND NYY TN Y1 N3 JPNT D JPN» 1
NYOVN DIWANNDN DYTII DN DMNINND DODTINND NVYY NYY ,0NOV 9nmivn 1VPs IX DPA0HNN DINVHN
7292 VLI
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PNY 1 MY .0NYN YIDYA NYNINNI MY NMIYON NN NIAYN DTN P2 WIOND 11D

.4—1 DYTHINA NYNIIND TPV MYVLN DY IXNWD 1NN

(RMSE) nysnnn noarn myvn Sv NN :1 /Y

2011—2009 91N
0.0028 Mariano (1)
0.0062 Mariano factors (2)
0.0061 Schumacher (3)
0.0075 Chow and Lin (4)

D200 DNYNRIN OO TIND NVIDY 1D 19D .(0.0028) I¥PN NNV MIND VN 1 57N ,1 MY 95
DN OYTIND AN WHN DOTOIND N .(Benchmark Model) ©yn»n 57mnd non> nind
MNXHIN WNHNYND D91 7295 .(2) DRNWNI NIDINRND NN DMIPPN DN TOWNY DXTND NINN
N 19 19D SYTIND ININD PN NDTOIN AWNN OWDTIND T PITAY »TD D) 1 MY NN
DY12001N DOINWNA NMIVIT MINNIAINMN Y21 DIPYTIND DITOIRNND PON NN POPYL TIIND
.D>12017N DNNYNI NON INRY NOVINN DD 237 NPIRYN NPONNN YN PON NN — 1)

VAR(1) -n 97 TIinn AN M2 YW DXRTPNN IR PN 2 MY INNNN NN DDV 3T
.197Tmav

1913w VAR(L) 910 50190 :2 MY

9999 01PN MNYNN
0.4197 YYTIND ININND
0.0355 YIMOYYN IN»
0.0321 DX INDN 1T
0.0255 OV MIVN
0.0225 DOMPY NIY
-0.008 2'IN - DIMPY NN

(robustness checking) mINSIND MPH29 MY SV MPI1a .6

09IVN DYNNI NINNN MNP 6.1
MMYNI VINY/NYNNN MNP PINY 0WNT (Mariano 1, Mariano 2, Schumacher) 3—1 o7

MNP DOVNT 2-) 1 DTN NPTN NOPNN 99D INWUNRI WINYD YNT 3 DTN ;O UnNinn A8

DVNIAY NONNN MTIPI O) DWNT 2-1 1 OYTIN (0 Y1) NNIYNRIN YIIN NTIPID P NONNN
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YNONNN TIY,MI902 DWW 95 NP (Schumacher) 3 57102 .ann-2800 70 Y 0NN
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X NN Yo 3 NNT L(likelihood) MXDN MOIPNS NN DIOPNY INANY DN TNIND

MYSNNI DAPNNY NIRSIND NN PYON NDPNNA ININNDD MNIYNRIN WINNID 29D NTININRD NINNIN
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EM-n 05998 — 1 5193 swNn 989011 ©29019990 NTIIND 199N NVIY .6.2

NN DYOPNY NIANY NPNON NV XN (Dempster, Laird and Rubin,1977) EM-n onnoN
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YDVIVIN TONN N EM-N DMINON .0010790 DY DPNWYRY DXVINID NI MNS 595 7172
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DYTINN PN NPR MPY NYTY 11 KY ,N9%) YN MINWN 10 SWTINN NNV INND
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(predicted) 0'x293%0 219N NI8YNP-IVINY 1PN NVD — 2 NIV

2)1Y19 XN

N1 Y29 XN

NI OYTIN XN

0.0099 0.0067 0.0029 PN 0D
0.28 0.56 0.58 AR(1)
0.27 0.32 0.35 AR(2)

MY 0.0067) 53192 2IYATN ANINDND ONTHN NING XIANNM ININD AN D NMINID N2 1T NN

(0.28 1YY 0.56) 1N NM2) MDY 12 NHNMP 12 10 (0.0099
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