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IACION £ INFERENC)

SUMMARY

DECOMPOSITION OF TIME SERIES: SPECIFICATION, ESTIM.
TION AND INFERENCE.

The decomposition of a time series into unobserved components h
been addressed, over recent years, as a particular case of optimal sigr
extraction in ARIMA models. This paper presents a methodology that
becoming a uscful tool in applied time series work. First, the problem
model specification for the components is discussed and optimal estimate
are then derived. Their propertics are seen 1o lead to a natural diagnos
check for the results. Finally, estimation errors are analysed. in particuli
the revision error and the final estimation error.,

The discussion is illustrated with the Spanish money supply series. Ti
analysis permits the answering of questions of practical interest, such as, {
example, how often should scasonal adjustment be performed; for how lo
should the scasonally adjusted series be revised: or what is the precision
the seasonally adjusted series estimator and how this precision translat
into errors of measurement in the different rates of growth. Troughout 1
application, a comparison is made between the trend component and t!
scasonally adjusted series, as indicators of the underlying evolution of ti
series.

Briefly, the paper deals with a relatively efficient method to solve
relevant statistical problem (that of decomposing a time series.} The m
thod provides a framework that allows for a rigourous interpretation of t
data and, ultimately, for a more solid foundation of economic decisiol
making.
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