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Abstract

Kim et al.. (2003) developed an Economic Instability Index (EII) by
using mean squared error (MSE) from the neural network (NN) trained
on the 1995 KOSPI In this paper we study validity of the NN. For this
we compare the NN with the well known Box-Jenkins linear
auto-regressive processes. Our conclusive understanding of the problem is
that the NN provides quite effective EII because it tends to overfit.
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gt AdE AEe AEARAEdES UEle 23 A7 E S (sample
autocorrelati —on function: ACF)E &3 &<2ls] 2 Az [19 3JozHiyH &9
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4| 005052 -
5| 0 03ME o
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17 | - 02321 !
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19 | -.03711 =
0| - 0316 !
21 | 0.00428 e
22 | 0.03329 .
23| 0.09128 —
24 | 018247 |
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[ 1] A4 MSEo| 93 €4 AA &b A4 (1994.1-2003.2)
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9 31.5861 9 255.0281 9 224.5638
11 95.9499 11 434.4431 11 279.2377
1 19.1502 1 4403018 1 1806783
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5 251042 5 1189043 5 677139
1996 7 sigons | W 7 o8 | 0% 7 1209246
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11 156.8701 11 21.0139 11 157.8865
, 1 198.7973
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[3£ 2] A3 ARQR) MSE o3 &9 Al =<4 A+ (1994.1-2003.2)

H= 4 MSE HE 4 MSE d= 4 MSE
1 11.1313 1 14.1017 1 22.8589
3 8.0358 3 9.9326 3 21.5519
5 5.1449 5 8.8795 5 22.3466
1994 7 6.8706 1997 7 7.5651 2000 7 17.0737
9 10.5773 9 8.9265 9 21.1194
11 7.3440 11 17.9955 11 13.8359
1 12.6312 1 19.8764 1 17.1876
3 7.3257 3 11.1262 3 9.9599
. 5 10.8072 5 10.5114 5 9.3080
1995 7 9.7586 1998 7 9.5436 2001 7 8.1190
9 9.1726 9 6.9500 9 17.8381
11 9.7402 11 8.2452 11 13.9084
1 7.0469 1 18.0017 1 15.3195
3 7.0397 3 12.2306 3 11.0288
5 10.1390 5 17.3619 5 16.9864
199 7 9.0383 1999 7 32.9777 2002 7 18.0013
9 8.5619 9 21.4908 9 14.7011
11 9.6312 11 21.3936 11 11.0228
; 1 12.0324
2003 2 9.9241
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