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Abstract

The aim of this paper is to scrutinize the relation between Business Survey Index and Industrial Production Index in
construction industry, stated in another way, the relation between CEQ's expectations of future business status and real
business activity in construction industry. Previous papers on this research area have been examined the relation between
released BSI and released IPI. However, this paper focuses ‘the relation between released BSI and the long-run component
of IPI"and ‘the relation between released BSI and the short-run component of IPI'. The first step is to decompose released
IPI by unobserved component model. The long-run component of IPI is set up as a random walk process. And short-run
component is set up as a stationary AR(1) process. The findings are as follows. First, released BSI Granger causes uni-
directionally released IPI. Second, there exists one-way Granger causality from released BSI to long-run component of
IPI. Third, Granger causality does not exist between released BSI and ‘short-run component of IPI'. BSI increases IPI in the
second or third month. These findings of this paper mean that CEQ’s expectations may influence industrial production in
construction industry.
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Table 1. Summary Statistics (Released BSI and Released IPI)

Variables Released BSI Released IPI
Mean 4,1863 4,6520
Std. dev, 0.0999 0.1348
Skewness -0.4478 0.2020
Kurtosis 2.5914 1.8390
Jarque-Bera 5.1285* 7.9974*%

Note: *, ** indicate significance at the 10%, 5% level

Table 2. Summary Statistics (Long—run Component of IPI" and
‘Short—run Component of IPI')

Variables Long—run Short—run
component of IPI  component of IPI

Mean 46524 -0.0004

Std. dev, 4.1232 0.0257

Skewness 0.2265 -0.0309

Kurtosis 1.5478 26923

Jarque-Bera 12.2451%** 0.5212

Note: *** indicates significance at the 1% level
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Table 3. ADF Unit Root Test Results

ADF test statistic

Variables Optimal lag length (P value)
Released BSI 1 -34747(0.0103)
Released IPI 2 -0.7427(0.8310)
Long-run component p 16012 (04785)
of IPI

Short-run 2 37671 (0.0043)

component of IPI

Table 4. Cointegration Test Results (Released BSI and released IPI)

Number of cointegrating

Trace statistic P value

equations
None 20.0201 0.0539
At most 1 1.3755 0.8961
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Table 5. Granger Causality Test Results (Released BSI and

Table 7. Granger Causality Test Results (Released BSI and the
Long—run Component of IPI)

Released IPI)
Null @ Released BSI does @ Released IPI does
hvpothesis not Granger cause not Granger cause
YP released IPI, released BSI,
F statistic 9.3130%** 18772
P value 0.0096 03912

Note: *** indicates significance at the 1% level
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Fig. 1. Response of Released IPI to Released BSI Innovation

Table 6. Cointegration Test Results (Released BSI and the
Long—run Component of IPI)

Number of cointegrating

. Trace statistic P value
equations
None 18.3386 0.0900
At most 1 1.5936 0.8563
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® Released BSI does

Null not Granger cause
hypothesis the long—run

component of IPI,
9.3706**

0.0247

@ The long—run
component of IPI
does not Granger
cause released BSI.

2.1846
0.5350

F statistic

P value

Note: ** indicates significance at the 5% level
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Fig. 2. Response of the Long—run Component of IPI to Released
BSI Innovation



Table 8. Granger causality Test Results (Released BSI and the
Short=run Component of IPI)

® Released BSI does ~ ® The short—run

Null not Granger cause component of IPI
hypothesis the short—run does not Granger
component of IPI, cause released BSI,
F statistic 26351 0.8538
P value 0.0531 04673
Note: * indicates significance at the 10% level
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Fig. 3. Response of the Short—run Component of IPI to Released
BSI Innovation
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