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Dear M/Mulllghan
APPLICATION UNDER THE FREEDOM OF INFORMATION ACT 1991

[ refer to your application made under the Freedom of Information Act 1991 (FOI Act),
dated 9 May 2019.

Your application seeks access to:

“All minutes, briefings and correspondence ftitled ‘Use of Seasonally Adjusted and
Trend Data in Economic Briefs’ as described on the Objective document
management system, between 12 July 2018 and 9 May 2019.”

The legislative prescribed timeframe to determine this application has expired and is
now deemed to have refused you access to all documents relevant to your
application. | refer to my letter dated 26 May 2019 where | sought additional time to
make my determination. S

The purpose of this letter is to advise you of my determination. An extensive search
was conducted within this office. A total of 1 document was identified as answering
the terms of your application.

| grant you access in full to 1 document; a copy of which is enclosed.

Please note, in compliance with Premier and Cabinet Circular PC045 - Disclosure
Logs for Non-Personal Information Released through Freedom of Information
(PC045), the Department of Treasury and Finance is now required to publish a log
of all non-personal information released under the Freedom of Information Act 1991.

In accordance with this Circular, any non-personal information determined for release
as part of this application, may be published on the DTF website. A copy of PC045
can be found at the following address: htip.//dpc.sa.gov.au/what-we-do/services-for-
government/premier-and-cabinet-circulars. Please visit the website for further
information.




As | am determining this application as Principal Officer, Section 29(6) of the Act
does not provide for an internal review. If you are dissatisfied with my determination
you are entitled to exercise your rights of external review with the Ombudsman.

Alternatively, you can apply to the South Australian Civil and Administrative Tribunal.

If you wish to seek a review, Section 39(3) of the Act states you must do so within 30
calendar days of receiving the determination.

If you require any further information, please contact Vicky Cathro on 8226 9769.

Yours sincerely

§
e

/W S

Hon Rob Lucas MLC
Principal Officer

4 July 2019
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To The Tregslrer

USE OF SEASONALLY ADJUSTED AND TREND DATA iN ECONGIIC BRIEFS

Tlmlng ROUTINE — For information only

Recommendatlonsllssues. Itis recommended that you note:

« DTF Economjcs Section intends to amend the format of sonie ecenomic briefs to
provide greater emphiasis 6n seasonally adjusted rathar thian frend estimates, in
particular series such as State Final Demahd, new business investment, private new
Gapital expendifurs, real retail turmover (quarterly) anhd dwelhng commencements
(quartetly),

e

¢ From February 2019, the regular gconomic brief on housmg finarice commitments will
be amended to include new data on investor housing finance (which has not
previously been available at the state level,)

Noted

L.

Hon Rob Lugas MLC
Treastrer

g M 2713,

BAGKGROUND

For many years, the Department of Treasury and Finance (DTF) has produged regular briefings
to infotrm Sotith Australian Government ministers and officials of thie highliglits of econornic data
releases, as they ocour. Many of thesse briefs are also published on the DTF website.

These brlefs aim to provide a conhoise summary of the daty, including key figures that are likely

to appear in the media or be mentioned in Parjiament, with further analysis as appropriate, The
format of these briefs is adjusted from time ta time, to ensure the presentation and analysis Is
useful and to reflect new developments in the source data -largely published by the Australian
Bureau of Stafistics (ABS),

Followmg | requestfrom yolir-office, soime amendments have been made to
briefs prior to the commiencemerit of Parliattient,
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This advice proposes some changes to the reporting in certaln DTF briefs, specifically in
regards to the use of seasonally adjusted and trend estimates:

In late 2016, In the interest of consistency, a decision was taken In the Department of the
Premier and Gabinef to facus reporting on trend figures in all economio briefs, with less attention
given to the seasorially adjtisted figures which display greater volatility, Nevertheless, for
certain data items (for example the *headline’ unemployment rate) the seasonally adjusted
sefies is mast often guoted ih the media,

For somé Guarterly data releases (such as the ABS published figures on Stéte Final Detand
and its Gofmponents), the ABS media releases (published on its website) also tend to focus on
séasonally adjusted rather than frend figures (see Attachment 1), This has prompted a review
of the éhorce of figures highlighted in DTF econoris bnefs

DISCUSSION

Time series presentation of data Is usefui o ideritify patterns and trends, but there is often
general confusion as o which series to use for a partlcular purpose (original, seasonally
adjusted or trend).

Chariges in 4 ime serfes typically reflect three components;
* Gyolica| factors (Including calendar-related seasonal patterns)
» Jrregularfluctuations
e« Undeilying frend movement.

The cohtfibution of each of these can vary from sevlés to series, and over time. This is
fllustrated at Attachment 2.

Oyclical factors (systemic valendar-related seasonal patterns)

The most commonly observed type of systeniatic calendar related behaviout is the cyclical
pattern that develops as a result of changes in the seasons, or regular events such as
Christmas shopping. Other calendar related patterns of behaviour include trading or warking
day patterns, payday effects, the effécts of moving holidays (such as Easter); or seasanal
weather patteins (which affedt offshore petroletim exploration and agri-foad exports, for
example). . .

As these influences have a relatively predictable impact oh the behaviour of fime series,
analysts have removed their effects from the original data in erder to determine thie riderlying
behaviour of the seties, When the systematic calendar related effects are remaved from the
original data, the resultmg sefies is sajd to be seasonally adjusted. .

Whera figures aré ohly published in original terms (for example, monthly commodnfy exports) bt
soasonal factors are known to exist, the impact is reduced by réporting a 12:rienth moving
annual total.

Even so, follemg seasonal adjustment, the series still containg two remairing behaviours—the
xrregular fluctuations and the trend behaviour:

Irregular flﬂctuations

The ifrreguilar fluctuations result from unpredictable or random activities, as well ag from the
sampling and non-sampling errars that acour as a resuit of the way the data is collected, These
fluctuations are sometinies referred td as “statistical noise” and often contribute to a large
propottion of the non-systematic volatility obsérved in the behaviour of a given series, For those
serfes derived from sample surveys, there will kis the impact of sampling efror — the variability
that occurs by virtue of the fact that a sample, rather than the entire populatlon is Surveyed.
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There will also be non-sampling statistlcal error; which represents the Inascuracies or
iriconsistencies that may result from imperfections in reporting by responidents, erfors made in

collection, such as recording and coding of datta, and errors made in processing the data to its
final forrm. '

Trend

The trend of a series represents the underlying behaviour of the series. [t captures the lorig-
terr behaviour of the serigs as well as the varlous medium-term business 6yeles. In sahtrast to
1he irregular fluctyations, the trend does not frequently change direction from périod to petiod. It
is the result of Influences such as papulation growth, prige inflation and general ecoripmic
changes.

The trend process used by ABS for monthly series invelves applying a weighted moving
average (khown a5 the 13-term Hendersori genfred moving average) over 18 consecyfive
observations of the seasonally adjiisted series, fo produge a "smoothed’ trend figure at the
centre of the 13 observations. The most recent 6 monthily observations i a fime series can not
be centred, and instead are smoothed in & different manner. These most recent 6 observations
are more liable to revisfon (in subsequeht publisations) than seasonally adjusted figures.
Quarterly seties typically use a 7-term Hendersah average, with the most regent 8 quarters of
data bieing subject to potentially larger revisions than trend estimates for priot perfods.

ABS USE OF TREND AND SEASONALLY ADJUSTED

The ABS geherally recommands that those using its fime serjes for business or palicy decisions
concerned with hoh-seasonal and hon-irrégular miafters, should glve the greatest emphasis to

the relevant trend series. This is particularly relevant for seties such as labour force survey

data, vsjlhere volatility between périods may be largely dus to survey sampling er non-sampling
errors.

However, the following consideratioiis are relevant for thé purpose of économic briefs:

«  For quarterly or less frequent releases, the use of trend in place of seasonally adjusted
cauld méan that turning points i the dataleconomy are not identified in a timely way (for
exarnple, in a quarterly series where trend movement has been positive, it could take two or
three quarters of negative seasonially adjusted movemerit before the trend figure turns
negative).? '

« Media reports on ABS releases tend to highlight the *headline” seasonally adjusted figure
rather than the trend; commentary sought from ministers will often heed to resporid to the
seasorially adjusted figures,

+  Statistics reflect the performangce of the real ecanory which is influenced by significant
everits (for example, severe weather events, sof& government palicy changes, the timing of
very large investment projeots, geo~‘poﬁlit|’cal or trade tensions, ele). Where the irregular
fluctuation of a tirie series can largely be explained and Uiderstood by referencs to a known

- evenit (as opposed to stafistical error), cautious reference to the seasanally adjusted serles
(where the impact of the event is reflected) may be arguably more useful than the frerid
seties (wherg it might be masked, at leastfora period of time, dnd/drits sighificance
diminished). ‘ '

1The ABS has estimated fhat over a five-year periad, 70% of the time the Hifegulaf fluctuations sontributed fore than
the frend to the rionihly ioverient in the seasonally ddjusted unemployment rate series.

2 Anriual data sérles e,g. Stafe Accounts (Gross State Produdt) are hot seasonally adjiisted ér trended. The nature of
the fréqiiendy, belng dhriudl, sccomhiodates seasonal Impacts dufing the course of the year and the resulting
estitnales dre, for most practical purposes, *seasonally adjusted': Arifiual ddtd, where subistantial volatility still exists,
tani be trended overa period of years using more speclalist econometric filters such as the Hodrick-Prescott filter,
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This is particularly relevent for series such as Stafe Final Demand and its compoﬁen'tsl
(ineluding new business investment), private hew capital expenditure, real retail expenditure
(quarterly) and dwelling commencemetits (quarterly).

For these feasons, DTF niow proposes ta retum to providing greater focus on seasonally
adjusted data In econoriic briefs, including in the *further analysis’ section, particulatly for the
above-mentioned data series. The headline figures will continué t6 be feported in both
seasonally adjusted and trénd terins, for all series.

Brad Gay

Executive Digector, Gomimercial and E¢onomics

; ‘:3( January 2019

Contact Ofigen_ | Mallow Wireeld
Telephone; 8429 8495 e
Emall addioss: .| malliswwinefleld@sagovial”

avid Reynolds
CHIEF EXECUTIVE

Depariment of Treasury and Finance
Date...{_ﬁ..,m%"’"{-z; o




Attachment 1:

Series used in ABS headline reporting and media releases

The “Main Features” section of ABS reporting generally emphasises the trend series for monthly
releases and the seasonally adjusted for quarterly time series (see table below)—although
increasingly, analyses are presented across a combination of series types.

ABS Publication Frequency |Main ABS reporting features

Australian National Accounts (5206.0) Quarterly Analysis is in seasonally adjusted terms

(State Final Demand and its components)

Balance of Payments and International Quarterly Analysis is in seasonally adjusted terms

Investment Position (5302.0)

Building Activity (8752.0) Quarterly Both trend and seasonally adjusted are
reported, with former taking precedence

Building Approvals (8731.0) Monthly Both trend and seasonally adjusted are
reported, with former taking precedence

Housing Finance (5609.0) - soon to be replaced |Monthly The current reporting is a combination

by a new series combining Housing Finance and across all 3 time series

Lending Finance (5601.0)

Labour Force (6202.0) Monthly Both frend and seasonally adjusted are

(Employment, unemployment, under- reported, with former taking precedence

employment, participation)

Mineral & Petroleum Exploration (8412.0) Quarterly The reporting is a combination across all 3

‘ time series types

Private new capital expenditure (5625.0) Quarterly Both trend and seasonally adjusted are
reported, with former taking precedence

Retail Turnover (8501.0) Monthly and |ABS provides analysis in trend, seasonally

(Nominal/current price turnover and real quarterly adjusted and (on some occasions) original

turnover) : terms. Some




Attachment 2:
Hlustration of time series components

Decomposition of commitments for construction of dwellings
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Original data (“observed”) reflects three components: seasonal factors, irregular movements
and the underlying trend.

A seasonally adjusted time series removes the seasonal component, but leaves the trend and
irregular movements.

A trend time series removes the irregular movement as well, leaving just the underlying trend.



