STATISTICS, OPTIMIZATION AND INFORMATION COMPUTING
Statistics Opt. Inform. Comput., Vol. 6, June 2018, pp 248-265.
Published online in International Academic Press (www.IAPress.org)

Buys-Ballot estimators of the parameters of the cubic polynomial trend
model and their statistical properties

Emmanuel .W. Okereke *, Chukwuemeka .O. Omekara, Charles .K. Ekezie

Department of Statistics, Michael Okpara University of Agriculture, Umudike, Nigeria

Abstract Time series, especially those with the cubic trend component, are encountered in many data analysis situations.
The decomposition of such series into various components requires a method that can adequately estimate the cubic trend
as well as other components of the series. In this study, the chain base, fixed base and classical methods of decomposition
of time series with the cubic trend component are discussed with emphasis on the additive model. Chain base and fixed
base estimators of the additive model parameters are derived. Basic properties of these two classes of estimators are equally
determined. The derived chain base variables have the autocorrelation structure of an invertible third-order moving average
model. The chain base estimators are found to be pairwise-negatively correlated estimators. Though the classical method
and chain base method are both used for time series decomposition, the chain base method is recommended when a case of
multicollinearity has been established.
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1. Introduction

One of the tasks frequently performed by time series analysts is the decomposition of a given time series into
its various components. The classical decomposition method is the first known method of decomposing time
series. Its application is often predicated on the additive and multiplicative models. The objectives of the classical
decomposition method have been mentioned in numerous studies. It helps us to investigate the presence of trend,
seasonal and cyclical effects in a time series. Estimates of the four components of time series which include trend,
seasonal, cyclical and irregular components are found with the help of this method . Classical decomposition
models are also used for short term forecasting.

Inspite of its uses, the classical decomposition method has some limitations. Notable among the demerits is
the tedious nature of the method since the components are estimated one after the other. Another disadvantage
of this method is its frequent poor forecasting performance [3, 6]. The least squares estimation procedure, which
is used to estimate the trend component of a series in the classical decomposition approach, may not be reliable
in the presence of multicollinearity. The high level of multicollinearity between two or more powers of the time
variable(?) in a polynomial trend model often results in wrong inferences and model selection based on the least
squares estimates of the concerned parameters [4, 24]. As a consequence, the Buys-Ballot estimation procedure
proposed in [12], which is capable of yielding estimates that are robust to multicollinearity, is considered when
the multicollinearity problem exists [21]. The Buys-Ballot approach is primarily used for the decomposition
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of a relatively short series such that the trend and cyclical components are jointly estimated. The additive and
multiplicative Buys-Ballot decomposition models are stated in Equations (1) and (2) respectively:

Xy = M+ Si+e (D

X: = MSie )

where X; is the observed value of the time series at time t, M; is the trend- cycle component at time t, .S; is the
seasonal component at t and e, is the irregular component or the error term at time t. In (1), e, ~ N(0, 0}) while
in (2), e, ~ N(1,03).

Apart from the work of [12] in which the chain base and fixed base estimation techniques were used in
accordance with the linear trend-cycle component, the additive and multiplicative models, several studies have
been subsequently undertaken within the context of the Buys-Ballot method of analysing time series data. In this
regard, [17] developed the Buys-Ballot procedure of analysing time series data with the quadratic trend-cycle
component. Their specific contributions include the derivation of the chain base and fixed base estimators of the
parameters of each of the additive and multiplicative models. The Buys-Ballot estimates for exponential and s-
shaped curves were derived in [13]. Certain properties of the chain base and fixed estimators have been discussed
with respect to the linear trend-cycle. The unbiasedness and consistency of both estimators were established in
[15]. According to [16], if the trend-cycle component is linear, only the derived chain base variables are stationary
with the autocorrelation structure of the moving average process of order one. These authors equally found the best
linear unbiased estimate of the slope parameter using the variables associated with the chain base estimation. Works
carried out in other areas of research interest in the Buys-Ballot Method include the development of the procedures
through which one can determine when each of the additive and multiplicative models should be considered [14],
test for the presence of seasonal variations [22] and the influence of the mis-specification of error distribution on
the prediction accuracy of the fitted Buy-Ballot model [21].

Though the trends in many time series can be represented by the linear , quadratic trend or exponential trend
models, there are cases where the cubic time trend model is inevitably applicable [3, 1]. In particular, the cubic
trend model has found applications in Agronomy [19], Computational Statistics [11], Epidermology [20], Fishery
[8], Meteorology [9] and Psychology [25, 18].

Motivated by the wide applicability of the cubic trend model and robustness of the Buys-Ballot method to
multicollinearity, in this study, we discuss the Buys-Ballot method of decomposing a time series with a cubic trend-
cycle component. The chain base and fixed base estimators of the parameters of the cubic trend-cyle component
and seasonal component of the additive model are derived. We also pay attention to the properties of the derived
estimators of the parameters of the cubic trend-cycle component. The subsequent parts of this work are arranged
in the following manner. Section 2 deals with the overview of the least squares estimation of the parameters of the
cubic trend model. The theoretical results on the Buys-Ballot method are presented in Section 3. Section 4 deals
with the properties of the estimators derived in Section 3. In Section 5, we apply the results in Section 3 to real
life time series data. Also considered in this section, is the comparison of the prediction performances of the fitted
additive Buys-ballot model and the model based on the least squares approach. The conclusion of this work is given
in Section 5.

2. Overview of the Cubic Trend Estimation by Least Squares Method

Let {X;} and {T;} denote a given time series and the corresponding cubic trend model such that

3

T, =Y at",r=0,1,23. (3)
r=0
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Suppose the least squares estimator of 77 is

3
T, = Zartdr =0,1,2,3. 4)

r=0
Then the least squares estimators ag, a1, as and ag of ag, a1, as and ag respectively, minimise the sum of squared
deviations (S) of X, from ;. For S = 3_7_, (X — T})%, we evaluate 22 = 0 to obtain the normal equations:

n n n n
Gon+a1 Y t+agy tagy £ o= > X, )
t=1 t=1 t=1 t=1

n n n n n
Gy tt+a Yy Btayy ttagy t' = Y tXy, ©6)

t=1 t=1 t=1 t=1 t=1
doit2+d1it3+d2it4+d3zﬂ:t5 = zn:tzxt, )

t=1 t=1 t=1 t=1 t=1

doit3+d1it4+d2it5+d3it6 = > X, (8)
t=1 t=1 t=1 t=1

In matrix form, the system of linear equations in (5), (6), (7) and (8) becomes

B=A"'D, 9)
Where n n 2 n 3 n
i) s S S S Six
ai .t .t .t .t L tXy
B: N s A= 'nt,_l 2 ;/1_1 3 %_1 4 %_1 5 and D: ’r%_l 2
?2 Z%:l ts Z%:l t4 2%:1 tr 2%:1 te Z%:l t3Xt
as- Zt:l t Zt:l t > t=1 t t=1 t . =1 0" Xt
The estimated variance-covarinace matrix for the estimators is
V(B) =4%A1 (10)

Here, 62 = %. The decision to include any of the parameter estimates in the cubic trend model is made in line
with the test of significance of the parameter. While a t-test may be appropriate for testing the significance of
a single parameter, the significance of the overall cubic trend model can be investigated through the analysis of
variance technique [7]. It is noteworthy that the regression outputs from many statistical packages contain the
requisite summary of the test results and conclusions may be drawn on the basis of the computed p-values.

Once the cubic trend model parameters have been estimated, the classical decomposition method (CDM) may
be employed in estimating the seasonal indices. Before the estimation of seasonal indices by this approach, the
original series has to be detrended. Assuming the additive model, the process of detrending the series deals with
the subtraction of the trend component from the series. If the detrended series is arranged in accordance with the
seasons(months or quarters as the case may be), the seasonal averages can be obtained. These averages are used to
find the seasonal indices.

3. Methods

3.1. Preliminary Results Based on the Buys-Ballot Table

An important aspect of the time series analysis using the Buys-Ballot approach is the arrangement of the observed
seasonal time series data in a Buys-Ballot table as shown in Table 1. All the derivations made in this section are
based on the systematic component of the additive Buys-Ballot decomposition model.
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Table 1.
The Buys-Ballot Tabular Arrangement of Time Series Data.
Season)

Period 1 2 ] S T, X; 0;
1 X1 X X; X, T; Xi. | o01.
2 Xst1 Xsi2 Xoyj Xog T, | Xao. | 62.
3 Xost1 Xosi2 Xosqj X3, T3 | X3. | 03.
{ X(i—l)s+1 X(i,—l)s—Q—Q X(i,—l)s+j X(i—l)s-&-s Crz Xz 6—7,
m X(7n—1)s+1 X(7n—1)s+2 X(7n—l)s+j X(m—l)s-&-s Tm Xm a—m
T} Ty Ty T; T T,

X X1 X, X X, X
G 01 09 G 0 0.

251

Source: Iwueze and Nwogu (2004)

If we make the substitution M; = a + bt + ct?> + dt> into (1) and consider only the systematic part of (1), we

have

X;=a+bt+ct>+dt>+ S, (11)

From Table 1, the ith row total is given as

T;. = ZX(i—l)s—f—j
j=1

= la+b((i — 1)s+5) +c((i — 1)s +4)* + d((i — 1)s + 5) + Sj]
j=1

1 1)(2 1
= [as o -2+ BOID 1260 ge(s 1) -1+ ST é( e
i — 1)283 P 1)262 9
PP O SR I ) LRV R BT G
2 6 2
= [as + bs((2¢ _21)8 ), +es?(i—1)(is+ 1) + es(s + 125(28 +1)
ds?(i — 1)(is(2is — s +3) + 1) s(s+1)\2
. 5 P75 ] 12
In deriving (12), we made use of the assumption Zj‘=1 S; = 0. Now, the ith row average is
X, =
s
= [a+ w+cs(i—l)(is+l)+w
ds(i —1)(is(2is —s+3)+ 1) (s+1)\2
9 + ds<72 ) } (13)
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Next, we derive an expression for each of the jth column total and mean. With 3" | S; = m.S;, the jth column
total becomes

T;= Z X(i-1)s+j
=1

:am—l—bZ((i—l)sH—j)—I—cz((i—l)s—i—j)z—i—dZ((i—1)s—|—j)3+m5j

i=1 i=1

-1 —1)(2m — 1)cs?
= [am + 7m(m2 Jbs + mbj + m(m )(Gm Jes +m(m — 1)csj
2 g(m(m—1)\2 2. (m(m—1)2m —1) o(m(m—1) 3 ‘
+ mcj* +ds < 5 ) + 3ds j( 5 ) + 3dsj ( 5 ) +dmj® +msS;] (14)

Dividing both sides of (14) by m, the jth column mean is obtained to be

X, = [a o (mams 2000 4 i 4 (m— 1)) + M T

2 . 2.3
+d] (]2 + (m—l)(22m—1)s + 33](72n—1)) + dm(m4—1) s + SJ] (15)

Furthermore, the grand total of the observations is given as

i=1 j=1
=T, = ZS:Tj
j=1
B s [am N m(m2— 1)bs byt m(m — 1)(62m —1)cs? m(m — esj
j=1
+mej? + ds® (Lm; D) )2 + 3ds%j (m<m — 125(27” — 1)) + 3dsj? (Lm; 1)) + dmj® +mS;
Can bn(n2+ 1) N en(n + 1()5(2n +1) N d(n(n2+ 1))2 (16)
For ms = n, we have
T —an+ bn(g+1) + cn(n+16)(2n+1) +d("(”2+1))2 a7
The grand mean is obtained by dividing (17) by n. Thus,
X =a+ b(nQH) + C(n+1)6.(2n+1) + dn(L;rl))z (18)

3.2. The Proposed Buys-Ballot Estimators of the Cubic Trend-Cycle and Seasonal Components of the Additive
Buys-Ballot Decomposition Model

Two classes of estimators, namely chain base and fixed base estimators of the requisite parameters are derived
following the procedure of [17]. For the purpose of deriving the estimators, we find the first, second and third
differences of the ith row mean series. From (13), we obtain

X+, = [a + b(mi;sﬂ) + cs(i?s +is +1) + %

5(2i% 52431252 +2is2+3i2s43is+i s 2
| ds(2i%5°+3 +§ +3i%5+3 +)+ds<(;’1)) } (19)
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Xiga). = [a 4 BRIt 4 og(i%5 4 Bis + i 4 25 4 1) + LeFDEHD

(53210522 S 2 a2 0 a2 ) 2
+d5(21 s“+9i“s”+14is +23’L s+9is+i4+6s+7s“+1) +d8((6;1)> } (20)

b(218+55+1)

Kivs). = [a+ +es(i%s + bis + i + 6s + 2) 4 LFLCsFD

-3 2 .2 2 . 2 .2 . . 2 2
+ds(2z s°+151°s°+38is +32z s+15is+i+18s5+32s°+2) + ds((s;l)) :| (21)

Given the forward difference operator 2\, then the first forward difference of X;. has the following representation
Y = AX; = Xi4). — X
b(2is+1—2is+s+1)

+cs(i®s +is+i—i%s —i+is+1)

2
n ds(2i3s? + 3i%s% + 2is? + 3i%s + 3is + i — 2i3s% + 3i?s? — 2is? — 3i%s — i + 3is + s + 1)}
2
d
= bs + cs(2is +1) + ;(62'232 + 6is + 52+ 1) 22)
Hence,
m—1 m—1

Y=Y (X, — K1)

i=1 i=1
m—1 ds
= [bs + cs(2is 4+ 1) + ?(61‘252 + 6is + 5% + 1)]
i=1
m—1 3m,fl ) 2mfl d53 ds
1) +2 ' 1 : i m 1)+ Zm—1
bs(m — 1) + 2cs ;z—&—cs(m ) + 3ds ;Z + 3ds ;Z—F 5 (m—1)+ 2(m )}
ds®
b(n — s) + cs*m(m —1)—|—cs(m—1)+7m(m—1)(2m—1)
ds? ds
mim = 1)+ S-(m = 1) + T(m — 1)|
:(n—s)b+c(n+1)(n—s)+@(n(2n—s—|—3)+52+1) (23)

From the foregoing, the following relationship between the estimators of b, ¢ and d can be easily deduced

Xm— X I(n(2n — 241
m 1_é(n+1)_d(n(n 3—23)—1—3 +1)
n—s

IA):

24

Equation (24) simply reveals that unless the estimators of ¢ and d are known, it is practically impossible to estimate
b within the context of the Buys-Ballot methods used in this research work. Consequently, one may wish to know
if the estimator of ¢ is a function of that of d. To obtain the estimator of ¢, we evaluate the second difference of X; .
For this purpose, we have

Z; = N*X;
= X(i+2). - 2X(i+1). + Xi. (25)

If we substitute (13), (19) and (20) into (25) and simplify the resulting expression completely, the result in (26) is
obtained

Z; = cs® 4+ 3ds*(2is + s+ 1) (26)
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It follows from (26) that

Y™ Z 3dn+1)
= 2s(n —2s) 2 @7

The estimator of ¢ in (27) certainly depends on that of d. To find the estimator of d, we first evaluate the third
difference of X; . Let

= X(i+3). - 3X(z+2) + 3X(1+1) - Xz (28)

Simplifying (28) after X; , X(;41., X(i+2). and X;13). have been replaced by (13), (19), (20) and (21) respectively,
yields

Q;. = 6ds® (29)

Definition 1: Let d°BF = @i j =1,2,-.. ,m — 3. The chain base estimator of d in (29), denoted by d°B7 is the

6537
simple average of d;. That is

m—3
JCBE _ 2imy Qi

G(m —3)s° (30)
LetW; = Z(i+1). — Z;.. Then,
Wi = 2cs®+3ds*(2(i +1)s + s+ 1) — (2c5* + 3ds*(25 + 5 + 1))
W = 6dis® 31
Definition 2: A simple average of the variable cff BE — é%g, i=1,2,--- ,m — 3is called the fixed base estimator

of d. Hence, the fixed base estimator of d is

JFBE _ 2i1 i
(m —3)

B (W) W,l_j (VY) (32)

1=

_ The fixed base estimator of d may also be considered to be a weighted average of a Buys-Ballot derived variable
d; = %, such that the weights are i1, =1,2,3,--- ,m — 3. In line with (18), an estimator of a is generally

given as

&:X”_b(n;—l)_é(n+1)6(2n+1)_Czn<n—21—1)2 (33)
By substituting n = ms into (15) and using (33), the estimator of .S; is found to be
Sj _ [X.j X 4+ B(1+;72j) I é(n2+3n+3nsf52676nj+6j576j2+1)
—|—dA< 2n2+n74j376j2n+6j25741712+Gjn572js2+2n2sfns2 )} (34)

Owing to the fact that the derived estimators of a, b, c and S; depend on that of d, those estimators are said to be
chain base estimators if there are all functions of the chain base estimator of d. On the other hand, there are called
fixed base estimators if there are determined using the fixed base estimator of d. Observe that in the absence of
trend,d:f):é:d:Oand

S, =X, - X. (35)
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4. Properties of the Estimators of Parameters of the Cubic Trend-Cycle Component

When two or more estimators of a particular parameter exist, as it is the case in this study, efforts are made to
determine the best among the competing estimators. To determine a better class of estimators between the chain
base and fixed base families of estimators, we derive and compare properties of the estimators belonging to the
two classes. For an estimator to be unbiased for a particular parameter, its expectation must be equal to the given
parameter. Taking expectation of both sides of (30) leads to

E(dCBE> _ E(X(i+3). - 3X(i+2)4 + 3X(i+1). - Xi.)

¢ 653
_ E(6d53 + €(i+3). — 3€(it2). + 35(1-_;,_1)‘ — éi_>
N 653

We can deduce from the assumption of e; associated with (1) that e;. ~ N (0, ”—j) Thus,

E(JEBE> —d (36)
Also,
m/3dCBE
p(iere) = B(26 )
m 3
Qz
G )
6(m —3) 83
Yo (Es). — Be42). + 381 — @)
—E (d i1 + )
+ 6(m — 3)s3
(d—i— —€1. + 262 — €3 + €(m—2). — 2€(m—1). T Em. )
6(m — 3)s3
(37
It is now evident that both d°2F and d°P are unbiased for d.
The variances of these estimators are obtained as follows:
. . 2
var (dFBF) = B(dFP ~ d)
_ E(d L Cotd). = 38Gw2) 38ty — & d)2
6(m — 3)s3
Acknowledging the fact that the errors are uncorrelated, we get
- 502
Var(d907) = 271 38
ar (d ot (38)
. . 2
Var(d°PF) = B(d°PF — a)
S @, — 3. + 3¢ Y
i €3 3). — e(2+2) 6(7.+1) — €.
~ B(d R e ~d)
+ 6(m — 3)s3
B E(-él. + 282, — €. + Em-2). = 28(m-1). + &m. )2
B 6(m — 3)s3
2
o1
_ 39
3(m — 3)2s7 (39)
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Having knowledge of the covariance between d“ZF and d B, where i # h helps us to determine if the chain base
derived variables are independent or not. It will also help us to derive the autocorrelation function for the derived
variables. With the autocorrelation function, one can figure out whether the variables are generated by a stationary
series or a nonstationary series. Notationally,

Cov (CiiCBE,ngE> = 36 5 [ (i43).€(h+3). — 3€(i+3).€(h+2). T 3€(i+3).€(h+1). — €(i+3).Ch.
— 3€(i+2).€(h+3). + 9€(i42).€(nt2). — I€(i42).8(h+1). + 3€(i+2).En. + 3€(i+1).E(nt3). — IE(i4+1).E(h+2).

+ 9€(i41).€(h+1). — 3€(i41).€h. — €i€(n43). + 3€i€(h12). — 3€i€(ht1). T éz‘.éh.:| (40)
Let k = h — i. Then the autocovariance function for d°7 is

9%0%, if k =0;
. —112‘%0%, %fk;::l:l;
REPE(k) = § =0l if kb = 42;
— a0}, ifk==£3;
0, k#0,+1,42, 43

The following autocorrelation function for d°5%, is derived using REPF (k)

1, if k =0;
-3, ifk=41
pPE(k) =< &, ifk=+2
f%, if k = +£3;
0, k#0,+1,+2, +3
It is now certain that the CBE derived variables ciiCBE ,i=1,2,3,.,.,.,m — 3 have the autocorrelation structure

of a third-order moving average process, indicating that there are generated by a stationary process. We can also
deduce from the work of [?] that the moving average process is invertible.
Next, we consider the properties of ¢¢BE,

m—2
ACBE i1 Zi. 3 ACBE)
=p(&=EL Y4l
E(C ) E(Zs(nfls) 2(n—|— )
_ E(QCSQ( 2) +3ds? 327 (2is + 5+ 1) + E(i42). — 26(041). +Ei) 3n+ 1)chBE)
2s(n — 2s) 2

S (2. — 2. FE) 3 ‘cBE

- E( i= it . )
c+ 2(m = 2)s? 2(n+ )(d d)

= Bey BT B0 3 4 1)(denE —a))
B 2(m — 2)s? 2
=c (41)
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 Var(¢9BE) = B(¢“BE — ¢)?

€1. — €2. — €(m—1). Em. 3 2

:E(c+ L 22'(m—(2)5; ha —g(n—i—l)(dCBE—d)—c)
o E([ e~ e ( -1. T ém. ]) 3(’”’ + 1)E([él — €3, — é(m—l). + ém.][dc’BE - d])
- { 4(m — 2)2s* B 2(m — 2)s2
n 9(n + 1)21;ar(dCBE)]

[ o? 3+ DE([er — €. — Epn-1). + Em.][—E1 + 282, — &3 + E(m—2). — 26(m—1). + Em.])

(m —2)%s 12(m — 2)(m — 3)s°
3(n +1)2%0
4(m 3)2s }

o?(4(m —3)%s2 +3(n+ 1)%(m — 2)?

In order to determine the nature of the relationship between ¢CBE and dCBFE , we need to find Ehe covariance
(Cov(¢“BE JOBEY) of ¢“BE and d°BE . This covariance will be needed for the derivation of Var(bSBE) .

Cov(éCBEdeBE) — B((eCBF - C)(CZCBE _ d))

( €1. — €. —€(m-1). T m. 3
_3
2

(a3 DT )T~ a))

(n + 1)var(d°BF)

of

Basic properties of 5B are given below:

m—1
E(ZJCBE> E(Zz: Yi (n 4+ 1)eCPF _ (n(2n —s) +3n +5* + 1)CZCBE>

(n—s) 2

_ E(ZZ’Z ((i(it)) - Xi.) — (n+1)&BF _ (n(2n — s) +23” +5°+ 1)dACBE)

_ E((n —s)b+cn+1)(n—s)+ Z:’;l(é(iﬂ)_ — &) N d(n(2n — s) +3n+ 52+ 1)(n — s)
n—s 2(n —s)

1) - (n(2n — s) +23n + 52+ 1)dACBE)

- S (B, — i) . (n(2n—s)+3n+s*+1) ;

_E(b+ njs — (n+1)(¢CBE —¢) — . (dCBE_d>)

= E(bJr % —(n+1)(e“BE —¢) - (n(2n — s) +23n +52+1) (dCBE _ d))

=0 (44)
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~ ~ 2
Var (b°85) = (5077 — )

b+M—(n+1)(éCBE—C)— (n(2n—8)+3n+82+1)((icBE_d)_b)2
(

n-—s 2

€m. — el.) _ (n + 1) (61_ — €2. = €(m-1). + enL.)
S

n— 2(m — 2)s?
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where

R= [Z(m —2)%(m —3)s% 4+ (m — 1)(4(m — 3)%s® +3(n + 1)*(m — 2)%) — (m — 1)(m — 2)*(n(2n — 5) + 3n + s> + 1)}
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The properties of a“ ¥ are derived as follows

Statistics Opt. Inform. Comput. Vol. 6, June 2018.



E. W. OKEREKE, C. O. OMEKARA AND C. K. EKEZIE 259

E<dCBE> _ E(X. _(n —; 1)30319 _(n+1D)(2n+ 1)6CBE _ n(LH>2dCBE>

_ E(a B %;D(ECBE —p) - (”fl)éw(éCBE _ 02) 3 n(nTH)2(chE _ d))
—a (48)
Var(dCBE) = ( )
_ ( n—l—l bCBE b) — %(&*BE_C)_n(nT—l—lf(chE_d))z
(Y o) (2 ) () )
n+1)2(2n+1) ~ . n(n+1)3 ~ 5
( + + ) (bCBE,cCBE) n (%)Cov(bCBE,dCBE)
n ( n(n+ 1)12(2n + 1)>Cm} (éCBE’ dCBE) (49)

where Var (BCBE) ,Var (éCBE) ,Var (a?CBE) ,Cov (ZA)CBE, éCBE) ,Cov (IA)CBE, (jCBE>
and Cov (éCBE, dCBE ) are given in (45), (42), (39), (46), (47) and (43) respectively. For the covariance of ¢ B¥
with the other chain base estimators, we have

Cov (&CBE’BCBE) _ E((&CBE _ a)(éCBE _ b))
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The chain base estimator (S’jCBE ) of the seasonal component formulated in Equation (35) is easily seen to be
unbiased for (S¢'5F).
Let V. be the variance- covariance matrix pertaining to the derived chain base estimators. Then

Var(aCBF) Cov(aCBE HCBE)  Cou(aCBF éCBE)  Cou(aCBF, dCBE)
V. — OOU(&CBE, BCBE) V(AIT‘(ZA)CBE) OOU(Z)CBE, éCBE) COU(Z)CBE, @CBE) 53)
c COU(&CBE, éCBE) CO’U(bCBE, éCBE) Va,r(éCBE') COU(&CBE, dCBE)
CO@(&CBE, JCBE) COU(ECBE, JCBE) COU(&CBE, dACBE) VaT((iCBE)

Efficiency comparison based on determinants of variance-covariance matrices has been discussed by [10]. Given
two point estimation methods, then one of the methods is said to be more efficient than the other if its corresponding
variance- covariance matrix has a smaller determinant. We may observe that V. depends on o%. Since o7 is often
not known, it is estimated by the mean squared error(MSE). If we replace o7 by MSE, we obtain the estimated
variance-covariance matrix.

So far, we have focused on the properties of the chain base estimators based on (1). In what follows, properties
of fixed base estimators are discussed. Considering (32) and the associated error terms, we have

E(CZf‘BE) _ E(Gdisg + é(i+2). - 25(“_61')_ ;r e; —e3 + 2ey — él,)
1S

=d 4
Var (9% = B(i07% a)

_ E(d n €(i+2). — 25(i+1). + él —e3. +2ey. — e, B d>2
6753
2
03
~ 3257 (55)
m—3 3 m—3
E(dAFBE) :E<Zi:1 deE) :E( i1 Wi )
m—3 6i(m — 3)s
3
_ E(d n Z?:f(éuw). — 2€(;41). + €. — €3, +2¢€2 — é1.)>
B 6i(m — 3)s3
B E(d N —(m —4)er. + (2m —T)ea. — (m — 3)€3. + E(m—1). — E(m—2). + ém.)
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=d (56)
~ N 2
 Var (dFBE) - E(dFBE . d)
B E(—(m —4)é1. + (2m — )& — (m — 3)&. + E(m_1). — Em_2). + em,)Q
B 6i(m — 3)s3
_oi((m =4+ (2m —7)* + (m - 3)* + 3) 57)

36i2(m — 3)2s7

Both dFPE and dFBE are unbiased for d. Generally, the fixed base estimators are unbiased for their respective
parameters. Variances of ch BE and d¥BE are functions of 4, indicating nonstationarity of the fixed base derived
variables and d*B% . For this reason, an empirical example based on the fixed base method will not be considered.

After estimating parameters of the cubic trend-cycle model, it will be expedient to test hypothesis about the
individual parameters. Notably, each of the concerned chain base estimators of the cubic trend- cycle model is
a linear function of the observed time series. Suppose we wish to test the null hypothesis Hy : g = go against
H; : g # go, where g is any of the parameters a, b, ¢ and d. For a Guassian white noise process and unknown o2,
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the t-test statistic

b= Gl (58)
may be used, where est.std(g) is the estimated standard deviation of the given parameter. At « level of significance,
we reject Hy if |t| > ta n—a.

5. Empirical Results

A numerical example is given to illustrate the chain base method (CBM). We also compare the method with the
classical decomposition method (CDM) through the decomposition of a real time series data set. The prediction
accuracy measures employed in this work are the mean squared error (MSE), mean absolute error(MAE) and mean
absolute percentage error (MAPE).

5.1. Real Life Example

As a practical application of CDM and CBM, we consider the time series decomposition of the monthly
concentrations of atmospheric cos .The monthly atmospheric concentrations of cos data set for the period January,
1959 to December, 1997 is available in R package.

Following [5]and [2], it can be deduced that co, data exhibit trend and seasonal variation. In particular, the
monthly atmospheric concentrations of co, data set for the period January, 1959 to December have been shown to
have cubic trend and seasonal variations [26].

The estimated least squares cubic trend model for the time series is T, = 316.265 + 0.0290513t +
0.000292787¢t2 — 2.90208 x 10~"#3. Having fitted a cubic trend model, we proceed to investigate the significance
of the overall regression using the results in Table 2.

Table 2.

Analysis of Variance Results for
the Cubic Trend Model for the Time Series
Data on Atmospheric Carbon (IV) Oxide.

Source DF SS MS F P
Regression 3 102536 | 34178.6 | 7674.04 | 0.000
Error 464 2067 4.5
Total 467 | 104602

With a p-value of 0.000, it is obvious that the the fitted cubic trend model is statistically significant at 5 per cent
significance level. This shows that the time series has a cubic trend component. Consequently, it is imperative to
determine the coefficients that should be included in the fitted cubic trend model for the time series data. This calls
for tests for significance of coefficients of the model parameters. Results based on these tests, are summarised in
terms of p-values in Table 3.
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Table 3.

Estimates of the Parameters
of the Cubic Trend Model
and their Corresponding P-values.

Term Coefficient P
Constant 316.265 0.000
t 0.0290513 0.000
t? 0.00029278 0.000
3 -2.90208x10~7 | 0.000

From all indications, it is necessary to consider a cubic trend model containing all the four coefficients. Trend
parameter estimates as well as seasonal indices are given in Table 4 for CDM and CBM.

Table 4.

Decomposition Methods, Trend Parameter Estimates, Seasonal Indices and Associated MSE, MAE and MAPE
for the Monthly Atmospheric Carbon (IV) Oxide Series.

Method | Cubic Trend Parameter Estimates | Month | Estimates of SI's MSE MAE MAPE
CDM 316.265 Jan -0.0601 0.251115 | 0.388781 | 0.114726
0.0290513 Feb 0.6108
0.000292787 Mar 1.3602
-2.90208x10~" Apr 2.4979
May 2.9833
Jun 2.3270
Jul 0.8126
Aug -1.2486
Sep -3.0667
Oct -3.2435
Nov -2.0480
Dec -0.9249
CBM 315.237 Jan -0.04783 277.228 11.1467 3.16444
0.0451198 Feb 0.61908
0.000228465 Mar 1.37398
-2.13569x10~7 Apr 2.49476
May 2.98169
Jun 2.33897
Jul 0.81557
Aug -1.24826
Sep -3.05251
Oct -3.24903
Nov -2.06545
Dec -0.96097
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It is not surprising that minimum values of MSE, MAE and MAPE are associated with the classical
decomposition method (CDM) since the chain base method (CBM) is basically meant for short series. The issue is
then how short should the series be for CBM to be a good rival of CDM, when assumptions of the latter hold. To
address this issue, we examine the following Figures. From Figure 1, it is evident that the series has a cubic trend

»
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Figure 1. Plot of monthly cos concentrations (ppm), cubic trend values and fitted values
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Figure 2. Time Plot of Monthly Co, Concentrations(ppm) and Fitted Values based on the first 108 Observations

and seasonal components. The Figure 2 shows that fits based on CDM are quite close to the actual observations
for all time points. On the other hand, fits based on CBM are close to the actual observations from January of 1959
to December, 1967. Within this period, fits based on the two methods are also close, as indicated in Figure 2. The
closeness of the two sets of fitted values, may be attributed to closeness of the corresponding least squares and
chain base estimates in Table 4. Beyond the period, the two cubic trend curves (LSTV and CBTV) as well as their
corresponding fits (LSFV and CBFV) in Figure 2, become more and more divergent as time increases. Lack of
parallelism of least squares cubic trend curve and chain base cubic trend curve, can be deduced from Figure 3.
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Figure 3. Trend Estimates based on CDM and CBM

6. Conclusion

Presented in this paper, are the Buys-Ballot and classical methods of decomposing a time series with a cubic
trend component. Two sets of estimators, namely chain base and fixed base estimators have been derived and
their properties investigated. While the two sets of estimators are generally unbiased, there is still a remarkable
difference between their properties. The chain base estimators are functions of stationary variables with the third-
order moving average model autocorrelation structure whereas the fixed base estimators depend on nonstationary
variables. This is in agreement with the findings in [15, 16]. One might think of differencing the nonstationary
variables to obtain the modified fixed base estimators based on stationary variables. We may note that the first
difference of the derived fixed base variables yields the derived chain base variables which are stationary. As a
result, the modified fixed base estimators will not be different from the already derived estimators of chain base
type.

Being a linear combination of the derived chain base variables, each of the chain base estimators, is normally
distributed when the underlying time series is normally distributed. It follows that hypothesis testing about the
significance of a cubic model parameter can be carried out using a t statistic and an appropriate chain base estimate.
There is no doubt that the chain base estimators are not mutually independent. Undoubtedly, the estimators are
pairwise-negatively correlated.

We have graphically illustrated that for the first 108 obervations on the time series, CBM competes favourably
with CDM. However, if there is a case of multicollinearity, CBM may be considered.

Acknowledgement

The authors sincerely thank the editorial board of this journal and the anonymous reviewers whose constructive
comments helped to bring the previous version of this paper to its present quality.

REFERENCES

1. F. Anna, and H. D. Acquah, (2011) A regional analysis of corn yield models:comparing quadratic versus cubic trends, Journal of
Economics and Behavioral Studies, vol. 3, no. 6, pp. 395-401, 2011.

2. R. B. Bacastow, C. D. Keeping, and T. P. Whorf, Seasonal amplitude increase in atmospheric Coa concentration at Mauna Loa,
Hawaii, 1959-1982, Journal of Geophysical Research, vol. 90, issue D6, pp. 10529-10540, 1985.

3. C.Chatfield, The analysis of time series :theory and practice, John Wiley and Sons, New York, 1975.

4. S. Chatterjee, and A. G. Greenwood, Note on second-order polynomial regression models, Decision Sciences, vol. 21, issue 1, pp.
241-245, 1990.

5. W.S. Cleveland, A. E. Freeny and T. E. Graedel, The seasonal component of atmospheric Coz: Infomation from new approaches to
the decomposition of seasonal time series, Journal of Geophysical Research, vol. 88, issue C15, pp. 10934-10946, 1983.

6. S. A.DeLurgio, Forecasting principles and applications, Irwin McGraw-Hill, New York, 1998.

Statistics Opt. Inform. Comput. Vol. 6, June 2018.



® N

10.

12.

13.

14.

20.

21.

22.

23.

24.

25.

26.

E. W. OKEREKE, C. O. OMEKARA AND C. K. EKEZIE 265

N. R. Draper, and H. Smith, Applied regression analysis, 2nd edn, John Wiley and Sons, New York, 1981.

M. C. Fabrizio, J. Raz and R. R. Bandeker, Using linear models with correlated errors to analyze changes in abundance of lake
Michigan fishes:1973-1992 Canadian Journal of Fisheries and Aquatic Sciences, vol. 57, no. 4, pp. 775-788, 2000.

C. Frankze Nonlinear trends, long range dependence and climate noise properties of surface temperature, Journal of Climate, vol.
25, issue 12, pp. 4172-4183, 2012.

J. D. Hamilton, Time series analysis, Princeton University Press, New Jersey, 1994.

B. R. Hargreaves, and T. P. McWilliams Polynomial trend line function flaws in microsoft excel, Computational Statistics and Data
Analysis, vol. 54, issue 4, pp. 1190-1196, 2010.

I. S. Iwueze , and E. C. Nwogu , Buys-Ballot estimates for time series decomposition, Global Journal of Mathematical Sciences,
vol. 3, no. 2, pp. 83-89, 2004.

L. S. Iwueze, and E. C Nwogu, Buys-Ballot for exponential and s-shaped curves, for time series, Journal of Nigerian Association of
Mathematical Physics, vol. 9, pp. 357-366, 2005.
1. S. Iwueze, and E. C. Nwogu, Framework for choice of models and detection of seasonal effect in time series Far East Journal of
Theoretical Statistics, vol. 48, issue 1, pp. 45-66, 2014.

I. S. Iwueze, E. C. Nwogu, and J. C. Ajaraogu, Properties of Buys-Ballot estimates when the trend-cycle component of a time series
is linear:Additive case, International Journal of Mathematics and Computation, vol. 8, no. 10, pp. 59-77, 2010.

I. S. Iwueze, E. C. Nwogu, and J. C. Ajaraogu, Best linear Unbiased estimate using Buys-Ballot procedure when the trend-cycle
component of a time series is linear, Pakistan Journal of Statistics and Operation Research, vol. 7, no. 2, pp. 183-198, 2011.

I. S. Iwueze, and J. Ohakwe(2004) Buys-Ballot estimates when stochastic trend is quadratic. Journal of Nigerian Association of
Mathematical Physics, vol. 8, pp. 311-318, 2004.

A. T. Jebb, L. Tay, W. Wang, and Q. Huang Q, Time series analysis for psychological research:examining and forecasting change,
Frontiers in Psychology, vol. 6, article 727, pp. 1-24, 2015.

L. Michael, and D. Makowski, Comparison of statistical models for analyzing wheat yield time series, Plos One, vol. 8, issue 10,
pp- 1-11, 2013.

I. C. Ndong, M. V. Reenen, D. A. Boakye, W. F. Mbacham, and A. F. Grobler, Trends in malaria admissions at the Mbakong Health
Centre of the worth West region of Cameroon: a retrospective study, Malaria Journal, vol. 13, issue 1, pp. 328-339, 2014.

U. C. Nduka, S. I. Iwueze, and E. C. Nwogu, Fitting polynomial trend to time series by method of Buys-Ballot estimators,
Communications in Statistics- Theory and Methods, vol. 46, issue 9, pp. 4520-4538, 2017.

E. C. Nwogu, L. S. Iwueze, and V. U. Nlebedim Some tests for seasonality in time series data, Journal of Modern Applied Statistical
Methods, vol. 15, issue 2, pp. 382-399, 2016.

0. E. Okereke, I. S. Iwueze, and J. Ohakwe, Necessary conditions for the application of moving average process of order three,
Applied Mathematics, vol. 6, pp. 173-181, 2015.

M. Schacam,and N. Brauner, Minimizing the effects of collinearity in polynomial regression, Industrial and Engineering Chemistry
Research, vol. 36, issue 10, pp. 4405-4412, 1997.

B. Snook, B. Doan, and R. M. Cullen Publication and research trends in police psychology:A review of five forensic psychology
Jjournals, Journal of Police and Criminal Psychology, vol. 24, pp. 45-50, 2009.

Time series analysis, www.wright.edu/ thaddeus.tarpey/ES714timeseries.pdf.

Statistics Opt. Inform. Comput. Vol. 6, June 2018.



