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EAI continued to decrease

in Q3

In the third quarter of 2020 EAI* fell
again. The composite indicator made a
decrease to -2.2 in Q3, from -1.4 in Q2
primarily, due to continuing deteriora-
tion of its cyclical component. The long-
term position also decreased but had
relatively lower negative impact on EAI.

The main negative influence on EAI cy-
clical position came from the less fa-
vourable sentiment indicators’ assess-
ments, including the country’s business
climate, provision of industrial orders
and employment expectations in manu-
facturing, as well as the external eco-
nomic activity, presented with the real
GDP growth in EU 27. The magnitude of
the estimated drop in the rest variables,
making up the composite indicator,
slowed down on a quarter earlier. The
pace of EAI contraction was reduced in
Q3.
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		Year		Quarter		Economic activity indicator (EAI)*

		2002		I		0.05

				II		-0.00

				III		0.39

				IV		0.28

		2003		I		0.59

				II		0.82

				III		0.37

				IV		0.55

		2004		I		0.50

				II		0.67

				III		0.79

				IV		0.87

		2005		I		0.63

				II		0.67

				III		0.61

				IV		0.59

		2006		I		0.48

				II		0.47

				III		0.66

				IV		1.24

		2007		I		1.08

				II		1.49

				III		1.01

				IV		0.19

		2008		I		0.70

				II		0.37

				III		0.16

				IV		-0.48

		2009		I		-1.79

				II		-2.69

				III		-2.72

				IV		-2.20

		2010		I		-1.72

				II		-0.26

				III		0.06

				IV		0.30

		2011		I		0.55

				II		0.50

				III		0.26

				IV		-0.17

		2012		I		0.03

				II		-0.38

				III		-0.33

				IV		-0.41

		2013		I		-0.38

				II		-0.61

				III		-0.48

				IV		-0.31

		2014		I		-0.19

				II		0.06

				III		0.40

				IV		0.25

		2015		I		0.52

				II		0.33

				III		0.06

				IV		-0.02

		2016		I		0.07

				II		-0.06

				III		-0.09

				IV		0.18

		2017		I		0.16

				II		0.32

				III		0.31

				IV		0.25

		2018		I		0.08

				II		0.05

				III		-0.09

				IV		-0.11

		2019		I		-0.02

				II		-0.20

				III		-0.18

				IV		-0.19

		2020		I		-0.41

				II		-1.48

				III		-2.20



						*  With adding new quarterly data for each quarter EAI has been recalculated for the whole period since 2002.
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ESTIMATED CYCLICAL FLUCTUATIONS IN THE EURO AREA AND BULGARIA

=== Cyclical component of EAl in Bulgaria

Cyclical component of €-coin*

2013 2014 2015 2016 2017 2018 2019 2020

'1'5‘\\\‘\\\‘\\\‘\\\‘\\\‘\\\‘\\\‘\\\‘

*  The estimate of the cyclical component of €-coin is based on data for October and November.

The release of December’s €-coin indicator has been postponed until 13 January since some
revisions have been made to the indicator.

Source: MF, CERP
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* To achieve better compatibility, real GDP growth data has been standardized by subtracting the
mean and dividing by the standard deviation of the series.

** Preliminary estimates for EAl and GDP for Q4'20. In assessing the full scale of the ongoing pan-
demic on economic activity it is assumed that Q4 estimates of the variables, making up EAI, at
the current period are based on the reported data for October, in particular industrial produc-
tion, construction index, retail trade turnover, M1 and VAT revenues. While the Q4 reading of
the industrial capacity utilisation is available, the rest of the variables have been taken with a
one-lag period and their impact on EAl is based on Q3 data.

Source: MF

This issue is based on statistical data published up to December 31, 2020. Contents may be used
without special permission; however, due acknowledgement is requested. The estimates and

comments should not be regarded as recommendation for investment decisions.

The cyclical position of EAI follows the
cyclical fluctuations in the euro area. In
Q3, €-coin? decreased to its lowest-hit
level since 2009, as a result of the weak-
ened industrial production and interna-
tional trade. However, there were some
positive signs thereafter and the esti-
mated cyclical position in the euro area
is likely to enter positive territory in Q4.
€-coin moved upwards in September
and October, benefitting from the on-
going moderate recovery in consump-
tion and manufacturing. Moreover, in
November €-coin turned positive which
essentially reflected the strong real GDP
rebound in the euro area in Q3. On the
grounds of the estimated high degree of
synchronization between the <€-coin
and EAI (0.7 in the current period), the
cyclical position of the Bulgarian econ-
omy is expected to improve in the forth-
coming months.

In compliance with the upward expecta-
tions for the cyclical component, the
preliminary estimate for the overall EAI
indicator for Q4 also improves but re-
mains in negative territory. Further ex-
pectations include EAI dynamics to cor-
respond with the GDP lower rate of de-
crease.
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See “Rationale and Methodology of the EAI”

For more detailed data and methodological notes on
€-coin, monthly estimates of the economic activity in
the euro area visit http://eurocoin.cepr.org/. Data
have been averaged to make the comparison with the
quarterly EAI possible. In addition, since €-coin ex-
cludes only short-term (seasonal) fluctuations in euro
area business activity, it was also necessary to elimi-
nate the long-term trend in the time series, using the
Hordrick-Prescott filter.
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