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Application of Seasonal Adjustment using Time-Varying Trading-day Effects Model
: Example of the Total Hours Worked Index
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In seasonal adjustment of original series including trading-day effects due to the periodicity of the calendar, the
trading-day effects are often estimated using the fixed trading-day effects model: a regression model that assumes
the trading-day coefficients are constant over time. However, this is not always a realistic assumption because the
trading-day coefficients can change over time.

In this paper, regarding the seasonal adjustment of the total hours worked index in the monthly labour survey,
we estimated and evaluated seasonal adjustment series using the time-varying trading-day effects model.

According to the analysis results, the time-varying trading-day effects model showed reliable results compared
to the fixed trading-day effects model in terms of model fitting, and residual trading-day effects in the seasonal
adjustment series. This suggests that the time-varying trading-day effects model has a possibility of improving the

accuracy of seasonal adjustment for original series including trading-day effects.

Key Words: Seasonal adjustment, State space model, Time-varying trading-day effects model,
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