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The Importance of Data:
The Good, The Bad, and The Big



Data and the Fed



Fed Data and Communication

Source: Prestige Economics



Fed Statement from January 2004

Source: Federal Reserve, Prestige Economics, LLC



Fed Statement from June 2017

Source: Federal Reserve, Prestige Economics, LLC



Fed Schedule for 2004

Source: Federal Reserve, Prestige Economics, LLC



Fed Schedule for 2017

Source: Federal Reserve, Prestige Economics, LLC



Fed Quarterly Forecasts – Table

Source: Federal Reserve, Prestige Economics, LLC



Fed Quarterly Forecasts – Distribution of Forecasts

Source: Federal Reserve, Prestige Economics, LLC



Fed Quarterly Forecasts – The Dotplot of Individual Forecasts

Source: Federal Reserve, Prestige Economics, LLC



Is More Data Better Data?

The Big Question is:
Does it Help?



Yellen’s Take the Situation

“Our ability to predict how the federal funds rate will
evolve over time is quite limited."



Regional Fed GDP Forecast – Atlanta Fed

Source: Federal Reserve, Prestige Economics, LLC



Regional Fed GDP Forecasts – New York Fed

Source: Federal Reserve, Prestige Economics, LLC



Regional Fed GDP Forecasts – St. Louis Fed

Source: Federal Reserve, Prestige Economics, LLC



Prestige Economics Forecasting Examples



Bloomberg News #1 Rankings for Prestige Economics in 23 Different Categories Since 2011

Prestige Economics Has Been Top Ranked
Based on Forecasts Produced Every

Quarter Since Being Founded in 2009

#1 WTI Crude Oil Price Forecaster in the World
#1 Brent Crude Oil Price Forecaster in the World
#1 Henry Hub Natural Gas Price Forecaster in the World

Source: Bloomberg News

#1 Gold Price Forecaster in the World
#1 Platinum Price Forecaster in the World
#1 Palladium Price Forecaster in the World
#1 Industrial Metals Price Forecaster in the World
#1 Copper Price Forecaster in the World
#1 Aluminum Price Forecaster in the World
#1 Nickel Price Forecaster in the World
#1 Tin Price Forecaster in the World
#1 Zinc Price Forecaster in the World
#2 Precious Metals Price Forecaster in the World
#2 Silver Price Forecaster in the World
#2 Lead Price Forecaster in the World
#2 Iron Ore Forecaster in the World

Top Metals Rankings

#1 Euro Forecaster in the World
#1 British Pound Forecaster in the World
#1 Swiss Franc Forecaster in the World
#1 Russian Ruble Forecaster in the World
#1 Brazilian Real Forecaster in the World
#4 Japanese Yen Forecaster in the World
#5 Major Currency Forecaster in the World
#5 Australian Dollar Forecaster in the World
#1 EURCHF Forecaster in the World
#2 EURJPY Forecaster in the World
#2 EURGBP Forecaster in the World
#2 EURRUB Forecaster in the World

#1 Coffee Price Forecaster in the World
#1 Cotton Price Forecaster in the World
#1 Sugar Price Forecaster in the World
#1 Soybean Price Forecaster in the World

Top Agricultural Rankings

Top Currency Rankings

#1 Non-Farm Payroll Forecaster in the World
#2 Unemployment Rate Forecaster in the World
#3 Durable Goods Orders Forecaster in the World
#7 ISM Manufacturing Index Forecaster in the World

Top Economic Rankings

Top Energy Rankings



Source: IMF, Prestige Economics, LLC

IMF Growth Forecasts Show Modest Growth

IMF Growth Forecasts (July 2017)
Annual Forecasts

Real GDP, Year-over-Year % Change

2016 2017 2018

Global 3.2 3.5 3.6
Eurozone 1.8 1.9 1.7

U.S. 1.6 2.1 2.1
Japan 1.0 1.3 0.6
U.K. 1.8 1.7 1.5

Canada 1.5 2.5 1.9
Brazil -3.6 0.3 1.3
Russia -0.2 1.4 1.4
India 7.1 7.2 7.7

China 6.7 6.7 6.4



Global PMIs Lead Growth and Drive Markets

Source: Markit, Econoday, Prestige Economics, LLC



Metal and Energy Prices



Oil Prices

Source: Prestige Economics, eSignal



Steel Prices

Source: Prestige Economics, eSignal



Aluminum Prices

Source: Prestige Economics, eSignal



Copper Prices

Source: Prestige Economics, eSignal



Government Data Problems: Material Handling



Forecasts: Market Value in Billions

Source: Prestige Economics, LLC
Domestic Demand = Shipments plus Imports less Exports

2014 2015 2016 2017 2018 2019

New Orders 30.3$ 33.7$ 36.7$ 38.0$ 38.9$ 36.2$

Shipments 29.2$ 32.0$ 36.0$ 36.6$ 36.8$ 33.8$

Unfilled Orders (Average) 9.4$ 11.0$ 12.1$ 12.6$ 13.1$ 12.2$

Inventories (Average) 4.0$ 4.3$ 4.6$ 5.1$ 5.1$ 5.1$

Imports 6.3$ 6.9$ 6.6$ 7.4$ 7.7$ 7.0$

Exports 5.6$ 5.8$ 4.9$ 5.3$ 5.7$ 5.4$

Net Imports 0.7$ 1.1$ 1.7$ 2.1$ 2.0$ 1.6$

Domestic Demand 30.0$ 33.0$ 37.7$ 38.7$ 38.7$ 35.4$

2014 2015 2016 2017 2018 2019

New Orders 30.8$ 29.3$ 32.3$ 34.8$ 36.4$ 37.6$

Shipments 29.6$ 28.9$ 31.6$ 34.3$ 35.9$ 37.0$

Unfilled Orders (Average) 9.6$ 10.5$ 10.9$ 12.2$ 12.7$ 13.2$

Inventories (Average) 4.0$ 4.3$ 4.6$ 4.7$ 4.9$ 5.0$

Imports 6.3$ 6.9$ 6.6$ 7.5$ 7.8$ 7.2$

Exports 5.6$ 5.8$ 4.9$ 5.2$ 5.8$ 5.7$

Net Imports 0.7$ 1.1$ 1.7$ 2.3$ 2.0$ 1.6$

Domestic Demand 30.4$ 30.0$ 33.3$ 36.6$ 37.9$ 38.6$

Forecasts Before Revisions: Market Value in Billions

Material Handling Data – Government MHEM Data



Prestige Forecast Accuracy Beat MHEM Historical Data

Source: Prestige Economics, LLC



How Could This Happen?

Qualitative Data Has Value:
The Plural of Anecdote is Data



One Solution: Use Survey Data

Source: MHI, Prestige Economics, LLC



Also Survey Data: Global PMIs

Source: Markit, Econoday, Prestige Economics, LLC



Specification Matters



The Example of Chinese Data

Official GDP vs. Caixin:
6.7% GDP versus Recession



Source: FRED, BLS,, Prestige Economics, LLC

Example of Problems We Don’t Think About – Jobs Numbers We Trust, Like Unemployment



Source: FRED, BLS,, Prestige Economics, LLC

Problems We Don’t Think About – Labor Force Participation



Technology and Data



90% of the world’s data has been created in the last two years.

Unfortunately, it seems that 90% of the jargon to discuss data has also
been created in the last two years as well:

The Internet of Things
Machine Learning
Data Visualization

Big Data

Lots of Data – Lots of Jargon



Internet of Things (IoT) Will Generate a Lot More Data

NOW SOON

Source: Prestige Economics, Adobe Stock



There is a Process



 FORMULATE THE RIGHT QUESTION
 SCOPE THE PROJECT
 COLLECT THE DATA
 CLEAN THE DATA
 ANALYZE THE DATA
 TEST THE RESULTS
 RETEST THE RESULTS WITH FUTURE DATA

Seven Critical Steps to Getting the Most Out of Your Data



While internet connected devices are collecting data
at all times, a human is the one who will take the data
from the machine to determine actionable insights.

Use Einstein’s Framework.

Formulate the Right Question



Scope the Project

Measure twice, cut once.



Collect the Data

No Aardvarks: Make sure the data answer your question.



Data needs to be consistent across time periods, uses
the same units of measure, is for the same time
period, and is formatted correctly.

Clean the Data



The is the easiest part of the process,
but worthless without the right data.

Analyze the Data



Technology is Making Analysis Easier



Test Your Data and Retest Your Data

Test your results until you have success.



Retest Your Data

Retest your findings with future data – because
relationships between data change over time.



 FORMULATE THE RIGHT QUESTION
 SCOPE THE PROJECT
 COLLECT THE DATA
 CLEAN THE DATA
 ANALYZE THE DATA
 TEST THE RESULTS
 RETEST THE RESULTS WITH FUTURE DATA

Just Follow the Process!



Forecasting is a Process of Trial and Error.

Keep in Mind:



Get Above the Monkey Line



The Monkey Line: Trading Shows the Value of Information

Information
Low HighSource: Recession-proof
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One Final Point



Everyone Knows

Source: Prestige Economics



Disclaimer

All commentary provided by Prestige Economics, LLC or any of its employees is commentary
intended for general information use only and is not investment advice. Prestige Economics, LLC
does not make recommendations on any assets, investment types, asset classes, non-regulated
markets (e.g. FX, commodities), specific equities, bonds, or other investment vehicles. Prestige
Economics LLC does not guarantee the completeness or accuracy of analyses and statements, nor
does Prestige Economics assume any liability for any losses that may result from the reliance by
any person or entity on this information. Opinions, forecasts, and information are subject to
change without notice. Reports do not represent a solicitation or offer of financial or advisory
services or products, and are market commentary intended and written for general information
use only. No part of this presentation may be circulated, quoted, reprinted, or otherwise
reproduced for without prior written approval from Prestige Economics LLC. This material is not a
complete record of the presentation and discussion led by Prestige Economics LLC.

Prestige Economics, LLC
Copyright © 2009 – 2017
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Free Reports, Podcasts, and Videos


