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Introducing the ING weekly economic
activity index for the eurozone

Economic activity has been on a rollercoaster thanks to Covid-19 and the
measures taken by governments to curb the spread of the virus. We
have developed an indicator to track economic activity from week to
week to get a sense of how the eurozone economy is performing

Innovation allows for high frequency tracking of economic
activity

Thanks to longer term trends in digitalisation, transparency and the urgent need for quick
economic guidance in the pandemic, the pool of data for tracking economic activity in almost
real time has grown significantly. Researchers and policy makers now have access to new and
innovative data sets, the most known probably being Google mobility reports.

The pandemic has also shown just how useful high frequency indicators can be. High-
frequency data can be volatile, but the swings in economic activity associated with lockdowns
and other restrictions are clearly visible, and have been closely associated with GDP outturns
so far (Chart 1).
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Chart 1 - Google mobility data and GDP growth
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This relationship may fade again once life goes back to normal, making it difficult to isolate the
information from the noise in high frequency data once economic swings reduce to tenths of a
percentage point. In the meantime, the process of opening up is not likely to be smooth, so
these measures are likely to provide value as long as the “corona economy” remains in place.

Creating an index for tracking eurozone economic activity

Based on similar economic activity data calculated by the Bundesbank and the New York
Federal Reserve, ING's indicator uses open access data covering the activity of both households
and firms in the economy to construct a eurozone economic activity index. Our indicator, the
ING weekly economic activity index (ING-WAI) for the eurozone is based on data from the five
largest countries: France, Germany, Italy, the Netherlands, and Spain, which together
represent about 83% of the eurozone’s output.

The underlying data of the index

* Google searches for “unemployment” and “unemployment benefits”
The data shows the number of times these search terms are used per day in a given
country. People may use these search terms when they lose their jobs or expect to do
so. This means that a higher quantity of Google searches may indicate an increase in
unemployment and a decrease in economic activity. We translate the search terms into
the relevant language for each country.

e Google Community Mobility data
"The data show how visitors to (or time spent in) categorized places change compared
to our baseline days. A baseline day represents a normal value for that day of the week.
The baseline day is the median value from the 58week period Jan 3 - Feb 6, 2020" \Ne
use separate series for retail and recreation, groceries, and workplaces, so that the data



https://www.bundesbank.de/en/statistics/economic-activity-and-prices/weekly-activity-index
https://www.newyorkfed.org/research/policy/weekly-economic-index#/
https://www.newyorkfed.org/research/policy/weekly-economic-index#/
https://www.google.com/covid19/mobility/
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provides information about household consumption as well as work not being
conducted at home. In each case, higher mobility scores indicate an increase in
economic activity.

* NO2 emissions
The data, published by the European Environment Agency (EEA), show emissions of
nitrogen dioxide for each country. NO2 is a chemical associated with industrial
production and road traffic, and increases indicate increases in economic activity.

e Energy consumption
The data, published by the association of European transmission system
operators (ENTSO-E), shows the consumption of electricity for each country. The main
consumers are firms, but use by households is also captured. Increases in energy
consumption indicate higher levels of economic activity.

¢ Trucking mileage (Germany only)
The data shows the distances travelled along motorways in Germany, an indicator of
the amount of goods being transported to industry as inputs, and to wholesale and
retail outlets. Trucking mileage can also reflect the status of supply chains, with hold-
ups causing decreases in mileage.

How it’s made

We transform the data to weekly series, giving a dataset from 2019 to the most recent week.
We invert the Google search data so that increases indicate an increase in economic activity.
For the Google mobility data, we create a synthetic time series starting in 2019 and running to
2020 week six, with the mean and standard deviation equal to weeks seven to nine of 2020.
(Without this step, the short time series of the Google mobility data would limit our ability to
include longer time series of the other variables.) For NO2 emissions, energy consumption and
trucking mileage, we seasonally adjust the data and then de-trend each series by taking
differences from a 12-month rolling average.

We then normalise the seven data series (eight in the case of Germany) and calculate the first
principal component for each country. This component captures one of the dynamics causing
movements in our data. (For an overview of Principal Component Analysis, please see for
example, this tutorial.) The ING-WAI is then calculated as the GDP-weighted average of the first
principal component from each the five countries. For ease of interpretation, we index the
average of the series to 100.

How the index tracks economic activity

The most recent reading of the weekly indicator shows how economic activity in the past week
compares to the average over the entire series (represented by 100). Chart 2 below shows the
indicator as of the week beginning 28 December. The sharp drop in economic activity from the
first lockdown between weeks 9-13 was followed by a recovery, which had levelled off in weeks
29-40 (broadly the third quarter). With most countries implementing new restrictions,


https://www.cs.princeton.edu/picasso/mats/PCA-Tutorial-Intuition_jp.pdf
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economic activity has taken another dive, starting week 51.

Chart 2 - ING weekly economic activity indicator
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To get a sense of what the weekly indicator means for quarterly GDP growth, we also calculate
a rolling average of the past 13 weeks on the 13 weeks before that. This gives a first look at
quarterly GDP growth once the end of each quarter is reached, when a scaling factor is applied.
The comparison between this rolling quarterly average, and GDP growth is shown in Chart 3.

Chart 3 - ING-WAI and quarterly GDP growth
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Looking ahead

As the economy changes, the relevance of different indicators for measured economic activity
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will change. This indicator is designed to pick up the pronounced changes in economic activity
caused by the Covid-19 virus and the measures being taken to contain it. Over time, the
indicator may start to miss changes in economic activity due to the volatility of the high-
frequency data or the composition of the indicator.

The indicator is easily adjusted to include different Google search terms, and other data
sources. In time, it will be important to capture different countries’ experiences of opening up,
and we may need to adjust the country coverage if there are markedly different approaches
within the eurozone. If changes are made, we will record these changes in this methodology
document while we continue to publish the indicator.

Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for
information purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms
part of ING Group (being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the
publication is not an investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to
purchase or sell any financial instrument. Reasonable care has been taken to ensure that this publication is not untrue or
misleading when published, but ING does not represent that it is accurate or complete. ING does not accept any liability for
any direct, indirect or consequential loss arising from any use of this publication. Unless otherwise stated, any views, forecasts,
or estimates are solely those of the author(s), as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any
person for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the
Dutch Central Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority
for the Financial Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In
the United Kingdom this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V.,
London Branch is authorised by the Prudential Regulation Authority and is subject to regulation by the Financial Conduct
Authority and limited regulation by the Prudential Regulation Authority. ING Bank N.V., London branch is registered in England
(Registration number BRO00341) at 8-10 Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this
report or effect transactions in any security discussed herein should contact ING Financial Markets LLC, which is a member of
the NYSE, FINRA and SIPC and part of ING, and which has accepted responsibility for the distribution of this report in the United
States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.


https://www.ing.com

