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Main works done in 2015 on the basis of the WB
Extrapolation DB (157 countries; 2005-2013)

The following tasks were carried out:

= Reviewing / Validating the input data (CPI: C1-C13; NA Exp & Defl:
M1-M7; POP, XRs): 6 Regions (AFR, ASI, CIS, EUO, LA, WA) + Singleton
(GEO, IRN) => Covering, Availability, Reliabiliity

* Conducting estimation of the non-benchmark year Global PPPs and
PPPs the main ICP regions by different aggregation levels

= Determining the most feasible estimation approach (G; M; C+M)

To evaluate - What the aggregated level (GDP deflator, C1-C13+M1-M7,
M1-M7) is the most appropriate / practicable for the extrapolation? What
are differences between results obtained by different aggregated levels?

= Report on the estimation approach as well as key findings for the
review by the WB and the ICP Regional Coordinating Agencies
(October 2015)



Validation (analysis) of Input data (8 Rounds)

CPI: 12 main product HFCE groups (2011 =100)
= Applicability as NA deflators?

= Methodological different price concepts — Health, Education) =>
= Applicability as PPP extrapolators?

= Significant differences between PPP and CPI baskets
= Limited comparability of the CPI figures between the countries

NA deflators: 6 main GDP aggregates (M1+M2, M3-M7)

= Consistency between HH deflators and CPI-Total; other price indices
= Even for the figures from the official websites should be checked

GDP Exp.: (M1+M2, M3-M7) & HFCE (C1-C13)

= Even for the figures from the official websites should be checked
= Missing data => Use of the structure of a benchmark year

= General point: SNA’93 / ESA’95 vs. SNA'08 / ESA’10?




Extrapolation of Global and Regional PPPs
(GDP, M1 + M3-M5; C1 — C12) — without fixity

Extrapolated Global PPP to USD:

Global PPP “Country X / USA” for year (2011+t) =
Global PPP “Country X / USA” for year 2011 * (Def X2011+t/2011 / Def YSA2011+t/2011)

Regional PPPs to Base currency:

Regional PPP “Country X / Reg.B” for year (2011+t) =
Regional PPP “Country X/Reg.B” year 2011*(Def X2011+%/2011/pef Reg.B2011+/2011)

= Extrapolation of Global and Regional is done separately for GDP,
C1-C12, M1-M5
= NA deflators - for GDP and M1-M5 aggregates
= (Pl data —for Consumer Headings (C1-C12)
= Yearly XRs — for M7 (,,Net exports“) and C13 (,,Net touristic consumption®),
M6 (,Changes in inventories and valuables®) — ref. PPPs



Calculation of extrapolated aggregated PPPs:
possible approaches

Three approaches were feasible for GDD-PPPs:
1) No aggregation = Global extrapolation => G version

2) Intermediate version => EKS at the level of main aggregates
M1 + M3-M7 => M version:{6 categories)

3) Detailed version => EKS for C1-C13 & M3-M7 =>
C+M version:{13+5 = 18 categories)

=sSimilar calculations were done for AIC

="For HFCE one can compare two versions:

= by NA deflators vs. C1-C13 aggregation



Summary of 2015 experiments: Years 2005-2013

PLI by different approaches for each year were compared and the
differences were calculated:

* The PLIs of Global extrapolation was used as the basis
* The original ICP 2011 PLIs were used for year 2011
All PLIs were presented the base World = 100 (unweighted GM)

Such presentation is more neutral and more appropriate for the
evaluation than the PPPs with the base USD =1.

* The Regional PLI averages (unweighted GM, World =100) were also
calculated and compared

These average Regional PLIs can be used as quasi-Linking Factors = CAR-PPP
approach (as it is used by the Eurostat-OECD, to keep sub-regional fixity)



Extrapolation of ICP 2011 PPP: Av Reg PLIs as LFs

PLI“Country/World”=PLI“Country/Region”*PLI“Region/ World”

Regional PLIs (World157 = 100)
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Inclusion of new Regional results in the extrapolated results

= Regional updates of PPPs with regional fixity (by CAR-PPP or CAR-Volume approaches):
(there is no necessity in new Linking factors, but Regional Averages / Totals should be used)

Fictive example for the integration of new Regional PPPs into the extrapolated Global set for Year t
(two AFR and two EU-OECD countries: AFR - no new PPP; EU-O - new PPPs)

New OECD PPPs - Integration CAR-PPP New OECD PPPs - Integration CAR-Volume

Versionl EU-0=1
OECD new = (EU-O Country new /GM EU-O new);
AFR = (Cou-Afr extrap / GM EU-O extrap)

PPP PPP Extrap NewEU-O NewEU-O NewEU-O CAR  NewPPP New PPP
ICP Extrap New EU-O EU-0 =1 USA=1 EU-0 =1 Exp (NC) *) 2011-Extrap RV (USD) PPP RV(USD) RV-Sh RV(USD) NVIRV=1 USD=1

AFR1 4 2.8284 4.899 2.8284 AFR1 100 4 25 25 4.000 4438
AFR2 3 21213 3.674 2.1213 AFR2 300 3 100 100 3.000 3.328
EU-01 2 3 173217 3.000 1.7321 EU-01 840 2 420 3 280 21.9 I 2.704 3.000
EU-02 (USA) 1 1 05774 1.000 0.5774 EU-02 (USA) 1000 1 1000 1 1000 781 1109 0.901 1.000
GM-W 2.2134 1.5651  2.7108 1.5651 RV-W 1545 1545 GM-W 2.5800
GMEU-0 " 1.4142 1.7321 1.0000 1.7321 1.0000 RVEU-O 1420 1280 100 1420 GM EU-O 1.7321

*) Recent figures for Exp (NC) are used always
Version2 World =1
OECD new = (GM EU-O extrap / GM W extrap)*(EU-O Country new / GM EU-Onew)  The same PPPs but different expenditiure (new PPPs depends only on new EU-O data)

AFR = (Cou-Afr extrap / GM W extrap PPP Extrap NewEU-O NewEU-O NewEU-O CAR  NewPPP New PPP
Exp (NC) *) 2011-Extrap RV (USD) PPP RV(USD) RV-Sh RV (USD) NV/RV=1 USD=1

PPP AFR1 800 4 200 200 4.000 4.204

2011ICP NewEU-0 W=1 USA=1 EU-0 =1 AFR2 450 3 130 130 3.000 3.133

AFR1 4 1.8072 4.899 2.8284 EU-01 510 2 255 3 170 10.2 179 2.855 3.000

AFR2 3 1.3554 3674 21213 EU-02 (USA) 1500 1 1500 1 1500 89.8 1576 0.952 1.000

EU-01 2 3 1.1067 3.000 1.7321 RV-W 2105 2105 GM-W 25111

EU-02 (USA) 1 1 0.3689 1.000 0.5774 RV EU-O 1755 1670 100 1755 GM EU-O 1.7321
GM-W 2.2134 1.0000  2.7108 1.5651 *) Recent figures for Exp (NC) are used always

GM EU-O 1.4142 1.731 0.6389 1.731 1.0000



Conclusions, recommendations, further steps

= Present set of input data contains still problematic points

= They should be reviewed further together with the ICP Regional
coordinators and the extrapolated results should be recalculated

= Provisional conclusion => The extrapolation and further aggregation
at the level of the NA main aggregates (M version) seems to be the
most practicable version, to obtain plausible GDP and AIC PPPs

[The Eurostat-OECD experience shows that if there is no new price data then even the
Global extrapolation at the GDP level brings very close results as the aggregation of
extrapolated PPP with the exception for the countries with high changes in “Terms of
Trade”. Version M uses yearly XRs for “Net exports” => Therefore this problem is
eliminated here]

= Regional updates (PPPs, etc.) should be collected, to obtain
extrapolated results with regional fixity



Thanks for listening
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