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ii)exponential trend :
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since R-square for exponential is greater than linear model. Exponential model is appropriate.
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Hello all,
Trend component- a long-term increase or decrease in the data which might not be linear. Sometimes the trend might
change direction as time increases.

Cyclical component- exists when data exhibit rises and falls that are not of the fixed period. The average length of cycles is
Ionger than the length of a seasonal pattern. In practice, the trend component is assumed to include also the cyclical
component. Sometimes the trend and cyclical components together are called as trend-cycle.

Seasonal component- exists when a series exhibits regular fluctuations based on the season (e.g. every
month/quarter/year). Seasonality is always of a fixed and known period

Irregular component- a stationary process,

We use an additive model when the magnitude of the seasonal fluctuations does not vary with the level of time series;
We will use the multiplicative model when the seasonal fluctuations increase or decrease proportionally with increases
and decreases in the level of the series.
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The scatter plot s as follows:
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From the scatter, the plot clearly shows the exponential trend.

With linear trend the scatter plot
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With the exponential trend, the scatter plot is as follows
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From the linear trend model, R2=0.7202 which means the estimated regression model explains 72.02% variation of the
total variation of the true model.

From the exponential trend model, R2=0.8913 which means the estimated regression model explains 89.13% variation of
the total variation of the true model.

since for the exponential model, R2 is greater than the linear trend R2 therefore the best regression model is the

exponential regression model.
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scatteplot of data is,
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from graph. there s increasing trend i.e. positive trend.




