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Filtering out high frequencies in time series using
F-transform™
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Abstract

In this paper, we will focus on the application of fuzzy transform (F-transform)
in the analysis of time series. We assume that the time series can be decom-
posed into three constituent components: the trend-cycle, seasonal component
and random noise. We will demonstrate that by using F-transform, we can
approximate the trend-cycle of a given time series with high accuracy.

Keywords: Fuzzy transform, F-transform, time series, decomposition model.
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This paper is devoted to analysis of time series using fuzzy transform (in
short, F-transform — see [10]). In accordance with the standard approach, we
assume that the time series can be decomposed into a trend-cycle T'C, a seasonal
component S and a random noise R (cf., for example, [2]). Moreover, we will
assume that the seasonal constituent component S is a mixture of periodic
functions, while the trend-cycle T'C can be arbitrary. In this paper, we will
show that using the F-transform, we can filter out the seasonal component S
and significantly reduce the noise R. What remains is the trend-cycle that
is thus approximated with high accuracy. This result is a strong support for
the argument that the F-transform is a powerful tool which can be effectively
applied in the analysis of time series.

Motivation for this paper comes from the following general characterization
of the trend-cycle introduced in OECD Glossary of Statistical Terms:

The trend-cycle of a time series is the component that represents
variations of low frequency in a time series, the high frequency fluc-
tuations having been filtered out. This constituent component can
be viewed as those variations with a period longer than a chosen
threshold (usually 1 year is considered as the minimum length of the
business cycle).

This characterization provides the basic idea without formal explication of the
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used terms. A more detailed inspection reveals the assumption that the time
series can be decomposed as outlined above. The trend-cycle can be represented
by a sufficiently smooth function without clear periodicity or periodic but with
periodicity significantly longer than any of the periodicities forming the seasonal
constituent component S.

In standard statistical methods used in the analysis of time series, the trend-
cycle is assumed to be formed by some, usually simple, function (quite often a
linear one) that is usually extracted using regression analysis (cf. [5]). We argue
that this approach is dubious since one can hardly suppose that the trend-cycle
TC takes a simple course on the whole domain. As will be seen later, the F-
transform makes it possible to consider the trend-cycle TC to be a function of
arbitrary shape and thus, to extract T'C'in its true form, whatever it is. At the
same time, it provides precise analytic expression for T'C.

The problem solved in this paper is similar to signal filtering, where the task
is also to remove high frequencies present as noise in a signal. Our approach,
however, differs from the classical signal filtering theory, where it is assumed that
the function is formed of (infinite) number of sinusoidal functions and filtering
is based on removing functions with high frequencies (cf. [14]). Last but not
least, the F-transform is computationally simple and so, very fast algorithms
are at our disposal.

Results of this paper extend the results from [6, 13]. For the other papers in
which the F-transform was applied to the analysis and prediction of time series,
see [7, 8, 9].

The structure of this paper is the following. In Section 2, we briefly overview
the main notions of the F-transform theory with the focus to the properties
needed further. The main part of the paper is Section 3, where we prove that
under specific conditions, the F-transform filters out seasonal constituent com-
ponent consisting of high frequencies and reduces the random noise so that
only the trend-cycle T'C remains. The section is finished by a simple example
demonstrating the theoretical results.

2. Preliminaries

In this section, we will briefly review the main principles of the F-transform.
Detailed explanation of the general theory can be found in [10, 11, 12].

Let U be an arbitrary (nonempty) set called a universe. By a fuzzy set in
the universe U we will understand a function A : U — [0,1]. By .#(U) we
denote the set of all fuzzy sets on U.

The F-transform is a special technique that can be applied to real continuous
functions f, defined on an interval [a,b] C R. The essential idea of F-transform
is to transfer f into another, simpler space, and then to transfer the respective
image back. The latter space consists of finite vectors obtained on the basis of
the well formed fuzzy partitions of the domain of the given function. Thus, the
first step called direct F-transform results in the vector of averaged functional
values. The second step called inverse F-transform converts this vector into
another continuous function f, which approximately reconstructs the original f.



2.1. FO-transform

Let a function f of a real variable be defined on an interval [a, b]. To apply
the F-transform, we must first specify a fuzzy partition of [a, b].

Definition 1

Let n € N, n > 2, be given and ¢y < ... < ¢, be fixed nodes within [a, ], such
that ¢y = a,c, = b. We say that fuzzy sets Ay,..., A, € F([a,b]) form a fuzzy
partition of [a,b] if they satisfy the following conditions for k = 0,...,n:

1. Ak(Ck) = ].;

2. Ap(z) =0forz ¢ (ck—1,cks1), k =0,...,n where we formally putc_1 = a
and cp41 = b;

3. Ay is continuous;
4. Ay strictly increases on [ci_1, cx| and strictly decreases on [ck, Cr11];

5. for all z € [a, b,
> Ap(w) = 1. (1)
k=0

The fuzzy sets Ao, ..., A, are in the theory of F-transform called basic functions.
The most common is uniform fuzzy partition.

Definition 2
Let Ay,..., A, be a fuzzy partition of [a,b]. We say that it is uniform if the
following is satisfied:

(i) The nodes nodes ¢y = a,...,c, = b are h-equidistant, i.e. ¢, = a + kh,
k=0,...,n where h = =2

(ii) The basic functions are symmetric, i.e. Ag(cy — x) = Ag(ck + ) for all
x€l0,h]andk=1,...,n—1.

(iii) The following holds for all k = 1,...,n — 1 and z € [xg, Xk41]:

Ak(x) = Ak,1(1' — h),
Ak+1(£L') = Ak({E — h)

Let us remark that shapes of the basic functions are not predetermined and
can be chosen on the basis of additional requirements. In the following text, we
will always assume that the considered fuzzy partition is uniform. By width of
a fuzzy set Ay, we understand the width of its support. In case of the uniform
fuzzy partition, the width of each Ay is 2h (except for Ag and A,, where it is h).

In this paper, we will work with triangular fuzzy sets defined by:

t_c%) te [Ck‘flack]v

awm={ " @)
Lt € [er, Gy



for all £k = 0,...,n (for Ag and A,, we consider in (2) only the interval
[co,c1] and [e,—1,cy], respectively). Note also that fc?:l Ag(z)dz = h and

f(:Hl Ak(x)dx = %
It should be noted that the fuzzy transform can also be defined with respect
to a more general fuzzy partition, in which some of the conditions of Definition 1

are relaxed, for example condition 5. The details can be found in [4].

Definition 3

Let a fuzzy partition of [a, b] be given by basic functions Aq, ..., A,,n > 2, and
let f : [a,b] — R be an arbitrary continuous function. The (n + 1)-tuple of
real numbers F(f] = (Fo[f],..., Fnlf]) given by

_ iy f@)A(@)da

Eilf f; Ag(z)dz

, k=0,...,n, (3)

is called direct fuzzy transform (F-transform) of f with respect to the given
fuzzy partition. The numbers Fy[f],..., F,[f] are called components of the F-
transform of f.

In case that the partition is h-uniform, computation of the components can be
simplified as follows:

Rlfl=3 [ f@a@a ad Bi=3 [7 @4 @
Filf] = %/+ f@A@)dr,  k=1,...n—1. (5)

It should be noted that the components of the F-transform are weighted
mean values of the original function, where the weights are determined by the
basic functions; see, e.g., [10].

In practice, the function f is often given not analytically but in the form
of data — results of some measurements. In this case, Definition 3 must be
modified in such a way that the definite integrals in (3) are replaced by finite
summations. In this case, we speak about discrete F-transform.

The F-transform of f with respect to the fuzzy partition Ag, ..., A, will be
denoted by F[f] = (Fo[f],--., Fn[f]). If the function f is clear from the context
then the “[f]” in F;[f] can be omitted.

As can be seen from (4), the boundary components Fy[f] and F,[f] are
computed using only halves of the basic functions, which leads to less precision
on the boundary of the interval [a,b]. Therefore, we will often consider the
F-transform only as the vector of inner components F[f] = [F1[f],..., Fn_1[f]]-

Important property of the F-transform is its linearity; namely, if h = of +
Bg € Cla,b] then

F(h] = a[f] +7F[g].

The original function f can be approximately reconstructed from F[f] using
the following inversion formula.



Definition 4
Let F[f] be the direct F-transform of f with respect to the fuzzy partition

Ao, ..., A, € F([a,b]). Then the function f given on [a,b] by

n

f@) =" Fulf]- Ax(2), (6)

k=0
is called the inverse F-transform! of f.

The inverse F-transform f is a continuous function on [a,b]. Moreover, the
linearity property holds for it too, i.e., if h = af 4+ B¢ € Cla, b] then

h=af+v§

provided that the fuzzy partition is fixed. For various properties of the F-
transform and detailed proofs — see [10].

In our analysis below we will also consider the case when f : [a,0] — C
being a complex-valued function of a real variable. Due to the linearity property
of the F-transform, we can write the direct F-transform of f as

F[f] = F[Re(f)] + i F[Im([)].
Hence, the inverse F-transform of f becomes

f = Re(f)+iIm(f),

or in more detail

fa) =" FrlRe(f)] - Ar(z) +i Y FilIm(f)] - Ax(x).
k=0

k=0

2.2. F™-transform

The F-transform presented above can be further generalized. Namely, we can
introduce higher-degree F-transform (F™-transform, m > 0). Its components
are polynomials of degree m. Thus, the original F-transform described above
coincides with the FO-transform. Below, we will overview the main points of
the F™-transform. Detailed definitions, theorems and their proofs can be found
in [12] where the F™-transform was introduced.

Let us fix an interval [a,b] of reals. The fuzzy partition will be taken over
“full” fuzzy sets, i.e. we will consider only Ai,..., 4,1 € F([a,b]), n > 2.
Let k be a fixed integer from {1,...,n — 1}, and Lo(Ay) be a Hilbert space of
square-integrable functions f : [zx_1,Zk+1] — R with the scalar product

JoE f@)g(a) Ay (x)da

<f7 g>k = ki}warl Ak(x)dx

Tk—1

I'We will use the term “inverse F-transform” in two meanings: (a) as the procedure for
obtaining the estimation of f and (b), as the resulting function (6) approximating f.



By Lo(A1,...,An—1) we denote a set of functions f : [a,b] — R such that
Fliew_vsenia] € Lo(Ag) forallk=1,...,n—1.

Definition 5

Let f : [a,b] — R be a function from Ls(As,...,A,—1) and m > 0 be a fixed
integer. We say that the n-tuple of polynomials F™[f] = (F{"[f],..., F1[f])
is an F™-transform of f with respect to the fuzzy partition Ag, ..., A, if

F[f) = BRPY + BiPy + -+ + B B

where . _
5= hI@B@A@E
[, Pi(2)P(2) Ax(z)dx

and P} are orthogonal polynomials of i-th order. The polynomial F;™[f] is called
k-th F™-transform component of f.

Each component approximates f in a certain area. Thus, the quality of
approximation increases with the increase of the degree of the polynomials.
The following can be proved:

(a) Each F™-transform component F;*[f], k = 0,...,n, minimizes the func-
tional

b
Bi(9) = [ (@) - o) Auo)d @
defined on elements g € LY*(Ay).

(b) If f is a polynomial of degree | < m then each F™-transform compo-
nent F;*(f], k = 1,...,n — 1 restricted to [ck_1,cr41] coincides with f
on [cr_1,Cry1]-

(c) Each F™-transform component FJ"*[f], k =1,...,n—1, satisfies the follow-
ing recurrent equation:

Flzn[f]:Flznil[f]"_BlTPlglv m=12,.... (8)
(d) The F™-transform of f is linear, i.e.
F[af +vg] = aF™[f] +7F™[g],

holds for all f,g € Lo(A4,...,A,_1), and for all o, 8 € R, where the equality
is considered over the respective vectors of components.

The following theorem characterizes the F!-transform of f with respect to a
h-uniform fuzzy partition Ay, ..., A,. Its proof can be found in [12].



Theorem 1
The vector of linear functions

F![f] = (8] + Bi(z — co),. .-, By + By (2 — cam1)) (9)
is the F'-transform of f with respect to the h-uniform fuzzy partition Ay, ..., An,_1,
where
Ck+1
er S (@) Ar(z)dx
B :f ot ; , (10)
g J SO — ) An(a)de "
C L @) A

forevery k=1,...,n—1.

Note that 3) = F?[f] where F{[f] is the component (5) (we added the su-
perscript 0 to emphasize that Definition 3, in fact, introduces zero degree F-
transform).

Corollary 1
If the partition Ay, ..., A, is uniform and the basic functions Ay have triangular
shape then (11) becomes

12 f:::l f(x)(x — c) A (z)dz
— -

Bi (12)

Similarly to the original F-transform, the inverse F™-transform of a function
f is defined as a linear combination of basic functions with “coefficients” given
by the F™-transform components.

Definition 6

Let f : [a,b] — R be a given function, m > 0 and F™[f] = (F{"[f], ..., F)1[f])
be the F™-transform of f with respect to the fuzzy partition Ay, ..., A,—1. Then
the function f™ : [a,b] — R defined by

@) = 3 P A () (13)
k=1

is called inverse F™-transform of f with respect to F™[f] and Ay,..., A,.

The following recurrent formula can be applied:

n—1

fr@) = M) + ) B P (x) Ar(x) (14)
k=1
where z € [a,b], m > 1.

Nice approximation properties of the F™-transform can be proved. Similar
to the case of the basic (zero degree) F-transform, the following can be proved:



if n — oo, where n is the number of basic functions Ay, ..., A,—1, then the
obtained sequence of inverse F"*-transforms f(% of f, where m > 1, uniformly

converges to f (see [12] for the details).
The following lemmas will be useful later.

Lemma 1
Let EQ[f], ..., FO[f] be components of the F°-transform w.r.t an h-uniform fuzzy

partition Ay, ..., A, € .Z([a,b]). Let f° be the inverse F-transform of f. Then
(a) [, f@)dz = h (32} FRIF) + 3(FS L)+ FELAD)-
(b) [} fx)dz = [ f(z)da.

PROOF: (a) was proved in [11].
(b) Under the assumptions, we obtain

b b _n n b
[ P@ds= [ 3R Ava)ds =Y B [ Auo)de =
a a k=0

by (a).

Lemma 2 ([10]) R
Let f : [a,b] — R be a continuous function and f its inverse F-transform (both
zero or first degree). Then

max |f(z) — f(2)| < 2\(h, f) (15)
z€la,b]
where
Alh, f) = max |f(z) — f(y)|
z,y€la,b]

is the modulus of continuity of f.

Let us remark that for first degree F-transform, this lemma follows from [12,
Lemma 2]. Note also that if the function f is smooth “without abrupt changes
in its course” then A(h, f) is small.

3. Analysis of time series using F-transform

In this section we will first provide precise definition of the time series taken
as a special case of the more general concept of complex-valued stochastic pro-
cess. Then, assuming additive decomposition of the time series into trend cycle,



periodic seasonal constituent component and noise we will show that the F-
transform can be effectively used for extraction of its trend-cycle. By proper
setting of the fuzzy partition we can either completely remove or significantly
reduce the functions forming the seasonal constituent component, as well as
significantly reduce the noise.

8.1. Decomposition of time series

Let us consider a complex-valued stochastic process (see [1, 3])
X:[la, b)) xQ—C (16)

where [a,b] C R is an interval of reals and (€, o/, P) is a probabilistic space.
For simplicity, we will usually suppose that a = 0.

By a time series we understand a stochastic process where [a, b] is replaced
by a finite set Q = {a =0,...,b = p} C N. Since all the results below derived
for a stochastic process (16) can be easily transformed also for the time series,
we will always consider (16), unless stated otherwise.

It follows from (16) that for each t € [a,b] the mapping X (¢t,w), w € Q is a
random variable. If we fix w € €2 then we obtain one realization of (16) and in
this case, we will write simply X ().

Our basic assumption is that X (¢,w) can be decomposed into three con-
stituent components, namely

X(t,w) = TC(t)+ S(t) + R(t,w), t € [a,b],w € Q, (17)

where TC'is a trend-cycle and S is a seasonal constituent component. Both T'C
and S are usual (i.e. non-random) real or complex-valued functions of a real
variable.

The component R(t,w) is a random noise. It is assumed to be a real station-
ary stochastic process, where each R(t) for ¢ € R is a random variable whose
joint distribution function

Ftl,,.,,tn(:zcl, A ,LL’n) = P({R(tl) < Tlyenny R(tn) < J,'n}), tl, A ,tn eR (18)
does not change with time shift, i.e.,
Ft1+7',“.,tn+‘r(x17 ey Tp) = Fyy.otn (w1000, )

for arbitrary 7 € R. We will, moreover, assume that R has a zero mean and
finite variance:

E(R() =p=0 and D(R(t) =0 > 0. (19)

In this paper, we consider the noise to be represented as the simplest possible
type of a stationary stochastic process (see, e.g.,[15, Example 1]), namely, as
the process of the type

R(t) = Ee™He (20)

10



where ¢ is a random variable with zero mean value and A a real number. It
is known (see, e.g., [15]) that, under reasonable conditions, every stationary
random process with 0 mean can be represented as a linear combination of
processes of type (20).

Finally, we will also assume that for each w € €, the corresponding real-
ization X (t) (and consequently, all its constituent components) is a continuous
function.

The seasonal constituent component S(t) is assumed to be a mixture of
complex-valued periodic functions

S(t) =Y P;e'Nittes) (21)
j=1

for some finite  where A; are frequencies, ; phase shifts and P; are amplitudes.
Thus, (17) becomes

X(t) = TC(t) + Z P;eXittei) 1 R(t), t € [a,b]. (22)

j=1

In particular, S(¢) can also be considered as a real function being a mixture
of real periodic functions

S(t) = ET: Pj sin()\jt + QOj). (23)
j=1

In the following text, we will apply the F-transform to a realization X (¢) of
the given stochastic process (taken as a real- or complex-valued function) in (22)
using an h-uniform fuzzy partition consisting of n triangular fuzzy sets Ay of the
width 2h over equidistant nodes ¢y, ..., c, where cx41 =cx+h, k=0,...,n—1
with the distance h = =2,

n

3.2. Removing seasonal constituent component

3.2.1. Basic idea
Note that by the linearity of the F-transform, the components of F[X] be-
come

F[X] = F[TC] + Z P;F[e!it+)] 1 F[R). (24)

In this and the subsequent subsections, we will demonstrate that components
of the F-transform of each summand in (24) as well F[R] either vanish or are
significantly reduced. This enables us to use F-transform for separation of the
trend-cycle T'C only.

Let us consider one periodic function Pe’**%) with the periodicity 7" and
frequency A where \ = 2% Because of the latter equality, we will, in case of

need, speak freely either about A or about T

11



For simplicity we will assume that a = 0, i.e. we will consider an interval
[0,0] and construct a h-uniform fuzzy partition where the distance h between
the nodes is related to the periodicity T by simple equality

h=dT (25)

where d > 0 is a suitable real number. Thus, we obtain a set of n > 2 equidistant
nodes

{co=0,¢c1=dT,...,ck1=(k—1)dT, ¢, =kdT, cxy1 = (k+1)dT,
.o, en=ndT =b}. (26)
One can immediately see that h = Q%d, ie. A= %. This means that when
h is fixed then higher d corresponds to higher frequency A\. We will argue below
that higher frequencies are filtered out after applying the F-transform.

3.2.2. Removing seasonal constituent component using FO-transform
In the following technical lemma we will compute components of the F-
transform of Pe!+¢) with respect to the fuzzy partition over (26).

Lemma 3

Let Pe!+%®) be a function with the frequency A and phase shift ¢. Let us fix
h and choose d € R so that h = dTwhere T = 2%. Finally, let (26) be a set
of (n + 1) h-equidistant nodes and Ay,...,A, be a fuzzy partition over (26)
such that each Ay, is the triangular fuzzy set (2) having the width 2h. Then the

components of the F-transform of Pe**+¥) are the following:

. Pet? .
E, [Pez(At+tP)] _ _4d§7r2 ez2(k—1)dn<ezzd7r . 1)27 (27)
. Pet# .
FO[Pez()\tthP)] — %d;;ﬂa (1 _ 612d7r + 12d7r) , (28)
. Pet® , ,
Fn[Pez()\t+tp)] _ 2d§ 5 (_61,2(n—1)d7r + eand‘n-(l _ i2d7‘l’)) ) (29)
™

PROOF: First, note that z, = %. Then we proceed by straightforward
computation: using (2) and (5), we obtain k-th component of the F-transform
of Pe'M+¢) ag follows:

27 (k+1)d

F[PeiOto)] — PA(k; 1) / i) gy

2T 27r)\kd
2nkd

R [,

2md 2m(k=1)d

P2 Znkd , Inkild

i(At+9) Jp i(At+¢)
e ( / g 0O A I Y

12



where k € {1,n — 1}. After integration we obtain formula (27) from (30). For
k =1 and k = n, we use formulas (4), which give (28) and (29).
U

As for the boundary components Fy, F),, recall that they are computed using
only halves of the corresponding basic functions Ay and A,,. Consequently, the
inverse F-transform approximates the original function in the intervals [cg, ¢1]
and [cp—1, ¢,] with less precision.

In the following corollary and below, we will denote by [d] the maximal
integer part of d € R.

Corollary 2
Let the conditions of Lemma 3 be satisfied and d = % Then for all k =
1,...,n—1:

(a)

i Psin?(dr
‘Fk[Pe (Mﬂj)]) = dzﬂ(z ) (31)
(b) Let d' := d — [d]. Then
i Psin®(d'r
’Fk[Pe (MW)]’ = % (32)

PROOF: This follows from (27) by expanding to trigonometric form and real-
izing that |e?| = 1 and e!?*™ = 1 for any k € N. O

Corollary 3
Let the conditions of Lemma 3 and Corollary 2 be satisfied. Then the following
holds for any k=1,...,n—1:

(a) |Fu[Pe'**+9)]| does not depend on the phase shift .

2nd

(b) |Fi[Pe!PH9)]| = ‘Fk[Pei( h t‘”’)}‘ = 0 whenever d € N.

(C) limg_s 00 |Fk[Pei(¥t+¢)H =0,

lim ‘Fk[Pe“i”“dﬁd')tw)]‘ —0 and lim |F [P ey | — o,
d'—0 d'—1

PROOF: Immediately from Corollary 2. O

We conclude from Corollary 3 that if i is fixed and the frequency A is increas-
ing then, under the conditions of Lemma 3, the absolute values of F-transform
components of Pe’*+%) are either equal to zero for d € N, or they converge to
zero otherwise. A graph depicting behavior of |Fj,[Pe!(*#*t+9)]| with respect to
d is in Figure 1.
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Figure 1: Graph of |Fk[Pei(¥t+‘p)]| for k € {1,...,n — 1} considered as a function of d
(d € [0,10]) where P = 1. One can see that absolute values of each k-th component of the
F-transform practically vanish for d > 2.

It is, of course, not surprising that similar results also hold if we confine
to real valued seasonal constituent component (23) only. For comparison, we
present lemma characterizing inverse F-transform of sin(At + ¢). In correspon-
dence with Definition 4 we will denote inverse F-transform of sin by sin.

Lemma 4

Let sin(At + o) be a function with the frequency A and phase shift ¢. Let us fix
h and choose d € R so that h = dT where T = 2F. Finally, let (26) be a set of
(n+ 1) h-equidistant nodes and Ay, ..., A, be a fuzzy partition over (26) such
that each Ay is the triangular fuzzy set (2) having the width 2h. If d € N then
s,/lﬁ(%t + ¢) = 0. Otherwise, let d = d — [d]. Then the following inequality
holds for the inverse F-transform of sin(A\t + ¢):

. I
|Fio[sin(At + ¢)]| < 23 S, (33)
as well as
—~ I
Isin(At + ¢)| < T2z S, t € e, en-1] (34)

and limg |s/i;1(M}1+dl)t+<p)| =0 as well as limg_,; \s/iﬁ(%“_d/)t—i—goﬂ = 0.

PROOF: After some computation, we obtain using (2) and (5):

1
Frlsin(\t + )] = 1P (2sin(2kd’ ) cos o + 2 cos(2kd'7) sin @) (1 — cos 2d'T)
(35)

14



where d' € [0,1]. If d € N, i.e. d' =0, then (35) is equal to 0. Otherwise
lim Fy[sin(At+¢)] =0 and lim Fy[sin(At + ¢)] = 0.
d’'—0 d'—1
For d’ = 0.5 we obtain

. .
Fy[sin(Mt + ¢)] = iW sin ¢ (36)
where the sign depends on k, i.e. (36) is positive for k even and negative for k
odd. Hence, (33) holds true.

Let t € [cg—1,cx], k€ {1,...,n —1}. Then

|SIN(AE + )| = |Ap_1(t) Fo_1[sin( At + )] + Ap(t) Fy[sin(At + ¢)]| <

< (A1 () + Ak(t) |75

=1

sin Lp’ . (37)

Since the right-hand side does not depend on k, we obtain (34).
O

3.2.3. Removing seasonal constituent component using F'-transform

In [7], we suggested that the F!-transform may improve estimation of the
trend-cycle. Therefore, with respect to the above results we must ask whether
the Fl-transform removes seasonal periodic components as well. The answer is
positive as follows from the results below.

Recall that we consider nodes of the h-uniform fuzzy partition in the form
cp = 2”—)\“, k =0,...,n. Furthermore, unlike the basic (i.e. F°-) F-transform,
components of the F!-transform are linear functions

- , 2rkd
F{ PO 2)() = FRIPEO) 4 8L (¢ - =55) (38)

where the coefficients i are computed using formula (11). The variable ¢ €
(—o00,0). However, since in (13) we multiply each k-th component by Ag(¢)
which equals zero for all ¢ € (cx—1,cr+1), it makes sense to consider the k-th
component only for ¢ € [cr—1, Cpt1]-

Lemma 5

Let Pe!+%®) be a function with the frequency A and phase shift ¢. Let us fix
h and choose d € R so that h = dT where T = 2. Finally, let (26) be a set of
(n+ 1) h-equidistant nodes and Ay, ..., Ay be a fuzzy partition over (26) such
that each Ay, is the triangular fuzzy set (2) having the width 2h. Then for each
k=1,....,n—1andt € [ck_1, ckt+1] We obtain:

(a)
FR[Per X9 (t) =

Pet®

= dint

sindm - (i3dm(2dkm — At) cosdm + (dm(dm — i6k) + i3At) sindm) .
(39)
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(b)

R PO (1)| =

_ Psin?dr

el \/ d4m4 sin? drr + 9(\t — 2dk7)%(sindr — dr cosdm)?.  (40)
s

(c) Expression (40) can be slightly simplified by putting d = [d] + d':

R PO (1)| =

Psin’d'rn

e \/ dimdsin® d'm + 9(\t — 2dkn)2(sind'm — dr cos d')2.
T

(41)
PROOF: The proof is similar to the proof of Lemma 3, by straightforward
computation using (11). O

Similar to the case of FO-transform, we obtain the following:

Corollary 4
Let the conditions of Lemma 5 be satisfied. Then the following holds for any
k=1,....n—1and t € [ck_1, Ckt1]:

(a) If d € N then FL[Peii*t+))(t) = 0.
(b) |FL[Pe!™+9)](t)| does not depend on the phase shift .

(c) limg_yoo ‘Fkl [Pei(¥t+*”)](t)‘ =0 and
lim ‘F,g[Pe“L?””ﬂ’)](t)‘ =0 and lim |F[PeiC=U 249 ()] = 0.
d’'—0 d'—1

PROOF: Immediately from Lemma 5 by straightforward computation. O

Let us also investigate the behavior of F}}[Pe?**+#)] on an interval [cj_1, cx11] =

[2”(’“/\7 Ld Qﬁ(k; 1)‘1}. It is convenient to transform ¢ in (38) into an auxiliary

variable t' € [—1,1] by setting ¢t = c; + ht' = 2Z%¢/. Then (38) can be written,
for the given k, as the function

FHPEOH2)(¢) = FY[PeiO+)] + p}

2
%dt’, Y el[-1,1.  (42)

Lemma 6
Let the conditions of Lemma 5 be satisfied, Then for each k =1,...,n—1 and
t' € [-1,1] we have:
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Figure 2: Graph of |F}[Pe!(A*+9)]| where k € {1,...,n — 1} and P = 1 as a function of d
(d €[0,10]) and t' (¢’ € [-1,1]). One can see that absolute values of each k-th component of
the Fl-transform also practically vanish for d > 2.

(a)

Pe¥

Fkl [Pei()\tJr(p)](t/) - d371'3

sindn ((dm + i6t") sindm — i6dnt’ cosdm). (43)
(b)

Fkl [Pei(kt-‘rga)](t/)

Pdsin(d'r)
R

: \/d27r2 sin? d'm + 6( sind'm — dmt’ cosd'm)2.  (44)

PROOF: This follows from (42) by straightforward computation similar to the
proof of Lemma 5. (]

A graph depicting behavior of the absolute value of F}l with respect to d is
in Fig. 2. A graph depicting behavior of the absolute value of F}! for ¢’ € [—1,1]
with respect to the remainder d’ = d — [d] is in Figure 3. One can see that
| FL[Pe’tH)](¢)] is a very small number for all ¢/ € [-1,1].

3.8. Reducing noise

In this subsection, we will discuss how the F-transform can eliminate the
random noise R(t,w). We will prove that the use of F-transform drastically

17



Figure 3: Graph of the detail of |F}}[Pe?(**+#)]| where P = 1 and [d] = 2 as a function of ¢’
(' € [-1,1]) and the remainder values d’' (d’ € [0, 1]).

decreases the noise of the type (20). As stated above, under reasonable con-
ditions, every stationary random process with 0 mean can be represented as
a linear combination of processes of type (20) (see, e.g., [15]). Because of the
linearity of F-transform, we can therefore conclude that, in the general case, the
use of F-transforms drastically decreases each component (20) of the random
noise.

Theorem 2
Let R(t,w) be a random noise satistying (19), Ao, ..., A, be a uniform fuzzy
partition over [a,b] and F°[R] be a direct FO-transform of R. Then

(a) E(FRIR)) =p forallk=1,...,n—1,
(b) E(RO(t)) = p for all t € [cy, 1]

PROOF: (c) Using (5) and the assumption (19) we have

E(FJ[R)) = %E ( / o Ak(t)R(t)dt) = % / o AR (H)E(R(t))dt =

Cr—1 Ck—1

1 Ck+1
= E“/ Ag(t)dt = p.

Ck—1

(d) Using (b), we obtain E(R°(t)) = Sor_, AL()E(R(t)) = p > 1y Ax(t) =
p for all t € [eq, cp_1]. O

Below, we will always work with one realization R(t) for w fixed. First, we
assume that the noise R(t) has the form (20). Then for each ¢ € [a, ], there exist

18



one realization of £(t). Put & = sup{¢(t) | ¢ € [a,b]} and { = inf{&(t) | ¢ € [a,b]}.

Finally, we put
= > 45
¢ {f if £ <0. (45)

Theorem 3
Let R(t) be a noise represented by formula (20), Ao, ..., A, be an h-uniform
fuzzy partition over [a, b] fulfilling conditions of Lemma 3, F[R] be a direct and

RO an inverse FO-transform of R. Then for each k = 1,...,n—1
€| sin®(dr)
FRIR) < =55 (46)
as well as
-,
A sin”(dm
|R%| < %, t € le1, ] (47)
where d is related to h via (25).
PROOF: By the linearity of the F-transform we have either
FUIR()] < €+ Fy[e™*)
if 5 >0 or '
FLIR(t)] 2 € Fyle™™¥)
if £ < 0. Hence,
- €] sin? (drm)
FRLRO| < I |Fle e < 0 (15)
by (31).
Inequality (47) is obtained as follows:
[RO(H)] = |Aror (8) € F_y[eN9) + Ay () € FR[e™H7]) <
|€| sin?(d)
< (Ap-1(t) + Ax(t)) 22
=1
O

Theorem 4
Let R(t) be a noise represented by formula (20), Ao, ..., A, be an h-uniform
fuzzy partition over [a, b] fulfilling conditions of Lemma 5. Let d be related to h
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via (25), F1[R] be a direct and R' an inverse F'-transform of R. Then for each
k=1,....n—1andt € [c1,cp_1]

1 |€| sin? dr
|F [R](t)] SW' (49)
: \/ dimtsin® drr + 9(\t — 2dkr)2(sindr — dmcosdm)?,  (50)
as well as
[RY < [E]-n(t),  t€ler,cn] (51)
where
.2
d
n(t) = % - max {\/d47r4 sin? dr + 9(\t — 2dkm)2(sin dr — dr cos dr)?
™
k:l,...,n—l}. (52)
PROOF: This follows from Lemma 5 analogously as in Theorem 3. (]

3.4. Estimation of the trend-cycle using F-transform

In this subsection we will show that on the basis of the previous results, the
F-transform (both zero and first-degree) is a suitable tool using which we can
estimate the trend-cycle with high accuracy.

We will suppose the following;:

(i) The stochastic process X can be decomposed as in (22) where the seasonal
constituent component S consists of periodic functions having periodicities
T, j €{1,...,r} (see (21)). The longest of the latter is denoted by 7'

(ii) A number d € N is chosen and the distance h in (26) between the nodes

is set to o

h=dT (53)
so that n > 2. The corresponding triangular fuzzy partition Ag,..., A, is
fixed

(iii) The trend-cycle T'C'is a function with no clear periodicity or its periodicity
is much longer than h. Moreover, the modulus of continuity A(h, TC) is
small.

Note that (iii) requires that 7'Cis smooth with small changes in its course.
By S we denote the corresponding inverse F-transform of S.

Theorem 5

Let S(t) be the seasonal constituent component (21) whose members have pe-
riodicities T, j = 1,...,r. Furthermore, let an h-uniform fuzzy partition
Ao, ..., A, be formed over the equidistant set of nodes (26) with the distance
h =dT where T is the longest periodicity among all T}, j € {1,...,r}.
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(a) Let d; = % eNforall j =1,...,r. Then S°(t) = 0 as well as S1(t) =0
for all t € [c1,¢pn—1].

(b) Let I C {1,...,7} be a set of subscripts for which d; = d; — [d;] € (0,1),
j € I. Then the following holds for all t € [c1,¢p—1]:

(ba)
P; sin?
01 < Y| 2, (54)
Jjer

(bb)

1SYB) <D Pt (55)
jeI
where

sin? d;-ﬂ'

n;(t) = max {d4w4
J

kzl,...,n—l}.

PROOF: (a) Follows immediately from Corollaries 3(b) and 4(b).
(ba) Using Corollary 3(b) we, similarly to (37), obtain for all ¢ € [ci—1, k]
and k=2,...,n—1

S A ES]
k=0

.\/d?ﬂ"l sin? d;-ﬂ' + 9()\t — 2djk7T)2(Sin d;ﬂr — dj cos d;ﬂr)2

15°(t)| = =Y A1) S FRPei Nt =
k=0

jel

ZZAk Fk Pez()\ t+<Pg < ZZA]‘? |Fk i(Aj t-‘r(pJ)H <
JeI

k=0 Jel k=0

<Y Ak (P [Pyt TH00)] 4 Ay () FR[PyelCatted)]] <
jer

P;sin®(d’.T)

22
jel 1 djm
from which (54) follows.
(bb) is proved in a similar way using Lemma 5(c). O
Let us denote
P;sin®(dim) | |€]sin®(dn)
0 __ J J
D= Z d27T2 2r2 (56)
JeT
=2 mi®) +IEln() (57)
Jel jel
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where d; = TL and I C {1,...,7} is the set of all subscripts, for which d} =

d; — [dj] € (0,1) and € is determined in (45) and 7(t) is given by (52). On the
basis of the discussion above, we can formulate the following theorem.

Theorem 6

Let X(t) be realization of the stochastic process in (17) considered over the
interval [0, b]. If we construct a fuzzy partition over the set of equidistant nodes
(26) with the distance (53) then the corresponding inverse F-transform of X (t)
gives the following estimator X™ of the trend-cycle with the error:

| X™(t) — TC(t)| < 2X\(h, TC) + D™,  t € [c1,¢n_1] (58)

where D™, m € {0,1} is the error (56) or (57), respectively depending on the
degree of the applied F-transform.

PROOF: The theorem is a consequence of Theorems 3 and 4. (]

Let us emphasize that from the analysis above it follows that D™ is a small
number (many summands in (56) or (57) are even equal to zero) and, by the
assumption, the modulus of continuity A(h, TC) is also small. Hence, we may
conclude from (58) that the F-transform enables us to extract trend-cycle from
the time series X (t) with high accuracy.

Figure 4: F-transform of the artificial time series X (t), t € {0,100}. The dotted line depicts
the original trend-cycle TC(t) given by the data. Using (59), it is completed by values of the
four sine members and the noise R(t) to form the artificial time series depicted also in the
figure. After application of the F-transform to X (t), we obtained approximation X(t) of the
trend-cycle. This is depicted by the solid line that is almost identical with the original T'C(t).

3.5. Ezperiment

To verify the above methodology, we prepared a simple experiment with the
data. We artificially formed a time series X () on the set of integers {0,100} as
follows:

X (t) = TC(t) 4+ 5sin(0.63¢ + 1.5) + 5sin(1.26¢ + 0.35)
+15sin(2.7t + 1.12) 4 7 cos(0.41¢ + 0.79) + R(¢t). (59)
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The function T'C(t) in (59) is the trend-cycle given by artificial data without
clear periodicity (it is depicted by dotted line in Figure 4; its modulus of con-
tinuity is A(30, TC) = 3.22). The other four sine members form the seasonal
constituent component S(t). Their periodicities are Ty = 10, To = 5, T5 = 2.3,
Ty = 15.4, respectively. Therefore, we set T = Ty and d = 1, i.e. the distance
(53) is h = 15. Consequently, the width of basic functions is 2h = 30 (the time

axis is discrete and so, fractions are neglected). Since all dy, ..., ds are close to
natural numbers, the error D° in (56) is practically 0. The R(t) is a random
noise with average i = —0.24.

The result of application of the FO-transform is depicted in Figure 4. One can
see from it that the both the whole seasonal constituent component as well as the
noise were almost completely removed. Maximal difference | TC(t) — X°(t)| =
3.32 and so, we conclude that the trend-cycle was estimated with the error
corresponding to (58) (cf. also (15)).

4. Conclusion

In this paper, we analyzed application of the F-transform to time series
under the assumption that the latter can be additively decomposed into three
constituent components: trend-cycle, seasonal component and random noise.
We showed that the seasonal component can be practically eliminated and if
the random noise is ergodic with zero (or very small) mean value p then it can be
significantly reduced. Therefore, our computation leads to the conclusion that
the F-transform is a convenient means using which the trend-cycle, as informally
characterized by OECD, can be extracted. Unlike classical statistical approaches
where the trend-cycle is assumed in advance to be some specific simple function
(quite often linear), the F-transform does not use any predefined shape and still
provides exact formula for computation of the trend-cycle. Further investigation
will focus on improving methods for prediction both of the trend-cycle as well
as of the seasonal component.
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