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Since “the consumer price index (CPI)” and “the inflation” have
close relationship and the CPI 1s an index to measure the change of price
level. Therefore, if one can construct a forecast model for the CPI, it
may provide the government to propose early policy to hold down the price
and the inflation. CPI is a characteristic of the time series, so the
purpose of this research is to use both the ARIMA models and the classical
models in the time series analysis and to seek out the better forecasting
model the CPI in Taiwan.

CPI data were taken from National Statistics, R.0.C.(Taiwan) from January
in 1981 to September in 2009. Then, this research used the statistical
software SPSS 11.0 to fit the ARIMA model. The time series ARIMA model
which includes model identification, model estimation, model diagnostic
checking and forecasting was offered by Box and Jenkins in 1970. In the
classical time series analysis, regression models and exponential
smoothing models are used. After comparing the ARIMA model and linear
exponential smoothing model, the conclusion is that the better forecasting
model of CPI 1s linear exponential smoothing model.
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