Econometrics 475 Spring 2024
Economic Forecasting
Term Project Assignment

Your task for the term project assignment is to develop forecasting models of County level Beer, Wine, and
Liquor Sales in the State of Texas. You will be assigned to a 4-student team and each team will be responsible for
forecasts for an assigned Texas County. The main data for the project is available on the class website in an Excel

workbook “Texas County Liquor Sales.xlsx” with monthly data covering the period January 2007— February

2024. The data covers sales of “liquor by the drink™ at establishments like bars and restaurants (not liquor or
grocery stores) and includes beer, wine, liquor, and total sales. Your analysis (and forecasts) should focus on total

sales. You will need to collect and incorporate other data/variables into your analysis.

These data are from the Texas Comptroller’s Office, and you may find some useful information on their website:
https://comptroller.texas.gov/

Your final project submission should be compiled in a formal report format and should include the following
elements:
1. County Socio-Economic Profile: Provide a brief socio-economic profile for your team’s assigned county.
Some of the items you could discuss include:
a. How have the County’s age and ethnic demographics evolved over the last 10-15 years?
b. Is the County’s population concentrated in any particular urban center, or somewhat disperse?
¢.  What industries are key economic drivers for the County?
d. Are there any disproportionately large employers in the County (for example, Texas A&M is by
far the largest employer in Brazos County)?
2. Overview of the Total Sales variable
a. Trend elements
b. Seasonal elements
c. Cyclical elements
3. Univariate Forecasting Models
a. Present your preferred ETS and ARIMA forecasting models for the Sales Tax variable based on a
six-month “hold-out” sample where you forecast into the last six months of the data (that is,
define your “training” set as ending in August 2023).
i. Present a basic model description for your preferred ETS and ARIMA models along with
residual diagnostics.
ii. Present a six-month ahead forecast for September 2023 — February 2024. How do your
forecasts compare to the actual values for the Total Sales variable?
iii. Present a series of 6 one-step-ahead forecasts September 2023 — February 2024. How do
your forecasts compare to the actual values for the Sales Tax variable?
iv. Based on your analysis in i-iii, what is your preferred forecasting model, ETS or
ARIMA?
b. Using the full dataset and the model you developed in 2.a., present a 12 month ahead path
forecast for March 2024 — February 2025 (that is, forecasts for each of the months).
4. Multivariate Forecasting Model
a. Present a multivariate forecasting model based on a VAR model of the Sales Tax variable plus 2
or more series of your choice. I have provided sales data for a set of 8 additional counties in
“Texas County Liquor Sales Alt.xlsx” that you may find useful.
b. Your presentation should include a description of why you chose certain variables for your
multivariate model.
c. Based on your final multivariate model, present a 12 month ahead path forecast of the Total Sales
variable. How does it compare to your Univariate model forecasts?

Organize your results into a formal report for submission in Canvas due by midnight Tuesday, April 30", Team
presentations will be conducted in class during our scheduled Final Exam period on Thursday, May 2" 3-5 pm.


https://comptroller.texas.gov/
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