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Abstract: Granular computing is a novel method to solve complex tasks in the context of big data
by simulating human problem-solving thinking, abstracting complex problems and dividing them into
several simpler problems (i.e., granulation), which helps to better analyze and solve problems. In order
to improve the accuracy of forecasting unemployment rates, this paper introduces the granulation idea
of granular computing into the time series analysis of unemployment rates. Therefore, a novel method
based on fuzzy information granules (FIGs) and grey system theory, namely FIG-GM(1,1) model,
is proposed. This method not only reduces the dimensionality of the problem and computational
complexity but also effectively reduces cumulative errors. In empirical analysis, three different
performance indicators, mean absolute error (MAE), mean absolute percentage error (MAPE), and
root mean squared error (RMSE), and seven comparative models are used to evaluate the forecasting
performance of our proposed model. The empirical results indicate that the MAE, MAPE, and RMSE
values of the FIG-GM(1,1) model are significantly lower than those of other models, indicating that
the FIG-GM(1,1) model has better forecasting performance compared to other models.
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1. Introduction

The unemployment rate of any country is one of the most important economic indicators for
financial market participants, and time series prediction of unemployment rate is crucial for financial
market participants and has received widespread attention.
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1.1. Background and significance

Unemployment is not only closely related to individuals, but also to the investment decisions of
investors, social market economy, and national monetary policy. In recent years, external shocks
such as the pandemic, influenza, and trade frictions have frequently affected employment, leading to
increasingly serious unemployment problems and increasing negative impacts on individuals, society,
and the country [1,9,33].

In order to deal with the unemployment problem, many countries and regions have adopted
various policies and measures. For example, the policies adopted by the Chinese government include
increasing the number of vocational education institutions, expanding the scale of the tertiary industry
to optimize the current industrial structure of the country, establishing early warning system to
improve the unemployment security system, and creating a variety of new employment opportunities
actively. Although these policies have helped expand the scale of employment and reduce the negative
consequences of unemployment to a certain extent, the employment situation in many countries and
regions is still not optimistic and the unemployment problem is still relatively serious. Therefore,
unemployment is an important factor that can-not be ignored in the national economic development,
and is also an urgent unemployment problem to be solved [4,5].

Although the existing forecasting methods can forecast most macroeconomic indicators, it is
difficult for the existing forecasting models to accurately forecast the unemployment rate due to the lack
of time series data and indicators closely related to unemployment. It is important for the government
to guide the next step by estimating the unemployment rate, so as to realize the precise docking
of subsidies and make the whole society achieve the reasonable distribution and balance of human,
material, and financial resources. Therefore, timely and accurate forecasting of the unemployment
rate is conducive to relevant government departments to carry out macro-control and is also of great
significance to understand the employment situation and do a good job in employment.

1.2. Literature review

A review of the literature shows that studies on the unemployment rate broadly cover three areas.

The first is the influence factors of the unemployment rate. Since unemployment is closely
connected with various economic and social realities, various factors will inevitably affect the
unemployment rate, such as gross domestic product (GDP), industrial structure, economic growth rate,
consumer price index (CPI), broadband speed of residents, etc [1,5,9, 14,33].

The second is the effect generated by the unemployment rate. Unemployment affects not only
individuals but also societies and nations. Research has shown that unemployment rates have a
significant impact on mortality rates [2, 3, 23,29-31]. Specifically, for men, rising unemployment
increases suicide rates, but falling unemployment does not reduce them and the opposite is true for
women [2]. In addition, unemployment rate also has other implications. For example, T. Ikeda et
al. [8] used a multilevel logistic model to examine the relationship between unemployment rate and
low back pain, and the empirical results showed that unemployment rate has a significant effect on low
back pain and women are more influenced by regional employment status than men. Unemployment
also has a significant impact on security, with people feeling significantly more secure in their jobs in
areas with the lowest unemployment rates, and people in areas with higher unemployment who worked
on temporary or fixed-term contracts were more likely to feel less secure than those with permanent
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jobs [20].

The third is the forecasting methods of unemployment rate. In recent years, there are many
models for forecasting unemployment rate. Not only include statistical models such as auto-
regressive integrated moving average (ARIMA) model, nonlinear autoregressive (NAR), adaptive
filtering method and trend extrapolation, but also machine learning models such as support vector
regression (SVR), hidden markov model (HMM), long short-term memory network (LSTM), and so
on [6,10,13,16,19,21,27]. However, the above mentioned methods on unemployment rate forecasting
usually involve a single point advance forecasting, which may perform poorly in situation that requires
predicting a sequence of values over a time horizon. Therefore, it is very necessary to design a multi-
step forecasting model to improve the efficiency of forecast unemployment rate.

1.3. Research content and innovation

The ultimate purpose of the research in this paper is to construct a novel unemployment
rate forecasting method and to provide a real reference for the actual state of employment and
unemployment based on the forecasting results. The research covers the following three main areas.
First, by referring to relevant literature, on the basis of fully understanding the research background
and theoretical basis of unemployment rate, we can enrich the solid theoretical basis obtained by
predecessors and supplement the knowledge of related fields that have not been deeply involved
or not involved by predecessors. Second, by referring to the relevant forecasting methods of the
unemployment rate at home and abroad, an accurate forecasting model of the unemployment rate is
established to provide a reliable analysis tool for the empirical analysis. Finally, the empirical analysis
is carried out, the accuracy of the forecasting model is evaluated by using the model performance
related evaluation index, and the trend of unemployment rate is predicted.

The innovation of this paper is reflected in the forecasting method. Based on fuzzy information
granules (FIGs) and grey forecasting model (GM), a novel forecasting method called FIG-GM(1,1)
model is proposed. This is also the first proposal to combine FIGs with grey systems, combining
the advantages of both FIGs and grey forecasting model. The construction method based on FIGs
transforms the original time series into a meaningful and easy to operate granule time series. Analyzing
on newly created granule time series instead of original numerical time series is more convenient for
solving problems, which is equivalent to decomposing a very complex problem into several simple
problems. This not only greatly reduces the dimensionality of the problem but also greatly reduces
computational complexity. In addition, forecasting ground particles is meaningful, which makes it
easier and more transparent for humans to explain the changes in this window. Moreover, forecasting
based on granule time series is a multi-step forecasting, not a one-step prediction. In other words, a
predicted granule usually contains several predicted values located in the future time window, which
can effectively reduce cumulative errors.

The paper is organized as follows. In Section 2, the basic concepts and related theorems of
fuzzy information granulation, grey forecasting principles and the algorithm of GM(1,1) model are
introuced. Section 3 presents the granulation process of triangular FIGs, the process of constructing
a grey forecasting model based on granule time series, and describes the residual correction process
of the GM(1,1) model. In order to verify the effectiveness and feasibility of the proposed method, an
empirical analysis is made in Section 4. Section 5 provides conclusions and offers some thoughts on
future studies.
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2. Preliminaries

The concept and algorithm of fuzzy information granulation, the principle of grey prediction model
and the algorithm of GM(1,1) model are introduced in this section.

2.1. Fuzzy information granules

Information granulation covers set theory, interval analysis, rough sets, fuzzy sets, probability
theory, and quotient space theory [41]. There are three typical ways of information granulation:
Information granulation based on rough set theory [17,18,22], information granulation based on fuzzy
set theory [36-39,41,42], and information granulation based on quotient space theory [35].

Since L. A. Zadeh [36] proposed fuzzy set theory in 1965, he has focused on the definition of
fuzzy systems and their states, laying the foundation for the framework of fuzzy system theory.
The introduction of language variables, fuzzy conditional propositions, and basic features of fuzzy
algorithms in 1973 [37] became a turning point work, laying the foundation for the theory of fuzzy
information granulation. Zadeh [38] further elaborated on language variables, fuzzy “IF-THEN” rules,
and fuzzy graphs. In 1979, Zadeh [39] proposed and discussed the problem of fuzzy information
granulation, which promoted the development of fuzzy logic theory and applications. Then, the
proposal of generalized constraints and “word computing theory” [40] marked the birth of the theory
of fuzzy information granulation.

The theory of information granulation provides researchers with different perspectives and ways of
problem-solving and has made tremendous progress in theoretical and applied research, giving rise to
different methods and types of information granulation [43]. The information granulation based on
fuzzy set theory is abbreviated as fuzzy information granulation, and the information granules derived
from fuzzy information granulation theory are called FIGs.

The most critical issue in fuzzy information granulation is the characterization and description of
FIGs. Professor Zadeh describes FIGs as

g2 (xisG)is A, 2.1)

where x is a variable in the domain U, generally U is a real straight line (or R"), G is a convex
fuzzy subset of U characterized by a membership function ug, and A represents fuzzy probability
(or likelihood) and is a fuzzy subset of the unit interval [0, 1]. For example, g = (x is large) is possible,
and g = (y is much smaller than x) is impossible.

Another proposition description of FIGs is

g2 xisG. (2.2)

Equation (2.2) is a special case of Eq (2.1) and does not have probabilistic characteristics. To
distinguish between the two, the FIG described by the proposition in the form of Eq (2.1) is np-granule,
and the corresponding FIGs in Eq (2.2) is m-granule.

Letdata X = {xy, x, ..., X,,} as an example to establish a FIG P that can reasonably describe the fuzzy
concept G (a fuzzy set with X as the domain) of X. Once G is determined, the FIG can be determined

P £ xis G, xeX.
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Establishing FIGs is equivalent to determining the membership function of fuzzy concept G, that is,
A = ug. Except for special circumstances, this article uses FIG P instead of fuzzy concept G, that is,

P = A(x), xeX.

The basic forms of P in the formula include interval FIG, A(x; a, b); triangular FIG, A(x;a, m, b);
ladder FIG, A(x; a, m, n, b); Gaussian FIG, A(x; u, 0); etc.

2.2. Principle and algorithm of grey forecasting model

Grey forecasting [32] is the forecasting of systems that contain both known and uncertain
information and is the forecasting of grey processes that vary within a certain range and are time-
dependent. Grey forecasting is performed by identifying the degree of dissimilarity of development
trends among system factors (i.e., correlation analysis), processing raw data to find the pattern
of system changes, and generating a data series with strong regularity. Then, the corresponding
differential equation model is established to predict the future development trend of things.

Grey forecasting includes four types: Grey time series forecasting, distortion forecasting, system
forecasting, and topological forecasting. The type of grey forecasting adopted in this paper is grey time
series prediction, that is, the observed time series reflecting the characteristics of the prediction object
is used to construct the grey forecasting model and predict the feature quantity at a certain time in the
future, or the time to reach a certain feature quantity.

The grey forecasting model GM(n,h) is essentially a differential equation model that can be used
to make a long-term, continuous, and dynamic reflection of the described object, where n represents
the derivative order of the system and h represents the number of variables. In this paper, we use the
GM(1,1) model.

The algorithm of the GM(1,1) model is as follows.

Let the time series X have n observations, the X© = {X(1),X©(2),---,XP(n)}, generate
the sequence by accumulating XV = {X(1), X1(2),--- , XV (n)}. Then, the differential equation
corresponding to the GM(1,1) model is

dx™
7 + G,’X(l) = U, (23)

where « is the developmental grey number and y is the endogenous control grey number.
—~ . — a . .
Let @ be the vector of parameters to be estimated, and @ = ( u ) which can be solved using the

least squares method. Then, we obtain

a=(D"'D)'D"Y,. (2.4)
Of which
~1xO1) + XO2)] 1 X©©)
po| SHXC@ExOGT 1| | X00) 2.5)
—XPn -1 +XPm)] 1 XO(n)
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By solving the differential Eq (2.3), the cumulative forecasting value X(k + 1) of the GM(1,1)
forecasting model is obtained:

XO%+ 1) = X0 - B+ £ k=0.1,--- ,n). (2.6)
a 04

Then, subtract XV(k + 1) to get the forecasting value X (k + 1):

XO®% + 1) = XDk + 1) = XV(k), (k = 1,2,3,--- ,n). 2.7)
3. Grey forecasting model test and residual correction based on fuzzy information granules

In this section, we introduce the steps of constructing triangular FIGs on time series. Then, a grey
forecasting method called FIG-GM(1,1) based on FIGs is proposed to overcome the shortcomings of
traditional time series forecasting models. Finally, the residual correction steps of this new method are
also introduced.

3.1. Triangular fuzzy information granulation

The triangular FIG (fuzzy set) will be used in this paper and its membership function A(x; a, m b) is
as follows:

0, if x<a,
A b) ﬁ, if xé€la, m], G.1)
x;a,m,b) =47 .
s 1f x € (m,D],
0, if x>0b,

where the input time series is represented by x; a, m, b are the parameters of the fuzzy granule.
Specifically, a represents the minimum value of a fuzzy window, m reflects the average level, and
b represents the maximum value.

The granulation process of FIGs includes the following steps:

Step 1: Determine the partition window 7 and divide the original time series into many
subsequences. There are two methods for dividing window 7": Equal length and unequal length, each
with its own advantages.

Step 2: Establishing a FIG on the i-th subsequence X; = {x;, x, - - - , x;} coming from the time series
X, a sound fuzzy information granule should contain as much data as possible out of those contained
in the time window, while at the same time, the granule should be as explicit and concise as possible
so that its meaning (semantics) is easy to follow. According to these two requirements, calculate
the values of the membership function parameters a;, m;, and b; of the subsequence X;, and then the
subsequence is transformed into a triangular FIG, A(a;, m;, b;).

Algorithm 1 introduces the pseudo code for granularize the original time series into a granule time
series composed of triangular FIGs.

Example 3.1. We will give an example to illustrate in detail how to use triangular FIG to granulate
time series X = {x, xp, - - , X,,} into granule time series.

Step 1: Let partition window T = k, where the window width 7 is divided into equal window
lengths. Time series X is divided into s = % equally long subseguences shown as below

{1, X2, o+ X b A%k, X2, =+ 5 Xk o AX =Dkt 15 X(s=Dk425* ** 5 Xn)-
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Algorithm 1 Granulation based on triangular FIGs

Input: Original numerical time series X(7) and window width 7.
Output: A granule time series.
1: Determine the granulation window width 7'.
2: Divide the original numerical time series X (i) into s subsequences based on the window width 7.
3: Granulate each subsegment into a triangular FIG.
4: A granule time series A = {Ai(a;,my,by),Ax(ax,my, by), -+ ,Ag(as, mg, by)},i = 1,2,--- s,
composed of triangular FIGs is obtained.

Let X; = {X(-1)k+15 X(i-Dk+25 =+ » Xk}, 1 = 1,2,--+ ,s. Then, X can be expressed as X = {X;, X5, -, X,}.

Step 2: Let the minimum data in the i — th subsequence of time series X be a;, the maximum
data be b;, and the average value of all data be m;. Then, the subsequence can be represented as
Ala;,m;,b),i=1,2,---,5.

3.2. Grey forecasting model based on fuzzy information granules

We will provide the steps and residual correction process for constructing a GM(1,1) model based
on granule time series in this subsection.

3.2.1. Grey forecasting model based on granule time series

The granulation algorithm of triangular FIG in Subsection 3.1 will be wused to
convert numerical time series X = {x;,x,---,X,} into granule time series A =
{Ai(a1,my, by), Ay(az, my, b)), - -, A(ay, mg, by)} (s < n).

Theorem 1. [28] Let A be a triangular FIG such that, for any A(a;, m;, b;), A(ay, my, by), the following
relationship is defined as:

A(a;, m;, b;) — A(ag, my, by) = A(a; — by, m; — my, b; — ay).

The steps to construct the GM(1,1) model based on the granule time series A are as follows:

Step 1: Accumulate the parameter sequences a = {aj,az,--- ,as}, m = {my,my,--- ,m}, and
b = {bi,by,-- ,b,} separately to generate the cumulative sequence a' = f{aj,a),---,al}, m' =
{m{,m},--- ,m!}, and b' = (b}, D}, ,bl}.

—_

Step 2: According to Egs (2.4) and (2.5), estimate the parameter vectors @, = ( Z“ ), Ay = ( W ),

_ @ .
and @, = ( ,ub ) for sequences a', m!, and b' respectively.
b

Step 3: Substitute parameter vectors @, = ( Z“ ) a, = ( Zm ) and @, = ( Zb ) into Eq (2.3),
a m b
respectively, and solve these three differential equations. Then, obtain the expressions for the

forecasting values of sequences a', m', and b'. They are expressed as follows:

@, =la - %]e‘““k + ’f,(k 1,2, ,5),
ml,, = [my - B ek 4 ’;—’",(k 1,2, ,5),
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b, =6 -l 1 B2 e=1,2, 9.
ap (7))

Step 4: Obtain a forecasting model for the parameter sequences a, m, and b of the granule time
series A, which are:
Ek+] :511(4.1 _611(7 (k = 1’ 27 3’ T S)7

e -~ |
Myl = A — Ay (k = 1’2,3" o ,S),

b =ab,, —a, (k=1,2,3,---,5).

According to Subsection 2.2, the essence of the GM(1,1) model is a differential equation, and the
grey forecasting model based on FIGs is actually solving differential Eq (2.3) on the granule time
series. Algorithm 2 introduces the pseudo code for constructing a grey forecasting model based on
granule time series.

Algorithm 2 Building a grey forecasting model based on granule time series

Input: Evaluation indicators for accuracy level of granule time series and grey forecasting models.

Output: The parameters of the constructed model.

Accumulating granule time series to generate accumulated granule time series.

Solving differential equations for accumulated granule time series.

Obtain grey forecasting model based on granule time series

Accumulate to obtain a forecasting model based on granule time series.

Calculate the residual value, correlation value, and posterior difference of the granule time series

if the residual value, correlation value, and posterior difference value all meet the conditions then
the forecasting model is output

else
residual correction will be applied to the forecasting model

end if

: Update forecasting model

N U T

—_ =
—_— O

3.2.2. Residual correction

To evaluate the forecasting performance of the GM(1,1) model constructed based on granular time
series in Subsection 3.2.1, a residual test, correlation degree test, and posterior difference test (the
process of these three testing methods can be found in [32]) are performed. If the constructed model
is unqualified or has poor forecasting performance, residual correction can be applied. The detailed
process is as follows:

Let the GM(1,1) model constructed based on the parameter sequence a = {a;,a,, - - , a,} of granule
time series A be:

— Ma. _o Mo —~ — —
ap,, = la; - a—]e kL G =ay,, —a,(k=1,2,3,---,9). (3.2)
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According to Eq (3.2), the forecasting value @ = {a;,a,--- ,a,} of the parameter generation
sequence a = {a;,a,," - ,as} is obtained.
Definition 3.1. [32] The residual of the parameter sequence a = {a;,a,, - ,a,} and the forecasting
sequence a = {a,, ay,- -+ ,a,} is defined as:

0), » —
e )(]) =aj—a;.

Let j = i,i +1,---,s. Then, the sequence of residuals corresponding to a = {ay,a,, - ,a,} and
’a\: {a\l”dz’ tt 5/a\S} ls
¥ = {30, e Vi + 1), -+, V(). (3.3)

For ease of calculation, Eq (3.3) can be rewritten as
¢V = {0(1),e02), - V0 = s -

The residual correction process is as follows.
Step 1. The residue sequence ¢ is added to produce the sequence eV,

eV = V(1) V@), V) = s .

Step 2. A GM(1,1) model is established for the sequence eV, and the cumulative forecasting value
of residual eV (k + 1) is obtained by substituting relevant data.

Tk + 1) = [eO(1) - Bejemack 4 Ee |
a de
Step 3. Derivative for eV (k + 1).

e+ 1) = (=a)le®(1) = Ege D, k= 1,2, ).

e

Step 4. A modified model for obtaining the cumulative parameter sequence a; .

@H=M—gkﬂ+ghﬂ@—MﬂMM%D—%kwa@=Ll~uﬂ,

L,
where 6(k — 1) =
0, k<2

Step 5. Residual correction model for obtaining parameter sequence a; of granule time series A.

" is the correction factor.

Ek+] = Zi]lﬁ_] _611{’ (k = 17 29 T n,)' (3'4)

4. Empirical analysis
Four time series data sets of unemployment rates, seven comparative models, and three commonly
used indicators to evaluate the predictive performance of models for empirical analysis are introduced
in Subsection 4.1. The empirical analysis and results of different data sets are presented in

Subsection 4.2.
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4.1. Empirical analysis preparation

The four unemployment rate time series, three predictive performance evaluation indicators, seven
comparative models, and the division of time series windows used for empirical analysis are introduced
in this subsection.

4.1.1. Data description

Four unemployment rate time series with different characteristics are used for the forecasting *
7. as shown below:

(1) China urban survey unemployment rate aged 16-24 time series, Jan.2018-Jun.2023, (see
Figure 1);

(2) US unemployment rate time series, Jan.2000-Dec.2020, (see Figure 2);

(3) Japan unemployment rate time series, Jan.2000—Nov.2023, (see Figure 3);

(4) Germany unemployment rate time series, Jan.2000-Nov.2023, (see Figure 4).

o 20
<
=4
5
g
5‘15 .
=)
g
2
=)

10 A

0 10 20 30 40 50 60
Months

Figure 1. China urban survey unemployment rate aged 16—24 time series.
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Figure 2. US unemployment rate time series.

*https : [/data.stats.gov.cn/easyquery.htm?cn = AO1
Thttps : | [www.macroview.club/data?code = us_unemployment
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Figure 3. Japan unemployment rate time series.
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Figure 4. Germany unemployment rate time series.

4.1.2. Performance indexes

In order to evaluate the forecasting accuracy of the FIG-GM(1,1) model and other seven models,
three types of indexes [34] are considered as performance measures in this paper:
a) Mean absolute error (MAE):

1
MAE = — Z |Xforecasted(t) - Xactual(t)l-
ng

b) Mean absolute percentage error (MAPE):

MAPE = i Z |Xf0recasted(t) - Xactual(t)l % 100.
Xactual(t)

ny

¢) Root mean square error (RMSE):

\/Z (Xforecasted(t) - )(actual(l‘))2

n f ’
where n¢ is the number of future values to be predicted, Xforecasted(f) and Xyewar(#) are the predicted and
actual value in the next t-th moment, respectively.

RMSE =

AIMS Mathematics Volume 9, Issue 4, 8689-8711.
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4.1.3. Comparative models

The following seven time series forecasting models are used to compare with the proposed model
in this paper.

a) Exponential smoothing (ES)

ES model [32] calculates s; = ax; + (1 — @)sq—1), where s, is regarded as a prediction of x(,;) and
0 < @ < 1 is the smoothing factor.

b) Auto-regressive integrated moving average (ARIMA)

In an ARIMA (p, d, g) model [12], the time series with the mean u is generated as follows:

¢(B)(1 — BY!(x; — ) = O(B)axs,
where x; and a, are respectively the actual value and random error at time ¢, ¢(B) and 6(B) are the
polynomials in B of degrees p and g, B denotes the lag operator, and d indicates the degree of ordinary
differencing.
c¢) Prophet model
Prophet model [26] is an additive regression model, which consists of four parts: Trend, seasonality,
holidays, and error. The expression is as follows:

Y1) = g(1) + 5(1) + h(1) + €(2),

where g(¢) represents the trend, s(¢) represents the seasonality, /(f) represents the holidays, and e(f)
represents the error.

d) Support vector regression (SVR)

SVR [24] is a regression method of support vector machines, which is mainly based on the principle
of maximizing function intervals, selecting the optimal separating hyperplane, minimizing the sum of
squares of regression residuals, and constructing the optimal regression curve.

e) Long short-term memory neural network (LSTM)

The LSTM model [27] consists of input-gate, forget-gate, and output-gate, which are expressed as

fr = oW xe + Wimh-ry + by), iy = o(Wiig X + Wanho-1y + b)), ¢; = tanh(Wenx; + Wiemh-1y + be),

Ci=fio Cy-1y+i;0 Cr 0 = o(Wionx; + W(oh)h(t—l) +b,), h, = 0, o tanh(C,),

where x; is the input at moment ¢, /1) is the output at moment #-1, o is the sigmoid activation function,
and o is the Hadamard product.

f) Artificial neural network (ANN)

Artificial neural network [21], consists of input layer, hidden layer, and output layer. It is an
information processing system established based on imitating the structure and function of brain neural
networks.

g) GM(1,1) model

The GM(1,1) model is essentially a differential equation, as detailed in Subsection 2.2 of this paper.

4.1.4. The length of window of fuzzy information granules

In our proposed FIG-GM(1,1) model algorithm, the granule window length 7" is an important
parameter. Improper selection may lead to poor data analysis results and render the grey forecasting
model worthless.
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There are two ways to divide the time window 7: Divide it into fixed time intervals or divide
it into non fixed time intervals. Due to the fact that the second method can not only segment
the molecular sequence based on the fluctuation points of the time series, but also retain the trend
information of the original time series, and because constructing fuzzy information granules with
unequal length subsequences can more effectively utilize the role of information granules, this paper
will use the €1 trend filtering [11] method to segment the time series. Specifically, for China urban
survey unemployment rate aged 16-24 time series, divided into 11 sequences; for United States
unemployment rate time series, divided into 16 sequences; and for Japan unemployment rate time
series, divided into 20 sequences; for Germany unemployment rate time series, divided into 17
sequences.

4.2. Empirical analysis and results

In this subsection, we will conduct empirical analysis on four selected unemployment rate data sets
with different characteristics.

4.2.1. Experiment 1: China urban survey unemployment rate aged 16—24 time series

The China urban survey unemployment rate aged 16-24 time series from January 2018 to June 2023
are used for this experiment. The whole time series can be divided into 11 temporal windows based
on {1 trend filtering. The first 10 temporal windows data are used as training data to predict values in
the last one temporal window data. The forecasting values of the FIG-GM(1,1) model are closest to
the actual values. Also, these predicted FIGs describe changes in the next one windows in a way that
is easy for humans to understand. In detail, the one outputs Xl = G(a;, ﬁi,a), i=11, where

@1, 711, byy) = (17.55,19,21.22)

predict that the data for this time series in the next time window will be between 17.55 and 21.22, the
average value is 19. These predictions are consistent with the practial situation, which shows that the
predicted FIGs serve as fairly good tools to describe the future data.

Table 1 and Figure 5 compare MAE, MAPE, and RMSE values of the FIG-GM(1,1) model with
other 7 comparative models. We can clearly see that whether predicting for 3 or 6 months, the three
performance indicators of the FIG-GM(1,1) model have the smallest values. Overall, in this empirical
study, the prediction accuracy of the FIG-GM(1,1) model performed the best among these eight models.
This is because the FIG-GM(1,1) model proposed in this paper effectively utilizes the fact that a FIG
can contain a large amount of data, achieving multi-step prediction instead of single step prediction, and
thereby effectively reducing the cumulative error of single step prediction and obtaining more accurate
prediction results. Also, FIG has high interpretability, making it easier for people to understand. Thus,
the proposed model is more suitable for practical applications.
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Table 1. Performance metrics for different forecasting models on the China urban survey
unemployment rate aged 16-24 (monthly) data.

Model 3 months ahead forecast 6 months ahead forecast
MAE MAPE RMSE MAE MAPE RMSE

ES 0489 0.026 0433 0.594 0.030 0.644
ARIMA 1.340 0.071 1.098 2420 0.119 2719
Prophet 0.900 0.048 0.767 1.485 0.074 1.681
SVR 0.747 0.041 0574 2217 0.107 2.893
LSTM 0.379 0.020 0.377 0.503 0.025 0.610
ANN 1.093 0.058 0.947 1.878 0.109 2.564
GM 0746 0.041 0574 1.318 0.066 1.463
FIG-GM 0.293 0.016 0.255 0.276 0.013 0.296

1.4
N MAE

1.2 A I MAPE

104 B RMSE

0.8 A
0.6
0.4 1

0.2 1

ES ARIMA Prophet SVR LST™M ANN GM FIG-GM

(a) 3 months estimated performance index results

3.0
N MAE
2.5 1 m MAPE
s RMSE
2.0 A
1.5 A
1.0 A
0.5 A

ES ARIMA Prophet SVR LSTM ANN GM FIG-GM

(b) 6 months estimated performance index results

Figure 5. Comparisons of forecasting performance on the China urban survey
unemployment rate aged 16-24 (monthly) data.
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4.2.2. Experiment 2: US unemployment rate time series

The US unemployment rate time series from January 2000 to December 2020 are used for this
experiment. The whole time series can be divided into 16 temporal windows based on £1 trend filtering.
The first 15 temporal windows data are used as training data to predict values in the last one temporal
window data. The predicted values of the FIG-GM(1,1) model is closest to the actual values. Also,
these predicted FIGs describe changes in the next one windows in a way easy that is for humans to
understand. In detail, the one outputs A G(a;, m;, b) i=16, where

(@16, 16, b16) = (5.32,7.35,9.94)

predict that the data for this time series in the next time window will be between 5.32 and 9.94, the
average value is 7.35, and these predictions are consistent with the real situation.

Table 2 and Figure 6 summarize the performances of these models. From the results in Table 2 and
Figure 6, whether predicting for 3 or 6 months, the MAE, MAPE, and RMSE values of FIG-GM(1,1)
model are smaller than those of other 7 comparative models, indicating the forecasting accuracy of the
proposed model is better than that of other models.

Table 2. Performance metrics for different forecasting models on the US unemployment rate
(monthly) data.

Model 3 months ahead forecast 6 months ahead forecast
MAE MAPE RMSE MAE MAPE RMSE

ES 5.329 0452 2.051 3.077 0276 4.020
ARIMA 2.783 0.255 2.246 4360 0.518 4.714
Prophet 8.160 0.705  4.041 6.450 0.659 6.735
SVR 4293 0.359 1.293 2.195 0.185 3.316
LSTM 6477 0.566 3.123 5.288 0.546 5.501
ANN 4713 0401 1.951 2782 0.253  3.539
GM 5.643 0483 2.489 3.727 0357 4.313
FIG-GM 2.630 0.226 1.201 2.040 0207 2.158
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m MAE
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(b) 6 months estimated performance index results

Figure 6. Comparisons of forecasting performance on the US unemployment rate (monthly)
data.

4.2.3. Experiment 3: Japan unemployment rate time series

The Japan unemployment rate time series from January 2000 to November 2023 are used for this
experiment, taking China as an example. The whole time series can be divided into 20 temporal
windows based on £1 trend filtering. The first 19 temporal windows data are used as training data to
predict values in the last one temporal window data. A few methods give precise predictions in this
experiment, and the FIG-GM(1,1) model has the best prediction accuracy. In detail, the one outputs
A, = G@;, 1y, by), i=20, where

(@20, Moo, bag) = (2.4,2.7,2.9)

predict that the data for this time series in the next time window will be between 2.4 and 2.9, the
average value is 2.7. This prediction is consistent with the practical situation, which shows that the
predicted FIG serve as fairly good tools to describe the future data.

The MAE, MAPE, and RMSE values of the FIG-GM(1,1) model are compared with the other 7
results in Table 3 and Figure 7. The experimental results show that among these 8 models, when
predicting 6 months, the MAE value of the FIG-GM(1,1) model is the smallest, the MAPE value is the
smallest consistent with the SVR model, and the RMSE value is slightly larger than the SVR model;
when predicting 12 months, the three performance indicators of the FIG-GM(1,1) model have the
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smallest values, reflecting that the predictive performance of FIG-GM(1,1) model is better than other
models.

Table 3. Performance metrics for different forecasting models on the Japan unemployment
rate (monthly) data.

Model 6 months ahead forecast 12 months ahead forecast
MAE MAPE RMSE MAE MAPE RMSE
ES 0.102 0.041 0.121 0.091 0.036 0.109
ARIMA 0.075 0.029  0.090 0.118 0.044 0.147
Prophet 0.122 0.048  0.145 0.163 0.062 0.208
SVR 0.065 0.026 0.066 0.300 0.119 0.848
LSTM 0.088 0.035 0.107 0.103  0.039 0.127
ANN  0.068 0.028 0.085 0.084 0.032 0.105
GM 0.175 0.070  0.189 0.131 0.051 0.150
FIG-GM 0.060 0.026 0.076 0.079 0.030 0.085

N MAE
[ MAPE
0.150 A s RMSE

0.125 A1

0.175 A

0.100 A
0.075 A
0.050 1
0.025 A

0.000 -

ES ARIMA Prophet SVR LSTM ANN GM FIG-GM

(a) 6 months estimated performance index results

0.8 . MAE
wes MAPE
W= RMSE

0.6

0.4 1

0.2

ES ARIMA Prophet SVR LSTM ANN GM FIG-GM

(b) 12 months estimated performance index results

Figure 7. Comparisons of forecasting performance on on the Japan unemployment rate
(monthly) data.
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4.2.4. Experiment 4: Germany unemployment rate time series

The Germany unemployment rate time series from January 2018 to November 2023 are used for
this experiment. Then, the whole time series can be divided into 17 temporal windows based on ¢1
trend filtering. The first 16 temporal windows data are used as training data to predict values in the
last one temporal window data. The FIG-GM(1,1) model has the best prediction accuracy among these
prediction methods. In detail, the one outputs A G(a;, m;, b, ;), i=17, where

@7, 17, b17) = (2.9,3,3.3)

predict that the data for this time series in the next time window will be between 2.9 and 3.3, the average
value is 3. This prediction is consistent with the practical situation, which shows that the predicted FIG
serve as fairly good tools to describe the future data.

Table 4 and Figure 8 summarize the performances of these models. From the results in Table 4 and
Figure 8, whether predicting for 6 or 12 months, the MAE, MAPE, and RMSE values of FIG-GM(1,1)
model are smaller than those of other 7 comparative models, indicating the forecasting accuracy of the
proposed model is better than that of other models.

Table 4. Performance metrics for different forecasting models on the Germany
unemployment rate (monthly) data.

Model 6 months ahead forecast 12 months ahead forecast

MAE MAPE RMSE MAE MAPE RMSE
ES 0.205 0.069 0.206 0.128 0.043 0.151
ARIMA 0.158 0.054 0.167 0.115 0.039 0.133
Prophet 0.330 0.112  0.355 0.286 0.096 0.309
SVR 0.210 0.071 0.214 0.173 0.058 0.180
LSTM 0.083 0.028 0.096 0.112 0.037 0.125
ANN  0.157 0.053 0.163 0.104 0.035 0.125
GM 0.357 0.121  0.359 0.428 0.142 0.436
FIG-GM 0.010 0.003 0.014 0.050 0.016 0.100
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Figure 8. Comparisons of forecasting performance on the Germany unemployment rate
(monthly) data.

5. Conclusions

This paper proposes a novel forecasting method called the FIG-GM(1,1) model based on fuzzy
information granules and grey forecasting model. In the FIG-GM(1,1) model, fuzzy information
granulation substantially reduces the sample complexity while effectively preserving the sample
characteristics and significantly improves the efficiency of the model by transforming the original
time series into a meaningful and easily manipulated granule time series. In empirical analysis, the
forecasting performance of our proposed model is evaluated by comparing the MAE, MAPE, and
RMSE values of three performance indicators between our proposed model and seven comparative
models (i.e., ES, ARIMA, Prophet, SVR, LSTM, ANN, and GM). The four empirical results indicate
that the MAE, MAPE, and RMSE values of the FIG-GM(1,1) model are significantly lower than those
of other models, indicating that the FIG-GM(1,1) model has better forecasting performance compared
to other models. Along with the better forecasting accuracy, another benefit of our method is using
granules to forecast future data, allowing us to describe future periods in a way that is easy for humans
to understand.

In addition, the forecasting effect of the method will be affected by the type of fuzzy granules, the
type of kernel function, the size of the granulation window, etc. In the future, these factors need to be
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discussed and further optimized in order to improve the application effect of the forecasting method.
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