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Abstract: This paper assesses how Cyprus’ economy coped with the Covid-19 pandemic by generating two series 
of forecasts with wavelet analysis: forecasts using data including the pandemic (from Q4 1997 to Q2 2022) and not 
including the pandemic (from Q4 1997 to Q3 2019). The difference of their averages is an indicator of the resilience 
of the economy during the pandemic, the greater the difference, the more resilient the economy. Eurozone and 
Germany are used as benchmarks: subtracting the Q3 2022 to Q4 2050 GDP growth rate (quarterly and 
annualized) average forecast of Cyprus obtained with the Q4 1997-Q2 2022 data, +1.62%, by the one obtained 
with the Q4 1997-Q3 2019 data, +1.47%, the difference is +0.15% whereas with Eurozone the difference is +0.11%, 
[+0.68% - (+0.57%)] and with Germany the difference is -0.12% [+0.89% - (+1.01%)]. Thus, Cyprus’ economy 
shows a slightly higher resilience (+0.15%) than the Eurozone’s (+0.11%) based on Q3 2022-Q4 2050 forecasts 
and a stronger resilience than Germany’s (-0.12%). Moreover, the average of the Q3 2022-Q4 2050 quarterly 
(annualized) growth rate forecasts of Cyprus is expected to be +1.62% with the Q4 1997-Q2 2022 data whereas it 
is expected to be only +0.68% for the Eurozone and +0.89% for Germany. Cyprus’ economy shows better prospects 
than the Eurozone’s and Germany’s economies. 
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3. Methodology 

3.1. Overview of the methodology

-

2022 to Q4 2050 Real GDP gro



115 
 

ONLINE JOURNAL MODELLING THE NEW EUROPE
NO. 42 / 2023

 

  

Step 1: De-noising and Compression of the first-order 
difference of the time series 

Step 2: Wavelet Decomposition
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3.2. Assessing the forecasting ability of wavelet analysis

-

-
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   509.6706 512.3826 547.5427

   508.8909 733.9306 715.2085

   734.6537 739.2543 743.7683       

 

3.3. Dealing with structural breaks
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3.4.Is wavelet analysis a more suitable choice for the research question?  
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3.5. A remark about the choice of level 2 decomposition / Threshold 
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4. Results
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4.1. Q3 2022 to Q4 2050 forecasts of Cyprus and the Eurozone Real GDP growth 

rates (quarterly and annualized).
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4.2. Q3 2022 to Q4 2050 quarterly Real GDPs Forecasts of Cyprus, Germany and the 

Eurozone
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4.3. Assessing the resilience of Cyprus’ Economy after the Covid-19 Pandemic
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 5. Conclusion and Discussion 
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