CHAPTER T:

1.
2.

[o\ WV}

TABLE OF CONTENTS

THE MODEL AND METHODOLOGY

INTRODUCTION 4 i4euosesonnocennanerosasenstoeeneasasoncasassasnnsonsas
THE MODEL & evvueurnonoanasasonsssnsasnonssennssansasnsssnacssensnsnnn
2.1 Equations and Assumptions ............ I
2.2 Some Notation and Terminology «eveeeeeesarosesssnnesanescansanns
2.3 TIdentification of the Model when

no Errors are Present .....cieverretecssecnonsaonnnnss creare e
THE PARAMETERS AND THE ADMISSIBLE

PARAMETER SPACE .. iuiiiiernnrrrecrnncnnncnessnenonsnasans crerens
ANALYSIS OF IDENTIFICATION ..veevieennncnscansnansnnasns [N Ceaaaan
4.1 The Identification Problem ........uvv eseeenn e reearens
4.2 The Covariance Equations ........... Chrerrei e evanaen
4.3 Locally Isolated Solutions of the

Covariance Equations .....ceonuvene Cearenen s aenesae e
Lol SUNMALY covevervvroononorse Ceeraesesr e e ab e s e e e
A REMARK ON ESTIMATION ..vvvvevconasonnnnesse D SR
AN EXAMPLE: DYNAMIC VS. CONTEMPORANEOUS MODELS cvivnvevnnnnnoncnnenn

CHAPTER II: WHITE-NOLSE SHOCK; WHITE-NOISE EXOGENOUS

1.

N

VARTABLES
THE CASE OF ONE EXOGENOUS VARIABLE ...ivevienevnocnsnncncane T
1.1 One Lag per Variable .....veveieeennsns rseesrenarenes e
1.2 The Effect of Additional "a Prlorl"

Information «..eeeeeeevonsnaasns i ierresiaeies reesearamrae e
1.3 Increasing the Number of Lags of the

Variables ..v.ieeervvenncnsnsasannsanas Leeroaetnsacnannesonns PN
THE GENERAL CASE ...vtisieereevasnsnsssaasasassetonsanns saeesaaranae B
SOME EXAMPLES AND CONCLUSIONS ...iivevevecnanasson srbesensrsersaran “

CHAPTER ITI: AUTOCORRELATED SHOCK; WHITE-NOISE

1.

EXOGENOUS VARIABLES. I.

MOVING AVERAGE PROCESS . vvetevmcnenceesneassesascosnensbnanorsonas ‘e
1.1 An EXample ..iveeenivnironenanersonssssssnsesonsannssns [P
1.2 The General CaS@ ...uviveseneoreaesssansssssonnsansssasaanssos caan
1.3 Some Examples and Conclusions .....veveevecrercnnaanenss N
AUTORZEGRESSIVE PROCESS ..t vt ttsnecacenarossssnsnsesassascvsoamososss
2.1 The General Case .......vevvaeues e, P beevean .
2.2 AN ExXample ....ieiieresiirinaacnsieectairoseaaronns Ceeessassesees
2.3 A Remark on the Identification of the

Autoregressive Process for the Shock ........ e her i ar i
2.4 Some Final Remdarks ...cceveneescavonsnes . e RPN

CHAPTER IV: AUTOCORRELATED SHOCK; WHITE-NOISE

1.

EXOGENOUS VARIABLES. II.
AUTOREGRESSIVE-MOVING AVERAGE PROCESS .............: Leesssseneanennun
1.1 The General Case ....cceersvvanns ereeeeirarrerre s aar ey e
1.2 Some RemarksS .....eeeeencesnnssvcnsnnnes eeirseantiecsoneoancnnn
1.3 Some EXamples ....veeereseacsoosananses fe s estiweer e

28
28

30

32
34
42

45
45
46
56
58
58
63

66
67



Vit

TABLE OF CONTENTS cont.

CHAPTER V: AUTOCORRELATED EXOGENOUS VARIABLES;
WHITE-NOISE SHOCK

1. SOME EXAMPLES tuiuvcnecsnnasnosnnsososonsssnaassocsssssssasasnssnanasse
1.1 First EXampPle ...i.iieerenssssnsceseessasossonensasssossannsssaneasns
1.2 Second EXample .....ceeerineeneranrnoceessaosnnasccssssasssnnnas
2. MOVING AVERAGE PROCESSES ..uiivverevossssssnssnsoneseesnsssnsnnransansas
3. AUTOREGRESSIVE-MOVING AVERAGE PROCESSES ..vieerensnenescecnssnaranense
4. SOME FINAL REMARKS ...i.ieevereenncncncncnnans e eerieeeiiaesataaraes

CHAPTER VI: AUTOCORRELATED SHOCK; AUTOCORRELATED
EXOGENOUS VARIABLES; THE GENERAL MODEL

1. AUTOCORRELATED SHOCK AND AUTOCORRELATED
EXOGENOUS VARIABLES .t iveveunnansnerocacssonosssnannsasscssnanssnans
1.1 The General CaSE ...uivsironranssnanesersansaacasessosssannannss
1.2 Some EXAmMPLleS tueuesereuonossoeeesssssonnaacsssssnssonasssssosan

2., THE GENERAL MODEL . ...uiiiinveeesesnsencenesussnssssosoansonsssannass
2.1 The General ReSULL t.uv.tvirveennoronsoennsoncosanasnenesessnnsss
2.2 AN EXAmMPIe .iuiiiniieiensosrannntincnectastssantnoessstsesanseansns

CHAPTER VII: SOME EXTENSIONS OF THE GENERAL MODEL

1. CORRELATION BETWEEN EXOGENOUS VARIABLES ...ciiieeernoseaneocnnannncns
2, NON STATIONARITY .ivecuenneanecnencsnaasosassscenssscsnanssnananssna
2.1 AN EXAMPLE t.vviitiuerensoconsosacacaoansescssscsasnsanssssnsnnns
2.2 The General CASE ....ceeveensocencrenrancssssscesasssssnssssnnsnn
3. A PRIORI ZERO RESTRICTIONS IN THE
COEFFICIENTS (SEASONAL MODELS) vuvevenvnncenencnncsosssansannnsnnnns
4. AUTOCORRELATED ERRORS OF MEASUREMENT ..vvuveevecenoeacannccansssannns
CHAPTER VITI: SUMMARY ...uvvuueuenneenconncencoacnanasnsannasssssssoncssnsnnns
APPENDIX
1. Proof that the Jacobian JI of (2.15) is Nonsingular ......ceveveeeoeen
2, AD EXAMPLle 1 i.iieiiiiuneesetenatoeeroseacssssosonnsssanonasssssanaenen

RE RN CE S L.t tit ittt iintee s tasasosoaonennnacsensesoesnsnnosnsnnnenes

109
109
115
120
120
122

129
133
133
136

138
142

145

149
152

156



