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Durbin-Watson Statistic

AR(1)

Durbin-Watson statistic Table
residuals

DW
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t=2
Z“: 2
&
t=1
GAUSS
dw=sumc((e[2:n,.]-e[1:n-1,.)"2)/sumc(e”2);
vector’'vector

dw=(e[2:n,.]-e[1:n-1,.])'(e[2:n,.]-e[1:n-1,.]) / €€;
procedure

d=

proc dwtest(y,x);
local n,b,e,dw;
n=rows(x);
b=inv(X'xX)*x'y;
e=y-x*b;
dw=sumc((e[2:n,.]-e[1:n-1,.])"2)/sumc(e”2);
retp(dw);

endp;

OLS residuals

DW 1 e[1:n-1],.]
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e'e
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sumc sumc(e”2)
Wallis’' 4™ order Durbin-Watson statistic
t t-4
=P ta U
HO:.p O DW
n
PACELME
d= t:5n—
2.&
t=1
GAUSS
dw4=sumc((e[5:n,.]-e[1:n-4,.])"2)/sumc(e”2);
procedure
proc dw4test(y,x);
local n,b,e,dw4;
n=rows(x);
b=inv(X'xX)*x'y;
e=y-x*b;
dwd=sumc((e[5:n,.]-e[1:n-4,.])"2)/sumc(e”2);
retp(dw4);
endp;
du dl Wallis, K.F. (1972), "Testing for
Fourth Order Autocorrelation in Quarterly Regression Equations,” Econometrica, 40,
617-636. Kmenta, J. (1997), Elements of Econometrics.
Generalized Durbin-Watson statistic
residuals

D (e-8.))?
d _ t=j+1

2. €

t=1



j*1 n-j
gdw=sumc((e[j+1:n,.]-e[1:n-},.])*2)/sumc(e"2);
procedure

proc gdwtest(y,X,));
local n,b,e,gdw;
n=rows(x);
b=inv(X'xX)*x'y;
e=y-x*b;
gdw=sumc((e[j+1:n,.]-e[1:n-},.])"2)/sumc(e”2);
retp(gdw);

endp;

GAUSS Vinod, H.D.
(1973), "Generalization of the Durbin-Watson Statistic for Higher Order Autoregressive
Process,” Communications in Statistics, 2, 115-144
DW table Kmenta
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new; cls;

load data[31,2]=d:datafilel12.txt;
y=datal.,1]; x=data[.,2];

x_1=lagn(x,1); x_2=lagn(x,2); y_1=lagn(y,1);
x=ones(rows(data),1)~x_1~x 2~y 1;
y=y[3:31,.]; x=x[3:31,.];

call hstat(y,x,4,0.05);

proc hstat(y,x,j,pp);
local n,k,b,e,rho,s2hat,varb,h,p;
n=rows(x); k=cols(x);
b=inv(X'xX)*x'y;
exy-x*b;
s2hat=e'e/(n-k);
rho=inv(e[1l:n-1,.]'e[1:n-1,.])*e[2:n,.]'e[1:n-1,.];
varb=s2hat*inv(x'x);
if (1-n*varb[j,j])<0;
errorlog "Can't calculate h stat."”;
retp(".");
endif;
h=rho*sqrt(n/(1-n*varblj,j1));
p=2*cdfnc(abs(h));
if p>=pp;
print "h stat test (RESULT:Not reject H0O)";
print "No 1st order autocorrelation”;
else;
if h>0;
print "h Test (RESULT:Reject HO)";
print "Positive 1st order autocorrelation exists";
endif;
if h<O;
print "h Test (RESULT:Reject HO)";



print "Negative 1st order autocorrelation exists";
endif;

endif;

print "rho="rho; print" h="h; print" P="p;
retp(h);

endp;

h stat test (RESULT:Not reject HO)
No 1st order autocorrelation

rho= 0.22634165
h= 1.4147812
P= 0.15713265
p HO:
Autocorrelation procedure
OLS residuals p inv
inv
Variance 1/n
procedure retp procedure
0.05
0.05
procedure p
call
m test
OLS
m test

OLS residuals



OLS
Yt Bl BZZB33 BkkBk+1 t-1
HO: Bk+l 0
HLl: B # 0
Bk+l 0 Bk+l 0

00000 new; cls;

00O 00O load data[31,2]=d:datafile12.txt;

00O 000 y=data[.,1]; x=datal.,2];

00 000x_1=lagn(x,1); x_2=lagn(x,2); y_1=lagn(y,1);
0 O 0O 0O O x=ones(rows(data),1)~x_1~x 2~y 1;

00 000y=y[3:31,.]; x=x[3:31,.];

00O 00O 0O call mtest(y,x,0.05);

0 O 0O 0 O proc(0)=mtest(y,x,pp);
000000 local n,k,b,bz,e,ez,z,s2hat,varb,se,t,p;
00000 0O n=rows(x); k=cols(x);
000000 b=inv(X'X)*x'y;
000000 e=y-x*b;
O000000y=y[2:n,.]; z=X[2:n,.]~e[1:n-1,.];
000000 bz=inv(z'z)*z'y;
00000 0ez=y-z*bz;
00000 0O s2hat=ez'ez/(n-k-1);
00 000 O varb=s2hat*inv(z'z);
00 000 O se=diag(sqgrt(varb));
000000 t=bz./se;
00000 0O p=2*cdftc(abs(t),n-k-1);
00 0000if plk+1]>=pp;
0000000 print "m Test (RESULT:Not reject HO)";
0000000 print "No 1st order autocorrelation”;
000000 else;
0000000 if bz[k+1]>0;

residuals



00000000 print "m Test (RESULT:Reject HO)";
00 00O0DO0Od0dprint "Positive 1st order autocorrelation exists";
000000 0O endif;
0000000 if bz[k+1]<0;
00000000 print "m Test (RESULT:Reject HO)";
00000000 print "Negative 1st order autocorrelation exists";
000000 0O endif;
00000 0O endif;
OOO0DO0OOprint" t="t[k+1]; print" P=" p[k+1];
000000 retp;
00 000endp;

m Test (RESULT:Not reject HO)
No 1st order autocorrelation

t= 1.8482894

P= 0.076919982

procedure

OLS
OoLS
P 0.05
procedure

P

Box-Pierce Q Test
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datafile13.txt D
DW procedure Q 12

00000 new; cls;

00O 00O load data[40,3]=d:datafile13.txt;

00000 Y=data[2:40,1]; L=data[2:40,2]; K=data[2:40,3];
00000 y=In(Y); x=ones(39,1)~In(L)~In(K);

00000 print "DW=" dwtest(y,X);

00O 00 0O call bpgtest(y,x,12,0.05);

0O 0O 00O proc dwtest(y,x);
O0000000local n,b,e,dw;
O O n=rows(x);
O O b=inv(X'X)*X'y;
O O e=y-x*b;
O O dw= sumc((e[2:n,.]-e[1:n-1,.])2) / sumc(e”2);
O O retp(dw);
00 000endp;

0 0 0O O O proc(0)=bpqtest(y,x,p,pp);

O0O0O0O000dlocal n,b,e,bpg,bpaj,p.j;

00000000 n=rows(x);

00000000 b=inv(xX'x)*X'y;

000000000 e=y-x*b;

00000000j=1; bpg=0;

00000000 do while j<=p;

00000000004 print/rzj"th order";;

00000000004 bpgj=n*(sumc(e[j+1:n,.].*e[1:n-},.])/sumc(e”2))"2;
00000000000 bpg=bpg+bpaj;

00000000000 if edfchic(bpg,j)>=pp;

0000000000000 0print " Box-Pierce Q =" bpg "(RESULT: Not reject HO)";
O00OO0O0D00OO00O0Odelse;

0000000000000 0print " Box-Pierce Q =" bpg "(RESULT: Reject HO)";



00000000000 endif;
000O0000000dj=j+1;
00000000 endo;

00 000endp;

DW= 0.85808023
1 th order Box-Pierce Q =
2 th order Box-Pierce Q =
3 th order Box-Pierce Q =
4 th order Box-Pierce Q =
5 th order Box-Pierce Q =
6 th order Box-Pierce Q =
7 th order Box-Pierce Q =
8 th order Box-Pierce Q =
9 th order Box-Pierce Q =
10 th order Box-Pierce Q =
11 th order Box-Pierce Q =
12 th order Box-Pierce Q =

DW Test
DW
procedure Q
0.05

Ljung-Box Q' Test

Q OLS residuals

o PICTW

2

Q=n(n+2)Y | ==——1 /(n-})~%*(p)

j=1 Z etz
t=1

12.183290 (RESULT:
12.267335 (RESULT:
13.726258 (RESULT:
13.843002 (RESULT:
15.419349 (RESULT:
15.507005 (RESULT:
17.127147 (RESULT:
21.245578 (RESULT:
22.894072 (RESULT:
23.869820 (RESULT:
26.059211 (RESULT:
28.494196 (RESULT:

Reject HO)
Reject HO)
Reject HO)
Reject HO)
Reject HO)
Reject HO)
Reject HO)
Reject HO)
Reject HO)
Reject HO)
Reject HO)
Reject HO)

12

X 2



new; cls;

load data[40,3]=d:datafile13.txt;
Y=data[2:40,1]; L=data[2:40,2]; K=data[2:40,3];
y=In(Y); x=ones(39,1)~In(L)~In(K);

call Ibgtest(y,x,12,0.05);

proc (0) = lbqtest(y,x,p,pp);
local n,b,e,lbq,lbqj,p.j;
n=rows(x);
b=inv(X'xX)*x'y;
e=y-x*b;
j=1; Ibg=0;
do while j<=p;
print/rz j "th order";;
Ibgj=n*(n+2)*(sumc(e[j+1:n,.].*e[1:n-j,.])/sumc(e”2))"2/(n-});
Ibg=Ibg-+Ibgj;
if cdfchic(lbq,j)>=pp;
print " Ljung-Box Q' =" Ibg "(RESULT: Not reject HO)";

else;
print " Ljung-Box Q' =" Ibg "(RESULT: Reject HO)";
endif;
j=it+L;
endo;
endp;

1 th order Ljung-Box Q' = 13.145129 (RESULT: Reject HO)
2 th order Ljung-Box Q' = 13.238260 (RESULT: Reject HO)
3 th order Ljung-Box Q' = 14.899811 (RESULT: Reject HO)
4 th order Ljung-Box Q' = 15.036568 (RESULT: Reject HO)
5 th order Ljung-Box Q' = 16.937457 (RESULT: Reject HO)
6 th order Ljung-Box Q' = 17.046363 (RESULT: Reject HO)
7 th order Ljung-Box Q' = 19.122169 (RESULT: Reject HO)
8 th order Ljung-Box Q' = 24.569127 (RESULT: Reject HO)

9 th order Ljung-Box Q' = 26.822069 (RESULT: Reject HO)



10 th order Ljung-Box Q' =
11 th order Ljung-Box Q' =
12 th order Ljung-Box Q' =

nin+2) 2
Breusch-Godfrey L M Test
LM OoLS
¢« BO Bp1 1 Bk k p;1 w1 P2
OoLS R2
nR2 X )
p 1 p t-p
F

Fo (RSS -RSu)/p _(RSS -RSu)/p
RSu/(n—k — p) RSu/n

pF’ X 2(P)

datafilel3.txt
nR2

new; cls;
load data[40,3]=d:datafile13.txt;

28.201574 (RESULT: Reject HO)
31.407469 (RESULT: Reject HO)
35.105038 (RESULT: Reject HO)

Q
n(n+2) (n-j)
Breisch-Godfrey
residuals
t Ptp tp
F F= R2
Q
procedure
pF’

Y=data[2:40,1]; L=data[2:40,2]; K=data[2:40,3];

y=In(Y); x=ones(39,1)~In(L)~In(K);
call bglmtest(y,x,4,0.05);
/*

** Breusch-Godfrey LM Test for Autocorrelation AR(p)
** (C) Copyright 2002 Yosuke Amijima. All Rights Reserved.



proc(0)=bglmtest(y,x,p,pp);
local n,b,e,i,j,ematrix,e0,y1,x1,b1,nl,el,r2,chi2,pv,pf,pvi;
print "Breusch-Godfrey LM Test for AR(p)";
n=rows(x);
b=inv(X'xX)*x'y;

exy-x*b;

i=1;
do while i<=p;
print/rz “(DF) Up to" i "th order";
ematrix=zeros(n-i,i);
=L
do while j<=i;
ematrix[.,j]=e[i+1-j:n-j,.];
=i+,
endo;
eO0=e[i+1:n,.];

y1=e0; x1=x[i+1:n,.]~ematrix;

bl=inv(x1'x1)*x1'y1;

nl=rows(x1);

el=yl-x1*b1l;
r2=1-el'el/(yl'(eye(nl)-1/n1*ones(nl,1)*ones(nl,1)")*yl);
chi2=n*r2;
pv=cdfchic(chi2,i);
if pv>=pp;
print "LM Test (RESULT:Not reject HO)";
else;
print "LM Test (RESULT:Reject HO)";
endif;
print "nR2 =" chi2; print "Prob>X2=" pv;

pf=(e'e-el'el)/e'e*n;
pvl=cdfchic(pf,i);
if pvl>=pp;
print "LM Test (RESULT:Not reject HO)";



else;
print "LM Test (RESULT:Reject HO)";

endif;
print "pF’ =" pf; print "Prob>X2=" pv1,
print;
i=i+1;

endo;

retp;

endp;

Breusch-Godfrey LM Test for AR(p)

(DF) Up to 1 th order
LM Test (RESULT:Reject HO)
nR2 = 13.298582

Prob>X2=  0.00026560691
LM Test (RESULT:Reject HO)
pF' = 13.396907
Prob>X2=  0.00025203956

(DF) Up to 2 th order
LM Test (RESULT:Reject HO)
nR2 = 20.587587

Prob>X2=3.3842490e-005
LM Test (RESULT:Reject HO)
pF = 21.473635
Prob>X2=2.1729983e-005

(DF) Up to 3 th order
LM Test (RESULT:Reject HO)
nR2 = 22.016528

Prob>X2=6.4716620e-005
LM Test (RESULT:Reject HO)
pF' = 23.524008
Prob>X2=3.1399963e-005



(DF) Up to 4 th order
LM Test (RESULT:Reject HO)

nR2 = 22.555236
Prob>X2= 0.00015534841

LM Test (RESULT:Reject HO)

pF = 24.110031
Prob>X2=7.5919038e-005

R2

residuals

i=1;
do while i<=p;
ematrix=zeros(n-i,i);
=1
do while j<=i;
ematrix[.,j]=e[i+1-j:n-},.];
=i+,
endo;
eO=g[i+1:n,.];
i=i+1;
endo;

lagn(e,i) e

residuals

zeros(n-p,p)

zeros(n-i,i) ematrix
ematrix

residuals

modified F

i+1 N



ematrix

OLS
X2 P 0.05
OLS RSS RSS
OLS RSS RSS F
X 2
Correlogram
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Pii  PI*I/IPIl
AC
PAC

new; cls;
load data[40,3]=d:datafile13.txt;
Y=data[2:40,1]; L=data[2:40,2]; K=data[2:40,3];
y=In(Y); x=ones(39,1)~In(L)~In(K);
call correlogram(y,x);
[*
** Correlogram(Autocorrelation and Partial Auctocorrelation) up to 12 lags
** (C) Copyright 2002 Yosuke Amijima. All Rights Reserved.
*/
proc(0)=correlogram(y,x);
local n,k,b,e,i,j,ej,e0,cov,pmatrix,psmatrix,pcol,ac,pac,axis;
n=rows(x);
b=inv(X'X)*X'y;
e=y-x*b;
pcol=1]zeros(12,1);
i=1;
do while i<=12;
=1
do while j<=i;
e0=¢[i+1:n,.];
ej=e[i+1-j:n-j,.];
j=itL
endo;
cov=vcx(e0~ej)/stdc(e0)/stdc(ej);
pcol[i+1,1]=cov[2,1];
i=i+1;
endo;
ac=pcol[2:13];

pmatrix=pcol~lagn(pcol,1)~lagn(pcol,2)~lagn(pcol,3)~lagn(pcol,4)~lagn(pcol,5)~lagn(pco



1,6)~lagn(pcol,7)~lagn(pcol,8)~lagn(pcol,9)~lagn(pcol,10)~lagn(pcol,11)~lagn(pcol,12)

pmatrix=lowmat(pmatrix)+lowmat(pmatrix)'-eye(13);
pmatrix=pmatrix[1:12,1:12];
psmatrix=pmatrix;
k=1; pac=zeros(12,1);
do while k<=12;
psmatrix[.,K]=pcol[2:13];
pac[k,.]=det(psmatrix[1:k,1:K])/det(pmatrix[1:Kk,1:K]);
psmatrix=pmatrix;
k=k+1;

endo;

print "LAG AC PAC";;
axis=sega(1,1,12);

print/lz axis~ac~pac;

library pgraph;

graphset;

begwind; window(2,1,0);
setwind(1);
title("Autocorrelation™);
bar(axis,zeros(12,1)~ac);
setwind(2);

title("Partial Autocorrelation™)

bar(axis,zeros(12,1)~pac);

endwind;

retp;
endp;

procdedure t tj
AC VCX
Covariance (2,1) (1,2)
12
pcol

Variance-

LM



12

P lagn
lowmat
eye(13) 12x 12 P
PAC P
P determinant PAC
12
AC PAC (2,1)
1 O 3) begwind endwind
window(2,1,0)
setwind( )
setwind(2) nextwind retp

procedure

retp

procedure




LAG AC PAC

1 0.56570204 0.56570204
2 -0.049131509 -0.54288312
3 -0.20623685 0.29975625
4 0.059664836 0.14693002
5 0.22462201 -0.12163165
6 0.058698634 -0.078372911
7 -0.21948295 -0.12020132
8 -0.35702212 -0.22028321
9 -0.22387284 0.071793599
10 -0.17547278 -0.46167669
11 -0.2772428 -0.044944533
12 -0.30358287 0.02739833

Newey-West Covariance Estimator
White HCSE OoLS B

Newey-West Covariance Matrix SE

n . q n . .
Var@ = (X'X)‘{Zefxtxt +Y > wee (XX + X xi)}(X'X)‘l
t=1 i=1 t=i+1
q+1
e.*x

smatrix

new; cls;

load data[40,3]=d:datafile13.txt;
Y=data[2:40,1]; L=data[2:40,2]; K=data[2:40,3];
y=In(Y); x=ones(39,1)~In(L)~In(K);

{b,se,t,p,varb,nwse,tnw,pnw,nwvarb,df,r2,r2bar}=neweywest(y,x,1);
print "OLS with SE";
print" beta se beta/se p":;



print b~se~t~p;

print "Original Covariance Estimator" varb;

print "OLS with Newey-West SE";

print" beta nwse beta/nwse p":;
print b~nwse~tnw~pnw;

print "Newey-West Covariance Estimator" nwvarb;

print" R2="r2; print "R2bar=" r2bar;

proc(12)=neweywest(y,x,nlag);
local n,k,df,b,e,s2hat,varb,se,t,p,pnw,r2,r2bar,h,smatrix,i,w,nwvarb,nwse,tnw;
n=rows(x); k=cols(x); df=n-k;
b=inv(x'X)*X'y;
e=y-x*b;
s2hat=e'e/(n-k);
varb=s2hat*inv(x'x);
se=sqrt(diag(varb));
t=b./se;
p=2*cdftc(abs(t),df);
r2=1-e'e/(y'(eye(n)-1/n*ones(n,1)*ones(n,1)")*y);
r2bar=1-(1-r2)*(n-1)/(n-Kk);

h=(e.*x)";

smatrix=zeros(k,k);

i=1;

do while i<=nlag;
w=1-i/(nlag+1);
smatrix=smatrix+2*w*(h[.,i+1:n]*h[.,1:n-i]";
i=i+1;

endo;

smatrix=h[.,1:n]*h[.,1:n]'+smatrix;

nwvarb=inv(x'x)*smatrix*inv(x'x);

nwse=sqrt(diag(nwvarh));
tnw=Db./nwse;
pnw=2*cdftc(abs(tnw),df);

retp(b,se,t,p,varb,nwse,tnw,pnw,nwvarb,df,r2,r2bar);



endp;

OLS with SE
beta se
-3.9377145 0.23699929
1.4507860 0.083228446
0.38380813 0.048017824
Original Covariance Estimator
0.056168663 -0.018805540

-0.018805540 0.0069269742
0.0092666405 -0.0038019678
OLS with Newey-West SE

beta nwse
-3.9377145 0.30408788
1.4507860 0.11276231
0.38380813 0.064882436
Newey-West Covariance Estimator
0.092469438 -0.033431796
-0.033291740 0.012715339
0.017710153 -0.0071341890
R2= 0.99462716
R2bar= 0.99432866
smatrix

beta/se
-16.614879
17.431372
7.9930345

0.0092666405
-0.0038019678
0.0023057114

beta/nwse
-12.949265
12.865877
5.9154395

0.017864672
-0.0071628394
0.0042097304

p
1.8332298e-018

3.9260341e-019
1.7129662e-009

p
4.1003916e-015

4.9699434e-015
9.0143451e-007

White HCSE

(h[.,i+L1:n]*h[.,1:n-i]")

hL.,1:n]*h[.,1:n]

X'X inverse

OLS
OLS
OLS

Newey-West Var(B )

R2

e.*x

e'e

Var(B )

B

Var(B )



SE

SE

PP Test
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