3.19 VAR (1) ver.0.1
oLS
OoLS
lag
OoLS
VAR(2)
t Bll B12 t-1 BlS t-1 Bl4 t-1 BlS t'2 BlG t'2 Bl? t'2 ul
t B21 822 t-1 B23 t-1 B24 t-1 BZS t'2 BZG t'2 B27 t'2 u2
t B31 B32 t-1 B33 t-1 B34 t-1 B35 t'2 B36 t'2 B37 t'2 U3
GAUSS
(N 2)x 3 (N-2)x (1 2x 3)
t t t 1 t-1 t-1 t-1 t-2 t-2 t-2
OoLS 2
data

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 data=Y~L~K;
00000 call varmain(data,2);0 O 0O O

proc(6)=varmain(data,lag);

/* Lag # here is predetermined as 2. */



local n,k,i,xlag,y,x,b,e,vcv,se,t,xgiven,projection,projectiont;
local j,a,datal,nl,datahat,x1,y1;
n=rows(data); k=cols(data);
i=2; xlag=data[lag:n-1,.];
do while i<=lag;
xlag=xlag~data[lag+1-i:n-i,.];
i=i+1;
endo;
y=data[lag+1:n,.];
x=ones(n-lag,1)~xlag;
b=inv(x'X)*x'y;
print "b:" b;
e=y-x*b;
vev=e'e/(n-lag);
se=sqrt(diag(inv(x'x))*diag(vcv)");
t=b./se;
/* Projection */
i=0; xgiven=1;
do while i<=lag-1;
xgiven=xgiven~data[n-i,.];
i=i+1;
endo;
projection=(b'xgiven')’;
print "Projection(T+1):";print projection;
/* Projection a periods ahead */ a=5;
print/lz "Projections(T+a): a=2 through" a;
datal=data]| projection;
i=2;
do while j<=a;
nl=rows(datal);
i=0; xgiven=1;
do while i<=lag-1;
xgiven=xgiven~datal[nl-i,.];
i=i+1;
endo;

projectiont=(b'xgiven')’;



print projectiont;
datal=datal]|projectiont;
=i+,
endo;
/* VAR Estimated Data in the past */
j=lag; datahat=zeros(n,k);
do while j<=n-1,
i=0; xgiven=1;
do while i<=lag-1;
xgiven=xgiven~data[j-i,.];
i=i+1;
endo;
datahat[j+1,.]=(b'xgiven’)’;
=i+,
endo;
datahat=datahat[lag+1:n,.];
/* Graph real data vs. estimated data */

library pgraph;
k=1; @ k=1) 1 only. 0) No graph. k) All graphs. @
i=1;

do while i<=1;
graphset;
x1=seqa(lag+1,1,n-lag);
yl=data[lag+1:n,i]~datahat[.,i];
_plegctl=1;
_plegstr="Real¥000Estimated";
Xy(x1,y1);
i=i+1;

endo;

retp(b,se,t,vcv,projection,datahat);

endp;

data varmain procedure
Proc varmain OLS

Projection =5 Projection



VAR Estimated Data

OLS

oLS
B =inv(xX'x)X’y B
t-1 t-1 t-1
t-2
Variance Covariance
vev= (n lag)
EVIEWS
vev= (n lag cols(x)) B SE
se=sqrt(diag(inv(x'x))*diag(vcv)");
B se X
t=b./se;
projection B
t-1 N t-2 N 1
N+1 B 11 B 12 N B 13 N B 14 N B 15 N-1 B 16 N-1 B 17  N-1
N+1 B 21 B 22 N B 23 N B 24 N B 25 N-1 B 26 N-1 B 27 N-1
N+1 B 31 B 32 N B 33 N B 34 N B 35 N-1 B 36 N-1 B 37 N-1
N+1 N+1 N+1 projection
B X b’ X
X X
Xgiven=1 x
xgiven
xgiven’ b’ X
projection X
projection t
projection Xgiven
projhection projection
i projection
j=2 prujection a= projectuon
Estimated Data VAR(2)
VAR Estimated i
j lag n-1 lag+1
Estimated Data X datahat



Estimated Data lag

datahat=datahat[lag+1:n,.]; lag
Real Data Estimated Data
i
pgraph graphset
graphset;
_plegctl=1;
_plegstr=
¥000 ¥
¥
lag+1 Xy

72.950335 98.852559 23.062726
1.2728367 0.20474814 -0.065690855



-0.64742976 0.52189797 0.015346008

1.1757222 0.29065623 1.5348256
0.066626261 0.29232077 0.21806960
0.087756574 -0.26734743 -0.20352127
-1.5861833 -1.0159535 -0.74958780
Projection(T+1):
662.69046 319.77700 263.43280
Projections(T+a): a=2 through 5
694.73647 329.08436 278.48765
725.96392 334.38234 291.87020
757.08759 339.01523 304.24911
789.57597 345.51962 316.97525
Akaike Schwarz Hannan-Quinn
Criteria
LL:—k%(1+In2n)—£In|Q| Q det(VCV),T
AIC:—& @,SC:_EJFnInT’HQ:_ZLLJanIn(InT)
T T T T T T
n AlIC SC HQ
new; cls;

load data[40,3]=d:datafile13.txt;
Y=data[2:40,1]; L=data[2:40,2]; K=data[2:40,3];
data=Y~L~K;

call varlag(data,l);

proc varlag(data,opt);

Information

local maxlag,crit,aic,sc,hq,fpe,j,i,n,Kk,t,np,xlag,y,x,b,e,s2mat,detvcov,ll,lag;
/* opt= 1 for min AIC, 2 for min SC, 3 for min HQ. */



if opt==1,
print "Min AIC criterion:";
elseif opt==2;
print "Min Schwarz information criterion:";
elseif opt==3;
print "Min Hannan-Quinn information criterion:";
else;
errorlog "ERROR:Opt # must be 1:AIC or 2:SC or 3:HQ.";
retp(-1);
endif;
maxlag=1;
do while maxlag<=24;
if rows(data)-maxlag-cols(data)*maxlag-1<cols(data);
@ d.f. is set to be more than # of variables. @
break;
endif;
maxlag=maxlag+1;
endo;
maxlag=maxlag-1;
crit=zeros(maxlag,3);
=1
do while j<=maxlag;
n=rows(data); k=cols(data); t=n-j; np=k*(1+k*j);
i=2; xlag=datalj:n-1,.];
do while i<=j;
xlag=xlag~data[j+1-i:n-i,.];
i=i+1;
endo;
y=data[j+1:n,.];
x=ones(n-j,1)~xlag;
b=inv(X'x)*x'y;
e=y-x*b;
s2mat=e'e/(n-j);
detvcov=abs(det(s2mat));
if detvcov<le-16; /* Avoid O determinant. */

detvcov=1e-16;



endif;

H=-k*t/2*(1+In(2*pi))-t/2*In(detvcov);
aic=-2*ll/t+2*nplt;

sc=-2*ll/t+np*In(t)/t;
hg=-2*ll/t+2*np*In(In(t))/t;

crit[j,.]J=aic~sc~hq;

=ity
endo;
print" LAG

print sega(1,1,maxlag)~crit;

lag=minindc(crit][.,opt]);

print;

print/rz "Choice of LAG #" lag;

call varmain(data,lag);

retp(lag);
endp;

proc varmain

Min AIC criterion:
LAG

1.0000000
2.0000000
3.0000000
4.0000000
5.0000000
6.0000000
7.0000000
8.0000000

Choice of LAG #

det(vcv)

18.
18.
18.
18.
18.
18.
18.
16.

AlC

414644
305424
374404
655474
643364
627329
764165
406679

-INF

18.
19.
19.
20.
20.
21.
21.
19.

SC
931776
219729
694003
388576
798226
212206
787246
876003

SC

18.
18.
18.
19.
19.
19.
19.
17.

HQ
598636
627759
834979
253741
378233
497061
766231
537592

HQ";



HQ
-1

crit=zeros(maxlag,3);

proc varlag
AlC
retp

VCV

SC

crit[j,.]J=aic~sc~hq;

maxlag
crit
lag=minindc(crit][.,opt]);
lag
lag vcv  determinant
le-16 le-16
maxlag
Maxlag
deteminant singular
Impulse Response Function
VAR B
MA Variance Covariance vcv  Cholesky
Impulse Response
1
new; cls;

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

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

data=Y~L~K;

ddata=data[2:rows(data),.]-data[1:rows(data)-1,.];

{b,se,t,vcv,projection,datahat}=varmain(ddata,2);

call impulse(b,vcv,2,10); /* Lag 2 and period 10 here are predetermined.

dDATA

*/



proc impulse(b,vcy,lag,period);
local i,j,k,ma,a0,irf,malag;
malag=period-1;
/* MA Representation */
k=cols(b);
ma=zeros(malag*k,k);
ma[l:k*lag,.]=b[2:k*lag+1,.];
i=1;
do while i<=malag-1;
j=k*minc((i+lag) | malag);
ma[i*k+1:j,.]=ma[i*k+1:j,.]+b[2:(j-i*k)+1,.]*ma[i*k-k+1:i*K,.];
i=i+1;
endo;
/* Cholesky Decomposition */
a0=chol(vcv);
print "A0=" a0;
/* Impulse Response Function */
i=1;
do while i<=malag;
ma[(i-1)*k+1:i*k,.]J=a0*ma[(i-1)*k+1:i*k,.];
i=i+1;
endo;
irf=reshape((a0 | ma),malag+1,k*k);
/* Display Results */

print; "Impulse Responses";

print "Response Period  Shock to";

print " of "print/rz seqa(1,1,k)";

print/lz i;;
print/rz sega(1,1,malag+21)~irf[.,(i-1)*k+1:i*K];
i=i+1;

endo;



retp(irf);

endp;
proc varmain
proc impulse MA B
Cholesky VeV lag
period period
MA

ma[l:k*lag,.]=b[2:k*lag+1,.];
10 ma=zeros(malag*k,k); MA
MA i=1 maxlag-1

j= j=k*minc((i+lag) | malag); ma[i*k+1:j,.]

mal[i*k+1:j,.J=ma[i*k+1:j,.]+b[2:(-i*K)+1,.J*mafi*k-k+1:i*kK, J;

MA vev  Cholesky a0
MA maxlag
MA a0
MA
reshape
irf=reshape((a0 | ma),malag+1,k*Kk);
10x IRF
seqa(l,1,malag+1)~irf[.,(i-1)*k+1:i*K]
I k( ) 10
print FED
Impulse Response irf
Cholesky
A0=
12.009129 5.0685771 3.0582129
0.00000000 3.1373825 0.45123564

0.00000000 0.00000000 2.1571806



Impulse Responses

Response Period Shock to

of 1

1
1 12.009129
2 3.262761
3 2.6706386
4 1.5432079
5 0.93928453
6 0.81790153
7 0.51601531
8 0.3998483
9 0.27523921
10 0.25200225
11 0.21499471
12 0.17469265
13 0.12938835
14 0.10468807
15 0.093400058
16 0.082812336
17 0.066631298
18 0.051166303
19 0.041916397
20 0.037306072

2

© 00 N o O b~ W N

0
-0.83168136
0.14819014
-0.79971368
0.15529043
0.13552553
0.20090861

-0.082007748
-0.076818281

5.0685771
1.3391903
0.43676015
0.15347411
0.20545964
0.35037202
0.09124529
-0.073973554
-0.080844964
0.039006665
0.072582106
0.015675432
-0.038480014
-0.026165426
0.012654636
0.022839526
0.0023739879
-0.013540354
-0.0078460433
0.0049761379

3.1373825
0.091781409
-1.3469567
-1.5642433
0.47134206
0.93709943
0.22724721
-0.56841253
-0.38417257

3.0582129

1.0448884

0.8690101
0.41080624
0.36341844
0.37969389
.30526584
.19231126
.12007197
.12223269
.13172511
.10973525
.07059106
0.049227693
0.049432454
0.051134964
0.041642683
0.027829781
0.020566043
0.020277406

O O O O o o o

0.45123564
0.81126566
-0.10270766
-0.61986806
-0.14504711
0.31283872
0.29028032

-0.053860136

-0.17959897



10
11
12
13
14
15
16
17
18
19
20

© 00 N o O b~ W N

(BN
o

11
12
13
14
15
16
17
18
19
20

0.020558692
0.1003944
0.051846932
-0.016036022
-0.02376689
0.015151807
0.034687601
0.017092951

-0.0054634083
-0.0060122514

0.006889375

0
3.6082502
0.60409045
1.9081186
1.0864187
1.5368863
1.0590116
.85635134
.63105261
.61977025
.56329997
.45637088
.33325176
.26942788
.24816978
.22376539
.17838036
.13401128
.10976787
0.099794268

OO O O O O O O o o o o o

Forecast Error Decomposition

0.16875632
0.32855174
0.039435682
-0.19103836
-0.11424119
0.069688953
0.10498965

0.0038335011

-0.065455965
-0.032642011
0.026801649

0

1.2812402
-1.8827998
-0.78002006
0.020088263
0.7848684
0.12686029
-0.37704386
-0.31015256
0.11162952
0.23627029
0.039400491
-0.13665696
-0.088446067
0.045388448
0.077052939

0.0059076477

-0.046931559
-0.02575801
0.017887832

-0.031439178
0.11973241
0.089294372
-0.022559742
-0.057283579

-0.0031845473

0.042398207
0.027652741

-0.0093435853

-0.017800544

0.0012587001

2.1571806
2.0501556
1.0187871
.62724597
.66123954
.94353023
. 78696205
.46415712
.27123365
.31027517
.36441935
.30178324
18106056
.12009615
.13034313
.14219456
.11434811
0.071762337
0.051450839
0.053962908

O O O O O O O O o o o o o o

Forecast Error Variance Decomposition



Cholesky

new; cls;

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

Y=data[2:40,1]; L=data[2:40,2]; K=data[2:40,3];
data=Y~L~K;
ddata=data[2:rows(data),.]-data[1:rows(data)-1,.];
{b,se,t,vcv,projection,datahat}=varmain(ddata,2);
irf=impulse(b,vcv,2,10);

call fed(irf);

proc fed(irf);
local n,k,i,irf2,decomp,s2,ratio,r,se;
n=rows(irf); k=sqrt(cols(irf));
irf2=reshape((irf.*irf),n*k,Kk);
decomp=zeros(k,k); s2=zeros(n,k); ratio=zeros(n,k*k);
i=1;
do while i<=n;
decomp=decomp+irf2[(i-1)*k+1:i*k,.];
s2[i,.]J=sumc(decomp)’;
r=decomp./s2]i,.]*100;
ratio[i,.]=reshape(r',1,k*Kk);
i=i+1;
endo;
se=sqrt(s2);
/* Display Results */
print; "Forecast Error Decomposition™;

print " For Period";

print "Variable Std.Err. ";;print/rz seqa(1,1,k)’;

print/lz i;;



print/rz sega(1,1,n)~se[.,i]~ratio[.,(i-1)*k+1:i*K];
i=i+1;
endo;

retp(ratio);

endp;
proc impulse proc varmain
IRF irf
(i-1)*k+1:i*k
k=3 i
s2
FED 100
x (kx K) ratio
IRF
ratio X
Forecast Error Decomposition
For Period
Variable Std.Err. 1 2
1
1 12.009129 100 0
2 12.98368 91.866477 0.41031588
3 13.270085 91.994073 0.40526626
4 13.518768 89.943751 0.74043428
5 13.595726 89.405687 0.74512184
6 13.707411 88.31074 0.74280446
7 13.759406 87.785215 0.75852164
8 13.79207 87.45395 0.75846856
9 13.809456 87.273604 0.75965432

0
7.7232072
7.600661
9.3158143
9.8491916
10.946455
11.456263
11.787582
11.966742



10
11
12
13
14
15
16
17
18
19
20
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13.825669
13.839174
13.847896
13.852519
13.855555

13.8581
13.860197
13.861516
13.862259
13.862758
13.863169

5.9610102
6.2431622

6.67286
.8997031
.9188644
.0347436
.0401476
.0735002
.0911723
.0941656
.1060695
.1063055
.1102904
.1118062
.1123037
.1135326
.1135365
.1140053
.1141311

N NN N N N N N N NN NN NN oo

.1142059

3.7695766
4.4902995
4.6868373

87.
86.
86.
86.
86.
86.
86.
86.
86.
86.
86.

72.
70.

102262
956484
862897
813656
781326
753993
731311
717122
709185
703854
699436

299015
513001

62.15246

58.

57

56.
56.
55.
55.
55.
55.
55.
55.
55.
55.
55.
55.
55.
55.
55.

182318

948685

303361
233756
715641
451285
407523
232477
229296
170337
148175
140776
122758
122709
115806
113977
112869

65.81885

51.
50.

800659
985205

o O O O O O O O o o o

. 75809485
76187859
76232097
. 76194626
76190664
.76174633
.76214216
76214923
76208304
. 76204696
. 76202646

27.700985
25.275353
26.199541
29.644942
29.945062
30.741147
30.798163
31.154153
31.292572
31.322758
31.431675
31.432667
31.469633
31.482023

31.48722
31.498125

31.49812
31.502434
31.503425
31.504182

1.432919
4.2740394
3.9711226

12.
12.
12.
12.
12.
12.
12.
12.
12.
12.
12.

139643
281638
374782
424398
456767
484261
506547
520729
528732
534099
538538

0

4.2116463

11.

647999

12.17274

12.
12.
12.
13.
13.
13.
13.
13.

106253
955492
968081
130205
256143
269719
335848
338036

13.36003

13.
13.
13.
13.

369802
372004
379117
379172

13.38176

13.
13.

32.
43.
45.

382598
382949

748231
925301
043673
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10
11
12
13
14
15
16
17
18
19
20

4.78674
8480129
.9634176
.0430421
.0682936
.0801418
.0911728
.1073016
.1181655
.1219032
1238677
.1257647
.1281668

o oo oo o0 o0 o0 o0 o0 o o o h~ b

.1296851
5.130271
5.1306011
5.1309251

100

Impulse Response Graph

xy(seqa(1,1,rows(irf)),zeros(rows(irf),1)~irf[.,(i-1)*k+1:i*K]);

IRF
irf[.,4:6]

name

proc

irf

irf[.,7:9]

IRF

49.615755
48.931452
47.267691
46.153271
45.838497
45.680796
45.5407
45.320041
45.17382
45.126906
45.10154
45.077464
45.045186
45.025115
45.017774
45.013588
45.009465

FED

.4840372
4358042
5832307
. 7396373
.6938802
. 7923364
. 7710765
. 7896434
. 7955293
. 7890137
.7970742
.7928228
. 7942326
.7937092
.7927175
. 7931759

oo oo oo o0 o1 o1 o1 o1 o1 o1 o1 o1 oo oo o1 Ol

. 7924503

irf., (i-1)*k+1:i*K])

irfgraph  proc

name={"Y","L","K"};

k

3

44.
45.
47.
48.
48.
48.
48.
48.
49.

900208
632744
149078
107092
467623
526868
688224
890316
030651

49.08408

49.
49.
49.
49.
49.
49.
49.

101386
129713
160582
181176
189509
193236
198085

100

irf[.,1:3]



new; cls;

load data[40,3]=d:datafile13.txt;
Y=data[2:40,1]; L=data[2:40,2]; K=data[2:40,3];
data=Y~L~K;
{b,se,t,vcv,projection,datahat}=varmain(data,2);
irf=impulse(b,vcv,2,20);

name={"Y","L","K"};

call irfgraph(irf,3,name);

proc(0)=irfgraph(irf,k,name);
local i,j,st;
library pgraph;
i=1;
do while i<=k;
graphset;
_ptek="d:irf"$+name[i]$+".tkf";
j=1; st="Zero Line";
do while j<=k;
st=st$+"¥000"$+"to "$+namelj];
j=itL
endo;
_plegctl=1;
_plegstr=st;
title("Impulse Response of "$+namelJi]);
xy(seqa(l,1,rows(irf)),zeros(rows(irf),1)~irf[.,(i-1)*k+1:i*K]);
i=i+1;
endo;
endp;

proc impulse proc varmain

proc i
_ptek="d:irf"$+name[i]$+".tkf"; irf tkf



GAUSS

_ptek=" ”
pgraph
graphset;
graphset;
irf"$+nameli]$+".tkf
name i
irf tkf
_plegctl
_plegstr=
¥000 ¥
¥000 _plegstr=
Zero Line

name



lrripaulss Ras




Forecast Error Decomposition Graph

new; cls;

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

Y=data[2:40,1]; L=data[2:40,2]; K=data[2:40,3];
data=Y~L~K;
ddata=data[2:rows(data),.]-data[1:rows(data)-1,.];
{b,se,t,vcv,projection,datahat}=varmain(ddata,2);
irf=impulse(b,vcv,2,20);

ratio=fed(irf);

name={"DY","DL","DK"};

call fedgraph(ratio,3,name);

proc(0)=fedgraph(ratio,k,name);
local i,j,st;
library pgraph;



i=1;
do while i<=k;
graphset;
_ptek="d:fed"$+name[i]$+".tkf";
j=1; st="100%";
do while j<=k;
st=st$+"¥000"$+name[j];
j=itL
endo;
_plegctl={2 5 3 2};
_plegstr=st;
title("Forecast Error Decomposition of "$+name[i]);
xy(sega(1,1,rows(ratio)),100*ones(rows(ratio),1)~ratiol.,(i-1)*k+1:i*K]);
i=i+1;
endo;

endp;

FED _plegctl={2 5 3 2},

_plegetl={ 1 }
oooooog

_plegctl={2 5 3 2};
(3.2)






reshape

new; cls;
m={111,
222,
333,
111,
222,
333}
format /rz 2,1; print "m="m;
n=reshape(m,2,3*3);
print "RESHAPE m to 2 by 9:

format /rz 2,1; print "n="n;
k=3;

print "Here k=3 and i=1,2,3";
print "BLCOK BY BLOCK of
i=1;

print "i=1" n[.,(i-1)*k+1:i*K];
i=2;

print

n=reshape(m,2,3*3)";

AL, (-1)*k+1:*K]";

print



print "i=2" n[.,(i-1)*k+1:i*K];
i=3;
print "i=3" n[.,(i-1)*k+1:i*K];

W N P W NP
W N P W NP
W N P W N P

RESHAPE m to 2 by 9: n=reshape(m,2,3*3)
n=
11122 2 3 33

11122 2 3 33

Here k=3 and i=1,2,3

BLCOK BY BLOCK of n[.,(i-1)*k+1:i*K]
i=1

1 11

1 11

i=2

2 2 2

2 2 2

i=3

3 3 3

3 3 3

Tx (3% 3) T
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