5.16 Bootstrap GMM 0.01

Bootstrap Bootstrap GMM
GMM t Hansen
Bootstrap
GMM
Bootstrap Bootstrap GMM
Estimates Bootstrap
Bootstrap GMM Estimates
r GMM Lin[2001]12.1 replicate
Grid Search
Newey-West Andrews Covariance
new; cls;

let data[20,2]=

20.5
315
47.7
26.2
44.0
8.28
30.8
17.2
19.9
9.96
55.8
25.2
29.0
85.5
151
28.5

12
16
18
16
12
12
16
12
10
12
16
20
12
16
10
18



21.4 16

17.7 20
6.42 12
84.9 16

/* The data set above comes from Greene[1999] Example 11.4 */

/* This program replicates Lin[2001] Lesson 12.1 by GAUSS itself*/
x=datal.,1]/10;

start={0.01,0.01}; finish={10,3};

w=1;

b=g5search(&mom,start,finish);

print "Step 1: b="b;

w=invpd(gmmv(b));

b=g5search(&mom,start,finish);

print "Step 2: b="b;

proc gmmv(b);
local rho,lambda,n,m,v,w;
rho=b[1]; lambda=b[2];
n=rows(x);
m=zeros(n,4);
m[.,1]=x-rho/lambda;
m[.,2]=x"2-rho*(rho+1)/(lambda”2);
m[.,3]=In(x)-gradp(&Ingam,rho)+In(lambda);
m[.,4]=1/x-lambda/(rho-1);
m=m/n;
v=m'm;
retp(v);
endp;

proc mom(b);
local rho,lambda,n,m;
rho=b[1]; lambda=b[2];
n=rows(x);
m=zeros(n,4);

m[.,1]=x-rho/lambda;



m[.,2]=x"2-rho*(rho+1)/(lambda”2);
m[.,3]=In(x)-gradp(&Ingam,rho)+In(lambda);
m[.,4]=1/x-lambda/(rho-1);

m=meanc(m);

retp(m'*w*m);

endp;

proc gmmm(b);
local rho,lambda,n,m;
rho=b[1]; lambda=b[2];
n=rows(x);
m=zeros(n,4);
m[.,1]=x-rho/lambda;
m[.,2]=x"2-rho*(rho+1)/(lambda”2);
m[.,3]=In(x)-gradp(&Ingam,rho)+In(lambda);
m[.,4]=1/x-lambda/(rho-1);
m=meanc(m);
retp(m);

endp;

fn Ingam(x)=In(gamma(x));

proc g5search(&g,start,finish);
local b,e,g:proc;
print "1st Round";
b=gsearch(&g,start,finish);
e=0.5;
start=(b[1]-e*b[1]) | (b[2]-e*b[2]); finish=(b[1]+e*b[1]) | (b[2]+e*b[2]);
print "2nd Round";
b=gsearch(&g,start,finish);
e=0.1;
start=(b[1]-e*b[1]) | (b[2]-e*b[2]); finish=(b[1]+e*b[1]) | (b[2]+e*b[2]);
print "3rd Round";
b=gsearch(&g,start,finish);
e=0.01;
start=(b[1]-e*b[1]) | (b[2]-e*b[2]); finish=(b[1]+e*b[1]) | (b[2]+e*b[2]);



print "4th Round";
b=gsearch(&g,start,finish);
e=0.001;
start=(b[1]-e*b[1]) | (b[2]-e*b[2]); finish=(b[1]+e*b[1]) | (b[2]+e*b[2]);
print "5th Round";
b=gsearch(&g,start,finish);
retp(b);
endp;

proc gsearch(&f,start,finish);
local iter,length,xstart,ystart,xstep,ystep,x,y,xmax,ymax,xend,yend,grid,k,i,j,f:proc;
local fmax,temp,tol,;
iter=100; length=99; tol=1e-10;
xstart=start[1]; ystart=start[2]; xend=finish[1]; yend=finish[2];
fmax=0;
k=1;
do while k<=iter;
print /rz "# of iterations=" k;;
xstep=(xend-xstart)/length; ystep=(yend-ystart)/length;
grid=(-1e256).*ones(length+1,length+1);
x=xstart;
i=1;
do while i<=length+1;
y=ystart;
=L
do while j<=length+1;
grid[i,j]=f(x1y);
j=itL;
y=y+ystep;
endo;
i=i+1;
X=x+xstep;
endo;
xmax=xstart+(minindc(minc(grid))-1)*xstep;
ymax=ystart+(minindc(minc(grid ))-1)*ystep;

temp=f(xmax | ymax);



if abs(fmax-temp)<tol;
break;
endif;
fmax=temp;
print " f=" fmax;
xstart=xmax-xstep; xend=xmax+xstep;
ystart=ymax-ystep; yend=ymax-+ystep;
k=k+1;
endo;
print" =" fmax;

retp(xmax ] ymax);

endp;
Step 1: b=
2.2986424
0.72227724
Step 2: b=
3.5326904
1.3076837
Lin[2001] 2.3691 0.74112
2.8971 0.8484
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procedure
proc ttest(b);
local m,v,g,varb,se,t;
/* This procedure requires gmmm and gmmv to get m and v. */
m=gmmm(b);
v=gmmv(b);
g=gradp(&gmmm,b);
varb=invpd(g*w*g)*g"*w*v*w'*g*invpd(g*w*g); /* w is also given outside. */
se=sqrt(diag(varb));
t=b./se;
print/lz " b SE t";
print b~se~t;
retp(t);
endp;

proc hansen(b);
local m,v,q,df;
/* This procedure requires gmmm and gmmv to get m and v. */
m=gmmm(b);

v=gmmv(b);



g=m"*invpd(v)*m;
df=rows(m)-rows(b);
print "Hansen Test for the Moment Restrictions";
print "Chi2=" q;; print/rz "(df="df ")"; ; print "P-value=" cdfchic(q,df);
retp(q);
endp;
procedure Step 2
print
call ttest(b);

call hansen(b);

SE Hansen
X 2
b SE t

3.5326904 0.0033993216 1039.2339

1.3076837 0.16759630 7.8025806
Hansen Test for the Moment Restrictions
Chi2= 2.4783708 (df= 2 )P-value= 0.28962004

Bootstrap data
0 O O data=data[.,1]/10;
0 O O n=rows(data);
O O O index=ceil(n*rndu(n,1));
0 O O x=data[index];
index index
Bootstarp
do while Bootstrap

new; cls;

let data[20,2]=
20.5 12
315 16
47.7 18
26.2 16
44.0 12

8.28 12



30.8 16

17.2 12
19.9 10
9.96 12
55.8 16
25.2 20
29.0 12
85.5 16
151 10
28.5 18
21.4 16
17.7 20
6.42 12
84.9 16

/* The data set above comes from Greene[1999] Example 11.4 */
data=datal.,1]/10;

x=data;

start={0.01,0.01}; finish={10,3};
w=1;
b=g5search(&mom,start,finish);
print "Step 1: b="b;
w=invpd(gmmv(b));
b=g5search(&mom,start,finish);
print "Step 2: b="b;

tl=ttest(b);

hl=hansen(b);

rndseed 1000;
nboot=200;
i=1; thoot=zeros(nboot,rows(b)); hboot=zeros(nboot,1);
do while i<=nboot;
print;
print/lz "Bootstrap" i;
n=rows(data);

index=ceil(n*rndu(n,1));



x=data[index];
w=1;
b=g5search(&mom,start,finish);
w=invpd(gmmv(b));
b=g5search(&mom,start,finish);
tboot[i,.]=ttest(b)’;
hboot[i]=hansen(b);
i=i+1;
endo;
i=1;
do while i<=rows(b);
tboot([.,i]=sortc(tboot].,i],1);
i=i+1;
endo;
tboot=tboot’;
hboot=sortc(hboot,1);
print "Bootstrap t test  (One-tail value below)";
terit=tboot|[.,ceil(nboot*0.99)]~tboot[.,ceil(nboot*0.95)]~tboot[.,ceil(nboot*0.9)];
print" abs(t) 1% 5% 10%";;
print t1~tcrit;
print "Boostrap mean of t" meanc(tboot’);
print "Bootstrap Hansen test";
hcrit=hboot[ceil(nboot*0.99)]~hboot[ceil(nboot*0.95)]~hboot[ceil(nboot*0.9)];
print" chi2 1% 5% 10%";;
print hl~hcrit;

print "Bootstrap Mean of Hansen statistic" meanc(hboot);

proc gmmv(b);
local rho,lambda,n,m,v,w;
rho=b[1]; lambda=b[2];
n=rows(x);
m=zeros(n,4);
m[.,1]=x-rho/lambda;
ml[.,2]=x"2-rho*(rho+1)/(lambda”2);
m[.,3]=In(x)-gradp(&Ingam,rho)+In(lambda);
m[.,4]=1/x-lambda/(rho-1);



m=m/n;

v=m'm;

retp(v);
endp;

proc mom(b);
local rho,lambda,n,m;
rho=b[1]; lambda=b[2];
n=rows(x);
m=zeros(n,4);
m[.,1]=x-rho/lambda;
m[.,2]=x"2-rho*(rho+1)/(lambda”2);
m[.,3]=In(x)-gradp(&Ingam,rho)+In(lambda);
m[.,4]=1/x-lambda/(rho-1);
m=meanc(m);
retp(m'*w*m);

endp;

proc gmmm(b);
local rho,lambda,n,m;
rho=b[1]; lambda=b[2];
n=rows(x);
m=zeros(n,4);
m[.,1]=x-rho/lambda;
ml[.,2]=x"2-rho*(rho+1)/(lambda”?2);
m[.,3]=In(x)-gradp(&Ingam,rho)+In(lambda);
m[.,4]=1/x-lambda/(rho-1);
m=meanc(m);
retp(m);

endp;

fn Ingam(x)=In(gamma(x));
proc ttest(b);

local m,v,g,varb,se,t;

m=gmmm(b);



v=gmmv(b);
g=gradp(&gmmm,b);
varb=invpd(g*w*g)*g*w*v*w'*g*invpd(g'*w*g); /* w is given outside. */
se=sqrt(diag(varb));
t=b./se;
print/lz " b SE t;
print b~se~t;
retp(t);
endp;

proc hansen(b);
local m,v,q,df;
m=gmmm(b);
v=gmmv(b);
g=m"*invpd(v)*m;
df=rows(m)-rows(b);
print "Hansen Test for the Moment Restrictions";
print "Chi2=" q;; print/rz "(df="df ")";; print "P-value=" cdfchic(q,df);
retp(q);
endp;

proc g5search(&g,start,finish);
local b,e,g:proc;
print "1st Round";
b=gsearch(&g,start,finish);
e=0.5;
start=(b[1]-e*b[1]) | (b[2]-e*b[2]); finish=(b[1]+e*b[1]) | (b[2]+e*b[2]);
print "2nd Round";
b=gsearch(&g,start,finish);
e=0.1;
start=(b[1]-e*b[1]) | (b[2]-e*b[2]); finish=(b[1]+e*b[1]) | (b[2]+e*b[2]);
print "3rd Round";
b=gsearch(&g,start,finish);
e=0.01;
start=(b[1]-e*b[1]) | (b[2]-e*b[2]); finish=(b[1]+e*b[1]) | (b[2]+e*b[2]);
print "4th Round";



b=gsearch(&g,start,finish);
e=0.001;
start=(b[1]-e*b[1]) | (b[2]-e*b[2]); finish=(b[1]+e*b[1]) | (b[2]+e*b[2]);
print "5th Round";
b=gsearch(&g,start,finish);
retp(b);
endp;

proc gsearch(&f,start,finish);
local iter,length,xstart,ystart,xstep,ystep,x,y,xmax,ymax,xend,yend,grid,k,i,j,f:proc;
local fmax,temp,tol,;
iter=100; length=99; tol=1e-10;
xstart=start[1]; ystart=start[2]; xend=finish[1]; yend=finish[2];
fmax=0;
k=1;
do while k<=iter;
print /rz "# of iterations=" k;;
xstep=(xend-xstart)/length; ystep=(yend-ystart)/length;
grid=(-1e256).*ones(length+1,length+1);
x=xstart;
i=1;
do while i<=length+1;
y=ystart;
=L
do while j<=length+1;
grid[i,j]=f(x1y);
j=itL
y=y+ystep;
endo;
i=i+1;
X=x+xstep;
endo;
xmax=xstart+(minindc(minc(grid))-1)*xstep;
ymax=ystart+(minindc(minc(grid ))-1)*ystep;
temp=f(xmax | ymax);

if abs(fmax-temp)<tol;



break;
endif;
fmax=temp;
print " f=" fmax;
xstart=xmax-xstep; xend=xmax+xstep;
ystart=ymax-ystep; yend=ymax-+ystep;
k=k+1;
endo;
print" =" fmax;
retp(xmax ] ymax);
endp;
Grind Search Criterion Function
nboot=200; 200 Bootstrap
Hansen tboot hboot 200x
Bootstrap Hansen

10 Bootstrap

5 10

Bootstrap t test  (One-tail value below)

abs(t) 1% 5% 10%
1039.2339 4831.5558 3029.5486 2182.9714
7.8025806 20.553320 15.009164 13.227915

Boostrap mean of t
1063.9087
9.4279685

Bootstrap Hansen test

chi2 1% 5% 10%
2.4783708 18.277234 15.610026 13.481645
Bootstrap Mean of Hansen statistic 5.8085277
Bootstrap Mean 10
Bootstrap

s.e. Bootstrap
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