5.6 ARCH Family(1) ver.0.1

ARCH GRACH
GAUSS ARCH
ARCH
ARCH(q)
ARCH
B
h =a, +au’, +..+a.u’,
u, =/he, e, ~ NID(0,))
a 0,a,..a4 O
N(0,1)
var(uy=var(uy.,)
unconditional variance = s2=var(u,) = . (=1 s% = i)
q 1- a:l.
1-)> a,
k=1
s2 ARCH
ARCH(1)
ARCH(1)
a, &
h =2, +aur,
u, =/he, e, ~ NID(0,))
a, unconditional variance
a0=(1-al)*s2;
uf1]
h[t]=a0+al*u[t-1]"2;
€t NID(0,1) rndn(1,1)

u[t]=sagrt(h[t])*rndn(1,1);



h[t]
u[l]= h[t-1]
s2
u[1]=sqgrt(s2)*rndn(1,1);
h u
h[t-a]
100
110
10 100
n
cutn n
cutn n

u=u[cutn+1:cutn+n];

cutn n (cutn )

new; cls;

al=0.9; s2=1; cutn=10; n=100;
u=archl(al,s2,cutn,n);
library pgraph;

graphset;

title("ARCH(1)");

ARCH( )
u[1] ARCH

u[0]=0

unconditional variance

h[1] GARCH

10

cutn

ARCH

cutn

xy(seqa(1,1,n),u~(3*ones(n,1))~(-3*ones(n,1))~(sqrt(s2)*rndn(n,1))~zeros(n,1));

proc archl(al,s2,cutn,n);
local a0,u,h,t;
a0=(1-al)*s2;
u=zeros(cutn+n,1);
h=zeros(cutn+n,1);
u[1]=sqrt(s2)*rndn(1,1);
t=2;

do while t<=cutn+n;



h[t]=a0+al*u[t-1]"2;
u[t]=sqgrt(h[t])*rndn(1,1);
t=t+1;
endo;
u=u[cutn+1:cutn+n];
retp(u);
endp;
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al=0.9; s2=1; cutn=10; n=100;

archl(al,s2,cutn,n)
al

ARCH( )
ARCH(2)
u[l] u[2]
h[1]=a0; h[2]=a0+al*u[1]

u

s2
s2

s2

h[1] h[2]



O O 0O new; cls;

00 0 al=0.6; a2=0.3 s2=1; cutn=10; n=100;

0 O O u=arch2(al,a2,s2,cutn,n);

O O O library pgraph;

0 O O graphset;

00 O title("ARCH(2)");

0 O O xy(sega(1,1,n),u~(3*ones(n,1))~(-3*ones(n,1))~(sgrt(s2)*rndn(n,1))~zeros(n,1));

proc arch2(al,a2,s2,cutn,n);
local a0O,u,h,t;
a0=(1-al-a2)*s2;
u=zeros(cutn+n,1);
h=zeros(cutn+n,1);
u[1]=sqgrt(s2)*rndn(1,1); u[2]=sqrt(s2)*rndn(1,1);
t=3;
do while t<=cutn+n;
h[t]=a0+al*u[t-1]"2+a2*u[t-2]"2;
u[t]=sqgrt(h[t])*rndn(1,1);
t=t+1;
endo;
u=u[cutn+1:cutn+n];
retp(u);
endp;

ARCH( )
ARCH(1) ARCH(2)

u[1l:g]=sqrt(s2)*rndn(q,1);
h[t] u[t]=sqgrt(h[t])*rndn(1,1); uft]

h[t]=a0+al*u[t-1]"2+a2*u[t-2]"2 . . . ag-1*u[t-g+1]*2+aq*u[t-q];
uft-11  uft-q]

h[t]=a0+rev(a)'(u[t-q:t-1]"2);

(u[t-g:t-11M2) X



u[t-g]™2

u[t-g+1]"2
u[t-2]"2
uft-1]~2
X ag,ag-1,. . . ,az2al
(Ix )x(ogx ) X
a0 h[t] rev
a ag,ag-1,. . . ,azal
rev(a)’
procedure a

cutn

new; cls;

a={0.3,0.2,0.1,0.1,0.1,0.1}; s2=1; cutn=10; n=100;
u=archq(a,s2,cutn,n);

library pgraph;

graphset;

title("ARCH(6)");
xy(seqa(1,1,n),u~(3*ones(n,1))~(-3*ones(n,1))~zeros(n,1));

proc archq(a,s2,cutn,n);

local a0,q,u,h,t;

if sumc(a)>=1;
errorlog "ERROR:Parameter sum must be less than 1.";
retp(-1);

endif;

if cutn<rows(a);
errorlog "ERROR:Initial cut must be at least greater than order q.";
retp(-1);

endif;

g=rows(a);

a0=(1-sumc(a))*s2;



u=zeros(cutn+n,1);

h=zeros(cutn+n,1);

u[1l:q]=sqrt(s2)*rndn(q,1);

t=q+1;

do while t<=cutn+n;
h[t]=a0+rev(a)'(u[t-q:t-1]"2);
u[t]=sqgrt(h[t])*rndn(1,1);
t=t+1;

endo;

u=u[cutn+1:cutn+n];

retp(u);

endp;

i3 AR GG o

uf1] ulq]
unconditional variance s2

ARCH(6)

ARCH

ufl]  ufq]
cutn

cutn

sgrt(s2)*N(0,1)



cutn

ufl]  uld]
a0
unconditional variance s2 a a0
s2 a0 proc ARCH
a0 s2=a0/(1-sumc(a));

proc archq(a,a0,cutn,n);
local s2,q,u,h,t;
if sumc(a)>=1;
errorlog "ERROR:Parameter sum must be less than 1.";
retp(-1);
endif;
if cutn<rows(a);
errorlog "ERROR:Initial cut must be at least greater than order q.";
retp(-1);
endif;
g=rows(a);
s2=a0/(1-sumc(a));
u=zeros(cutn+n,1);
h=zeros(cutn+n,1);
u[1l:q]=sqrt(s2)*rndn(q,1);
t=q+1,;
do while t<=cutn+n;
h[t]=a0+rev(a)'(u[t-q:t-1]"2);
u[t]=sqgrt(h[t])*rndn(1,1);
t=t+1;
endo;
u=u[cutn+1:cutn+n];
retp(u);
endp;
a
unconditional variance al aq
a0 s2



a0 s2

GARCH(p, )
MA(q)
AR
h =a,+au’, +..+au’, +bh_ +..+bh_
u, =/he, e, ~ NID(0,))
ARCH h[1]....
h[t-1]...
GARCH(1,1)
h[t-1] ARCH(1)
uf1] h[1]=s2
h[t]=a0+al*u[t-1]"2+b1*h[t-1]; h[t] uft]
t=2 n ARCH
cutn n
cutn 1 GARCH(2,2)
GARCH(p,q)
a 1-sumc(a)-sumc(b)
a0=(1-sumc(a)-sumc(b))*s2; s2 a0

proc garchll(al,bl,s2,cutn,n);
local a0O,u,h,t;
a0=(1-al-b1)*s2;
u=zeros(cutn+n,1);
h=zeros(cutn+n,1);
u[1l]=sqgrt(s2)*rndn(1,1); h[1]=s2;
t=2;
do while t<=cutn+n;
h[t]=a0+al*u[t-1]"2+b1*h[t-1];
u[t]=sqgrt(h[t])*rndn(1,1);
t=t+1;
endo;
u=u[cutn+1:cutn+n];
retp(u);
endp;



GRACH(2,2)

proc garch22(al,a2,b1,b2,s2,cutn,n);
local a0O,u,h,t;
a0=(1-al-a2-b1-b2)*s2;
u=zeros(cutn+n,1);
h=zeros(cutn+n,1);
u[1]=sqgrt(s2)*rndn(1,1); u[2]=sqrt(s2)*rndn(1,1);
h[1]=s2; h[2]=s2;
t=3;
do while t<=cutn+n;
h[t]=a0+al*u[t-1]"2+a2*u[t-2]"2+b1*h[t-1]+b2*h[t-2];
u[t]=sqgrt(h[t])*rndn(1,1);
t=t+1;
endo;
u=u[cutn+1:cutn+n];
retp(u);
endp;
GRACH(p,q)

new; cls;

a={0.2,0.1,0.1}; b={0.2,0.1,0.1,0.1}; s2=1; cutn=20; n=100;
u=garchpq(a,b,s2,cutn,n);

library pgraph;

graphset;

title("GARCH™");
xy(seqa(1,1,n),u~(3*ones(n,1))~(-3*ones(n,1))~zeros(n,1));

proc garchpq(a,b,s2,cutn,n);
local a0,q,p,u,h,max,t;
if sumc(a)+sumc(b)>=1;
errorlog "ERROR:Parameter sum must be less than 1.";
retp(-1);
endif;
if cutn<maxc(rows(a) | rows(b));
errorlog "ERROR:Initial cut must be at least greater than order p or g.";



retp(-1);

endif;

g=rows(a); p=rows(b);

a0=(1-sumc(a)-sumc(b))*s2;

u=zeros(cutn+n,1);

h=zeros(cutn+n,1);

max=maxc(q | p);

u[l:max]=sqgrt(s2)*rndn(max,1); h[1:max]=s2*ones(max,1);

t=max+1;

do while t<=cutn+n;
h[t]=a0+rev(a)'(u[t-q:t-1]"2)+rev(b)'h[t-p:t-1];
u[t]=sqgrt(h[t])*rndn(1,1);
t=t+1;

endo;

u=u[cutn+1:cutn+n];

retp(u);

endp;
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max=maxc(q | p)
u h unconditional variance s2

max



q
h[t]=a0+rev(a)'(u[t-g:t-1]*2)+rev(b)'h[t-p:t-1]
td max+1

a0
s2 a0

proc garchpqg(a,b,a0,cutn,n);

local s2,q,p,u,h,max,t;

if sumc(a)+sumc(b)>=1;
errorlog "ERROR:Parameter sum must be less than 1.";
retp(-1);

endif;

if cutn<maxc(rows(a) | rows(b));
errorlog "ERROR:Initial cut must be at least greater than order p or g.";
retp(-1);

endif;

g=rows(a); p=rows(b);

s2=a0/(1-sumc(a)-sumc(b));

u=zeros(cutn+n,1);

h=zeros(cutn+n,1);

max=maxc(q|p);

u[1l:max]=sqgrt(s2)*rndn(max,1); h[1:max]=s2*ones(max,1);

t=max+1;

do while t<=cutn+n;
h[t]=a0+rev(a)'(u[t-q:t-1]"2)+rev(b)'h[t-p:t-1];
u[t]=sqgrt(h[t])*rndn(1,1);
t=t+1;

endo;

u=u[cutn+1:cutn+n];

retp(u);

endp;
s2=a0/(1-sumc(a)-sumc(b));

unconditional variance



IGARCH(p,q)

GARCH(p,q) a0
a 2 IGARCH

h =a,+au’, +..+au’, +bh_ +..+bh_
u, =/he, e, ~ NID(0,))

IGARCH(p,q)
a0 IGARCH
GARCH

new; cls;

a={0.3,0.1,0.1}; b={0.2,0.1,0.1,0.1}; a0=1; cutn=20; n=100;
u=igarchpq(a,b,a0,cutn,n);

library pgraph;

graphset;

title("IGARCH");
xy(seqa(1,1,n),u~(3*ones(n,1))~(-3*ones(n,1))~zeros(n,1));

proc igarchpg(a,b,a0,cutn,n);

local a0,q,p,u,h,max,t;

if sumc(a)+sumc(b)/=1,;
errorlog "ERROR:Parameter sum must be 1.";
retp(-1);

endif;

if cutn<maxc(rows(a) | rows(b));
errorlog "ERROR:Initial cut must be at least greater than order p or g.";
retp(-1);

endif;

g=rows(a); p=rows(b);

u=zeros(cutn+n,1);

h=zeros(cutn+n,1);

max=maxc(q|p);

u[1l:max]=sqgrt(a0)*rndn(max,1); h[1l:max]=a0*ones(max,1);

t=max+1;



do while t<=cutn+n;
h[t]=a0+rev(a)'(u[t-q:t-1]"2)+rev(b)'h[t-p:t-1];
u[t]=sqgrt(h[t])*rndn(1,1);
t=t+1;

endo;

u=u[cutn+1:cutn+n];

retp(u);

endp;
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ARCH [ ]
u ARCH
GARCH
ARCH(3)
Bo B 1 a0 al a2 a3
100 0.5 2 [-5,5] 01 05 03 01
t Bo B1 ¢ U ARCH(3)
u ARCH(3) ¢t Bo B1 ¢+ W
ARCH(3) B Likelihood
archsim u

ARCH



B y=X*beta+u
data Log-
Likelihood o, c ¢

Log-Likelihood
2

1 1 e
LL =—=In(2r) -=In(h) - =— where e=y—X
() =2 In(h) - — y=p

ARCH GARCH

unconditional variance
s2

CML Log-Likelihood _cml_Bounds=
a0 0.001 a0 B
al+a2+a3 1
~cml c={000-1-1-1}; cml_d=-0.9999;

_cml_c _cml_d _cml_a
_cml_b
_BO_
Py
000 -1 -1 —1]‘5lO > 0.9999
&
a‘2
135 |
al+a2+a3 0.9999
al+a2+a3 1
BHHH Start
al+a2+a3 1
0.1
new; cls;
library cml,;

cmiset;



rndseed 4;
a={0.5,0.3,0.1}; a0=0.1; cutn=10; n=100; beta={0.5,2};
{y,x}=archgsim(a,a0,cutn,n,beta);
data=y~Xx;
_cml_Bounds={ -1e256 1e256,
-1e256  1e256,

0.001  1e256,
0 1,
0 1,
0 1k

~cml c={000-1-1-1}; cml_d=-0.9999; [* al+ a2+a3<=0.9999 */
_cml_ParNames = {"const","beta","a0","al","a2","a3"};
_cml_Algorithm=4;

start={0,0,1,0.1,0.1,0.1};

{x,f,g,cov,retcode}=cml(data,0,&lIl,start);

cl=cmltlimits(x,cov);

call cmlclprt(x,f,g,cl,retcode);

proc ll(b,data);
local y,x,e2,a0,al,a2,a3,h,t;
y=datal.,1]; x=data][.,2:3]; beta=b[1:2];
e2=(y-x*beta)"2;
a0=b[3]; al=b[4]; a2=b[5]; a3=b[6];
h=zeros(rows(data),1);
h[1]=a0;
h[2]=a0+al*e2[1];
h[3]=a0+al*e2[2]+a2*e2[1];
t=4;
do while t<=rows(data);
h[t]=a0+al*e2[t-1]+a2*e2[t-2]+a3*e2[t-3];
t=t+1;
endo;
retp(-1/2*In(2*pi)-1/2*In(h)-1/2*e2./h);
endp;

proc(2)=archqgsim(a,a0,cutn,n,beta);



local s2,q,u,h,t;
if sumc(a)>=1;
errorlog "ERROR:Parameter sum must be less than 1.";
retp(-1);
endif;
if cutn<rows(a);
errorlog "ERROR:Initial cut must be at least greater than order q.";
retp(-1);
endif;
g=rows(a);
s2=a0/(1-sumc(a));
u=zeros(cutn+n,1);
h=zeros(cutn+n,1);
u[1l:q]=sqrt(s2)*rndn(q,1);
t=qg+1,;
do while t<=cutn+n;
h[t]=a0+rev(a)'(u[t-q:t-1]"2);
u[t]=sqgrt(h[t])*rndn(1,1);
t=t+1;
endo;
u=u[cutn+1:cutn+n];
x=ones(n,1)~(10*rndu(n,1)-5); /* Set a constant and X of [-5,5] here. */

y=X*beta+u;

retp(y,x);
endp;
Mean log-likelihood -0.650752
Number of cases 100

0.95 confidence limits

Parameters Estimates Lower Limit Upper Limit Gradient
const 0.5077 0.4391 0.5764 0.0000
beta 1.9918 1.9680 2.0157 -0.0000
a0 0.0654 -0.0114 0.1422 -0.0000
al 0.5662 -0.0055 1.1379 -0.0000



a3 0.0362 -0.2628 0.3352 -0.0000

Number of iterations 17

Minutes to convergence 0.06033
GARCH(1,1)
B B, 1 a0 al bl
100 0.5 2 [-5,5] 01 05 03
t Bo B1 ¢ U GARCH(1,1)
ARCH
GARCH

__weight=(rows(data)/(rows(data)-1))*ones(rows(data),1);  weight[1]=zeros(1,1);

h=recserar(aO+lagn(e2,1)*al,meanc(e2),bl);

AR recserar MA
AR meanc(e2)
MA
new; cls;
library cml,;
cmiset;

rndseed 1111;
a={0.5}; b={0.3}; a0=0.1; cutn=20; n=100; beta={0.5,2};
{y,x}=garchpgsim(a,b,a0,cutn,n,beta);
data=y~x;
_cml_Bounds={-1e256 1e256,

-1e256  1e256,

0.001 1e256,

0 1,

0 1}

_cml_c={000-1-1}; cml_d=-0.9999; /* al+ b1<=0.9999 */

_cml_ParNames = {"const","beta","a0","al","b1"};
_cml_Algorithm=4;
start={0,0,0.1,0.1,0.1};



__weight=(rows(data)/(rows(data)-1))*ones(rows(data),1); _ weight[1]=zeros(1,1);
{x,f,g,cov,retcode}=cml(data,0,&ll,start);
cl=cmltlimits(x,cov);

call cmlclprt(x,f,g,cl,retcode);

proc ll(b,data);
local y,x,e2,a0,bl,al,h,t;
y=datal.,1]; x=data][.,2:3]; beta=b[1:2];
e2=(y-x*beta)"2;
a0=b[3]; al=b[4]; b1=b[5];
h=zeros(rows(data),1);
h[1]=a0/(1-al-bl);
t=2;
do while t<=rows(data);
h[t]=a0+al*e2[t-1]+b1*h[t-1];
t=t+1;
endo;
retp(-1/2*In(2*pi)-1/2*In(h)-1/2*e2./h);
endp;
[*
proc ll(b,data);
local y,x,e2,a0,b1,al,h;
y=datal.,1]; x=data][.,2:3]; beta=b[1:2];
e2=(y-x*beta)"2;
a0=b[3]; al=b[4]; b1=b[5];
h=recserar(a0+lagn(e2,1)*al,meanc(e2),bl);
retp(-1/2*In(2*pi)-1/2*In(h)-1/2*e2./h);
endp;
*/
proc(2)=garchpgsim(a,b,a0,cutn,n,beta);
local s2,q,p,u,h,max,t;
if sumc(a)+sumc(b)>=1;
errorlog "ERROR:Parameter sum must be less than 1.";
retp(-1);
endif;
if cutn<maxc(rows(a) | rows(b));



errorlog "ERROR:Initial cut must be at least greater than order p or g.";
retp(-1);

endif;

g=rows(a); p=rows(b);

s2=a0/(1-sumc(a)-sumc(b));

u=zeros(cutn+n,1);

h=zeros(cutn+n,1);

max=maxc(q | p);

u[l:max]=sqgrt(s2)*rndn(max,1); h[1:max]=s2*ones(max,1);

t=max+1;

do while t<=cutn+n;
h[t]=a0+rev(a)'(u[t-q:t-1]"2)+rev(b)'h[t-p:t-1];
u[t]=sqgrt(h[t])*rndn(1,1);
t=t+1;

endo;

u=u[cutn+1:cutn+n];

x=ones(n,1)~(10*rndu(n,1)-5); /* Set a constant and X of [-5,5] here. */

y=X*beta+u;

retp(y,x);
endp;
Mean log-likelihood -0.877694
Number of cases 100

0.95 confidence limits

Parameters Estimates Lower Limit Upper Limit Gradient
const 0.4845 0.3913 0.5778 0.0000
beta 1.9793 1.9495 2.0090 0.0000
a0 0.0793 -0.0811 0.2397 -0.0000
al 0.5041 0.0908 0.9174 -0.0000
bl 0.3517 -0.1994 0.9028 -0.0000

Number of iterations 142

Minutes to convergence 0.40817

GARCH(1,3)



B B, 1 a0 al a2 a3 bl
100 0.5 2 [-5,5] 01 03 0.2 01 01

t Bo B1 ¢ W GARCH(3,1)
gradient
new; cls;
library cml,;
cmlset;
rndseed 55;

a={0.3,0.2,0.1}; b={0.1}; a0=0.1; cutn=20; n=100; beta={0.5,2};
{y,.x}=garchpgsim(a,b,a0,cutn,n,beta);
data=y~x;
_cml_Bounds={-1e256 1e256,
-1e256  1e256,
0.001 1e256,

0 1,
0 1,
0 1,
0 1};

cml c={000-1-1-1-1}; cml_d=-0.9999; [* al+a2+a3+b1<=0.9999 */
_cml_ParNames = {"const","beta","a0","al","a2","a3","b1"};
_cml_Algorithm=4;
start={0,0,1,0.1,0.1,0.1,0.1};
__weight=(rows(data)/(rows(data)-3))*ones(rows(data),1); weight[1:3]=zeros(3,1);
{x,f,g,cov,retcode}=cml(data,0,&ll,start);
cl=cmltlimits(x,cov);

call cmlclprt(x,f,g,cl,retcode);

proc ll(b,data);
local y,x,e2,a0,al,a2,a3,b1,h,t;
y=datal.,1]; x=data][.,2:3]; beta=b[1:2];
e2=(y-x*beta)"2;
a0=b[3]; al=Db[4]; a2=b[5]; a3=b[6]; b1=b[7];
h=zeros(rows(data),1);
h[1]=a0;



h[2]=a0+al*e2[1]+b1*h[1];

h[3]=a0+al*e2[2]+a2*e2[1]+bl1*h[2];

t=4;

do while t<=rows(data);
h[t]=a0+al*e2[t-1]+a2*e2[t-2]+a3*e2[t-3]+b1*h[t-1];
t=t+1;

endo;

retp(-1/2*In(2*pi)-1/2*In(h)-1/2*e2./h);

endp;

proc(2)=garchpgsim(a,b,a0,cutn,n,beta);

local s2,q,p,u,h,max,t;

if sumc(a)+sumc(b)>=1;
errorlog "ERROR:Parameter sum must be less than 1.";
retp(-1);

endif;

if cutn<maxc(rows(a) | rows(b));
errorlog "ERROR:Initial cut must be at least greater than order p or g.";
retp(-1);

endif;

g=rows(a); p=rows(b);

s2=a0/(1-sumc(a)-sumc(b));

u=zeros(cutn+n,1);

h=zeros(cutn+n,1);

max=maxc(q|p);

u[1l:max]=sqgrt(s2)*rndn(max,1); h[1:max]=s2*ones(max,1);

t=max+1;

do while t<=cutn+n;
h[t]=a0+rev(a)'(u[t-q:t-1]"2)+rev(b)'h[t-p:t-1];
u[t]=sqgrt(h[t])*rndn(1,1);
t=t+1;

endo;

u=u[cutn+1:cutn+n];

x=ones(n,1)~(10*rndu(n,1)-5); /* Set a constant and X of [-5,5] here. */

y=X*beta+u;

retp(y,x);



endp;

Mean log-likelihood -0.630869
Number of cases 100

0.95 confidence limits

Parameters Estimates Lower Limit Upper Limit Gradient
const 0.5186 0.4399 0.5974 -0.0000
beta 2.0063 1.9835 2.0292 -0.0000
a0 0.0559 -0.0112 0.1230 -0.0000
al 0.4902 0.0334 0.9469 -0.0000
a2 0.1921 -0.4047 0.7889 0.0000
a3 0.1700 -0.1979 0.5380 -0.0000
bl 0.0620 -0.6945 0.8184 -0.0000
Number of iterations 42
Minutes to convergence 0.14000
IGARCH(1,1)
B B, 1 a0 al bl (al+bl=1)
100 0.5 2 [-5,5] 1 0.7 03
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new; cls;
library cml;
cmiset;
rndseed 1;
a={0.7}; b={0.3}; a0=1; cutn=100; n=100; beta={0.5,2};
{y,Xx}=igarchpgsim(a,b,a0,cutn,n,beta);

data=y~Xx;

_cml_Bounds={ -1e256 1e256,

-1e256  1e256,

0.001  1e256,
0 1,
0 1};

@ cml a={00011}; cml b=1;@

_cml_ParNames = {"const","beta","a0","al","b1"};

_cml_Algorithm=4;

start={0,0,1,1,1};

__weight=(rows(data)/(rows(data)-1))*ones(rows(data),1); weight[1]=zeros(1,1);
{x,f,g,cov,retcode}=cml(data,0,&lIl,start);

cl=cmltlimits(x,cov);

call cmlclprt(x,f,g,cl,retcode);

proc ll(b,data);
local y,x,e2,a0,b1l,al,h,t;
y=datal.,1]; x=data][.,2:3]; beta=b[1:2];
e2=(y-x*beta)"2;
a0=b[3]; al=b[4]; b1=b[5];
h=zeros(rows(data),1);
h[1]=a0;
t=2;
do while t<=rows(data);
h[t]=a0+al*e2[t-1]+b1*h[t-1];
t=t+1;
endo;
retp(-1/2*In(2*pi)-1/2*In(h)-1/2*e2./h);
endp;
[*



proc ll(b,data);
local y,x,e2,a0,b1,al,h;
y=datal.,1]; x=data][.,2:3]; beta=b[1:2];
e2=(y-x*beta)"2;
a0=b[3]; al=b[4]; b1=b[5];
h=recserar(a0+lagn(e2,1)*al,meanc(e2),bl);
retp(-1/2*In(2*pi)-1/2*In(h)-1/2*e2./h);
endp;
*/
proc(2)=igarchpgsim(a,b,a0,cutn,n,beta);
local q,p,u,h,max,t;
if sumc(a)+sumc(b)/=1,;
errorlog "ERROR:Parameter sum must be 1.";
retp(-1);
endif;
if cutn<maxc(rows(a) | rows(b));
errorlog "ERROR:Initial cut must be at least greater than order p or g.";
retp(-1);
endif;
g=rows(a); p=rows(b);
u=zeros(cutn+n,1);
h=zeros(cutn+n,1);
max=maxc(q|p);
u[1l:max]=sqgrt(a0)*rndn(max,1); h[1l:max]=a0*ones(max,1);
t=max+1;
do while t<=cutn+n;
h[t]=a0+rev(a)'(u[t-q:t-1]"2)+rev(b)'h[t-p:t-1];
u[t]=sqgrt(h[t])*rndn(1,1);
t=t+1;
endo;
u=u[cutn+1:cutn+n];
x=ones(n,1)~(10*rndu(n,1)-5); /* Set a constant and X of [-5,5] here. */
y=X*beta+u;
retp(y,x);
endp;



Mean log-likelihood -2.54579

Number of cases 100
0.95 confidence limits

Parameters Estimates Lower Limit Upper Limit Gradient
const 0.5825 0.1682 0.9968 -0.0000
beta 1.9511 1.7744 2.1278 -0.0000
a0 1.5913 -0.0379 3.2204 0.0000
al 0.6905 0.2270 1.1541 -0.0000
bl 0.3179 0.0262 0.6095 0.0000
Number of iterations 31
Minutes to convergence 0.07967

al+bl=1
Mean log-likelihood -2.54580
Number of cases 100

0.95 confidence limits

Parameters Estimates Lower Limit Upper Limit Gradient
const 0.5846 0.1780 0.9912 -0.0000
beta 1.9510 1.7744 2.1276 -0.0000
a0 1.6087 0.1354 3.0820 0.0000
al 0.6819 0.3905 0.9733 -0.0028
bl 0.3181 0.0267 0.6095 -0.0028
Number of iterations 48
Minutes to convergence 0.10533

IGARCH

gradient

[*

** (C) Copyright 2002 Yosuke Amijima. All Rights Reserved.

** Any portion of the algorithms above should not be included in any other software.

** The copyright for these is strictly legally protected though they are pretty simple.



*/



