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Deterministic

Stochastic Cyclical Beveridge-Nelson
D: datafilel7.txt
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new; cls;

load data[91,2]=D:/datafilel7.txt;

y=datal.,2];

call bnarl(y);

proc bnarl(y);
local n1,dy,x,n,b,e,rho,iter,length,start,finish,i,step,grid,j;
local ystar,xstar,bstar,rhomax,rhomax1,mu,res,psi,t, TDt, TSt,Ct;
nl=rows(y);
y=In(y);
dy=y[2:n1]-y[1:n1-1];
x=ones(nl-1,1);
/* AR(1) process of In difference to get mu and rho */
n=rows(x);

b=inv(X'xX)*x'dy;

e=dy-x*b;
rho=e[1l:n-1,.]'e[2:n,.}/e[1:n-1,.]'e[1:n-1,.];
print "Iteration: # rho";

print" 1"; print rho;



iter=100; length=18;
start=-0.9; finish=0.9;
i=1; rhomax1=0;
do while i<=iter;
step=(finish-start)/length;
grid=(-1e256).*ones(length+1,1);
rho=start;
=1
do while j<=length+1;
ystar=sqrt(1-rho”~2)*dy[1,.]]dy[2:n,.]-rho*dy[1:n-1,.];
xstar=sqrt(1-rho™2)*x[1,.]] x[2:n,.]-rho*x[1:n-1,.];
bstar=inv(xstar'xstar)*xstar'ystar;
e=ystar-xstar*bstar;
grid[j]=e'e;
j=j+1; rho=rho+step;
endo;
rhomax=start+(minindc(grid)-1)*step;
if abs(rhomax-rhomax1)<le-8;
break;
endif;
rhomaxl=rhomax;
start=rhomax-step; finish=rhomax+step;
i=i+1; print/rz i;;print rhomax;
endo;
rho=rhomax1;
ystar=sqrt(1-rho”™2)*dy[1,.]]dy[2:n,.]-rho*dy[1:n-1,.];
xstar=sqrt(1-rho™2)*x[1,.]] x[2:n,.]-rho*Xx[1:n-1,.];
mu=inv(xstar'xstar)*xstar'ystar;
print " mu="mu;
print "rho="rho;
res=(dy[2:n1-1]-mu)-rho*(dy[1:n1-2]-mu);
psi=1/(1-rho);
print "psi=" psi;
/* Main BN given mu,rho,psi,res and y */
/* Notice that y is original In of y. */

t=rows(res);



TDt=y[2]+mu*seqa(1,1,t-2);
TSt=psi*cumsumc(res[3:t]);
Ct=y[3:t]-TDt-TSt;
/* Graph */
library pgraph;
graphset;
begwind;
window(2,1,1);
setwind(1);
xy(seqa(1,1,t-2), TDt);
setwind(2);
xy(seqa(1,1,t-2), TSt~Ct~(y[3:t]-TDt)~zeros(t-2,1));
endwind;
retp(TDt~TSt~Ct);
endp;

mu= 0.0070130868
rho= 0.41298955
psi= 1.7035472
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new; cls;
load data[91,2]=D:/datafilel7.txt;
y=datal.,2];
n=rows(y); /* Global value passing through */
y=In(y); I* Global vector */
dy=y[2:n]-y[1:n-1]; /* Global vector */
datax=dy~ones(n-1,1); /* Global matrix */

call bnarmall(y);

proc bnarmall(y);
local start,x,f,g,ret,mu,phi,theta,u,res,i,psi,t,TDt,TSt,Ct;
/* ARMA(1,1) process to get mu, phi and theta, */
/* which are approximates by minimization of RSS. */
start={0,0,0};
screen off;
{x,f,g,ret}=QNewton(&armall,start);
screen on;
mu=x[1]; phi=x[2]; theta=x[3];
u=(dy[2:n-1]-mu)-phi*(dy[1:n-2]-mu);
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res=zeros(n-2,1);
res[1]=ul[1];
i=2;
do while i<=n-2;
res[i]=u[i]+theta*res[i-1];
i=i+1;
endo;
psi=(1-theta)/(1-phi);
print"  mu="mu;
print" phi=" phi;
print "theta=" theta;
print" psi=" psi;
psi=1;
/* Main BN */
t=rows(res);
TDt=y[2]+mu*seqa(1,1,t-2);
TSt=psi*cumsumc(res[3:t]);
Ct=y[3:t]-TDt-TSt;
/* Graph */
library pgraph;
graphset;
begwind;
window(2,1,1);
setwind(1);
xy(seqa(1,1,t-2), TDt);
setwind(2);
xy(seqa(1,1,t-2), TSt~Ct~(y[3:t]-TDt)~zeros(t-2,1));
endwind;
retp(TDt~TSt~Cb);
endp;

proc armall(b); @ Must be single-value for QNewton. @
local n1,e,u,v,i;
nl=rows(datax);
u=zeros(nl,1); v=zeros(nl,1);
e=datax|.,1]-datax[.,2]*b[1];



u[1l]=sqrt(1-b[2]"2)*e[1];

i=2;

do while i<=n1;
u[i]=e[i]-b[2]*¢[i-1];
i=i+1;

endo;

V[1]=u[1];

i=2;

do while i<=n1;
v[i]=u[i]+b[3]*V][i-1];
i=i+1;

endo;

retp(v'v);

endp;
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ARIMA(2,1,2) optmum
Morley

new; cls;

library optmum, pgraph;

[*

**  This program is a general modification of "arima212.opt" & "bn.txt"
** in Morley, Nelson, and Zivot "Why Are Beveridge-Nelson and

**  Unobserved-Component Decompositions of GDP So Different?"

*/

format /m1 /rd 9,6;

/* load data[206,1]=D:/Ingdpq.txt; Original dataset is natural log of series. */
load data[91,2]=D:/datafilel7.txt; data=In(data].,2]);

n=rows(data);

yy= 100*data;

dyy=yy[2:n]-yy[1:n-1];

t=rows(dyy);

START=1,;

PRMTR_IN={0,0,0,0,0,0};
{xout,fout,gout,cout}=optmum(&lik_fcn,PRMTR_IN);
prm_fnl=trans(xout);
hessn0=hessp(&lik_fcn,xout);
cov0=inv(hessn0);
grdn_fnl=gradfd(&TRANS,xout);
cov=grdn_fnl*covO*grdn_fnl’;

SD =sqrt(diag(cov));

print "Estimated parameters are:" prm_fnl’;
DATA = filter(prm_fnl);

/* BN Decomposition Below */
data=dyy~DATA,
mu=prm_fnl[4];
phil=prm_fnl[2];
phi2=prm_fnl[3];



thetal=prm_fnl[5];
theta2=prm_fnl[6];
X_mat=zeros(n-1,4);
X_mat[.,1]=data[1l:n-1,1]-mu;
x_mat[.,2]=0] data[1:n-2,1]-mu;
X_mat[.,3]=data[1:n-1,2];
x_mat[.,4]=0]data[1:n-2,2];
F=phil~phi2~thetal~theta2|

1~0~0~0]

0~0~0~0]

0~0~1~0;
BN=(-F*inv(eye(4)-F)*x_mat')’;
print BN[.,1];

/* Graph */

graphset;
xindex=sega(1,1,rows(BN));
title("Cycle");
xy(xindex, BN[.,1]);

proc lik_fcn(PRMTRL1);
local SN,SE,SNE,FF1,H,Q,Q1,R.BETA LL,P LL.BETA TL,P TL;
local BETA_TT,P_TT,G, P_LL1, vt,ft, VAL,LIK_MAT,J_ITER;
local phil,phi2,vecpll,prmtr,muvec,mu,thetal,theta2;
PRMTR=TRANS(PRMTRLY);
LOCATE 20,1; PRMTR';
SE=PRMTRI[1];
phil=PRMTR[2];
phi2=PRMTR[3];
mu=PRMTR[4];
thetal=PRMTR][5];
theta2=PRMTR]6];
F=(phil~phi2~thetal~theta2)|
(1~0~0~0)|
(0~0~0~0)|
(0~0~1~0);



H=1~0~0~0;
Q=SE~"2;
G=1]0]1]0;
R=0;
BETA_LL=0]0]0]O0;
P_LL = inv( (eye(16)-F.*.F) )*vec(G*Q*G");
P_LL= reshape(P_LL,4,4);
LIK_MAT=ZEROS(T,1);
JITER=1;
DO UNTIL J_ITER>T,
BETA TL=F*BETA LL;
P_TL = F*P_LL*F' + G*Q*G";
vt=dyy[j_iter,1] - mu-H * BETA TL;
ft=H*P_TL*H' +R;
BETA TT=BETA_TL + P_TL * H' * inv(ft) * vt;
PTT=P TL-P_TL*H *inv(ft)* H*P_TL;
LIK_MAT[J_ITER,1] = 0.5*(LN(2*pi*ft) + vt 2/ft);
BETA_LL=BETA_TT;
P LL=P_TT;
J ITER =J_ITER+1;
ENDO;
VAL = SUMC(LIK_MAT[START:T));
LOCATE 2,20; VAL,
RETP(VAL);
endp;

proc filter(PRMTRL1);
local SN,SE,SNE,F,F1,H,Q,Q1,R,BETA LL,P LL,BETA TL;
local P_TL,BETA_TT,P_TT,G,P_LL1, vt,ft, VAL,LIK_MAT;
local J_ITER, phil,phi2,vecpll,prmtr,muvec,mu,thetal,theta2, BETA MAT,;
BETA_MAT=ZEROS(T,1);
LIK_MAT=ZEROS(T,1);
PRMTR=PRMTR1,;
LOCATE 20,1; PRMTR;
SE=PRMTRI[1];
phil=PRMTR[2];



phi2=PRMTR[3];
mu=PRMTR[4];
thetal=PRMTR][5];
theta2=PRMTR]6];
F=(phil~phi2~thetal~theta2)|
(1~0~0~0)|
(0~0~0~0)|
(0~0~1~0);
H=1~0~0~0;
Q=SE~"2;
G=1]0]1]0;
R=0;
BETA_LL=0]0]0]O0;
P_LL =inv( (eye(16)-F.*.F) )*vec(G*Q*G");
P _LL= reshape(P_LL,4,4);
JITER=1;
DO UNTIL J_ITER>T,
BETA TL =F*BETA LL;
P_TL = F*P_LL*F' + G*Q*G";
vt=dyy[j_iter,1] - mu-H * BETA TL;
ft=H*P_TL*H +R;
BETA TT=BETA_TL + P_TL * H' * inv(ft) * vt;
PTT=P TL-P_TL*H *inv(ft)* H*P_TL;
LIK_MAT[J_ITER,1] = 0.5*(LN(2*pi*ft) + vt 2/ft);
BETA_MAT[J_ITER,]J=BETA_TT[3,1];
BETA_LL=BETA_TT;
P LL=P TT;
J ITER = J_ITER+1;
ENDO;
RETP(BETA_MAT[START:T..]);
endp;

Proc trans(c0);
local c1,p,varcov,aaa,ccc,el,e2;
cl =cO;
c1[1]=exp(-cO[1]);



aaa=c0[2]./(1+abs(cO[2]));
ccc=(1-abs(aaa))*c0[3]./(1+abs(cO[3]))+abs(aaa)-aaa”2;
cl[2]=2*aaa;

cl1[3]=-1* (aaa™2+cce) ;

retp(cl);

endp;

Morley arima212.opt

ON/OFF



