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By Tatre Jantarakolica  

 
Assignment 6 

 
Due: 22/11/2018 

 
The following VARs models: 
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From the data set assign04.dta: 
 
Requirements: 

1. Estimate VARs models using spot return (rspot) and future return (rfuture) as 
endogenous variables and determine the most appropriated lags models using SBIC. 

2. Perform stability test and Granger exogeneity test. 
3. Perform Impulse response analysis and determine which variable has more impact. 
4. Perform Forecast error variance decomposition and determine variable that has more 

impact on each endogenous variable. 
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I Assumethatmaximumnumberof lagterm 7

Byusing SBIC themostappropriatenumberof lagsis 6 since itgives
thelowestSBIC
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0.05

0.05

Sincethepvalvesaresmallerthan0.05
levelofsignificance thenullhypotheses

ofonedirection relationship isrejectedwhichmeansthereexistsinterdependent
relationshipbetweenrspotand rfuture
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Accordingtothegraphsboth rspotand
rfutureseemstohavenoimpactoneach
other inthelongrunastheimpactsfor
all are approachingzeroI
However intheshortrun asashockoccurs
it ismorelikelythatrspotand rfuture
bothhave large impactson themselves

rather thanononeanother
I

Fromgraph and bylookingat
the magnitude rspothasmoreimpact
on rfutureascompared totheimpact
offutureon rspot Butintermsof
durationtheimpactdnatureon rspot
seemstolastlongerthantheimpactof
rspoton rfuture
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TheresultsfromFEVD are similarto IRF rspotand future are more likelyto
have moreimpacts onthemselvesthan on eachother And rspotseemstohasmoreimpact
on rfuturethan rfuture on nspet


