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Assignment 5  

1. Test whether the series spot and future are stationary series. 

 

To test the stationary series for spot, we set the hypothesis of H​0​: 𝛃 = 1. The 
p-value is 0.3597 which is larger than the critical region of 0.05. We cannot reject the 
null hypothesis, meaning that it is a unit root and the time trend is significant at 95% 
confidence level. Therefore, the spot is a nonstationary series. 

 

To test the stationary series for future, we set the hypothesis of H​0​: 𝛃 ​ ​= 1. The 
p-value is 0.2971 which is larger than the critical region of 0.05. We cannot reject the 
null hypothesis, meaning that it is a unit root and the time trend is significant at 95% 
confidence level. Therefore, the future is a nonstationary series. 
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2. Determine the order of integration of the series spot and future. 

 

From the previous question, both series spot and future are not integrated at 
order 0. Then, it needs to test whether the series are integrated at order 1 or not 
calculating from unit root test of ΔY​t​. The null hypotheses are H​0​: 𝛄​i​ = 0.  

The result shows that we can reject the null hypothesis since the p-value is 0.00 
which is lower than 0.05 and statistically significant at  95% confidence level.Then, the 
series spot is stationary at I(1).  

 

We also perform the same test with future. The result shows that we can reject 
the null hypothesis since the p-value is 0.00 which is lower than 0.05 and statistically 
significant at  95% confidence level. Then, the series future is stationary at I(1). 
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3. Generate series of the return of spot (​rspot​) and return of future (​rfuture​) and test 
whether they are stationary.  

 

 

To test the stationary series for spot return, we set the hypothesis of H​0​: 𝛃 ​ ​= 1. 
The p-value is 0.00 which is statistically significant at 95% confidence level. We reject 
the null hypothesis, meaning that it is not a unit root and the time trend is insignificant. 
Therefore, the future return is a stationary series.  
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To test the stationary series for future return, we set the hypothesis of H​0​: 𝛃 ​ ​= 1. 
The p-value is 0.00 which is statistically significant at 95% confidence level. We reject 
the null hypothesis, meaning that it is not a unit root and the time trend is insignificant. 
Therefore, the future return is a stationary series.  

 
 

 


