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By Tatre Jantarakolica  

 
Assignment 9 

 
Due: 24/11/2020 

 
From the data set Assignment 9.dta: 
 
Requirements: 

1. Perform unit root test of series y and x. 
2. Perform cointegration test of series y and x using set up of (i) linear trend; (ii) 

restricted trend; (iii) unrestricted constant; (iv) restricted constant; and (v) no trend, 
with one lag term. 

3. Perform cointegration test of series y and x using set up of linear trend with (i) one lag 
term; (ii) two lag terms; and (iii) three lag terms. 

4. From (2) & (3), determine the most appropriated set up and make the conclusion of 
the test whether y and x are cointegrated series? If yes, how many cointegrating 
equations. 

5. Estimated VECM models of y and x using (i) one lag term; (ii) two lag terms; and (iii) 
three lag terms. Determine the optimal lags. Specify cointegrating equation and speed 
of adjustment parameters.  
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Theresultshows pvalue I 1rejectnullhypothesisdunitroot
i Thetrendexists

Theresultshows pvalue o9970 rejectnullhypothesisdunitroot
i Thetrend exists



2 Lineartrend

RejectHo no
FailtorejectHo r 1

RejectHo no
FailtorejectHo r 1

BothJohanson1racetestandMaxEigenvaluestestsuggest to use rank

Restrictedtrend

rejectHo r o
rejectHo r n

rejectHo r o
rejectHo r i

BothJohanson1racetestandMaxEigenvaluestestsuggestto use rank 2



Unrestricted costant

rejectH r o
rejectHo r n

rejectH r o
rejectHo r n

BothJohanson1racetestandMaxEigenvaluestestsuggestto use rank 2

Restrictedconstant

rejectH r o
rejectHo r n

rejectH r o
rejectHo r i

BothJohanson1racetestandMaxEigenvaluestestsuggestto use rank 2



Notrend

rejectH r o
rejectHo r n

rejectH r o
rejectHo r i

BothJohanson1racetestandMaxEigenvaluestestsuggestto use rank 2



Onelagterm

RejectHo no
FailtorejectHo ru

Z RejectHo no
FailtorejectHo r 1

BothJohanson1racetestandMaxEigenvaluestestsuggest to use rank

TwoIagterms

rejectHair o
rejectHo r n

rejectHo r o
rejectHo r i

BothJohanson1racetestandMaxEigenvaluestestsuggestto use rank 2



Threelagterms

RejectHo no
FailtorejectHo ru

Z RejectHo no
FailtorejectHo re1

BothJohanson1racetestandMaxEigenvaluestestsuggestto use rank

4 By performingcointegrationtest thereare at leastone cointegratingequation
YandX are cointegratedseries



Onelagterm



Twolagterms

CointegratingEquation i Yt 577.9622 1.500176Xt



Threelagterms

LowestSBIC
Optimallags 3

Mspeed d adjustment y o
zigzgog 3.13 a 3period

0

CointegratingEquation i Yt 92.13439 1.500049Xt


