EE425 Questions
(Dec 3, 2013) 
1. Question – I have a question about DW test. The null hypothesis in the lecture note is no positive serial correlation and alternative hypothesis is no negative serial correlation. 
Then the hypothesis should be written as 

Ho:  <= 0

Ha:  > 0     
But in the figure that shows rejection area is two-tailed.
If the test statistic falls into the left-handed rejection area, we can reject null of no serial correlation in favor of positive serial correlation.
But if the test statistic falls into the right-handed rejection area, how can we reject null? or the null should be switched to no negative serial correlation?
Answer – You can write the null- and alternative- hypothesis of the DW test in 2 ways. However, we often emphasize more on the alternative hypothesis (depending on what type of serial correlation we suspect should be the case – negative or positive.) 


Ha:   > 0  vs. Ho:  = 0    (so this is the test against positive serial correlation)
or


Ha:   < 0  vs. Ho:  = 0    (so this is the test against positive serial correlation)



oleObject5.bin

oleObject6.bin

image1.wmf
r


oleObject1.bin

oleObject2.bin

oleObject3.bin

oleObject4.bin

