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By Tatre Jantarakolica  

 
Assignment 6 

 
Due: 27/10/2020 

 
From the data set Assignment 5-8.dta: 
 
Requirements: 

1. Estimate Autoregressive Integrated Moving Average (ARIMA(p,d,q)) model for spot 
return (rspot) and future return (rfuture) – determine the most appropriated order for p, 
d, and q using SBIC given the maximum lag equals 5. 

2. Perform in-sample (both static and dynamic) forecast of the two series (sport return 
(rspot) and future return (rfuture), then, compute RMSE of each forecast. 

3. Perform out-sample three-period ahead (dynamic) forecast of the two series (sport 
return (rspot) and future return (rfuture). 
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Step i Performunitroottesttofindintegrated
orderof futureandrspot

Sincepvalue aoooo L o 05 thenullhypothesis dunit rat isrejectedwhichmeans
return on spot isstationary rspotn Ica

Sincepvalue aoooo L o 05 thenullhypothesis dunit rat isrejectedwhichmeans
returnonfutureisstationary rfuture I67



Step Withmaximumlagof5
run ARIMA 110,1 2,91 3,91 4,91 5,91

1,92 2,927 13,927 14,927 15,927
10,3 2,93 3,93 4,93 5,93
1,014 2,94 3,94 4,94 5,94
1,95 40,5 3,95 4,95 5,95

Forrspot



Lowest





According to SIC ARIMA 10,2 is the mostappriated

For rfuture









Lowest



According to SIC ARIMA4,01 is the mostappriated

2 For rspot



RMSEferstaticforecast

RMSE fordynamic forecast



For rfuture

idgaf



RMSE for static forecast

RMSE for dynamic forecast
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