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• Characteristic equation since
,
reversed characteristic roots

1- i.SB -10.9BZ fall inside unit circle
,

we can

• reverse characteristic equation
say

that the model is stationarity
BZ- 1.SB t 0.9 = 0

Ahp) model is weakly stationary
if all of reversed characteristic

root value are less than I in modulus

since this is 2nd degree of polynomial
we have two roots

.

- toss ITG.g)2- 411710.9)
B -

B = 0.75Ii totes
1131 = 0.9486 L L #
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*�H+mH�i2 i?2 mM+QM/BiBQM�H K2�M, E(Rt) Q7 Rt �M/ i?2 +QM/BiBQM�H K2�M, E(Rt |Ft−1)
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Rt- i.sport -10.9132kt = 0.251-Et ,
Bis lag term BRE Rt -1

Unconditional Rt = i.sat,
- 0.9 Rt-2+0.25 -18T

mean

EIRtl-1.SECRt-sl-O.9ECRtzl-ECO.es/-ECEt)

under stationary condition, ECRtl-ECRt-il-ECRt.ge
) -M ,

and Et is gaussian white noise

Elrz) - 1. SECRET to.9ECRt ) = 0.25-10

Elrt' = µf?÷o,g - 9757=0-625 #

Conditional ELRHR , , Ray . . . ,Rts) = E(Rtl
. ) =ElRtIE-27

mean

ECRttl-l.SE/Rtyl.J-o.9ElRt-zl . ) -10.25 to

= 0.25 t 1.5 Rts
- O -9 Rt-2 IF
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6BM/ Qmi i?2 mM+QM/BiBQM�H p�`B�M+2, Var(Rt) Q7 Rt �M/ +QM/BiBQM�H p�`B�M+2 Var(Rt |Ft−1) Q7 Rt
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Unconditional variance

Rt - 0.25 t 1.5 Rt-I 0.9 Rt-z + Et

under stationarity condition , Earth - E (Rt-g )
- E (Rt-21-M

Rt - got 0, Rt -It 02Rt-2 + set

From
, do = EIRA ( I -0, -92 )

Rt = M
-Moh -902 t0, Rt -I 1-& Rt-et Et

Rt
-M - 04 (Rt - i-M ) -10/2 (Rt-5M) 1- Et

(Rt-MT - 97kt-i -912+022 (rt-2-MY -120402kt - i
-9) Ht-5M ) + Et

+ 210 ,
(Rt- im -192kt-EM )) Gt)

E (REMY = OTE CRE- i-Mkt 022 ECREEM't 20,§E¢Rt-TM) (Rt-2 -MD

ECE't -o)'t 210
, ELRt.im/lEt7t0zElRt-z-MKEH)

under stationarity condition varcrt) - varCrt-D= . . .
= constant

vaunt) = 0,2 var (Rtl t 022 VarCRA t 20,02kt Varlet) to

varCra Ll - 0,2-off ] = 63 + 201024 0.25+24.511-0.9118, )
-=-

I -0,2-022 I- fi .sk- to.972

=
0.25 - 2.7 81
-#

- 2.06

Conditional variance

Var (rtl . ) a- 68--0.25 # ,
we can 't go back

to change the post
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r?2M H ≥ kX
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P, and Pa

Rt - do -10, ( Rtt toldRed + Ez
under stationarity and .
we know that do - ELRHLI - ¢ , -0/2 ) ,

Rt -µ - 0, Crt-TM) -192kt-5M ) + Et

Gt-Mkt - e-M) - Girty
-Mkt-e-Mt 02kt-IM lrt-EM

+ Et (Rt-e
-M)

Take EE ) in to the equation

Court , rt-b) = 01
,
Court -I , Rt-e) -10/2 court-z , ft-e ) to

divide the equation above with yo

Pe = 0, fey -1/02%2 for d 70

For lag -I ACF

P
,
= 0, t off,

P
,
=

01
⇒

for 1=2

Pe = %, to Paz for
l>2
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:Bp2M R1000 = 0.01 R999 = 0.02 R998 = 0.03 ε1000 = −0.01 ε999 = −0.02 ε998 = −0.03 P#i�BM R@bi2T-
k@b2iT N8 % BMi2`p�H 7Q`2+�bib 7Q` Rt �i i?2 7Q`2+�bi Q`B;BM i 4 RyyyX �HbQ i?2 ∞@bi2T N8 % BMi2`p�H 7Q`2+�bib
7Q` Rt X .`�r i?2b2 BMi2`p�HbX
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Forecast i- step

Rt - 0.25-11.5%2-0.9 Rt -2 -1 Eat
a step

Forecasting 6--0.25

1-step ,
Ryoo, = 0.25+15 Rt-T Rt-2+91001

ggy.CI

Floor = 0.25 -11.5kt -I - 0.9Rt -2 0.2471210-25)

in:i:::÷::± .. faster
pigoo , = 0-25-11.5/0.01) - 0.9/0.02) = 0.24g 6--0.254-1049

"

2-step : Rhoda - 0.25+1.510.249) - 0.910.01)= . 60251 Oj?:{'IM
"

98. CI

P-step : YTtk→M=¥↳ Ask → A t2a4sD


