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Week 9: 

20. Consider the following process:                                    where 

          
  : 

a. Given               and         obtain point forecasts for the next 3 periods. 

b. Characterize the forecasting function         for the long run (when     )   

21. Given the following estimation outputs what model you think is best to describe and forecast the 

AIRPASS time series?  
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22. Suppose that the last five observations of a given time series are: 

         ,                            and          . 

Obtain the forecasts of the next four observations for the following estimated models where 

          
  : 

i.                      

ii.                            

iii.                          

 

Week 10: 

Exercise 4 (chapter 10 Textbook) 

23. This exercise makes use of quarterly data from the Belgium Consumer Price Index. The data has 

been seasonally adjusted and covers the period 1961Q01-2002Q02. In the next figure you will find 

the time series plot, in logs. The time series will be denoted mathematically as            and 

inEViews output by LIPC. 

 

 

 

 

 

 

 

a.  Before proposing a model, the practitioner needs to study the stationary properties of the data. A 

possibility is to apply the Augmented Dickey- Fuller (ADF) test to the log of the time series of 

interest. What made the practitioner apply the log transformation to the time series? And what are 

the issues that the practitioner needs to be worry to apply the ADF correctly? Justify your answers 
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b.  According to all the figures given below apply ADF tests to the time series               


