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Part 1-
The steps to examine
the Johansenn cointegration



Step 1: “Quick” -> “group statistics” -> “Johansen Cointegration Test”
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Step 2 —input the variables (g A S25)
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Step 3 —select ” model (model 2 or 3 or 4)” & select “lag “

ﬂ EViews /
File Edit Object View Proc Quick Options Add-ins Window HBelp
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Worldile: IRP_2015_4 - (chusershuserdesktopiirp_2015_4.wf [= | = | &=
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the output” of Johansen Cointegration

Step 4 — screen will show

ﬂEViews
File Edit Object View Proc Quick Options Add-ins Window Help
E] Command
V4
(] Group: UNTITLED Workfile: IRP_2015_4:Trp_2015_4, / =] =]

[ViewlProcIObject] [PrintINamelFreeze] [SamplelSheetlStatsISpec] /

Date: 10M6M7T Time: 1747

Sample (adjusted). 1999M04 2014M05
Included observations: 182 after adjustments
Trend assumption: Linear deterministic trend
Series: LNFD_SW LNISW_US

Lags interval {in first differences): 110 2

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05 E
MNo. of CE(s) Eigenvalue Statistic Critical Value  Prob.*

None * 0.261918 58.38979 15.49471 0.0000

At most 1 0.016977 3.116352 3.841466 0.0775

Trace test indicates 1 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis atthe 0.05 level
*MacKinnon-Haug-Michelis (1999) p-values

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypothesized Max-Eigen 0.05

Mo. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.261918 55.27343 14.26460 0.0000
At most 1 0.016977 3.116352 3.841466 0.0775

Max-eigenvalue test indicates 1 cointegrating eqn(s) atthe 0.05 level
* denotes rejection of the hypothesis atthe 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values

Unrestricted Cointegrating Coefficients (normalized by b*S11*b=l).

LMFD_SW LMNISW_US
-352.4641 389.2997
-2.727553 285.9688

Unrestricted Adjustment Coefficients (alpha):

D{LNFD_SW) 0.002685 -6.15E-05
D{LNIZW_US) 6.05E-06 -7.50E-05

1 Cointeqgrating Equationis): Laog likelinood 1824 634 1



Part 2-
The steps of estimating VECM



Step 1 - Quick -> Estimate VAR

ﬂ EViews

File Edit Object View Prod Options Add-ins Window Help
E] Command Sample...
Generate Series...
[G] Group: UNTITLED Wor  Show .. =N Ech <=
[View[Proc[Dbjectl [PrintINE Graph ... C
Empty Group (Edit Series) sen Cointegration Test
Date: 101 5{1? Time: 174 Series Statistics » o
Sample (adjusted): 1999M( o
Included observations: 182 Group Statistics 4
Trend assumption: Linear ¢ Estimate Equation...
Series: LNFD_SW LNISW_ -
Lags interval (in first differe Estimate VAR...

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05 P
Mo. of CE(s) Eigenvalue Statistic Critical Value Prob >

MNone * 0.261918 58.38979 15.49471 0.0000

Atmost 1 0.016977 3116352 3.841466 0.0775

Trace test indicates 1 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) pvalues

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypothesized Max-Eigen 0.05
Ma. of CE(s) Eigenvalue Statistic Critical Value Prob.
Maone * 0261918 5527343 14 26460 0.0000
At most 1 0.016977 3116352 3841466 0.0775

Max-eigenvalue test indicates 1 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis atthe 0.05 level
*MacKinnon-Haug-Michelis (1999) pwvalues

Unrestricted Cointegrating Coefficients (normalized by b*511*b=1}:

LNFD_SW LNISW_US



Step 2 — select “Mector Error Correction”-> enter “the variables”
-> confirm the “lag”
-> select “Cointegration”
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ﬂ EViews B
File Edit Object View Proc Quick Options Add-ins Window H
E] Command \ /
) \
[B) Group: UNTITLED Workfile: IRP_2015_4-Irp_2015 4\ \ == E
[viewlProcIObject] [PrintINameIFreezel [Sample]SheetIStatslSpecl \

Johansen Cointegrati

Date: 10M6M7 Time: 17:47

Sample (adjusted). 1999M04 2014M05
Included obsemvations: 182 after adjustments
Trend assumption: Linear deterministic trend
Series: LNFD_SW LMISW_US

Lags interval (in first differences): 110 2

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
Mo. of CE(s) Eigenvalue Statistic Critical Value  Prob.**
Mone * 0.261918 58.38979 15.49471 0.0000 = :
At most 1 0.016977 3116352 3.841466  0.0775 I Vector Enor Comection
Trace testindicates 1 cointegrating eqn(s) atthe 0.05 level Estimation Sample
* denotes rejection of the hypothesis atthe 0.05 level ALY
**MackKinnon-Haug-Michelis (1999} p-values 199901 2014m05
Unrestricted Cointegration Rank Test (Maximum Eigenvalue) Expgenous Variables
Hypothesized Max-Eigen 0.05
Mo. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.261918 55.27343 14.26460 0.0000 Do NOT include C or Trend in ¥EC's
At most1 0.016977 3116352 3.841466 0.0775
Max-eigenvalue test indicates 1 cointegrating eqnis) at the 0.05 level

* denotes rejection ofthe hypothesis atthe 0.05 level
**MackKinnon-Haug-Michelis (1999) p-values

Unrestricted Cointegrating Coefficients (normalized by b*511*b=l):

LNFD_SW LNISW_US
-352.4641 3892997
-2.727553 2859688

Unrestricted Adjustment Coeflicients (alpha):




Step 3 - confirm ” model (model 2 or 3 or 4)”

1) No mterceptor trend 1 CE or VAR
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Step 3 — screen will show “the output” of VECM

I . ——————————
File Edit Object WView Proc Quick Options Add-ins Window Help
Command

Var: UNTITLED Workfile: IRP_2015_4:Irp_2015_4\ == R <"
[View[ProcIDbject] [PrintINamelFreezel [Estimate[ForecastlStatsIImpuIseIF{esidsIZoom]
Vector Error Correction Estimates

»

Vector Error Correction Estimates
Date: 101617 Time: 17:58

Sample (adjusted). 1999M04 2014M05
Included observations: 182 after adjustments b
Standard errors in () & t-statistics in [ ]

m

Cointegrating Eq: CointEqg1
LMNFD_SW(-1) 1.000000
LMISW_LIS(-1) -1.104509
(0.10158)
[-10.8734]
C -0.000303
Error Correction: DILMFD_3W) D(LMISW_US)
CointEqg1 -0.946459 -0.002133
(0.12041) (0.01530)
[-7.85998] [-0.13940]
D{LMFD_SWi-1)) 0.056946 0.008355

(010233)  (0.01301)
[0.55650]  [0.54245]

D(LNFD_SWi-2)} 0.106592 0.006736
(0.07648)  (0.00972)
[1.39764]  [0.59298]

D{LMISW_US(-1)) -0.063562 0.0230489
0 59650 M O7521y




