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1. Engle - Granger and Johansen’s Cointegration Techniques
2. Tradable Sectors
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1. Non - Stationary 2. Spurious Regressions
3. Error Correction Mechanism (ECM)
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1. Intergated of Order d 2. Augmented Dickey - Fuller (ADF)

3. White Noise 4. Shawartz Information Criterion
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1. Unit Root 2. Vector Autoregression (VAR)
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1. Rank 2. Null Matrix
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1. Cointegration Matrix
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1. Adjustment Matrix 2. Feedback Matrix
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1. Crossproducts
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1. Trace 2. Maximum Eigen Value
3. Wald
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1. Purchasing Power Parity (PPP) 2. Tradable Goods
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3. Adverse Effect
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1. Long - Run Relationship. 2. Short - Run Dynamics
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Sample: 1338 1374

included observations: 33

Test assumption: Linear deterministic trend in the data

Series: LOG(NOX$/PW) LOG(BMER) LOG(NOV) LOG{OPEN)]
Exogenous series: DUM

Waming: Critical values were derived assuming no exogenous series
Lags interval: 1 to 2

Likelihood 5 Percent 1 Percent Hypothesized

Eigenvalue Ratio Critical Value  Critical Value  No. of CE(s)
0.6870386 63.37238 47.21 54.46 None **
0.392910 25.03735 29.68 35865 At most 1
0.196695 8.567794 15.41 2004 At most 2
.039795 1.340083 3.76 6.65 At mast 3

*(**) denotes rejection of the hypothesis at 5%(1%) significance leve!
L.R. test indicates 1 cointegrating equation(s) at 5% significance level

Unnormalized Cointegrating Coefficients:

LOG(NOXS/PW LOG(BMER)  LOG(NOV)  LOG(OPEN)

-0.860812 0.326730 0.409684 (0.688552
0.066910 -0.035879 -0.042235 -0.865179
-0.383448 0.196021 -0.459975 0.738422
0206462 0.290590 -0.499918 3011053

Normalized Cotntegrating Coefficients: 1 Cointegrating Equation(s)

LOG(NOXS/PW LOG(BMER)  LOG(NOV)  LOG(OPEN) c
1 000000 0 383045 0.475927 -0.799887 -2.025610
(0.05092) (0.10342) (G.12723)

Log likelihood 185.6920
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Sample(adjusted): 1342 1374
Included ohservations: 33 after adjusting endpoints
t-statistics in parentheses

Cointegrating Eq: CointEq1
LOG{NGCXS$(-1)/PW(-1)) 1
LOG(BMER(-1)) -0.383045
(-7.52266)
LOG(NOV(-1)) -0.475927
{-4.60167)
LOG(OPEN(-1)) -0.759887
{-6.28710)
C -2.025619
Error Correction: D{LOGINOXE/PW))
CointEg? -0.74770€
{(-5.46663)
D(LOGINOXS(-1/PW(-1))) 0.241871
-1.80127
D{LOG(NOXS(-2)/PW(-2})) 0.268988
-1.77482
DILOG(BMER{-1))) -0.426419
(-2.36702)
DILOG(BMER(-2))) -0.065683
(-0.348682)
D(LOG(NOV(-1))) 0.385833
-0.58473
DILOGINOV{(-2))) -1.55477
(-2.72804)
D{LOG(OPEN({-1})) -0.241724
{-1.62335)
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DILOG(OPEN{-2)) -0.1832192

{-1.08526)
C 0.23736

-3.73123
DUM -0.656934

(-4.42700)
R-squared 0.747172
Adj. R-squared 0.63225
Sum sq. resids 0.55542¢
S.E. equation 0.158892
Log likelihood 20.56977
AKaike AIC -3.417856
Schwarz SC -2.91902
Mean dependent 0.061626
5.D. dependent 0.262015
Determinant Residual Covariance 8.31E-09
Log Likelihood 185.692
Akaike Information Criteria -17.8783
Schwarz Criteria -17.33411

o3 4 Sl Do 3y 1(V) B8 Uslaw 53 Lo pis ol oSl amr i b el il
P93 Oyt 55 i S K Vs i, o8 25 8 s 0l e e 1(6) 53 0T
A ) oy o e e 5 et Sl o e ey Sy 3y oilag,
ey
1943 0200 Slen 0 8 it sl o S s e i L ol o
Ve 2B o S S St o S st s o L 1, L2260t il s
i SN ot 2l aalgE A1 1wy ¥/A G Shsbe Wl S b as s
Shale vy 28 e s Ve 50 (OPEN) slasil sy 54 sl 5 (NOV) 83333
i g &5 sb Olas A5 Uals 63558l Ao s F/Y 5 dos A/A sl R PR S
WWVE Rt UV WL gk s Dol bde sl Oy 0 s cpl silas

ayad S5 i Shsle 2ol s false 51 S Ol gea



dlj"JJ‘;:@_;:F QbJL.an,UJ.(&an'uLaf}c Xy

Sy a5l el 1 o, S G Sl draor D500 (15 o0 ey b

i o5 5k 0les o2 ol OPEN , NOV, BMER i W IE SO PRIV
55 0 CNOXS (o pr NOV oS 028 0pa 3T ot i SN gl prhs b8
ol ol e Ho 53 .(..:h.‘o‘.}:g.t;bﬂu i p &L i (NOV = CNOXS )
(Nov,_, NOV NOV ) 250 it 20ais glLaedy Sy o 83 et (Sl o

. - - . / -
e B ‘u‘ll'f“"’ M}“}‘jub/ﬁ}“{jw))b“éd“;»“b;dhx «Iagb)a
.

s, Ho i3 S 1l (NOV o CNOXS) ey CNOXS o 32 NOV 8 Zulis oty Ho
-Ji'a\d.._‘.l;.:)ijc_th.Ubu:}leuLE.:..:H.!.r,_J'n.L:CNOX$Ql;l;NOVr_.'ol}JdAn;_,.:-

.r.i‘nljn:)'l.:.}f J}J..?J)‘JJEJJ}JJ.:.‘:J “‘”Jbﬂ.s‘)’_)";;

L \_}fﬂ ks O g3 20 5 F o

He 45 3 Chi- Square Jlaz sz:_f‘.’r.-:a T
BMER 4 CNOX$ £/ \A ofo¥5 Ho s,
NOV A CNOXS Ao of o He s,
OPEN /A CNOXS $/04 of 0¥y He s,

i s ga” OPEN | NOV, BMER s awu b 3 o Sass Ol s

i g3 i sl i e ) g e iy 45 2Lk 92, S0 CNOXS
53 W pmia b S 5 o™ 1 et S el 21 s dallhan 250 0090
13 Sy 5331 g 1,53 Dl 4 105 bl ) ol S
g e A i ok el 0313 g (T Db o Db e !
aJ.ALLAA.J\hACﬁ‘J;;.._.Lsa.b.:ba'-wgpgvéqu.q.bb‘.mﬁ_ﬂb&bbuﬁ
P SO PN UPP TSI (Y AAS ) 0k ol slgpaT ay Dl 0

] punia 4.....&3.1 'g..q,,o'



Yy rr‘)rrbu‘q:}::_,uﬁxdm

]

6;“*:-’5
= —~ =~
bty K g ol 5 S K 1 Kes s, S eslinad b cadlien f s

oo Cw' ol B s 31 Cj' A e 3 JH sy olsle R VRUY

O35 Grllae ot 43,8 15 0 55 "5l gy 5 et 2y " sl VIS 03y
03 U8 o |y 8, Dol W15 g e e )51 S p s Sy Sl e
36015 Y 035531 25,1 p gamea sbaaBl D3 5 5 et ld o Ll des s Ve b iy
By dolan | il Slialo w150 (Koo Glenss Sl 3) sl JBL 1o 50 5
Ads A el 3 de o YA 5 s B/A caes s

b Ul 50 @y g 3 el 0 ol 1 sleae iy S el i
Gea 25 5 SV sas bl 3 Y855 o5lel il pl 5 gt b sLLL
sl w50 Sty s)5m 53 Zusstom G508 (ssy ot ATl o 6T
3 dalalsn 0 55 Slalo e VST oy Kis s 51 its 281, 0
S Slpale 1358 ynyto s IS s Tl STl danty YIS
Al o el )58 a8l 45 (Gl lati o 039 B 25l pyeama) 5 2alS 5 b
390 3 Wb S Sy S ST, st B ods Sapl b5k !
b 3my s 53 (2155 5k 4 LT col DS S YIS oy WY
Grst5 3 oSSl sl 5 s Kes e 1 il Tl 1 3 sleinptos
2030 U T cpiin b sb b tas SN T 6 s e 1008500
tonge S8 3Nty (098) S50 2055 wama s a3 55 Lol sl Lo
Yo stilem 5wy Ol s LSJ‘JJL:SGL“YK"J}" 2l gl ‘OK%J'M il
Wil Tl ds 3 8e @ ds s

o sy Ol or o b Doty BT 5 5l froafla g b pinas
Shaalinl 5 Bl 401 b o Syt ol 15 G2 ady @ 2l SU s Sd E
33 2155005 A s o B es i K4 55 S 5 o g3 )y
8l eals Sl 5 g BTl e Gl

b o G 2 sl Al s 26w sslal A, 15 il lat



On'ﬂfj.) ‘_;:‘-’j."‘ Qb.ﬂ'..o cuw:.ufu‘-cbs Y¥

Sl st ol (\rvs) S5S B ATVY JL S g Oles 15 b il Lly o
LY 6, ol sl Sl es S0, 19350 5 SSemh s (pyean St oty
o ATYY g ATYY Sl CE‘J.‘J:&-""L"' e pera 3 4 b YTV 9 VYVE sl s

D o
Sland Ay 10 slgmed Coned 5 35T )50 53 331 25 Sy 518 gai N s el
S

(V99 = 1 Lzad G = Sl o JY3 2 1 51)

A\
A
;-

A~ f -
=
® T T T T

° Veoo Yeow Yoeoo fa00 Joos

BMER



Yo TI‘JYY:'JL..:‘J.:-UJJQLJ;A:-.‘

VEVE-APTA il b ys ol Cud @ oYs gl 28 Dolalo Y )i gal
QYQO}QA@)

re o A Py re

: L " . .

v3

o9

oo

oE-1

04

°A

$XON




Ufﬁi'_).?‘_rwﬁ‘— C—'b.&'_ﬂ ‘Mc.')'-"—“”“‘_j"b“ Yf

sWlo J b 53 18 Jl culd cad g )V a8 Ohalow ¥ 55 ga s

(V3 O pdes 4) APV YEA
- - -1 -~
. . . o
® 9 - L] (]
1 I L
-~
+
Cr Z,
N o
>
- w9
] e
£
o _|
-]
o ]
o
‘:’_
-
o _
O
<




Yy YT"_,rrS)La..h«.;-;_,_a_,qudgu

INER o el Ay o 53 i b8 g1 e 932,08 o2 b0 Jydr

PP sl 4 B 53 Wrad o 9 35T 00 3

Sample: 1343 1374
Included observations: 32 after adjusting
endpoints
Standard efrors & t-statistics in parentheses
————— |

Cointegrating Eq. ColntEq1

In(BMER) 1.000000

In(Pd/Pw) -0.999989
(0.15009)
(-6.66266)

T -0.055428
(0.01881)
(-2.94736)

C -4.871761




Olpl g0 i pnd Sliolis sdiiS s Lol pe YA
(1PVE-APrA) dafllas )3 o3linal 3y o 5Vl 5Ly (g WS T8 g
Ju e il Pd  PdPw  NOV BMER OPEN
(b =5Ys 3k} (2l N Opls)
1338 10260 47158 0218 0128 0590 9095 NA 0152
1338 11140 31714 0351 0427 02362 9909 898  0.145
1340 12790 32328 039 0124 0314 10046 965 0136
1341 12500 28184 0428 0123 0288 10211 984 0117
1342 13800 30034 0453 0120 0262 10617 976 0.108
1343 15300 299.23 0511 0122 0238 10926 B7.3 0.142
1344 18100 33646 0538 0119 0222 12312 873 0147
1345 15700 27743 0566 0118 0208 12806 844 0157
1346 18200 309.94 0587 0113 0193 14027 825 0174
1347 21700 35047 0619 0116 0188 15706 831 0189
1348 24500 37550 0.652 0114 0175 16743 851 0197
1349 28600 42364 D675 0414 0168 17474 859 0204
1350 37900 54215 0699 0124 0178 18646 853 0204
1351 49800 68000 0732 0133 0182 21094 829 0206
1352 63500 81798 0776 0175 0225 21622 758 0195
1353 68200 73336 0794 0278 0350 25134 736 0223
1354 59200 73608 0804 0293 0365 28157 744 0334
1355 54000 63764 0847 0338 0393 31795 796 0272
1356 52300 59242 0883 0403 0456 31820 800  0.280
1357 54300 591.00 0919 0445 0485 34557 911 0209
1358 81200 84932 0956 0568 0594 39428 1595 0.149
1359 64500 65815 0980 0701 0716 37238 2342 0.164
1360 34000 234136 0996 0873 0876 36369 3950 0157
1381 28400 28400 1000 1000 1000 37167 4750 0119
1362 35700 34819 1026 1123 1095 37913 4036 0.138
1363 36100 33553 1076 1236 11498 38745 6107 0108
1364 46500 41672 1116 1294 1159 41677 6396 0080
1365 91600 79344 1154 1460 1265 40501 B152 0058
1366 1161.00 967.74 1200 1796 1497 40024 11346 0048
1367 103600 82594 1254 2100 1674 37051 9542 0079
1368 104400 80497 1297 2503 1930 37578 14313 0129
1369 131200 98531 1332 2968 2228 40905 15258 0.185
1370 264900 195614 1354 3669 2710 43271 15352 0.195
1371 2983.00 213510 1399 4584 3275 46637 16245 0185
1372 374700 270059 1387 6344 4572 50684 19688 0229
1373  4831.00 340593 1418 8632 6086 51862 26022 0.177
1374 323400 2231.36 1449 12043 8310 52089 40493 0.125
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