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Week4: 

Exercises 3 (chapter 6 Textbook) 

6. Consider the MA(1) process                 where            
   

a. Find the ACF of the process. 

b. Is the model stationary? Justify your answer. 

c. Is the model invertible? Justify your answer. 

d. Characterize the behavior of the Partial Autocorrelation Function of the process.  

 

7. Consider the MA(2) process                             where            
   

a. Find the ACF of the process. 

b. Is the model stationary? Justify your answer. 

c. Is the model invertible? Justify your answer. 

d. Characterize the behavior of the Partial Autocorrelation Function of the process. 
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8. Suppose that you have time series data of a given country’s inflation denoted as   . With these data 

the following model was estimated :  

 

 

 

 

 

 

 

a. Obtain the general theoretical expression for       and          

b. Using the Eviews output provide an estimate for       and         
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Week 5: 

Exercises 1, 5 and 6 (chapter 7 Textbook) 

9. Consider the AR(2) process                          where            
   

a. Is the process stationary? 

b. Compute the unconditional mean and variance of the process. 

c. Determine the PACF and describe the ACF of the process. 

 

10. Suppose that you have time series data of a given country’s inflation denoted as   . With these data 

the following model was estimated : 

 

 

 

 

 

 

 

a. Obtain the general theoretical expression for      . 

b. Using the Eviews output provide an estimate for      . 

c. Suppose that the inflation rate at November 2011 and December 2011 were 1 and 1.2 

respectively. Obtain the optimal forecast estimate for the inflation rate according to this model 

for: 

i. January 2012 

ii. February 2012 

d. Provide estimates for the forecast uncertainty for: 

i. January 2012 

ii. February 2012 


