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Seasonal Adjustments

Challenge: series tend to trend with seasons and time

Include time trends in regression

Include time indicator variables in regression
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Stationary and Weakly Dependant Time Series

Stationary: joint distribution of stochastic process is stable
over time

Covariance stationary: finite mean, finite variance, and
Cov(xt , xt+h) only depends on h

Weakly dependant: Cov(xt , xt+h) æ 0 has h æ Œ
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Autoregressive Model and Examples

AR(1) model: yt = flyt≠1 + ut

Which one of the following time series is stationary?
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Seasonal adjustment practice

Chapter 10 Problem 5

Suppose you have quarterly data on new housing starts, interest
rates, and real per capita income. Specify a model for housing
starts that accounts for possible trends and seasonality in the
variables.
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Seasonal adjustment practice

Chapter 11 Problem 2

Let {et : t = ≠1, 0, 1, . . .} be a sequence of independent,
identically distributed random variables with mean zero and
variance one. Define a stochastic process by

xt = et ≠ (1/2)et≠1 + (1/2)et≠2, t = 1, 2, . . .

1 Find E (xt) and Var(xt). Do either of these depend on t?

2 What is Corr(xt , xt+h) for h > 2?

3 Is xt an asymptotically uncorrelated process?
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