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Newey-West Standard Errors

Standard errors from OLS only valid if homoscedasticity and
no serial correlation assumptions hold

Newey-West standard errors are robust to hetroscedasticity
and autocorrelation up to lag g
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Random Walk and Moving Average

Random walk: yt = yt≠1 + ut

Random walk with drift: yt = —0 + yt≠1 + ut

Moving average MA(1): yt = ut + –1ut≠1
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Integrated order of time series

Can transform non-stationary time series to be stationary

Weakly dependant time series are I(0)

Time series weakly dependant after first di�erencing are I(1)
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Order of Integration Practice

What is the order of integration for the following time series?
1 yt = ut

2 yt = –t + ut

3 yt = 2yt≠1 ≠ yt≠2 + ut
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