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The exam consists of three questions on five pages. Each question is of equal value.

1. For each series, draw the ACF and PACF. In each case assume that  is a white noise sequence,
 = 1 2      .
(a)  = 05 + 
(b)  = 05 +  + 04−1
(c)  = 05 + 04−1 + 
(d)  = 05 + 14−1 + 
(e)  = 05 + 04−1 +  + 04−1
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2. Consider the following data generating process
 =  + 2 −2
where  is a white noise process. Assuming −1  2  0, answer the following:
(a) Derive the expected value of this process
(b) Derive the variance of this process
(c) Derive the covariance of this process for all . Note that  represents the number of periods
between  and − .
(d) Derive the autocorrelation function of this process for all 
(e) Plot the autocorrelation function with the information you derived above
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3. Consider the EViews output for the growth rate of real GDP in Argentina from 1965 to 2007.
(a) Briefly explain why the first spike in the sample ACF and PACF below are identical.
(b) Given the information in the sample ACF and PACF, what is the most likely theoretical model
(state the name and write it down)?
(c) For the model you listed in part (a), what is the theoretical expected value, the variance and
covariance (for all ) of this series (you do not need to derive them, you can just state it)?
(d) Given the information in the regression tables (specifically, the model selection criteria), what
model appears to perform best for each criterion?
(e) Why does the sample start in 1966 for the second regression model?
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