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Modelling Financial Decisions and Markets/Introduction to Quantitative Methods

Semester 1 weeks 8-12
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Seminar Leaders:

Muslimin Anwar, e-mail: muslimin.anwar@brunel.ac.uk
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Workshop Weeks 10-11

1)
Using the data “consumption income data”, available on my web page, generate the log of income and the log of consumption expenditure.  Then generate the first and fourth differences of these series.  
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2) 
for the period 1954Q1-1994Q4 and denoting the log of consumption by c and the log of income by y, estimate the models

{to estimate (iii) adapt the examples of nonlinear estimation given in the lecture notes}

a)
what is the relationship between the estimates of models (ii) and (iii)?

b)
what are the short-run and long-run elasticities of consumption with respect to income?
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2) 
now estimate the model

           where 
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3) 
now estimate the model

where 
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) 
now estimate the error-correction model

{to estimate this, again adapt the examples of nonlinear estimation given in the lecture notes}

what is the relationship between the estimates of (3) and (4)?
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5) 
now estimate the model

where 
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now estimate the error-correction model

{to estimate this, again adapt the examples of nonlinear estimation given in the lecture notes}

what is the relationship between the estimates of (5) and (6)?
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