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Bootstrapping the Likelihood Ratio Cointegration Test in Error Correction Models with
Unknown Lag Order (2009)

Christian Kascha, Carsten Trenkler

We investigate the small-sample size and power properties of bootstrapped likelihood ratio systems
cointegration tests via Monte Carlo simulations when the true lag order of the data generating process
is unknown. A recursive bootstrap scheme is employed. We estimate the order by minimizing
di_erent information criteria. In comparison to the standard asymptotic likelihood ratio test based on
an estimated lag order we found that the recursive bootstrap procedure can lead to improvements in
small samples even when the true lag order is unknown while the power loss is moderate.

Combining Inflation Density Forecasts (2009)

Christian Kascha, Francesco Ravazzolo

In this paper, we empirically evaluate competing approaches for combining inflation density forecasts
in terms of Kullback-Leibler divergence. In particular, we apply a similar suite of models to four
different data sets and aim at identifying combination methods that perform well throughout different
series and variations of the model suite. We pool individual densities using linear and logarithmic
combination methods. The suite consists of linear forecasting models with moving estimation
windows to account for structural change. We find that combining densities is a much better strategy
than selecting a particular model ex-ante. While combinations do not always perform better than the
best individual model, combinations always yield accurate forecasts and, as we show analytically,
provide insurance against selecting inappropriate models. Combining with equal weights often
outperforms other weighting schemes. Also, logarithmic combinations can be advantageous, in
particular if symmetric densities are preferred.

Business Cycle Analysis and VARMA Models (2009)
Christian Kascha, Karel Mertens

Can long-run identified structural vector autoregressions (SVARs) discriminate between competing
models in practice? Several authors have suggested SVARs fail partly because they are finite-order
approximations to infinite-order processes. We estimate vector autoregressive moving average
(VARMA) and state space models, which are not misspecified, using simulated data and compare true
with estimated impulse responses of hours worked to a technology shock. We find few gains from
using VARMA models. However, state space algorithms can outperform SVARs. In particular, the
CCA subspace method consistently yields lower mean squared errors, although even these estimates
remain too imprecise for reliable inference. The qualitative differences for algorithms based on
different representations are small. The comparison with estimation methods without specification
error suggests that the main problem is not one of working with a VAR approximation. The properties
of the processes used in the literature make identification via long-run restrictions difficult for any
method.



Christian Jonathan Kascha
Norges Bank

A Comparison of Estimation Methods for VARMA Models (2007)
Christian Kascha

Classical Gaussian maximum likelihood estimation of mixed vector autoregressive moving-average
models is plagued with various numerical problems and has been considered difficult by many
applied researchers. These disadvantages could have led to the dominant use of vector autoregressive
models in macroeconomic research. Therefore, several other, simpler estimation methods have been
proposed in the literature. In this paper these simpler methods are compared by means of a Monte
Carlo study. Different evaluation criteria are used to judge the relative performances of the
algorithms. The results suggest that the algorithm of Hannan & Kavalieris (1984b) is the only simple
algorithm that reliably outperforms the other algorithms and the benchmark VARs.



