
Homework 3

Selected answers

March 24, 2022

Problem 1

yt = 0.3 + 0.5yt−1 − 0.4εt−1 + εt

µ = 0.3, φ1 = 0.5, θ1 = −0.4

y = µ
1−φ1

= 0.3
1−0.5 = 0.6

Problem 2

yt = 0.1 + 0.4ut−1 + 0.2ut−2 − 0.1ut−3 + ut; ût−1 = 0.3, ût−2 = −0.6, ût−3 =
−0.3

E[yt+3] = 0.1− 0.1× ût−1 = 0.1 + 0.1× 0.3 = 0.07

E[yt+4] = 0.1
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