


Econ4140 Sec A
Assignment 1

1. [bookmark: _GoBack]The daily price series doesn’t look stationary. From the picture the value of price change randomly, so the expected value of price cannot be constant. The daily price series is not stationary. 

2. The log return looks stationary. The coefficient value is -0.038954, so its absolute value is less than one. And from the picture, we can get the result that the future returns will be similar to past returns. There is no explosive behaviour in the AR(1) progress. 

3. The log returns are not normally distributed. The returns have a sample mean, standard deviation, skewness, and excess kurtosis of 0.00083681, 0.01739564, -0.4292855, 6.90339925. The values of the sample skewness and excess kurtosis are not close to zero. So the returns are not normally distributed.  Since log return is approximately equal to net return. The log returns are not normally distributed.

4. Log returns are not seriously correlated.

H0: φ=0
H1: φ not equal 0
|t|= 1.07
α=0.05
critical value =2
|t|= 1.07<2
Do not reject H0.
So the autoregression coefficient is not significant. Log returns are not serially correlated.


