Table of Contents

Table Of CONTENTS ... Vv
ADDIEVIAtIONS ..uviiiiiiiiee e Vi
Y o 1] 4 = Tox A PSP UPPPRTUPPN: VIII
AR Lt Rttt n et nnes IX
Chapter 1 : INtrodUCtioN.....coii i e 1
0 T Tol €={ o T o o IR 1
1.2 Literature REVIEWS .....cooiiiiiiiiiiiieiiieeieeeeeeeeeeeee ettt eeeeeeeeeeeeeeeeeeeneeees 3
1.3 Problem And MethodOlOgY .........ceeevvevivviiiiiiiiieeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeereeaeeee, 5
Chapter 2 : MIDAS REEIESSIONS ....cccceeeieieeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee e, 7
2.1 The Forecasting Environment And Notations .......cccceccveeeiicieeiiniiieeeenns 7
2.2 D@ FOIM et e e e e e e e e e e e 8
2.3 TimMe AZEIregatioN ... .. . s 9
2.3. 1 TiM@-AVEIAGINEG. ... s 10
2.3.2 Step Weighting(U-MIDAS) ......uueeeeieeiieeeeriieeeeee e eeecirrreeee e eeeennnns 11
2.3.3 MIDAS REEIESSIONS ....uieiiiieeeeieiieeeeette e e e et e e e et e e e e eaae e s e e aaa e e eeeannnns 12

2.4 Simple R-MIDAS REEIESSION .....uuuuuuuureruuiiiiniiniininnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnns 12
2.5 Polynomial Specifications ..........ueuuuuuuuuuuii e 14
2.5.1 Exponential Almon Lag Polynomial........ccccceeiiiiiiiiiiiiiiiiiiciicccccccn, 14
2.5.2 Beta Lag fUNCLION ...cceiee et e 16
2.5.3 Almon Lag Polynomial of order (P) ....ccccoovvvieeeeeeiiieeeeeeeee e, 16

2.6 Lag Length Selection Criteria ......cccceeeeeeiccccc e 18
2.7 Testing Unit Root and Cointegration .........ccccceeeeee e, 19
2.7. 1 UNIE ROOT .. s 19

2.7.2 COINTEGIatiON cuvueucie ettt e e e e e e e e s 21



Vi

2.7.3 J0hansen’s ProCEAUIE ........uuuuuuuuuuiuiiii s 22
2.8 Cointegration-MIDAS and ECM-MIDAS models .......cccceeeeeieieieiciicccinennnn. 25
2.9 Distributed-Lag MOdEIS .........uuuuuu e 26
2.10 Estimation Methods .........c.cooviiiiiiiiiieee e 30

2.10.1 The Method of Least SQUAres........ccccovcvveeeiiiiieee s 30

2.10.2 The Method of Maximum Likelihood............cccoooeiiiiiinniiiinieeee 32

2.10.3 Generalized Method Of Moments Estimation..........c.ccoeceeeruieennee. 34

2.10.4 The Method of Nonlinear Least squares(Gauss-Newton method).35

0 B A o Y =Tt 1] o [ V= U URPNt 38
Chapter 3 : Application Case Study .......coeeeveeiiiiiiiii 40
3.1 Modeling The Palestinian GDP ......ccooeeeeeeeeeieeeeeeeeeeeeeeeeeeeeeeeeeeeeeee e, 40
3.2 Discussion of Results and ConcluSioNns ..........ccovceeeriieeiiieeeniieeenieeeenn 47
Appendix A : OULPUL TabIES ..o 49
Appendix B : Time Series PlOtS ... 56
Appendix C : Testing The Flat Aggregation Scheme(AGK test) ......ccccveeeeeeeennnne 58
Appendix D : The R-Codes Used IN ANAlYSiS.......cevveveererereeeeeeeeeeeerereeereeeeeeeeeeennn. 59
RETEIENCES ... it 65



