ARMA Identification and Estimation


The files entitled Y1.PRN, Y2.PRN and Y3.PRN contain 1000 values of the data that follow ARMA(p,q) models.   

Repeat the following questions for EACH of the data file.

(a) Plot the data against time and obtain ACF, PACF and Q-statistics.  Does the series appear to be stationary?  (Note that the series would be non-stationary when the ACFs decay slowly.)  Does the series appear to be a white noise process?  Why or why not?

(b) Estimate different ARMA models using various values of p and q from 0 to 5, and identify the best ARMA(p,q) model.  Then, provide the estimation result of the best ARMA model.  Also, provide diagnostic check-ups for the the residuals of the model you estimated by examining the ACF, PACF and Q-statistics.  Does the residual series appear to be a white noise process?

(c) Obtain the out-of-sample forecasts of the next 20 periods using the estimated ARMA model.

