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EC 413/513
Economic Forecast and Analysis
Fall 2010
Professor:
Dr. Junsoo Lee

Office: 
263 Alston Hall
Phone:
205-348-8978 (Office), 205-348-5950 (fax)



205-366-1980 (Home)

Office Hours:  Monday and Wednesday, 3:30 – 4:30 PM, or by appointment
E-mail:
jlee@cba.ua.edu
Web Site:
http://www.cba.ua.edu/~jlee/  (personal homepage)



http://www.cba.ua.edu/~jlee/ec413-513 (class homepage)

Textbook
There is no required textbook, but students are advised to buy one of the following books.
· J.H. Wilson and Barry Keating (WK), Business Forecasting with Accompanying Excel-Based ForecastXTM Software, 5th edition, McGraw Hill, 2007. ISBN-13: 978-0-07-297967-1
[easy; This book will be used mostly for Lectures 1 – 4]   
· Walter Enders, Applied Econometric Time Series, 3rd edition, Wiley, 2009. 

ISBN 978-0-470-50539-7 

[medium/hard; recommended for advanced students, mostly for Lectures 5 – 8]
Copies of my lecture notes will be provided.
References
· Walter Enders (Handbook), RATS Handbook for Econometric Time Series, John Wiley & Sons, Inc., 1996. 
[Handbook for the RATS software; mostly for Lectures 5 – 8]  (pdf files will be provided)
Course Description  
Summary: “Survey of the analytical techniques used by economists to forecast the macro and micro levels of economic activity and the effects of public policy on the economy.”

Requirement: “Computing proficiency is required for a passing grade in this course.”
Goal: Upon completion of the course, students will be able to undertake forecasting, perform time series regressions, and test a variety of hypotheses involving time series data.
Topics: This course is focused on time series analysis and forecasting methodologies that are applied to forecasting issues in business, finance, economics and social sciences.  Topics include smoothing techniques, time series decomposition method, Box-Jenkins estimation, and regression based forecasting. Additionally, some important advanced topics in time series analysis will be covered.  These topics include ARCH/GARCH models, VAR models, Unit Root Tests, Cointegration and Error Correction Models.  Emphasis is placed upon the application of forecasting and simulation methodologies to economic and finance data through the use of microcomputer technology.  
Prerequisites

     EC413: ST 260, EC 308, and EC 309 with grades of “C-” or higher.

     (EC513: Admission to the graduate school and ST 260, MATH 121 or MATH 125 
                  or equivalent.)
Lecture Notes

Copies of lecture notes will be distributed in class or they will be available at the class web site.

Software
The RATS (Regression Analysis of Time Series, or WINRATS which is the window version of RATS) software will be used throughout.  
Students will be required to work on a term paper (see Empirical Project).  You may use any other software packages, such as SAS or STATA, you prefer for assignments or projects as long as they can perform required tasks.

The Wilson & Keating textbook comes with a CD (Excel-based ForecastXTM Software) and Excel can be effectively used in many occasions.  ForecastXTM is available at the lab, and it can be used for Lectures 1-4.  In addition, the software JMP 7.0, which is an interface for SAS, can be used. (http://www.jmp.com/)
Course Requirements


Two Midterm exams 


200 points



Final Exam



100 points



Assignments



  50 (30 – 80) points



Empirical Project 


  30 points



Class attendance and participation
  20 points








----------------------  







   Total 400 ( points

There will be two midterm exams and one comprehensive final exam.  Make-up exams will not be given except for a medical or other serious reason, in which case the student must be able to obtain a letter including a signature and telephone number.  Calculators may be used on exams.  A formula card can be used, if needed.
Class time will consist of lectures on theory, in-class discussion, and working on example questions.  Hands-on experience in the computer lab may be required.  
Assignments will be given for each lecture.  Points will be deducted for late assignments. 

Empirical assignments that require using statistical software can be worked out in a group of two students but each student should turn in her/his own answer.
Empirical Project
Students are required to work on a forecasting project and turn in a final report by the end of the semester.  The empirical project should utilize tools covered in the course.  Each student must clear the topic with the instructor and must submit a proposal (less than 2 pages) by October 4.  The proposal should cover (i) the main question you will attempt to examine (ii) data (definitions of variables, how you are going to collect, etc) and (iii) your suggested forecasting models.  Each student should submit a written term paper by November 23, Tuesday (before Thanksgiving Day).  The project should include empirical content such as graphs, tables, regressions, and forecasts.  The paper should be typed using double-spacing, 12-point font, and include page numbers.  Try not to exceed 15 pages.  
Forecasting Project Outline
Obtain data


Explain benefits of forecasting this data


Explain forecasting techniques you (will) use


Forecast using these techniques


Display results along with tables and graphs


Discuss and evaluate your forecasts


Compare your forecasting methods


Summarize your results


Cite all data sources and references

The format of the report should look like a journal paper.  It should contain sections of (i) introduction, (ii) literature survey and discussion of the data, (iii) econometric models, (iv) estimation results and interpretations, and (v) summary or concluding remarks. Reference lists and tables should be appended.  

Grade for the empirical project:

· Idea and topic





35%


      (Reasonableness, creativity & practical applicability)
· Competence of your analysis



35%

· Writing and required format



30%

Course Outline and Reading List

Lecture 1 
Introduction to Forecasting (WK Ch 1)

Lecture 2
Moving Average and Exponential Smoothing (WK Ch 3)

Lecture 3
Time Series Decomposition (WK Ch 6)   
Lecture 4
Regression and Forecasting (WK Ch 4, 5; Handout)

----------

Lecture 5
Stationary Time Series Modeling and Forecasting



(WK Ch 2, 7; Handbook Ch 2; Enders Ch 2)

----------

Lecture 6
Volatility and ARCH Models (Handbook Ch 3; Enders Ch 3)

Lecture 7
Multivariate (VAR) models (Handbook Ch 5; Enders Ch 5)

Lecture 8
Modeling Long-run Relations, Unit Roots, Cointegration and 

Error-Correction Models (Handbook Ch 4, 6; Enders Ch 4, 6)
Lecture 9
Nonlinear Time Series Models (Enders Ch 7)
