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Tﬂﬂﬁ SSR; =  the sum of square of residuals from the restricted model
SSR; =  the sum of square of residuals from the unrestricted model
N = number of observations
k = number of parameters estimated in the unrestricted model
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2. Cointegration and Error Correction Mechanism
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A = the (n x n) matrix of parameters
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i=r+1
Teeh T =  number of observations
n =  number of variables
r = rankof 7T
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A = characteristic roots of restricted model (model with intercept term

in the cointegrating vector)

ﬂu,— =  characteristic roots of unrestricted model(model with drift term)
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