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Discussion Papers

No. 164.
“Testing for a unit root against nonlinear star models
by George Kapetanios

A simple testing procedure is used here to detect the pres-
ence of nonstationarity against nonlinear stationarity
based on the Smooth Transition Autoregressive model-
ling approach.

No. 165.
Model selection uncertainty and dynamic models
by George Kapetanios :

Inference is usually carried out conditional on a selected
model disregarding any effects on the uncertainty of es-
timation arising out of the procedure used to select be-
tween alternative models. This paper discusses methods
for accounting for model selection uncertainty and evalu-
ates these methods in the context of dynamic models
through Monte Carlo simulations.

No. 166.

Information criteria, model selection uncertainty and the
determination of cointegration rank

by George Kapetanios

The determination of the cointegration rank of a
multivariate cointegrated system has attracted consider-
able attention in econometric literature. However, most
work carried out to date assumes the lag order of the
vector autoregressnve process representing the
multivariate system is known. This is unlikely to hold in
reality and the question of how the lag order selection
may affect the determination of the cmntq,r‘mon rank
arises. This paper aims to address the question in a Monte
Carlo framework.

No. 167.

Incorporating lag order selectlon uncertainty in param-
eter inference for AR models

by George Kapetanios

Parameter inference on autoregressive models is usually
carried out conditionally on a previously selected lag
order. In the majority of cases the lag order selection is
carried out using information criteria. Here the asymp-
totic distribution of the parameter estimates is discussed
without conditioning on the lag order selected.
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No. 168.

Choosing the regime: macroeconomic effects of UK
entry into EMU

by Ray Barrell and Karen Dury

The UK has to decide whether to join the other members
of the EU in a monetary union, the choice depending in
part on the outturns for the economy inside and outside
EMU. The UK has chosen to target inflation and this
can involve some ‘price level drift’, whilst the ECB em-
phasises ‘price stability’ and would plan to reverse the
drift in the price level that might be caused by external
shocks such as an increase in the oil price. This paper
discusses the intellectual foundations of the ECB policy
and compares these ideas with the approach embedded
in inflation targets. Both regimes are compared over the
future using a large macro model and the paper con-

cludes with a discussion of the options available to the
UK.

Price £4 each or on subscription at £30 for 10 discussion
papers.
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Information for contributors and
subscribers

The Review welcomes the offer of high quality articles.
Content should relate in some way to the explanation of
economic performance (broadly defined) in the UK or
internationally. There is some emphasis on quantitative
research. Articles should normally be research based, and
comprise 4-10,000 words, excluding tables. All article?
are externally refereed, but the Review is able to organise
quick publication in appropriate cases. Full notes for
contributors are available from Fran Robinson.

Current annual subscription rates are £105 (UK and EU)
and £115 (non-EU). Postage is included inside Europe, 1st
class or Air Mail, and outside Europe at printed paper rate
unless additional payment is made for Air Mail. Special '
rates are available for individuals and schools. Single copies
are available at £27.50 each. The Review is also available to
subscribers on-line. For password and user name please e-
mail review@niesr.ac.uk. Further information on subscrip-
tions is available from Annie Stewart.
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The Editorial Board takes responsibility for ensuring that
contributions to the Review are of a suitable standard, but
the views expressed in articles are those of named authors,
and do not necessarily represent those of the Institute.
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Ray Barrell, Geoff Mason, Hilary Metcalf, Nigel Pain,
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