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Objectives

Simulate a moving average process

 Interpret correlogram of a Moving 

average process



MA(2) process

𝑋𝑡 = 𝑍𝑡 + 𝜃1𝑍𝑡−1+𝜃2𝑍𝑡−2



Simulation - MA(2) model

𝑋𝑡 = 𝑍𝑡 + 0.7 𝑍𝑡−1+0.2 𝑍𝑡−2

𝑍𝑡 ~ 𝑁𝑜𝑟𝑚𝑎𝑙 (0, 1)



What We’ve Learned

How to simulate MA processes in R

 That ACF of MA(q) cuts off at lag q


