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Objectives

» Estimate model parameters of a simulated AR(3)
process using Yule-Walker equations in matrix
form



AR(2) proce

where

We simulate tf



Yule -Walker equaitons

We (will) estimate coefficients of the model

Xe = P1 X1 + P2 Xi g + P3Xi 3 + Z;

by first finding ry, 1, using acf() routine, then solving the system of

equations
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Results (set.seed(2017))

» n=100000

» ¢, =~ 0.3381245
» ¢, =~ 0.4984999
» ¢35 = 0.06849712
» o7 ~ 15.979
Actual Model

Xt = 0. §Xt—1 + O.SXt_z + O'O7Xt—3 + Zt, Zt o N(O,16)
Fitted model

X, = 0.3381245 X,_, + 0.4984999 X, , + 0.06849712 X,_5 + Z,,

Z, ~ N(0,15.979)



Simulated AR(3)

ar3 process
LLLL11]

ACF

| |
0 10 20 30 a0

Lag

Partial ACF




What We've Learned

» Estimating model parameters of a
simulated AR(3) process using Yule-Walker
equations in a maftrix form



