Accepted Manuscript

JOURNAL OF
Econometrics

Specification testing for nonlinear multivariate cointegrating regressions

Chaohua Dong, Jiti Gao, Dag Tjgstheim, Jiying Yin

PII: S0304-4076(17)30078-7
DOI: http://dx.doi.org/10.1016/j.jeconom.2017.05.016
Reference: ECONOM 4376

To appear in:  Journal of Econometrics

Received date: 4 September 2012
Revised date: 18 May 2017
Accepted date: 26 May 2017

Please cite this article as: Dong, C., Gao, J., Tjgstheim, D., Yin, J., Specification testing for
nonlinear multivariate cointegrating regressions. Journal of Econometrics (2017),
http://dx.doi.org/10.1016/j.jeconom.2017.05.016

This is a PDF file of an unedited manuscript that has been accepted for publication. As a service to
our customers we are providing this early version of the manuscript. The manuscript will undergo
copyediting, typesetting, and review of the resulting proof before it is published in its final form.
Please note that during the production process errors may be discovered which could affect the
content, and all legal disclaimers that apply to the journal pertain.


http://dx.doi.org/10.1016/j.jeconom.2017.05.016

Specification Testing for Nonlinear Multivariate

Cointegrating Regressions*

Chaohua Dong’, Jiti Gao*l Dag Tjgstheim® and Jiying Yin*
Southwestern University of Finance and Economics, Chind’
Monash University, Australia®

The University of Bergen, Norway'
May 29, 2017

Abstract

This paper considers a general model specification test for nonlinear multivariate coin-
tegrating regressions where the regressor consists of a univariate integrated time series and
a vector of stationary time series. The regressors and the errors are generated from the
same innovations, so that the model accommodates endogeniety. A new and simple test
is proposed and the resulting asymptotic theory is established. The test statistic is con-
structed based on a natural distance function between a nonparametric estimate and a
smoothed parametric counterpart. The asymptotic distribution of the test statistic under
the parametric specification is proportional to that of a local-time random variable with
a known distribution. In addition, the finite sample performance of the proposed test is

evaluated through using both simulated and real data examples.
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