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This Computer Handout 12 will replicate the results in Chapter 11 showing the computer commands for 

the estimation of Vector Autoregressions (VAR), forecasting with regression models and Impulse-

response functions (IRF). 

The data we will use includes two variables: (1) the seasonally adjusted housing starts and (2) housing 

completions. These are monthly observations from January 1968 through June 1996. 

A graph of both variables can be obtained by: 

  group both starts comps 
          both.line(d) 

 

We will use the data from January 1968 through December 1991 for model estimation and the forecast 

will be done for the period from January 1992 through June 1996. 

The correlograms for both variables are: 



 

Both show a strong cyclical component. 

The cross-correlation function shows the correlation between a variable and the lags of another 

variable. To obtain it open both variables as a group, then go to “view” and then “cross-correlation” to 

obtain: 

 



 

This cross-correlation shows a strong correlation between both variables. 

The VAR(4) as presented in the textbook (chapter 11) can be estimated using EViews in two different 

ways: (1) Equation by equation and (2) jointly. Equation by equation we simply  

 smpl 1968m01 1991m12 

 ls starts c starts(-1) starts(-2) starts(-3) starts(-4) comps(-1) comps(-2) comps(-3) comps(-4) 

 ls comps c starts(-1) starts(-2) starts(-3) starts(-4) comps(-1) comps(-2) comps(-3) comps(-4) 

that yield the following output: 



  

These are tables 11.4 and 11.6 in your textbook. 

For the correlogram of the residuals (see previous handouts) we have: 

  

These last ones correspond to Figures 11.7 and 11.9 and to Tables 11.5 and 11.7. 

Figures 11.6 and 11.8 are: 



  

 

To estimate both equations of the VAR(4) at the same time we need to type the following command: 

 var bookfigure.ls 1 4 starts comps 

This estimates both equations and stores the VAR(4) in the workfile under the name "bookfigure." The 

output is the following: 



                                      

 

Notice that this is exactly the same result we obtained before. The benefit from this second approach is 

that the impulse-response functions can then be easily estimated by going to "View" and then "Impulse 

Response" to obtain: 



 

The corresponding impulse-response are: 

 



For forecasting using the estimated VAR(4) and replicate the results in Figure 11.12 we use the 

following: 

 bookfigure.makemodel(varmod) @prefix s_ 

 smpl 1992m01 1996m06 

 varmod.solveopt(s=d, d=d)  

 solve varmod 

 smpl 1968m01 1996m06 

 varmod.makegraph(g=v) finalfigure starts 

To obtain: 

 

Alternatively, one can use the VAR(4) and obtain forecasts equation by equation using the same tools 

described in previous handouts. Just go to "Forecast" right after the estimation of each of the VAR 

equations. 

 

gretl 

To estimate the VAR(4) using gretl, first open the file from the class website. Then, make sure you select 

the correct sample for the estimation of the VAR. That is, go to 'Sample' and select 'Set range' to type: 



 

For the lag selection gretl has an automatic procedure that estimates the VAR(p) for various values of p. 

To do this just go to 'Model' then 'Time series' and then select 'VAR lag selection.' You will then have to 

choose the following options: 

 

To obtain: 



 

Notice that gretl already shows with a * the minimum AIC and BIC. To be consistent with the results 

obtained with EViews and the textbook we follow the AIC and estimate the VAR(4) by going to 'Model' 

then 'Time series' and finally selecting 'Vector Autoregression' to select the following options: 

 

and obtain the following VAR: 



which yields the same results as EViews.

 

lds the same results as EViews. 



To obtain the Impulse-response functions, in the Vector Autoregression window select 'Graphs' and 

then 'Impulse responses (combined)' to get to the following menu: 

 

Just make sure you select the correct ordering: STARTS causes COMPS, so STARTS appears first. Once 

you click OK you will obtain: 



 

which is the same as the one obtained with EViews.  

For the forecasts with the VAR just o to 'Analysis' then 'Forecasts' then select 'STARTS' and the default 

options in the following menu to obtain: 



 

 


