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Financial Econometrics II

� Linear Time-series Modeling (ARMA)
� Univariate Volatility Modeling
� Value-at-Risk Modeling
� Modeling Multiple Time-Series
� Correlation and Non-linear Dependence Modeling

É All remaining components are time-series focused
É Forecasting is a key component of each topic
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Advanced Econometrics Overview

� This course will focus on advanced forecast techniques
� Course divided into two components:

1. Technical indicators and data snooping
2. Forecasting in data-rich environments
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Part 1: Forecast Evaluation with Many Forecasts

� Reality Check
� Test of Superior Predictive Ability
� Model Confidence Set
� Stepwise Testing

É Examples/assignments using technical trading rules
É Futures and equity index data
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Part 2: Forecasting in Data Rich Environments

� Dynamic Factor Models
� Principle Component Regression
� The LASSO
� The Kalman Filter and missing data
� MIDAS
� Outliers and Structural Breaks

É Examples/assignments drawn from Macro-Finance
É Lower-frequency data: Quarterly or Monthly
É Large number of predictors (>600)
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Assessment

� Assessment will be based completely on empirical work
� Heavy use of MATLAB and data
� Focus will be on replicating and extending ideas in recent papers
� 2 Assignments

É 1 Groups of 2 or 3 (40%)
É 1 Individual (60%)
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