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COURSE DESCRIPTION

This course covers some of the most important concepts, models and methods used in the empirical analysis of economic and financial problems. Several econometric models will be studied, with a special emphasis on time series analysis methods. During the course, students will have the opportunity to explore several case studies using econometrics software. 
LEARNING OBJECTIVES

1. Understand basic time series concepts and terminology and perform basic forecasting.
2. Be able to critically evaluate the economic and financial literature in which basic time series methods are used. 

3. Be able to apply econometric and time series methods to data using specialized statistical software.
Course requirements

· Project Term Paper 40%
· Class discussions and tutorials participation 10%
· Final Exam 50%.
Prerequisites

Basic knowledge of econometrics and statistical methods is required for this course (ECON 214, ECON 305, MATH 218 or 219). 
main Text

Pindyck, S. and D.L. Rubinfeld (1998), Econometric Models and Economic Forecasts, 4th ed., McGraw-Hill. 
Required readings

The following papers will be made available as required reading material:
· Rubinfeld, D. (2000), “Reference Guide on Multiple Regression”, in Federal Judicial Center, Reference Manual on Scientific Evidence, 1994, pp. 415-470, Second Edition, 2000, pp.179-227.

· Fama, E. and K. French (2004), “The Capital Asset Pricing Model: Theory and Evidence”, Journal of Economic Perspectives, vol. 18, no. 3, pp. 25-46

· Neaime, S. (2004), “Sustainability of Budget Deficits and Public Debt In Lebanon: A Stationarity and Cointegration Analysis”, Review of Middle East Economics and Finance, vol.2, no.1, pp. 43-61
Optional readings

Books: 

· Campbell, J.Y., A.W. Lo, and A.C. MacKinlay (1997), The Econometrics of Financial Markets, Princeton.
· Thomas, R.L. (2001), Modern Econometrics: An Introduction, 5th ed., Harlow.
Papers:
· Comin, D. and B. Hobijn (2004), “Cross-country technology adoption: making the theories face the facts”, Journal of Monetary Economics, 51, pp. 39-83

· Fama, E. and K. French (1988), “Permanent and temporary components of stock prices”, Journal of Political Economy, vol. 96, no. 2, pp. 246-273

· Granger, C. (1997), “On modeling the long run in applied economics”, The Economic Journal, vol. 107, no. 440, pp. 169-177

· Hamilton, J. (1983), “Oil and the macro economy since World War II”, Journal of Political Economy, vol. 91, no.2, pp. 228-248
Software

This course will use EViews, a program for statistical and econometric analysis, and forecasting. The course will include a detailed training on how to use this software, through class presentations and tutorials.
Tutorials

Computer tutorials will be provided by teaching assistants on how to use EViews for econometric estimation and forecasting. A total of five one-hour tutorials will be necessary. Attending these tutorials is mandatory as hands-on practice is necessary to learn econometrics. 
Project term paper

At the beginning of the semester, students must choose an economic or financial model that establishes some relationships between two or more economic variables. To ensure the feasibility of the empirical work, students must collect time series for the variables under study. Besides the statistical data bases that will be made available in the course, a large number of information sources is available on the internet. 

A work proposal should then be submitted addressing the following items:

1. Presentation of the objective of the work.

2. Brief description of one or more theoretical models that allow one to establish relationships between the economic or financial variables.

3. Definition and source of the variables to be used; discussion of the relation between the variables in the model and the data.

4. Graphs showing the evolution of the series over time.

The final work should be structured according to a format which will be distributed in class. Towards the end of the semester, students have to present orally the main results obtained in their project (using transparencies or PowerPoint). The term paper grade will take into account the quality of the oral presentation and of the written work.

Course Outline

1. Introduction: Distributional properties of random variables and Time Series basics

2. Review of the basic multiple regression model
3. Special sessions on Panel Data Econometrics (with 2 extra sessions)
4. Application I: The Capital Asset Pricing Model (CAPM)

5. Smoothing and extrapolation of Time Series
6. Application II: Simple forecasting of major asset prices
7. Properties of Stochastic Time Series
8. Application III: Computer Lab session
9. Unit roots and Co-integration
10. Application IV: Sustainability of budget deficits and public debt 

11. VAR and VECM Models

12. Linear Time Series models (MA, AR, ARMA, ARIMA) 
13. Application V: Interest rate forecasting
Course POLICY
Class and tutorial attendance is compulsory. The use of mobile phones and other disturbing material during class is not tolerated. Absence from exams should be supplemented by a medicated excuse from the University Health Services Center. Failure to submit papers on time is subject to a penalty. Cheating and plagiarism during exams or writing assignments will be dealt with according to the university policies and may result in dismissal from the University. Students who work in groups need to sign a ‘work sharing’ sheet that will be made available, detailing each student’s involvement in the shared work. Students are strongly encouraged to read the Student Code of Conduct: 

https://pnp.aub.edu.lb/general/conductcode/index.html.

Course SUPPORt & RESOURCES
The main web support for the course will be Moodle. Students are required to register and constantly check their Moodle account for all information related to the course:

http://wwwlb.aub.edu.lb/~acc/Moodle/MoodleMainpage.htm
Other online and offline supporting material will be provided during class.
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