Guidelines for the exam
The exam will have two sections.  The first one will be based on concepts and will evaluate your understanding of the econometrics you are using.  The second section will have estimation outputs that you will need to evaluate.

The subjects you need to know will include the following:

+Stability of a VAR system when there is a unit root: concept of a reduced rank matrix vs. full rank matrix, relation between cointegrating vectors and eigenvalues. 

+Know how to conduct:

Nonstationarity tests

Cointegration tests; Johansen tests, different assumptions about constant and trend.

Granger causality and block-exogeneity tests

Test of overidentification

+Know how to impose:
Long-run restrictions on cointegrating vector;
Identifying restrictions (Short run and long run) and difference from the Choleski decomposition.
+Reparameterization of a VAR into a vector error correction model; interpretation of the coefficients; Interpretation of the loading matrix and the cointegrating matrix.

 +If you include a constant in the linear relationships and a linear time trend in the data how to divide up the estimated constant in the reduced form VECM.  

+Calculate the impulse responses, cumulative multipliers.

+“liquidity puzzle”, “price puzzle” and “nonneutrality puzzle”; possible explanations and solutions to solve them.

