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Abstract 
In this paper we study the relationship between price stability and financial stability. We try to determine whether 

asset prices are useful indicators for determining future inflation rates and we analyze the tensions in the 

interbank market during the last five years by means of a GARCH (1,1) model. The results show that the interest 

rate leads to a decrease in the inflation rate, while oil and real estate prices give a positive impulse. Before the 

crisis, Euribor-Eoniaswap spread had a low volatility. But the intervention of central banks by injecting liquidity 

into the banking system led to a considerable increase in its volatility. Another explanation for the evolution of 

this phenomenon is due to the loss of control by the ECB on the MBR and Eoniaswap spread. 

 
Key-words: financial stability, price stability, GARCH model, liquidity crisis, financial crisis, Taylor rule 

 

JEL Classification: E44, E58, G01 

 

 

1. Introduction 
 

This paper focuses on the relationship between price stability and financial stability as well as on the 

role of monetary policy in achieving these objectives. Before the current crisis is was considered that price 

stability and financial stability complement and reinforce each other, and financial stability has been for a long 

time, a secondary objective of monetary policy. On the one hand economic theory argues that price stability is a 

prerequisite for reaching financial stability and past crisis experiences appeared to have confirmed that inflation 

was the main source of financial instability. On the other hand, this crisis has proven that the financial system 

may come to the brink of collapse in the middle of a period of low inflation and it came as a rebuke to central 

banks for having neglected elements with fundamental implications on financial stability such as asset prices. 

The paper deals with theoretical and practical issues of the trade-off between price stability and financial 

stability and it is organized as follows: after a short introduction provided in section 1, section 2 briefly presents a 

review of the literature and international approaches to dealing with this compromise and the third section 

describes an empirical research study in order to determine whether asset prices are useful indicators for 

determining future inflation rates  but also in order to analyze the tensions in the interbank market during the last 

five years. For this purpose we used an exponential regression model which we have transformed into a multiple 

linear regression model and a GARCH (1,1) model having the main variable of interest the spread between 

Euribor and Eonia-swap. The last section highlights   the main conclusions derived from this analysis. 

 

2. A  review of the international literature on price stability and financial stability 
 

Although from their very beginnings, central banks have pursued the same goals, mainly price stability 

and financial stability, their role in achieving these goals has varied. There have been three main epochs in which 

the interpretations of the role of central banks had become stable: The Victorian age (1840-1914), the decades of 

government control (1930-1960) and the triumph of the markets (1980-2007). Each epoch was followed by a 

confused period in search of a new consensus model. The last one ended with a crisis that has shown that 
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macroeconomic stability, the Great Moderation and the efficient markets could not guarantee financial stability 

(Goodhart, 2010). Before the current crisis there was a consensus among central banks that inflation is the main 

source of financial instability.  

In the second half of the 1980s, in response to the high inflation in the last two decades, central banks 

have given special attention to achieving low and stable inflation. In most countries, price stability was achieved 

relatively quickly - in advanced economies by the early 1990s, in emerging and developing ones in the second 

half of the 1990s (Frait, 2011). However, the successful fight against inflation and reducing macroeconomic 

volatilities - known as the "Great Moderation" could not prevent severe instabilities in the financial system 

(Jordan, 2010). Before the current crisis the orthodoxy of central banks consisted of a single objective, price 

stability and a single instrument the short-term interest rate (Subbarao, 2012). One of the most powerful forces 

that shook the flexible inflation targeting framework was the financial tsunami effect (Frait, 2011). Thus, the 

obvious benefits of the "Great moderates" combined with low real interest rates, financial innovations and capital 

market liberalization, have substantially increased the potential for credit-creation. This, together a low risk 

perception have stimulated a rapid rise in asset prices that led to excesses and imbalances in certain markets. 

Through contagion effects, the bursting of a credit bubble or asset prices may lead to the collapse of the global 

financial system in a very short period of time. Taking into account the interaction with the real economy, this 

has serious implications for the global economy and raises questions about the future role of central banks 

(Jordan, 2010). 

 There are fundamental reasons for including asset prices in the decision-making process of central 

banks. When a boom in commodity prices is accompanied by booms in asset prices, as it happened during the 

recent crisis, central banks face a worsened trade-off between price stability and financial stability than under the 

context of typical supply shocks. Keeping inflation under control leads to deeper business cycles and there is a 

risk of precipitating a strong and prolonged contraction in economic activity and the risk of deflation. On the 

other hand, financial imbalances and the lack of access to credit make demand more sensitive to interest rates, 

which means that inflation can be stabilized with smaller changes in monetary policy rate (Batini, 2010). Smet 

(1997) states that if asset prices are determined by basic principles, through transmission, mechanisms  they 

provide relevant information about future inflation and growth and it may be useful to include them in the 

reaction function in order to "restore the optimal price" and the growth rate of GDP. Borio, Kennedy and Prowse 

(1994), Shiratsuka (1999), Stock and Watson (2000) and Filardo (2000) state that aggregate price indexes of 

individual asset prices are not reliable indicators for inflation and output growth. They could find a predictive 

capacity, but "the power and regularity of the relationship raises many questions" (Borio et al. 1994). We note 

that large asset price cycles are accompanied by an extensive global liquidity. The economists at the Bank for 

International Settlements argued that a coincidence of low consumer price inflation and a high rate of asset price 

inflation is not random. They have called this "the paradox of the credibility of central banks" (Trichet, 2005). 

The more successful is a central bank with price stability the more likely this will jeopardize financial stability. 

During the crisis, central banks have eased monetary policy (reducing interest rates, quantitative easing) to 

support the financial system, but when economic recovery started there has been a rapid return of inflation 

(Subbarao, 2012). 

 

3. Empirical research: data analysis, developing models and interpretation of results 
 

3.1 Exponential regression model 
 

Any consumer price index covers only a segment of the economy prices and therefore asset prices such 

as real estate prices, equity prices, the prices of main commodities such as gold and oil are excluded by 

definition. However, asset prices reflect market expectations about future inflation. Some assets are positively 

correlated with inflation, show large variations in yields and, if we add them to a portfolio of stocks or bonds, it 

will lead to an increase in overall volatility (Kibble & Prentice, 2010). 

In order to determine whether asset prices are useful indicators in determining future inflation rates we 

estimated for the euro area, a multiple regression equation using an exponential model, the method of least 

squares and considering quarterly data of inflation (HICP, 2005 = 100), data for the Euro overnight interest rate, 

Eonia, the prices of main commodities such as gold and oil as well as the experimental house price indices for the 

euro area in the period 2005:4-2011:3. To estimate the model we used Eviews program. The estimated results are 

presented in appendix. The model is illustrated by the following formula: 

 
)1(*)1(*)1(**)1(*  hpioilgoldeoniaHICPHICP                                                                                   (1) 
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(2) 

 

 Considering the high value of the coefficient of determination R
2

 (96.81%), the lack of serial 

correlation, heteroskedasticity, the residuals being normally distributed, the conditions for the validity of the 

econometric model are fulfilled. At the 5%, significance level, except for the coefficient of gold, the obtained 

coefficients were significant which means that both oil prices and real estate prices can be used in determining 

future inflation rates. As the coefficient of the interest rate is negative, while other significant coefficients are 

positive, it argues that the interest rate contributes to lower inflation while real estate prices and oil prices give a 

positive impulse to inflation rates. Therefore, moving the objective of monetary policy to an inflation index that 

includes both consumer prices and asset prices that have a significant impact on financial stability is both a 

necessity and a compromise between price stability and financial stability. For example, in the years before the 

recent financial crisis, the ECB's monetary policy strategy, to target an inflation rate below but close to 2% over 

the medium term, was successful to ensure macroeconomic stability and balanced growth, despite the supply-side 

shocks and those of monetary policy transmission mechanism (Fahr et al. 2011). However, the situation in market 

liquidity remained extremely tense, and this led to distortions in asset prices, in cross-border capital flows of and 

thus to the burst of new bubbles. 

For the "euro area periphery" with higher growth rates and inflation rates, targeting a level of 2% led to 

a bubble in asset prices. The reason for developing this bubble was that real interest rates, after deducting 

inflation was near zero or even negative in three member states: Spain, Greece and Ireland. To demonstrate this, 

we estimated Taylor rule for the Eurozone countries and compared it with the ECB's monetary policy rate. The 

results are presented in appendix.  Such asset price shocks have compromised the ability of central banks to 

achieve their targets, partly by losing control over the economy and partly by losing the ability to anchor inflation 

expectations (De La Dehesa, 2011). A lesson from the current crisis is that an excessive focus on short-term 

inflation developments can exacerbate the boom behavior determined by the expectations for productivity and 

therefore it requires the orientation of monetary policy strategy on medium term and its focus on the analysis of 

various inflationary sources and their economic implications (Fahr et al. 2011). Given that almost every bubble in 

asset prices was accompanied by strong growth in money and credit, asset price growth and liquidity excess 

require vigilance. The collapse of financial intermediation in late 2008 forced the need to extend the mandate of 

the ECB to alternative monetary policy tools as a lender of last resort. 

 

3.2 GARCH (1.1) model 
 

The liquidity squeeze during the ongoing financial crisis made the interbank market which is the main 

channel for implementing monetary policy cease to function due to increased liquidity risk. 

In order to analyze the tensions in the interbank money market for the euro area we used a GARCH (1,1) 

model  for the sample period 08.01.2006-13.03.2012, with the main variable of interest the spread between 3-

month Euribor - Eonia swap. The detailed results are presented in appendix. We chose this spread as an indicator 

of the perceived credit risk and liquidity risk in interbank money market and this maturity because interest, 

mortgages and bonds payments are made at this time. 

For the main equation, we estimated the spread on the following variables: Eurepo-Eoniaswap spread as 

leading indicator of market liquidity risk in the euro area, the spread between the ECB monetary policy interest 

rate and Eoniaswap. In order to analyze risk aversion we introduced in the variance equation the VIX index as a 

measure of the implied volatility of S&P 500 index option and the exchange rate EUR/USD as an indicator of 

market confidence in the monetary union and the policy of the ECB. The model is illustrated by the following 

formula: 

 

D_EURIBOREONIASWP = C(1) + C(2)*D_EUREPOEONIASWP + (3)*D_MBREONIASWP                      (3) 

GARCH = C(4) + C(5)*RESID(-1)^2 + C(6)*GARCH(-1) + C(7)*R_VIX + C(8)*EURUSD                            (4) 

 

For a 5% significance level, the coefficients of the considered variables are significant, except for the 

exchange rate EUR / USD. The daily data were stationarised by applying the first-difference, and for the VIX 

index we used the percentage change from the previous day. Interpreting the results, we observe that in the first 

255 days, until the outbreak of financial crisis in August 2007, the Euribor –Eoniaswap spread showed a low 

volatility. In normal times, the ECB managed to maintain the minimum bid rate (MBR) very close to the 
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overnight interest rate (EONIA) and to ensure a good functioning of the monetary policy transmission 

mechanism in the interbank market.  

After august 2007, which marked the intervention of central banks to provide liquidity to the banking 

system, there was an increase in volatility of the spread. The increase was maintained for 128 days and it was 

followed by a brief decrease. The volatility reduction was disrupted after only 90 days when the spread between 

the ECB key interest rate and EONIA swap which was usually negative, showed significant positive values due 

to the increase of the MBR by the ECB. After Lehman Brothers collapse in September 15th 2008, these spreads 

rose again, this time led by counterparty risk and credit risk for fear of default of other banks. 

The major problem was that the ECB has lost control of the spread between MBR and Eoniaswap, 

which in normal times, was very low allowing credit institutions to have normal liquidity conditions. Thus, the 

transmission mechanism of monetary policy has been damaged by the high volatility in the interbank money 

markets. Therefore, at the end of September 2008 (observation 554) the interbank market volatility peaked. 

During the liquidity crisis, the ECB was ready to increase liquidity until a surplus of liquidity, which caused the 

EONIA rate to fall very much below the monetary policy rate, aspects that have contributed to an increase of the 

volatility of the Euribor -Eonia swap spread after Lehman Brothers collapse. Later, as the counterparty risk 

added, the ECB was able to accept a wide variety of assets as collateral for the main refinancing operations 

independently of their evaluation or even without it and brought the confidence back to the market. The volatility 

of the Euribor-Eoniaswap decreased from mid-July 2009 (observation 750) and it was maintained throughout a 

year. From July 2010 (observation 1006) the tensions in money market intensified again. 

 

4. Conclusions 
 

Therefore, the current financial crisis has increased risk aversion and hence led to excess demand for 

safe assets. The stable growth and low inflation of the last two decades could not prevent large imbalances in the 

financial system. The last financial crisis has significantly changed the outlook on the relationship between 

monetary policy, asset prices and financial stability and it requires a new approach in the conduct of monetary 

policy. In the years before the current financial crisis, targeting an inflation below but close to 2%, has been 

successful for macroeconomic stability, but the liquidity situation in money markets remained very tense and 

therefore distortions occurred in asset prices and subsequently compromised the ability of central banks to 

achieve their goal. As we have shown using Taylor's rule, a 2% inflation target led to a bubble in asset prices 

because real interest rates in some Member States have been close to zero or even negative. 

Therefore, moving the objective of monetary policy to an index that includes both consumer prices and 

asset prices that have a significant impact on financial stability is both a necessity and a compromise between 

price stability and financial stability. Thus, in order to determine whether asset prices are useful indicators for this 

purpose, we used an exponential regression model which we have transformed into a multiple linear regression 

model. The endogenous variable is the current inflation rate and the exogenous variables are: the previous 

inflation rate, previous gold, oil and real estate prices in the euro zone, and the current overnight interest rate 

Eonia. 

The estimated results show that the interest rate leads to a decrease in the inflation rate, while oil and 

real estate prices give a positive impulse. Given that almost every bubble in asset prices was accompanied by 

strong growth in money and credit, the increase in asset price and liquidity excesses require vigilance because 

they have damaged the transmission mechanism of monetary policy by increasing the tensions in the interbank 

money market. In order to analyse the tensions in the interbank money market, we used a GARCH (1,1) model, 

studying mainly the volatility of the 3 months Euribor-Eoniaswap spread. We concluded that, before the crisis, 

this spread had a low volatility. But the intervention of central banks by injecting liquidity into the banking 

system led to a considerable increase in its volatility. Another explanation for the evolution of this phenomenon is 

due to the loss of control by the ECB on the MBR and Eoniaswap spread. 

There are three main reasons why central banks have an important role in financial stability policy: i) 

financial instability has an adverse impact on the macroeconomic environment; ii) central banks are the ultimate 

source of liquidity for the economy; iii) the performance of their policy monetary ensure a macroeconomic focus 

and understanding of financial markets necessary for the performance of macro-prudential functions. It is 

necessary to define clear and realistic objectives on financial stability and a better assessment of possible 

instruments. A common view argues that a central bank must occasionally compromise its objective of price 

stability when financial stability is threatened. Monetary policy is not just a matter of effective control of 

overnight interest rates, but rather a matter of managing market expectations. Therefore, communication, central 

bank transparency, independence and responsibility are also essential to increase the efficiency of monetary 

policy and to ensure financial stability. 
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Appendix: Data in Detail 
 

1. Exponential regression model 
Table no. 1 -  Empirical Estimation Results 
Dependent Variable: L_HICP   

Method: Least Squares   

Date: 04/19/12   Time: 22:48   

Sample (adjusted): 2006Q1 2011Q3  

Included observations: 23 after adjustments  

L_HICP=C(1)+C(2)*EONIA*L_HICP(-1)+C(3)*GOLD(-1)*L_HICP(-1)+C(4) 

        *OIL(-1)*L_HICP(-1)+C(5)*HPI(-1)*L_HICP(-1) 

     
      Coefficient Std. Error t-Statistic Prob.   

     
     C(1) 4.552558 0.476194 9.560299 0.0000 

C(2) -0.002014 0.000430 -4.678003 0.0002 

C(3) -0.000194 0.000181 -1.072629 0.2976 

C(4) 0.000189 3.27E-05 5.786880 0.0000 

C(5) 0.000802 0.000367 2.183734 0.0425 

     
     R-squared 0.968094     Mean dependent var 4.674472 

Adjusted R-squared 0.961003     S.D. dependent var 0.032204 

S.E. of regression 0.006359     Akaike info criterion -7.088085 

Sum squared resid 0.000728     Schwarz criterion -6.841238 

Log likelihood 86.51298     Hannan-Quinn criter. -7.026004 

F-statistic 136.5379     Durbin-Watson stat 1.674859 

Prob(F-statistic) 0.000000    

     
     
Source: authors’ estimation 

 
Table no. 2 - Testing autocorrelation 
Breusch-Godfrey Serial Correlation LM Test:  

     
     F-statistic 0.200234     Prob. F(2,16) 0.8206 

Obs*R-squared 0.561616     Prob. Chi-Square(2) 0.7552 

     
     Test Equation:    

Dependent Variable: RESID   

Method: Least Squares   

Date: 05/03/12   Time: 08:13   

Sample: 2006Q1 2011Q3   

Included observations: 23   

Presample missing value lagged residuals set to zero. 

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     C(1) -0.035607 0.536095 -0.066419 0.9479 

C(2) -3.07E-05 0.000499 -0.061484 0.9517 

C(3) 1.32E-05 0.000203 0.064742 0.9492 

C(4) -3.01E-06 4.04E-05 -0.074415 0.9416 

C(5) 2.89E-05 0.000416 0.069411 0.9455 

RESID(-1) 0.149585 0.283488 0.527659 0.6050 

RESID(-2) -0.081153 0.304847 -0.266208 0.7935 

     
     R-squared 0.024418     Mean dependent var 4.25E-16 

Adjusted R-squared -0.341425     S.D. dependent var 0.005752 

S.E. of regression 0.006662     Akaike info criterion -6.938893 

Sum squared resid 0.000710     Schwarz criterion -6.593308 
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Log likelihood 86.79727     Hannan-Quinn criter. -6.851979 

F-statistic 0.066745     Durbin-Watson stat 1.999785 

Prob(F-statistic) 0.998464    

     
Source: authors’ estimation 

 

Table no. 3 - Testing for heteroskedasticity 
Heteroskedasticity Test: Breusch-Pagan-Godfrey 

     
     F-statistic 0.280960     Prob. F(5,17) 0.9172 

Obs*R-squared 1.755540     Prob. Chi-Square(5) 0.8818 

Scaled explained SS 0.846166     Prob. Chi-Square(5) 0.9740 

     
     Test Equation:    

Dependent Variable: RESID^2   

Method: Least Squares   

Date: 05/03/12   Time: 08:15   

Sample: 2006Q1 2011Q3   

Included observations: 23   

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     C -0.005669 0.008699 -0.651665 0.5233 

EONIA -1.21E-06 2.68E-05 -0.044961 0.9647 

L_HICP(-1) 0.000809 0.001673 0.483699 0.6348 

GOLD(-1) 3.28E-06 5.88E-06 0.557119 0.5847 

OIL(-1) -8.65E-07 1.66E-06 -0.522607 0.6080 

HPI(-1) 7.34E-06 1.64E-05 0.448388 0.6595 

     
     R-squared 0.076328     Mean dependent var 3.17E-05 

Adjusted R-squared -0.195340     S.D. dependent var 4.06E-05 

S.E. of regression 4.44E-05     Akaike info criterion -16.98770 

Sum squared resid 3.35E-08     Schwarz criterion -16.69148 

Log likelihood 201.3585     Hannan-Quinn criter. -16.91320 

F-statistic 0.280960     Durbin-Watson stat 2.319965 

Prob(F-statistic) 0.917151    

     
     

Source: authors’ estimation 
 

Graph no. 1 - Estimated interest rates according to the Taylor rule for some Member States of the 
Eurozone 

Estimated interest rate according to Taylor rule
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Source: authors’ estimation 

2. Garch(1,1) model 
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Table no. 4 - Estimated results 
Dependent Variable: D_EURIBOREONIASWP  

Method: ML - ARCH (Marquardt) - Normal distribution 

Date: 05/03/12   Time: 08:31   

Sample (adjusted): 2 1441   

Included observations: 1440 after adjustments  

Convergence achieved after 21 iterations  

Bollerslev-Wooldridge robust standard errors & covariance 

Presample variance: backcast (parameter = 0.7) 

GARCH = C(4) + C(5)*RESID(-1)^2 + C(6)*GARCH(-1) + C(7)*R_VIX + C(8) 

        *EURUSD   

     
     Variable Coefficient Std. Error z-Statistic Prob.   

     
     C -0.004434 0.025411 -0.174490 0.8615 

D_EUREPOEONIASWP 0.627334 0.061399 10.21731 0.0000 

D_MBREONIASWP 0.187783 0.026441 7.101935 0.0000 

     
      Variance Equation   

     
     C 0.574694 0.391617 1.467490 0.1422 

RESID(-1)^2 0.367699 0.107935 3.406656 0.0007 

GARCH(-1) 0.579180 0.063156 9.170691 0.0000 

R_VIX -0.016519 4.28E-07 -38574.16 0.0000 

EURUSD -0.133736 0.291980 -0.458030 0.6469 

     
     R-squared 0.316486     Mean dependent var 0.032083 

Adjusted R-squared 0.315535     S.D. dependent var 2.476917 

S.E. of regression 2.049214     Akaike info criterion 3.591922 

Sum squared resid 6034.361     Schwarz criterion 3.621213 

Log likelihood -2578.184     Hannan-Quinn criter. 3.602856 

Durbin-Watson stat 1.466060    

     
Source: authors’ estimation 

 
Graph no. 2 - The volatility of Euribor-Eonia swap spread measured by conditional standard deviation 
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Source: authors’ estimation 

 
 
 

Graph no. 3 - The volatility of Euribor-Eonia swap spread measured by conditional variance 
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Table no. 5 - Correlogram of squared residuals 
Date: 05/03/12   Time: 08:36    

Sample: 2 1441      

Included observations: 1440     

       
       Autocorrelation Partial Correlation  AC   PAC  Q-Stat  Prob 

       
               |      |         |      | 1 -0.003 -0.003 0.0091 0.924 

        |      |         |      | 2 0.023 0.023 0.7598 0.684 

        |      |         |      | 3 0.006 0.007 0.8194 0.845 

        |      |         |      | 4 -0.016 -0.016 1.1851 0.881 

        |      |         |      | 5 0.013 0.013 1.4299 0.921 

        |      |         |      | 6 0.012 0.013 1.6363 0.950 

        |      |         |      | 7 -0.011 -0.012 1.8236 0.969 

        |      |         |      | 8 -0.013 -0.014 2.0691 0.979 

        |      |         |      | 9 0.004 0.005 2.0954 0.990 

        |      |         |      | 10 0.009 0.010 2.2117 0.994 

        |      |         |      | 11 0.031 0.030 3.5995 0.980 

        |      |         |      | 12 0.006 0.005 3.6494 0.989 

        |      |         |      | 13 -0.004 -0.005 3.6771 0.994 

        |      |         |      | 14 -0.024 -0.024 4.4815 0.992 

        |      |         |      | 15 0.015 0.015 4.8097 0.994 

        |      |         |      | 16 -0.006 -0.006 4.8617 0.996 

        |      |         |      | 17 0.009 0.008 4.9764 0.998 

        |*     |         |*     | 18 0.098 0.099 19.089 0.386 

        |      |         |      | 19 0.012 0.015 19.303 0.438 

        |      |         |      | 20 0.017 0.012 19.715 0.476 

        |      |         |      | 21 0.032 0.030 21.254 0.444 

        |      |         |      | 22 -0.011 -0.010 21.424 0.495 

        |      |         |      | 23 -0.005 -0.009 21.458 0.553 

        |      |         |      | 24 0.004 0.002 21.478 0.610 

        |      |         |      | 25 0.010 0.015 21.630 0.657 

        |      |         |      | 26 0.039 0.041 23.877 0.583 

        |      |         |      | 27 -0.002 -0.003 23.884 0.637 

        |      |         |      | 28 -0.008 -0.011 23.974 0.683 

        |      |         |      | 29 0.009 0.004 24.106 0.724 

        |      |         |      | 30 0.042 0.041 26.735 0.637 

        |      |         |      | 31 0.004 0.003 26.763 0.684 

        |      |         |      | 32 0.011 0.011 26.947 0.720 

        |      |         |      | 33 0.001 0.001 26.948 0.762 
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        |      |         |      | 34 0.025 0.030 27.886 0.761 

        |      |         |      | 35 0.021 0.018 28.510 0.773 

        |      |         |      | 36 0.016 0.002 28.892 0.794 

       
       

Source: authors’ estimation 

 
Table no. 6 - Testing for heteroskedasticity 
Heteroskedasticity Test: ARCH   

     
     F-statistic 0.009066     Prob. F(1,1437) 0.9242 

Obs*R-squared 0.009079     Prob. Chi-Square(1) 0.9241 

     
          

Test Equation:    

Dependent Variable: WGT_RESID^2  

Method: Least Squares   

Date: 05/04/12   Time: 12:56   

Sample (adjusted): 3 1441   

Included observations: 1439 after adjustments  

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     C 0.935323 0.089349 10.46824 0.0000 

WGT_RESID^2(-1) -0.002512 0.026379 -0.095217 0.9242 

     
     R-squared 0.000006     Mean dependent var 0.932980 

Adjusted R-squared -0.000690     S.D. dependent var 3.257198 

S.E. of regression 3.258321     Akaike info criterion 5.201690 

Sum squared resid 15256.13     Schwarz criterion 5.209017 

Log likelihood -3740.616     Hannan-Quinn criter. 5.204425 

F-statistic 0.009066     Durbin-Watson stat 1.999920 

Prob(F-statistic) 0.924156    

     
     

Source: authors’ estimation 
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