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Econ 240C



Takehome Project One
Due: 5-14-2009

I. A monthly time series for the Canadian exchange rate, i.e. the price of the US dollar in terms of Canadian dollars, EXCAUS, is available at FRED, http://research.stlouisfed.org/fred/, under the exchange rates heading This series begins in January 1971 and ends in April 2010. It is the averages of daily figures for the noon buying rates in New York City for cable transfers . You can download the data into an EXCEL spreadsheet. . Above the figure in Fred, click on the download data link. Once the data is downloaded into EXCEL you can import into EViews or cut and paste into EViews.
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1. You should try this so that you know at least one way of obtaining time series from FRED. 
2. Identify EXCAUS, prewhiten if necessary, identify further, and specify a model, Estimate the model and verify it. Find your best model. Estimate the model using all but the last twelve months of data, and see how well a forecast of these twelve months fits this twelve months of data.

3. Then estimate your tested model through 2010.04 and use your model to forecast your series for the remaining months of 2010.. Plot this forecast and its confidence interval, along with a plot of the time series.

4. Using your forecast, then forecast EXUSCA for the rest of this year.
5. Are you going to get more or fewer Canadian dollars for your buck if you travel in Canada this summer?


Your report should have an executive summary that indicates to the reader how you 
dealt with the following issues.



1. stationarity



2. identification of the stationary time series



3. validation of the estimated model(s)



4. selection among competing models



5. properties of the residuals of the model(s) used for forecasting



6. your forecast(s)


An Appendix should document the details of these issues.

