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Unit root test based on ESTAR process
—Study on Wald statistics

HU Junjuan
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Abstract: The alternative hypothesis of exponential smooth transition autoregressive (ESTAR)
nonlinearity usually assumes that « =0, while the Existing tests of the unit root hypothesis is
against that. However, empirical work indicates that the estimated value of « is always greater
than zero and significant. Hence, the paper relaxes the restriction in the test regression and
investigate the Wald-type test for a unit root process against ESTAR process. The asymptotic
distributions of the test statistic are derived. Results show that the Wald statistic is effective via
Monte Carlo simulation.
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