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1. Introduction to main
improvements -      
OxMetrics™ 5.1
by Jurgen A. Doornik

There are two aspects to the release of
OxMetrics 5.1. For existing users of OxMetrics
5.0, it is mainly a bug-fix upgrade. On the other
hand, there is a range of new platforms that is
now supported, which may be of interest to
current as well as new users.

1.1 Upgrade
Each program in the OxMetrics family, the
OxMetrics front-end, Ox, G@RCH, PcGive and
STAMP has a few bugs fixed, and some minor
improvements. 
The main fix in the OxMetrics front-end is that
.emf files for graphics work again. A welcome
improvement is that we found a way around the
annoying ActiveX warning that Internet Explorer
gave when opening the help system. One further
change that is immediately visible is that Ox files
are now loaded with line numbers shown by
default (this is an extension to both OxMetrics
and OxEdit). 
In addition to a couple of bug-fixes in G@RCH,
there is now support for the DECO (Dynamic
EquiCOrrelation) model (but not yet documented)
and several new tests have been added to the
descriptive statistics.
The fixes in STAMP are mainly related to Batch
use and models with time-varying coefficients.
The fixes in PcGive relate to giving misleading
names to combined dummies generated by
Autometrics, and generated Ox code: the GARCH
code would not run and observations withheld
for forecasting were not allowed for. PcNaive
can now use the PcGive-based code (instead of
the PcFiml class), and has some limited
possibility to run Autometrics based model
selection experiments.
More detailed information on the changes can
be found in the help systems of the programs.

1.2 New Platforms
Whereas OxMetrics 5.0 was only available on
one platform, the new version is available for no
less than 5 different platforms: 
• Windows Vista, Windows XP, Windows 2000

The 32-bit platforms that were already
supported by OxMetrics 5.0 and earlier.

• Windows Vista 64-bit, Windows XP x64
All executables in this version are 64-bit, 
allowing for larger memory use. The 32-bit 
version can also be used here, but would not 
allow for full use of available memory -
Help/About OxMetrics will show ‘64-bit 
edition’ when running the 64-bit version.

• OS X
Development has focussed on OS X Leopard
(the current version 10.5) on Intel-based
computers, but Tiger (OS X version 10.4) is also
supported on Intel Macs. (The programs
should also run on older Power PC Macs 
running 10.4 or 10.5, but we have not yet been 
able to test this.) OxMetrics for the Mac has 
the OS X look-and-feel, while maintaining all
the functionality of the Windows version.

• Linux 32-bit
On Intel and AMD (i386, i686) processors.   

• Linux 64-bit
On Intel and AMD (x86_64) 64-bit processors.   

The exception is X12ARIMA, which is currently
only supported on Windows. 

1.3 Ox Console 5.1
Ox Console 5.1 is now available for OS X and
Linux. These installations include OxEdit,
bringing it in line with the Windows version.
There is no 64-bit Windows version of Ox
Console.

1.4 OS X examples
The following screen captures show
econometric modelling using PcGive on 
OS X 10.5:

Part of the graphical output is shown in the
following section of the OxMetrics front-end (as
in all OS X applications, the menu bar is at the
top of the screen and not shown here):

1.5 Linux examples
Shortcuts to OxMetrics and OxEdit are added
under Education as well as Programming, as
shown here under GNOME (on 64-bit Fedora):

This is what (a part of) OxMetrics looks like:
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OxMetrics news
Fitting the term-structure in STAMP 8.10
by Siem Jan Koopman

1 Introducting STAMP 8.10
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SsfPack of state space time series
analysis using OxMetrics
by Siem Jan Koopman

1 Introducting SsfPack 3 

The local level example

3



1950 1960 1970 1980 1990 2000

5

0

5

10

15

20
Quarterly U.S. inflation Filtered estimate +/ 2SE 

Decomposing US inflation using state space methods

1990 1995 2000 2005 2010

2

0

2

4

6

8

10 Quarterly U.S. inflation Forecast +/ 2SE 

Forecasting US inflation

Synopsis

4



2.   G@ARCH™  5.1
by Sebastien Laurent

2.1 What is new in G@ARCH™ 5.1
G@RCH 5.1 is not only a bug-fix upgrade but
includes new tests, a new model and several
new example files. Importantly, G@RCH is now
available on a range of new platforms.

• The Mac OSX and Linux versions of G@RCH 
5.1 are now available.

•The DECO (Dynamic EquiCOrrelation) model 
of Engle and Kelly (2007) has been added to 
MG@RCH (but is not yet documented). This 
model is designed to allow the estimation 
MGARCH model on a very large number of 
series (the authors estimate a DECO model 
on 484 US stocks). As an example, the 
conditional equicorrelation of 30 Asian stocks 
is plotted in the next figure. Part of the output 
of the DECO model is also reported below.

** MG@RCH( 1) SPECIFICATIONS **

Conditional Variance : Dynamic Equicorrelation
Multivariate Normal distribution.

Strong convergence using numerical
derivatives
Log-likelihood = -88993.2
Please wait : Computing the Std Errors ...

Robust Standard Errors (Sandwich formula)
Coefficient t-prob

rho 0.064185 0.7149
alpha 0.056583 0.0081
beta 0.943407  0.0000
No. Observations : 1391
No. Series      : 30

We see that while the unconditional
equicorrelation is not significantly different from
zero there is evidence of dynamics and strong
persistence of a  shock on the equicorrelation.

• Several tests have been added to the menu 
’Descriptive Statistics’, i.e. the Variance Ratio
test of Lo and MacKinlay (1988), the Runs test 
originally used by Fama (1965) and the Rescaled
Range Tests of Mandelbrot (1972) and Lo (1991).
The html documentation now includes a 
comprehensive Monte Carlo study of the size 
and power of these tests. The Ox codes used
for these simulations is available in the folder
packages/Garch5/samples/

• Bug fixed (thanks to Stefan De Wachter): Time-
axis did not show the right time period when
selecting a subsample. The time-axis started 
from the beginning of the dataset, regardless of
what the selected estimation sample was.

• Problem fixed: annoying Internet Explorer 7
warning about running ActiveX controls when
running the OxMetrics help.

•Thanks to Robert A. Yaffee, failure rates for
short positions in the output of the Kupiec LR 
test are now labelled success rates.

•Thanks to Christian Conrad, non-negativity 
conditions for FIGARCH and HYGARCH models 
are implemented (or imposed during the 
estimation) for a FIGARCH and HYGARCH 
(see Conrad and Haag, 2006 and Conrad, 2007).

• Bug fixed: Explanatory variables in the intraday
seasonality FFF   filter, i.e. procedure FFF filter(), 
were not taken into account. The example file
FFF.ox has been extended and can now 

be run using the simulated dataset 
FX USD 1990 1994.in7.
Furthermore, the normalizing constant   
has been changed. Indeed, the analytic 
solution for a sum of squares of integers 

which leads the value  
and not         
as in Andersen and Bollerslev (1997) when
computing the mean  instead of the sum.

• New function in MG@RCH: GetParEst(). The
version without argument returns a
matrix with respectively the estimated 
parameters,  standard errors and t-statistics.
The example  with one argument equal to 1, i.e. 
Get-ParEst (1) returns the names of the
estimated parameters and the 
matrix explained above. An example is 
provided in the file 
MGarchEstim GetParEst.ox.

2.2 Work in progress 
The recent widespread availability of databases
providing the intradaily prices of financial assets
(stocks, stock indexes, bonds, currencies, . . . )
has led to new developments in applied
econometrics and quantitative finance to model
daily and intradaily volatility.

Realized volatility (RV), computed as the sum of
squared intraday returns, has now become the
most commonly used measure of ex-post
volatility to judge the quality of the GARCH
forecasts (see Andersen and Bollerslev, 1998). It
is also used as endogenous variable in a time
series model to directly forecast future values of
the volatility. Several authors have studied the
properties of the RV and have shown that under
some suitable assumptions it is a consistent
estimate of the quadratic variation and of the
integrated volatility in the absence of jumps. In
the presence of jumps some alternative
measures are needed to consistently estimate
the smooth (or continuous) part of the volatility
(the most widespread one is the so-called bi-
power variation of Barndorff-Nielsen and
Shephard, 2004). Several methods (tests) have
been proposed in the literature to quantify theses
jumps at a daily and even intradaily level.

G@RCH 5.0 already contained a set of
procedures devoted to the computation of these
nonparametric estimates of the volatility and to
identify jumps. The novelty in the next release of
G@RCH will be the creation of a new module
called RE@LIZED entirely focused on the most
recent theoretical developments in the field of
realized volatility. An alternative to the bi-power
variation and to the Lee and Mykland test for
jumps will be available. Finally, extensions of
theses concepts in a multivariate framework will
also be available.

Several examples will be provided to simulate
continuous-time diffusion models and to
calculate different non-parametric estimates of
the volatility based on intraday-data. Like the
other modules in G@RCH, RE@LIZED will have a
menu-driven application and a class so that an
Ox program that imports the Realized class can
be written to load the data, compute the relevant
estimates, make some graphs, etc.
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Conference in Japan
Inernational Conference on
Econometrics and the
World Economy 
Call for Papers
The Center for Advanced Economic
Study (CAES)
Fukuoka University, Fukuoka, Japan
The newly established research institute, the
Center for Advanced Economic Study (CAES) at
Fukuoka University, is hosting an international
conference on econometrics and the world
economy. The conference will take place at
Fukuoka University on 23rd and 24th March 2009.
The objective of the conference is to provide a
forum for the presentation and discussion of
research papers in the fields of econometrics
and the world economy. The conference
welcomes both theoretical and applied
contributions.

The keynote speakers will be:
Dr Shaohua Chen
(Senior Statistician, Senior Information Officer,
World Bank)
Dr Jurgen A. Doornik 
(Research Fellow in Economics, University of
Oxford)
Prof. David F. Hendry
(Professor of Economics, University of Oxford)
Prof. Charles Y. Horioka
(Professor of Economics, Osaka University)
Prof. Siem Jan Koopman
(Professor of Econometrics, Vrije Universiteit
Amsterdam)
Prof. Shi Li
(Professor of Economics, Director of Income and
Inequality and Poverty Research Centre, Beijing
Normal University)

Submission of Abstracts/Full Papers
Please submit an abstract (up to 200 words) on
any topic that contributes to the conference
themes to the following email address:
icewe@econ.fukuoka-u.ac.jp 
The closing date for submission of abstracts is
31st October 2008. The deadline for submission
of full papers (in PDF format) is 15th December
2008. If you have any queries, please email:
icewe-queries@econ.fukuoka-u.ac.jp
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OTHER OFFICES & AGENCIES: Brazil, Japan, Poland, Portugal, Spain, and U.S.A.

6th OxMetricsTM User
Conference
17 - 18 Sept 2008 - Agenda
(subject to minor changes)
Cass Business School , 106 Bunhill Row, London ,
EC1Y 8TZ (U.K.) 

Wednesday, 17 September 2008

Session 1: JUMPS AND COBREAKING
Chairperson: Lorenzo Trapani

• A modified Lee-Mykland test for jumps in the
presence of seasonality  
Sebastien Laurent (CeReFiM, University of Namur and
CORE, Belgium)
(with Kris Boudt and Christophe Croux). 
• Jumps in the US Treasury Market: An Empirical
Comparison between Alternative Tests to Detect
Jumps. 
Ana-Maria Dumitri ( University of Bergamo , Italy and
Centre for Econometric Analysis, Cass Business School
London , U.K.)
• Co-breaking, Cointegration, and Weak Exogeneity:
Modelling Aggregate Consumption in Japan 
Takamitsu Kurita (Faculty of Economics, Fukuoka
University , Japan)

Session 2: IMPULSE SATURATION
Chairperson: Sebastien Laurent

• An Automatic Test of Super Exogeneity
David F. Hendry (Economics Department, Oxford
University , UK)
(with Carlos Santos)
• Further Applications of Econometric Modelling With
More Variables Than Observations
Jurgen Doornik (Economics Department, Oxford
University , UK)
• Impulse Saturation and the Choice of an Estimation
Window for Forecasting
Hildegart A. Ahumada (Di Tella University , Buenos
Aires , Argentina )

Session 3: FORECASTING AND ENERGY
MARKETS
Chairperson: Jurgen Doornik
• Prediction and Forecasting in Linear Autoregressive
Models with Measurement Error
Yorghos Tripodis (Department of Mathematics &
Statistics, University of Massachusetts , USA )( (with J.
P. Buonaccorsi)
• Forecasting Volatility and Value at Risk of United
Kingdom Natural Gas Futures Prices
Robert A. Yaffee ( Silver School of Social Work, New
York University , USA ) et al.
• Oil Markets and VLCC Tanker Market: The West
African-U.S. Gulf of Mexico Market
Fred Joutz (Department of Economics, The George
Washington University , USA ) (with Al Wood)

Session 4: MODELLING THE TERM STRUCTURE
Chairperson: Giovanni Urga
•  Analyzing the Term Structure of Interest Rates using
the Dynamic Nelson-SiegelModel with Time-Varying
Parameters
Siem Jan Koopman (Vrije Universiteit Amsterdam and
the Tinbergen Institute, Netherlands ) (with Max Mallee
and Michel van der Wel)
• Estimation of Factors for Term Structures with
Dependence Clusters
Dennis Philip (Centre for Econometric Analysis, Cass
Business School , London , UK )

Session 5: OXMETRICS DEVELOPMENTS
Chairperson: Lorenzo Trapani

Round Table Discussion with OxMetrics Developers.

Following a 5-10 minute introduction each from Jurgen
Doornik, David Hendry, Siem Jan Koopman, Sebastien
Laurent, and Melvyn Weeks the main aim of the round
table is to provide a forum for an exchange 

CONFERENCE DINNER

Thursday, 18 September 2008

Session 6: COPULAS AND
MICROECONOMETRICS
Chairperson: Siem Jan Koopman

• Dynamic Distributions and Changing Copulas
Andrew Harvey (Faculty of Economics, University of
Cambridge UK)
• Regulation in Oligopolistic Markets with
Differentiated Products: The Demand for New Cars
Melvyn Weeks (Faculty of Economics, University of
Cambridge , UK)

Session 7: GARCH MODELS AND VOLATILTY
Chairperson: Melvyn Weeks

• Optimal Portfolio Allocation using Daily Correlation
Modelling
Charles Bos (Department of Econometrics, Vrije
Universiteit Amsterdam , The Netherlands ) (with
Roman Kraussl)
• Negative Volatility Spillovers in the Unrestricted
ECCC-GARCH Model
Menelaos Karanasos (Department of Economics and
Finance, Brunel University ,
West London , UK ) (with Christian Conrad)
• Outlyingness Weighted Quadratic Covariation
Kris Boudt (Faculty of Business and Economics,
K.U.Leuven , Belgium ) (with Christophe Croux, and
Sebastien Laurent)

Session 8: MIXED
Chairperson: Charles Bos

• Synchronization Across Full and Country-Specific
Business Cycles in the Euro Zone
Carmine Pappalardo (ISAE - Institute for Studies and
Economic Analyses, Rome , Italy)
• Gamma Approximation Cointegration (GAC).
Documentation and User Manual
Havard Hungnes (Research Department, Statistics
Norway , Norway)
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OxMetrics Training and 
Consultancy

Timberlake Consultants Limited has a strong
team of consultants to provide training (public
attendance or onsite) and consultancy projects
requiring the OxMetrics software. The main
language used in the courses is English.
However, we can also provide some of the
courses in other languages, e.g. French, Dutch,
Italian, German, Spanish, Portuguese, Polish
and Japanese.

Advanced Time Series Techniques using
OxMetrics™   (4-day course)
This course aims to provide participants with a
thorough understanding of the methods used to
model time series. This includes ARMA, GARCH,
ARFIMA, Maximum likelihood estimation,
unobserved components, state space, the
Kalman filter, stochastic volatility and signal
extraction and forecasting. It further
demonstrates how this innovative modelling and
forecasting methodology can be implemented in
real-life business, industry and government
situations. Participants are invited to send their
own data in Excel format prior to the start of the
course.

Financial and Econometric Modelling Using
OxMetricsTM     (3-day course)
The course aims to provide delegates with
background on econometric modelling methods
and demonstrate, using financial data, how to
interpret and report the results. Several modules
of OxMetrics are used during this course.

Macroeconometric modelling using PcGive™ –
an advanced course  (2-day course)
The course aims to provide delegates with
background on advanced methods used in
macroeconometric modelling and demonstrate,
using financial data, how to interpret and report
the results.

Programming with Ox   (2-day course)
Object-oriented programming has turned out to
be very useful also for econometric and
statistical applications. Many Ox packages are
successfully built on top of the pre-programmed
classes for model estimation and simulation.
During the first day, the relevant aspects of
object-oriented programming, leading up to the
ability to develop new classes. The second day
focuses on extending Ox using dynamic link
libraries, and developing user-friendly
applications with Ox. 

Measuring and Forecasting Volatility with
OxMetrics™    (2-day course)
This course aims to provide delegates with
background on financial econometric modelling
methods and demonstrate, using financial data,
how to interpret and report the results. The
software G@RCH - the most recent module of
OxMetrics - will be used throughout the course
to demonstrate when and how to model and
interpret GARCH models.

Econometric Modelling with PcGive™ and
Autometrics™ - an intensive course  (2-day course)
The course is an intensive course providing an
overview of the OxMetrics system and the
econometric features of PcGive. Special
attention is given to Autometrics, which
implements automatic model selection. The
objective is to allow the user to make effective
use of the many facilities provided. Some hands-
on experience forms part of the course. No
experience with OxMetrics is required, but a
reasonable level of econometrics will be
assumed.


