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(uniformly)
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(a8 1) OLS2t GLS FH™zko| fetEE 2XZ(Finite sample distributions of the
OLS and GLS estimators)

Bors— By (29) Bers— By (29)
i I

-0.15 -0.10 -0.05 -0.00 0.05 0.10 0.15 -04 -03 -02 -0.1 -00 0.1 0.2 0.3 0.4 0.5

B ops— By (61 B ers— By (6)

8

5

3

2

1

-0.20 -0.15 -0.10 -0.05 -0.00 0.05 0.10 0.15 020 0.25 -0.3 -0.2 -0.1 -0.0 0.1 0.2 0.3
=. o I T H BT 015l HALS. A B st )2~
Fo w4 dde Pito] 003 ERET FAT PAS 2 TETY Axds

Note: Green solid lines are the normal density functions with zero mean and
the same variances as the simulated distributions.
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Yia= Yi-na=a+ 38X~ Xi-1)a) tu,

ol u; & A4 eagE YEa, $ERYS OLS FH 3L o
BE FE7)8Th
BAADE (X oA BRlEE vjxErde] Fg97] A9 R2E=

fl

0.85914 F&3%17] ©1F 0.77=2 dolF e, ole FERge] RVt F
171 o1 0.19914 F§17] o]F 0.292 =oll A% vvlE e 25s
HQITH18) o= &Y Fxhe F897] olF 1 F=rt mohxlARL
F7EAG] ANk FAAQ B2t A 3897 o]F 23]8 Solis
FE UeS ou|gth19) o]F (19 2)9] BHEoR IRISIHH, F4F o
2 2 AAEY e F597] o]t BT MR o frAke dEE
Hola 9], & B3 R*7} FE517 o|F § Eol Ay el
BHS BT AW AWl FAe] BHAME 3897 ol e

Yol sl o]9} 2ol ATt
17) o] W] TSSE AAWS(total sum of squares), ESSE 371" % (estimated
sum of squares), RSS¥ ZHxPA % (residual sum of squares)= &u|gtt},
18) 89171 oA IARYH o|F9] IARFPL vlw 7|Fd Tt AAYHAST
FHsFo] Zexly] Wi AFAQL vwrt Bkttt & = It ARt

O
A APIEE RS )9 Amel thal WA el WEY HYuse 4
BE 5 g WEF) v vgnt ANat Bge vzt 9 el

19) Ael 1R S40 Flud bed Bael Fee. G497 o

0.600014 2697] o|% 0.5402 AZ 3ty AT 4 ot}



186 & gl

A
m

KOSPI= S&P 5009 4% FHE 53] 20129 o|§F &3] wepriA
Fate BEad B, A4 FAMIS 2318 F8917] olxe] o] FHT ¢
FE Aoz Wt HAHE AR R/ AAES FAHN EAS
3] Wttt s7)E o@AIT, (F DA T F e FYER
P} vaHE R o] ke Al W 5 RS Txe 2495 9
e FIE BIov TR 2= vE, FA4 sE8E S
et A2 H ol Hedhs AAT

(E 1) HIXEZED $olE8089| 7|12 R%(R?s of level and return models,

before and after the financial crisis)

20025 ~2007 2010~20154
. B ors (t-value) 0.605 (16.4) 0.536 (21.8)
R? 0.853 0.769
o (t-value) 0.000710 (1.62)  -0.000155 (-0.553)
FolERY B (t-value) 0.604 (16.3) 0.537 (21.8)
R? 0.190 0.293
T HAERYY] Af GLS FHHoR 4% 7, #IERF A5 4ukAel OLS %

om 349 H 242 R A

Note: The R? of the level model is obtained from the GLS estimator, and the
R? of the return model is obtained from the usual OLS estimator.

(adgl 2)

=Z&8%7] % 23 S&P 5002t 21 KOSPI(Logs of S&P 500 and

KOSPI, before and after the financial crisis)

2002d~20074

7.6 4%
,‘\,,4 W 6

74 /! MY

—S&P 500

----KOSPI

Ny
AW

2010A~20156H

A WA Ly TaTA
Woaed L N vl
ggi."w‘r i &

—S&P 500

-=--KOSPI

N

B 20159 12971A)9] 4¥EAE.
Note: Daily log of stock indices from Jan. 2002 to

CEEHV] olde 20029 1€9E 20079 12€7H4], S697] olF= 20109 1€F

Dec. 2007, and from Jan.

2010 to Dec. 2015, respectively, before and after the financial crisis.
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Continuous-time Regression with
Nonstationary Error and the Comovement
of Stock Indices

Minsoo Jeong*

Abstract

We study the asymptotic properties of the continuous-time
regression in the presence of nonstatioinary error. Choi, Hu and
Ogaki (2008) have already well studied the case of (1) processes
in discrete time. However, contrary to (1) processes, there arise a
variety of situations when the model is in continuous time. In
continuous-time regression, we verify that both the OLS (ordinary
least squares) and GLS (generalized least squares) estimators may
or may not achieve the consistency, depending on the property of
the processes. We establish detailed conditions for the consistency
of the estimators in each case. Furthermore, we apply our
regression model to the stock indices of Korea and the US, to show
that the cointegration or return analysis may not fully characterize

the comovement of the stock indices.
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