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Seasonality

• Most of the data base offers its data for 
frequencies different to year. Then, we can 
employ quarterly or monthly data.

• This has the apparent advantage of 
increasing the sample. But this is not 
exactly true.

• Even worse, the use of this data implies 
the appearance of a new component: 
Seasonality. 



Seasonality

• It is not always so easy to handle.
• Some people prefer to remove it by 

filtering the data. 
• However, this implies that we are not 

working with raw data. Rather, we use 
transformed data with may not be can 
inappropriate version of the original ones. 

• Thus, if we leave this component in the 
variable, it should be modelled as the rest.



Types of Seasonal Models
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Testing for seasonal unit root

• Trends can also appear in seasonal 
variables.

• They can be deterministic or stochastic.
• The existence of unit roots is not so direct, 

given that they can appear in different 
frequencies. 

• Thus, it is no easy handle with seasonal 
unit roots, once again.



Deterministic trends
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HEGY test

• Hylleberg, Engle, Granger and Yoo (1990) 
proposes a method for testing for unit 
roots in seasonal variables.

• It takes into account the decomposition of 
the (1-L4) polynomial.

• It is commonly referred to as the HEGY 
test
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• If 1=0, then we have an unit root in the 
non-seasonal frequency. 

• If 2=0, then we have an unit root at the 
seasonal frequency.

• If 3=4=0, then we have unit roots at the 
 seasonal frequency.



HEGY test


