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The Johansen Method of Reduced Rank Regression
Unrestricted Vector Autoregressive Model ~ VAR(k)
z,=7,2,_ 1+ AZ12+...+ AKZ1k+£1 (13)

Error Correction Model
Z, 1

z,-z, 1=-z, 14 THAN pbe o 0 4 41
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Ay Error correction terms
P(m) Cointegrating (Coefficient matrix
of cointegrating vector)
Johansen Reduced Rank Regression'
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