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Fig. 1 Histogram of p-value for simulated panel cointegration trace test with o = 0
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Unrestricted panel cointegration test based oncanonical correlation ana lysis

YANG Ji-sheng
School of E conam ics Huazhong Un iversity of Science & Technology W uhan 430074 Chna

Abstract Curret panel contegration testmethods suffer fran too stong restrictbns In ths study, we pwopose
the likelhood ratio tests for panel cointegratbn based on Johansen canonical correlatbn analysis trace test and
maxmun eigenvalue test to allow for nfliences by the cross sectbnal contegratbn and dynam ic nflences
beween each other To avod the fnite sanple size distortion of lkelhood ratio statistics we mtroduce the
bootstrap pwcedure to ensure the robusiness of our unrestricted panel cointegraton test statistic  The M onte-
Carb smulations show that our unrestricted panel contegration test perfor better than he restricted one pro-
posed by Groen and Kle bergen.

Key words panel cointegraton canonical correlation lkelihood ratb test panel vector error correctbn

model bootstrap procedure



