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Bootstrapping and Bartlett corrections in cointegrated VARs 
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Università 'La Sapienza', Roma

Abstract

We compare different methods for reducing the size distortion, when testing linear
restrictions on the cointegration vectors (using the Maximum Likelihood framework). We
compare the Bartlett correction as derived by Johansen (2000), the Bootstrap and the fast
double bootstrap (Davidson, R., and J.G. MacKinnon (2000)). After a Monte Carlo study of a
5 variable DGP we conclude that (1) asymtptotic tests are so distorted, that they should never
be used (2) Bartlett corrected tests do go a long way in correcting the size distortion, but do
not eliminate it totally. It should therefore be used with care.(3) the bootstrap and fast double
bootstrap do most to correct the size distortion and suffer from a marginally larger power loss
than the Bartlett correction. They can definitely be used, especially in the many relevant
cases, for which a Bartlett correction has not yet been derived.
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