
Solution to the 4th set of assignment Financial Econometrics

1. GMM inference
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V ar(β̂GMM ) = 0.05
V ar(γ̂GMM ) = 0.1

critical value : z = 1.96 with z ∼ N(0, 1)
P (−1.96 ≤ z ≤ 1.96) = 0.975

t1 : −0.8944
→ we can not reject the null hypothesis: β = 1

t2 : 0.3162
→ we can not reject the null hypothesis: γ = 0

2. Application of the δ-method
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A(b̂)′ = 0.0110

t = −0.9517
→ we can not reject the null hypothesis: r = 0.5
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