Dear Tom,

I’ve looked through the existing questions in this section, and I read the GARCH part in the RATS 8.2 user’s guide and the reference manual, but I still cannot solve my problem. I raise it here and I appreciate very much if you could help me.

I need to test for the first-order and second-order causality between wheat futures and cash price. The ADF and PP unit root tests show that both the price series are I(1) process, so I conduct a trace test and a maximum eigenvalue test on them and find the existence of one cointegrating vector. Therefore, my model for the first and second order causality test is an ECM-GARCH model.













Where is a 2 by 1 vector of daily nearby futures price and daily cash price.  is a 3 by 1 error correction term including a constant. includes a dummy variable accounting for the rollover effect, with 1 standing for the first trading day of the new delivery month contract. is a 3 by 1 vector of coefficients of the cointegrating vector. is a 2 by 1 vector of the adjustment coefficients. The error term is a GARCH(1,1) model with BEKK representation.

[bookmark: _GoBack]Could you please help me with the estimation of the parameters using RATS? Thank you very much!
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