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Abstract

The research aims at finding an alternative method for
least squares method, which is the Least squares generalized
method under the problem of autocorrelation. The research
was conducted on a major imposition test. There are no
significant differences between the OLS and GLS estimates.
The GLS method is more efficient than the OLS method as
the sample size increases because it has a lower bias and
variation for the GLS method.

Key words: The Least squares method, the generalized
least squares method, the autocorrelation, and simulations.
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DrBe ol oY @by daead) g all Clag el A6k ke 45l
gk o A)le (I LY da s Sl el el 35k
ol dpally A8l 8 i 0 5S5 @ ey el 5 rall Sla )
Gl pal) gk 5adal Ay dflaae B (g jiall Cla sal) A3k
Gaard) (5 all
(GLS, OLS) —i yla < jasal ol g juaill 3(0) o8 ) Jsaa
o=V shall Wadl) as cplig p= 0,00 3 Lali ) Jalae Alls b
Uglaa 00 v v 38 80 glea ) ja 22e Al

Al s
B. By By B. By By B: By B, B: By B, ®
50 50 50 30 30 30 15 15 15 5 5 5 Ldl
(n)
0.004 | 0.041 | -0.014 e [-0.032 | -0.015 | -0.004 | -0.033 | -0.014 | -0.004 | -0.025 | -0.012 | Biasols
0.003 | -0.025 | -0.014 | -0.0007 [ -0.021 | -0.0152 | 0.0003 | -0.022 | -0.015 | -0.003 | -0.016 | -0.013 | Bias Gls
4.98 759 | 89.69 | 471 740 | 89.40 | 443 698 | 8895 | 3.400 | 5526 | 86.906 | Var OLS
3.49 532 | 8929 | 336 520 | 89.04 | 3.94 494 | 8857 | 2.658 | 4329 | 86.682 | Var GLS

(P, ey R A aladiuly Caldl 44 e : juad)
ok el il s el o (0) o) Bl Jsaall G iy
e (B) iaad) s Clapsall s Rl 5l ey sl
p=r00 3kl dalae dla s (00 U 0 () ddlinall alaa)
Ot alSladll Baglae e e Alla b om=) (sl Uadl as il

.uﬂ)bg\)muﬁwwpﬂ\jc_@wu‘;;;mj:@u}\“
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gyl jasad il g jadl) e J8(GIS) deeaadl (5l Clay
Al gl dgy )L. Sy aa b ade (OLS) dalal) );MJ\ Clag yall

sl 3 _gb

(0.041)

.(0.003) I (-0.025
(V,29) L (3.400
(5,7Y) ) (2.658

Aoalal)l g aall Q\a__u,d\ A8y Gl e (e

)
)

) (-0.033) e o) 5 :(OLS) &y jlal dpully 5pal) =

) e 7 o) 55 1(GLS) 48 jlat dpailly jual
Onle o) i ((OLS) 4y jhat 4ty ¢l
Ol 5 5 1(GLS) 4yl dpdlly ol

s A (GLS, OLS) 8 e < jasad ol 5 5uaillz ()8 Jsaa
2 dlls A or=0 dsdall Uadl) as (ulis p=0,50 33 Bl Jalae
:d}tAA Ouwnnn SISIAAS\ 33}\:.4 Q\‘)A

fi B B B, By [i B: [ By B: B, Bs (3)};:&\

50 50 50 30 30 30 15 15 15 5 5 Aal) aaa

0.011 | -0.035 0.019 0.015 | -0.039 0.029 0.032 | -0.039 0.021 0.030 | -0.044 0.019 Bié(lrsl)ols

0.023 | -0.023 0.019 0.021 | -0.028 0.027 0.038 -0.02 0.020 0.031 | -0.041 0.018 Bias Gls
19.47 28.98 413.009 18.43 27.96 411.76 17.10 26.57 409.10 13.95 17.86 400.26 Var
15.34 17.14 411.14 14.71 16.50 409.9 13.82 15.56 407.39 11.23 11.93 799.03 (\)/];f
GLS

i e a5 el G (1) a Gl Jsaadl (e ey
syl sie (Bh) Gaanadl s jiall oy sl Aualall (5 jaall Cilay sal

Al

P=r,on 3L dabes dl iy (00 ) 0

-

(P, ey R A aladiuly Caldl 44 e : juad)

. ) sabia

A 1gaa 00 v v S Slaall 53 glee e s2e Alla 3 Pem0 i il L)
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) (70 £8) ol £ 5 {(OLS) Ayl iy a3
(4,0 YY)

) (450 8)17) el z4 5 :(GLS) Bkl iy ja3)
(4,2 YA)

(YA3A) I (17,90) cale 7 5 55 :(OLS) A8yl Lty o)
OV E) A (0, YY) e 2 955 :(GLS) Ay phal Aty ol
Sl yall 48k @ s il g el o ey (G be e sl
lay el 48y yla il cplall 5 53l e Ji(GLS) dasnall (5 il
Gyl sy yall Ay k&) jaie (b adle 5 ((OLS) daaladl 5 all
O el S 5 A b L) L) Al gyl i gl b deasd)
Aoalall 5 pall Cilan yall A9y Hha ) jaae
(OLS) 5 (GLS) (& yha < jn 8l ol 5 3ol (V) ad Jsaa
@ oo=) (Hsdal Wl as odas p= e 5 L) dalea Ala b

Uglaa 0v v 3lSaal 80 glan Gl je 22e Al

8y [ #: 8y B #: 8y B (i 8y B

i
allaal)

®

50

50 50 30 30 30 15 15 15 5 5 5

il
(m)

0.0006

-0.033 -0.009 -0.002 -0.027 -0.014 -0.005 -0.026 0.0008 -0.028 0.001

0.0004

Bias
ols

-0.007 0.009 0.004 | -0.007 -0.001 0.006 | -0.008 | -0.0009 | 0.012 | -0.016 | -0.0002

Bias
Gls

76.02

69.92 | 1915.09 | 72.77 | 66.58 | 1837.20 67.5 48.62 1548.9 53.10 | 38.44 | 1124.77

Var
OLS

76.02

31.62 | 1881.40 | 43.22 | 31.01 | 181095 | 42.28 | 29.05 | 1532.75 | 39.68 | 25.61 | 1120.07

Var
GLS

(P, ey R A aladiuly Caldl 44 e : juad)
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iyl <l i il 5 5l o (V) W i) Jsaadl (e ey

e (Bh) iaand) s a ) e sall s Rl 5l ey ol
p=r,0v 3kl daae dl Gy (00 0 () dilidall laaY]
O v v v lSlaall Baglae @l e dae Ala ol =0 A sdall Uadl) o ol
t ot Al laa
) (7 7T) Gl 9,5 ((OLS) Adyjhl dpuilly jal) @
(000 0)
(7 1) el 9 ((GLS) 4Bkl dpudilly jadl) @
(+,)Y)
(YY) (YA EE) e o) 5 :(OLS) Ay phat dpadlly ol =
(YY) G (Ye,M)) cmle 7555 :(GLS) A8kt Aty clsl)
Sl yall 48k @l s il g el o ey (G b e sl
lay el 43y yla il cplall 5 53l e Ji(GLS) dasnall (5 il
& poad cla el A8yl <l jaie Gl 4dde 5 ((OLS) dpalal) (5 sl
e 3l 5 5 g8 L) HLiall gl dag il 5l 8 cdaanal
Aoalall 5 pall Cilan yall A9y Hha ) jaae
5 (GLS) il e ad pilally 5aill 1(A) B, Jsaa

Hsial) Wadl aa cplay p v ede= Ll Jdlae Alls S(OLS)
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Al

i g g g g i i g 4 g g allaall

®

50 50 30 30 30 15 15 15 5 5 5 axa

il

(n)

20.053 | 0.047 | 0.139 R 0.067 | 0.668 - | 0.065] 0095 | - | 0.58 | 0.002 | Bias
0.046 0.047 0.039 ols

20.027 | 0.067 | 0.182 R 0.076 | 0.113 - | 0069 | 0.115| - | 0.065] 0011 | Bias
0.017 0.012 0.027 Gls

41312 | 667.4 | 10691 | 401.4 | 640.8 | 10224. | 386.3 | 624.2 | 7967. | 311.3 | 612.0 | 5450. | Var
8 66 2 1 01 0 1 71 7 7 22 OLS

23951 | 3443 | 10493 | 236.4 | 339.5 | 1062.6 | 231.2 | 332.9 | 7857. | 206.9 | 323.8 | 5387. | Var
2 8 9 7 5 9 3 07 2 8 41 GLS

(P, ey R A aladiuly Caldl 44 e : juad)

oy yha <l jaial ol 5 Sl o ((A) ay i) Jgaadl (e

e (B8) i) s a ) e sall s Rl 5 il ey ol
p=+ Ll Jebee db s (00 ) 0 () dibidd) alaal)
o slSladll saslas < e 22e Ala AT =0 sdall Uadl as il

:L..?'A :‘U}IAA

=) (74,0 0F) b 7z o) 5 ((OLS) iy jlat 4 itly 5l
,(~,~WO)

o (40 YY= )omba 75l 55 {(GLS) Ay lal g illy il

(+,19)
I (FVV,YY) e 7 o 5 ((OLS) Ay al dpuitly oyl
(1Y, £0)

I (Y+1,3Y) Gl 7 9 5 1(GLS) 48y jlal dpuilly oyl
(TEE,TY)
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Sl yall 48k @ s il g el o ey (G b e sl
lay el 43y pla il cplall 5 53l e Ji(GLS) dasnall 5 il
6 e Gl jall gy Hla < jaie (& aile 5 (OLS)¢ daalad) (5 jnaall
e 3L 5 5 g8 L) Liall Agldl Jag il 5l 8 cdaanal
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il Ao (alidd) masly o e Yoo N 0 e Al aansalysy
iyl A3y 5l el (il s el V) e el (e SIS il
Sl pall ASipha Ha Bl il s el e Juadl dsndll (g rall
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et o o e AV AN e AN Ll V) Jelaa Bal ) g
A alall (s jraall ey pall A8 sl il el 5 Geail 52l Jasdls
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n S 5 ey © U ) G el Dadll 2g0n i sl g
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du | gl | G Yty

) 368 1(Y) ad, 3ale
#---- Stage two: Building the model
#---- Step 1: Suppose the true values of the parameters vector

True.Beta<- ¢(1,1,1)

#---- Step 2: Choose the sample size n:

n=5

#---- Step 3: generate the random generate the of the error
vector u under Al:

sigma.epsilon = sqrt(1)

rho=0.50

epsilon= rnorm(n,0, sigma.epsilon)

u=c(0)

u[1]=epsilon[1]/((1-(rho)"*2)"0.5)

for(i in 2:n) u[i]=rho*u[i-1]+epsilon][i]

#---- Step 4: Generate the fixed values of the independent
variables matrix X under A2 and A3:
X=cbind(1,runif(n,-1,1),runif(n,-1,1))

#---- Step 5: Generate the values of dependent variable Y :
Y=X%*%True.Betatu
ST T TR
S

#---- Stage three: The treatment (by cerate estimation
function):

estimation<-function(Y=Y,X=X){

#---- Step 1: calculate OLS and GLS estimators

##1 ---- OLS estimator:

Beta.hat.ols = solve(t(X) %*% X) %*% t(X) %*% Y

## 2 ----GLS estimator:

rho.hat = (t(u[-n] )%*% u[-1])/sum(u[-1]"2)
dim(rho.hat)=NULL

-\ -
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if(rho.hat>1) rho.hat=0.99; if(rho.hat<0) rho.hat=0.005

epsilon.hat=NA

epsilon.hat[1]=u[1]*(1 - (rho.hat) *2) 0.5
epsilon.hat[2:n]= u[-1]+rho.hat * u[-n]
sigma?2.epsilon.hat= sum(epsilon.hat*2)/(n-2)
dim(sigma2.epsilon.hat)}=NULL

v <- matrix(NA,nrow = n,ncol = n)

for (1 in 1:n) for (j in 1:n) v[i,j]=(rho.hat) * abs(i - j)
omega<- (sigma2.epsilon.hat / (1 - (rho.hat) * 2)) * v
Beta.hat.gls = solve(t(X) %*% solve(omega) %*% X) %*%
(t(X) %*% solve(omega) %*% Y)

#---- Step 2: Calculate the Simulation criteria (bias and
variance)

bias.ols = Beta.hat.ols - True.Beta

bias.gls = Beta.hat.gls - True.Beta

var.Beta.hat.gls = diag(solve(t(X) %*% solve(omega) %*%
X))

var.Beta.hat.ols = diag (solve(t(X) %*% X) %*% t(X) %*%
omega %*% X %*% solve(t(X) %*% X))

BV= cbind(bias.ols, bias.gls, var.Beta.hat.ols,
var.Beta.hat.gls)

rownames (BV)= c("Beta0","Betal","Beta2")
colnames(BV)= c("Bias OLS","Bias GLS", "Var OLS","Var
GLS")

return (BV) }

R AR R R R R R e R B R e e R
LEREESEETS

#---- Stage four: The Replications

L=5000

Sim.results=matrix (0,nrow=3,ncol=4)

for (1in 1:L) {
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epsilon= rnorm(n,0, sigma.epsilon)
u=c(0)
u[1]=epsilon[1]/((1-(rho)"*2)"0.5)
for(i in 2:n) u[i]=rho*u[i-1]+epsilon][i]
Y=X%*%True.Betatu
results.matrix = estimation (Y=Y,X=X)
Sim.results = Sim.results + results.matrix
b
average= Sim.results /1
average
write.table(average, "clipboard", sep="\t", col.names=NA )
#Complete Program
#--- 1- cerate estimation function
estimation<- function(Y = Y,X = X) {
#---- Step1: calculate OLS and GLS estimators
##1 ---- OLS estimator:
Beta.hat.ols = solve(t(X) %*% X) %*% t(X) %*% Y
## 2 ----GLS estimator:
n = length(Y)
rho.hat = (t(u[-n]) %*% u[-1]) / sum(u[-1] * 2)
dim(rho.hat) = NULL
if (rho.hat> 1)
rho.hat = 0.99
if (rho.hat< 0)
rho.hat = 0.005
epsilon.hat = NA
epsilon.hat[1] =u[1] * (1 - (rho.hat) * 2) * 0.5
epsilon.hat[2:n] = u[-1] + rho.hat * u[-n]
sigma2.epsilon.hat = sum(epsilon.hat * 2) / (n - 2)
dim(sigma2.epsilon.hat) = NULL
v <- matrix(NA,nrow = n,ncol = n)
for (i in 1:n)
for (j in 1:n)
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v[1,j] = (rho.hat) " abs(i-j)
omega<- (sigma2.epsilon.hat / (1 - (rho.hat) * 2)) * v
Beta.hat.gls = solve(t(X) %*% solve(omega) %*% X) %*%
(t(X) %*% solve(omega) %*% Y)

#---- Step 2: Calculate the Simulation criteria (bias and
variance)
bias.ols = Beta.hat.ols - True.Beta
bias.gls = Beta.hat.gls - True.Beta
var.Beta.hat.gls = diag(solve(t(X) %*% solve(omega) %*%
X))
var.Beta.hat.ols = diag (solve(t(X) %*% X) %*% t(X) %*%
omega %*% X %*% solve(t(X) %*% X))

BV = cbind(bias.ols, bias.gls, var.Beta.hat.ols,
var.Beta.hat.gls)
rownames (BV) = c("Beta0","Betal","Beta2")
colnames(BV) = c("Bias OLS","Bias GLS", "Var OLS","Var
GLS")
return (BV)

n=¢(5,15,30,50)
rho = ¢(0.50, 0.90)
sigma.epsilon = sqrt(c(1,5))

Homm e Fixed ----------------
True.Beta<- ¢(1,1,1)

Homm e Replications----------
L=1000

Sim.results = matrix (0,nrow = 3,ncol = 4)
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Final.table = array(NA,c(16,12))
colnames(Final.table) =c("n=5","n=5","n=5","n=15","n=
15!',!'1,1 — 15!',
"n= 30vv,nn — 30vv,nn — 30!!)
"n= 50”,”1’1 — 50”,”1’1 — 50!!)

ro=0
for (rhoi in 1:2) {
se=0
for (sigma in 1:2) {
sz=0
for (niin 1:4) {
X = cbind(1,runif(n[ni],-1,1),runif(n[ni],-1,1))
for (1in 1:L) {
epsilon = rnorm(n[ni],0, sigma.epsilon[sigmal))
u=c(0)
u[1] = epsilon[1]/ ((1 - (rho[rhoi]) * 2) ~ 0.5)
for (1 in 2:n[ni])
u[i] = rho[rhoi] * u[i - 1] + epsilon][i]
Y =X %*% True.Beta +u
results.matrix = estimation (Y = Y,X = X)
Sim.results = Sim.results + results.matrix

} ## for |
average = Sim.results / 1
Final.table[(ro+se + 1):(rot+se + 4),(sz + 1):(sz + 3)] <-
t(average)
sz=sz+4
}#tor ni
se=se+4

} ## for sigma
ro=ro+8} ## for rhoi
Final.table
write.table(Final.table, "clipboard", sep="\t", col.names=NA )
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iy daild 1(Y) a8 sale
-PCR:(Principle Components Regression)
(b AL Ay sl gd A ) cligSall jlaad)
) Baalaia 3anaa Aldee O juaia ezt Cua 3aaalall G jurial) Al
dabd lBle Ly 2 Y
-PCTP:( Principle Components Two -parameter)
Lo V) S dsa s Alla 8 axaiind s utaleay dpd )l il gSal) 48y 4k
zdsail allas il Apdadl) o)zl & Jadl) #1503V A
-EGLS:( Estimated Generalized least squares)
o sy s b aadnu cllidasral) g jal) clag gall 48y b ja8a
dsasdlla L Jasi) 23 g allaa paiil AR(2) 4l 450 (e
L Ll Y1 A
-EIGLS:( Estimated Incorrect Generalized least squares)
Janil dsas Al b aadind il daaral (5 ual) cilag jal) 485k i
dsnsdlla L Jasi) 23 g allaa paiil AR(1) 4l 450 (e 02
L Ll Y1 A
- MLGD:( Maximum Likelihood Grid)
Ao e aaiad alae Y Y 48yl 1Al alieY) olsay) 43y 5k ik
Ll ol llaall o3 5 allas o aciad QA 038 5 48 jisall sV o5l
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