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TABLE I 

REGRESSION ANALYSIS FOR THE WAGES, QUARTERLY GNP, AND COMMON STOCK PRICE SERIES 

Regression: yt = & + ,#t + Fyty5 + Ay i + it 

Series/Period k j tA fi t# e ta S(e) 

(a) Wages 
1900-1970a 2 0.566 2.30 0.004 2.30 0.910 -2.09 0.060 
1900-1929 7 4.299 2.84 0.037 2.73 0.304 -2.82 0.0803 
1930-1970 8 1.632 3.60 0.012 2.64 0.735 -3.19 0.0269 

(b) Common stock prices 
1871-1970a 2 0.481 2.02 0.003 2.37 0.913 -2.05 0.158 
1871-1929 3 0.3468 2.13 0.0063 2.70 0.732 -2.29 0.1209 
1930-1970 4 -0.5312 -1.64 0.0166 1.96 0.788 -1.89 0.1376 

(c) Quarterly real GNP 
1947:I-1986:111 2 0.386 2.90 0.0004 2.71 0.946 -2.85 0.010 
1947:I-1973:1 2 0.637 3.04 0.0008 2.99 0.910 -3.02 0.0099 
1973:II-1986:III 1 0.883 2.23 0.0008 2.27 0.878 -2.23 0.0102 

aResults taken from Nelson and Plosser (1982, Table 5). 

to reject the hypothesis that a = 1 even though the estimates are well below one. 
It would be useful, in this light, to have a more powerful procedure based on the 
full sample that would allow the 1929 break to be exogenous. 

Figure 2 graphs the postwar quarterly real GNP series. Here, the series behave 
according to Model (B) where there is no sharp change in the level of the series at 
the 1973:1 break point but rather a change in the slope. The solid line is a fitted 
trend where a dummy variable is included in the regression, taking the value 0 
prior and at 1973:1 and the value (t - 105) after 1973:1 (1973:1 being the 105th 
observation in the sample). Table I compares regressions of the form (1) with full 
and split samples. Again, the estimate of a is lower in both subsamples than with 

TABLE II 

SAMPLE AUTOCORRELATIONS OF THE "DETRENDED" SERIES 

Series Period T Variance r5 r2 r3 r4 r5 r6 

Real GNP A 1909-1970 62 0.010 0.77 0.45 0.23 0.11 0.05 0.04 
Nominal GNP A 1909-1970 62 0.023 0.68 0.31 0.12 0.08 0.11 0.12 
Real per capita GNP A 1909-1970 62 0.012 0.81 0.54 0.33 0.20 0.13 0.09 
Industrial production A 1860-1970 111 0.017 0.71 0.44 0.32 0.17 0.08 0.12 
Employment A 1890-1970 81 0.005 0.82 0.59 0.43 0.30 0.20 0.15 
GNP deflator A 1889-1970 82 0.015 0.82 0.63 0.45 0.31 0.17 0.06 
Consumer prices A 1860-1970 111 0.066 0.96 0.89 0.80 0.71 0.63 0.54 
Wages A 1900-1970 71 0.016 0.76 0.47 0.26 0.12 0.03 -0.03 
Real wages C 1900-1970 71 0.003 0.74 0.40 0.12 -0.12 -0.27 -0.33 
Money stock A 1889-1970 82 0.023 0.87 0.69 0.52 0.38 0.25 0.11 
Velocity A 1860-1970 102 0.036 0.90 0.79 0.70 0.62 0.57 0.52 
Interest rate A 1900-1970 71 0.587 0.77 0.58 0.38 0.25 0.15 0.11 
Common stock prices C 1871-1970 100 0.066 0.80 0.53 0.36 0.20 0.10 0.08 

Quarterly GNP B 47:I 86:III 159 0.001 0.94 0.83 0.70 0.57 0.45 0.35 

Note: A, B, and C denote the detrending procedure corresponding to the given model under the alternative 
hypothesis. 


