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Note: The broken straight line is a fitted trend (by OLS) of the form: Yj = ,i + fit + yDT* where 
DTt *=O if t < 1973:I and DT, * = t-TB if t > 1973:I = TB. 

FIGURE 2.-Logarithm of "Postwar Quarterly Real GNP." 

the full sample (given the quarterly nature of the series, the difference is 
important). The same features discussed above appear to hold when there is a 
change in the slope of the trend function. 

As a final example, consider thle common stock price series graphed in Figure 
3. The break point is again in 1929 but in this case there appears to be both a 
sudden change in the level of the series in 1929 and a higher growth rate after. 
The solid line is the estimated trend with two dummy variables added, an 
intercept dummy (O prior and at 1929, 1 after 1929) and a slope dummy (O prior 
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Note: The broken straight line is a fitted trend (by OLS) of the form Y-, = jI+ ? DU, + fit + Y2 DTt 
where DU, = DT, = 0 if t 61929 and DU, = 1, DTt = t if t > 1929. 

FIGURE 3.-Logarithm of "Common Stock Prices." 


