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The following will iddicate how to compute the sampling veriances end
covariances afler "limited information"* estimation hes been completed, It
is based on Anderson and Rubin's, "Bsiimaiion of the Parameters of a Single
Stochestic Differeonce Tguation in a Complote éystam.“. We shall use the same
notation, and =11 refercnees are Lo this mimeczrephed articla,

According to Lootnote 17, we may in 7.08-3¢ omit any column or row,

instesd of only the Neth. It i€ conveniont to omit the lst whon we normelize
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where the subeseript }.;1( to any metriz & indlcates thet no row end the first
column of A is to be omitted; )1;1( memne that both first colwm: end row are
omitted, In (2) we have {from 3.48)
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whers v is obtained from 4.17 and W {rom 4,7, while ﬁ? is the rasult of the
estimation efter normelization,

In the usual case (1) the matrix ;‘ which describos the normali,ation rule is
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* This method was formerly cel led the. "reduced form" method.




so thet it follo_ws from 7.48 that
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This reduces (2) o
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where © is estimuted as follows.

Prom 7.40¢ {corrected):
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Using (3) and 2.41 (in whiché = 1 + v} we write for the last tern
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which cen be donce directly from the intermedicle steps in the "limited informetion"
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estimation, Having a(ﬁ J3 } we obtain the remaining veriances end covariances

from
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€ in TeW. Anderson and H, Rubin, “0,tline of Computationel Procedurs for the
Reduced Form Method,” the matrix Mz"z" is called We In {7) vwe have l‘:f{ s For
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which Anderson snd Bubin use the noietion P,
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Once the "limited informetion” estimstion is completod, the outline for ths
computation of sampling variances end covarisncos is therefore as follovis:

{a) compute ¢ from (3)

'
{(b) compute @ from (6); omit the firet row snd colum [to pet & and
~ Jizid
invort & 1
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{c) ostimate o{f3 (3 Jfrom (4)
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(@) estimete o/ ‘(*) and of i( } from (7} and (8)




