Documentation on programs used in "GMM with weak identification" by James Stock and Jonathan Wright.

There are five subdirectories: tauchen, mcarlo, data, gaestim and sset.

Tauchen contains the GAUSS code, provided by George Tauchen, for calculating asset prices in an economy with a specified VAR in consumption and dividend growth.  The programs in this subdirectory are documented in pricing.doc, the parameters of the VAR are set at the start of pricing.gpr and the results are saved in t.fmt.  To run the programs, first run procs.gpr and then pricing.gpr.
Mcarlo contains the main Monte-Carlo work.  All programs are GAUSS programs.  The procs that are used include fmins –(Gauss translation of Matlab optimizer), chicv (chi-squared critical values) and pctile1b (computing percentiles of a sampling distribution).  The simulations for the finite sample distributions are run by hhy.gss (models M1a and M1b) and hhyx.gss (models M2 and M3).  The programs in tauchen must be run first and the t.fmt file must be imported into this directory.  For parameter settings  γ=1.3, δ=0.97, this file is renamed tch1.fmt.  For parameter settings   γ=13.7, δ=1.139, it is renamed tch2.fmt.  In hhy.gss, to get the results for model M1a, the lines

pset=1; @pset=1 is TS-1 parameter settings: pset=2 is TS-2@

sfx="1";

should be included (pset=1 gives the first parameter setting).  Meanwhile, to get the results for model M1b, the lines

pset=2; @pset=1 is TS-1 parameter settings: pset=2 is TS-2@

sfx="2";

should be included instead.  Output will be produced in output files; if there is an fmt subdirectory, then the actual numerical results will be saved here.  Likewise hhyx.gss covers models M2 and M3.  For these two models the respective lines

pset=1; @pset=1 is TS-1 parameter settings: pset=2 is TS-2@

model=2; @model=3 is M3; model=2 is M2@
sfx="3";

and

pset=1; @pset=1 is TS-1 parameter settings: pset=2 is TS-2@

model=3; @model=3 is M3; model=2 is M2@
sfx="4";

need to be included.

 The programs iva.gss (models M1a and M1b) and ivb.gss (models M2 and M3) simulate the weak instrument asymptotic approximations.    So, in iva.gss to get the results for model M1a, the lines

as=sqrt(0.1|1|10|100);

pset=1; @pset=1 is TS-1 parameter settings: pset=2 is TS-2@

sfx="1" ;

should be included (the as line gives the different values of the parameter a – a=1 is the baseline case). 

These programs call ivax.gss and ivbx.gss, respectively.  Again output will be summarized in output files; the actual numerical results will be saved in any fmt subdirectory.

Data contains EXCEL files with the annual data (crra.xls) and the monthly data (epszin.xls).  Returns and consumption growth are already cast in real terms.

Gaestim contains GAUSS programs for estimating each of the models in Table 3 by two step GMM (along with standard errors and J statistics).  The respective programs are named crra1.gss, crra2.gss up to crra12.gss, for the 12 respective models.  Simple modification of these programs yields the continuous updating estimates; for some of the H-D and Epstein-Zin models, these do not converge.
Sset  contains MATLAB programs for computing the S-sets.  The main program is sset.m, which, as is currently set up, produces the S-set for model CRRA-1 (without loss of generality).  The program requires the GMM estimated parameters and the associated conventional covariance matrix (obtained from the earlier programs), as it plots the conventional GMM confidence ellipse along with the S-set.

