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A Study on the Effect of Box-Cox Power
Transformation in AR(1) Model

Jin Hee LeeD and Key-Il Shin?2)

Abstract

In time series analysis, we generally use Box-Cox power transformation for
variance stabilization. In this paper, we show that order, estimator and one step ahead
forecast of transformed AR(1) model are approximately invariant to those of the
original model under some assumptions. A small Monte-Carlo simulation is performed
to support the results.
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Folad AAGAN HAY WP R AL 29 HE e ohiy Inoz o WAL
AEshe] 7b Babel HHE AL BV Wei(l99)d A AL PEL o g5t Aol W

det

AAlE BAMolAe ML Box-Coxe 2 ¥i3Hpower transformation)o] 5E AMEE7] &
2 =FdAE Box-Cox¥&d #3 LH%E gEdh d¥rAE¢] Box-Cox B WHZE E4le] HE
ol R JERE Ao AMEE S ool €A AfdE AL vk WA Hoy W
st weE A5 Pie] gt A He F$E AHEX 4 o] Bilel HT £E AF v
A Frisld 2aEEs 2o HosFEd v St AFE ME 5ol ArgEH
v Wei(1994)9] Al 6.3 A1 2} 2ol 33 o] dAF Fdx H HE2 ALEE £ 3
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of AHE A9 A& Wde] BAE ol 8T ARDEZMS] 24 HH5H

NG IRE WATAD QA ALad @o. A 22AAE Aol
a o 9 AR By AW, me 24 223 147 F

S A% 129 A8 A4z ¥ 24 € & Yo zaoww—z SREFLEL
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B¢ 4qa8Y. gog AF3HY 2l 539 Ak

@A Box-Cox ¥ W& V,=X}& malstat o7|d i ¥ 2o, g¥haQl Box—Cox ¥
T d Ao AEEHT 28 ARAARE dFstHE] H 78
Mg AlEEHT gley 2 =74 gHdo] A 7
3 Box-Cox WS ol &3 A IAE v wyeAE 124
AbEET Qlemz B HojMz HIH "M 13 ZAR 328 Feas ‘:Jrar7l§ ‘fhﬂr o]
of #e WL Wei(1994), Neter(1990), Wasserman and Kutner(199 )s &
HE Box-Cox W& Aol AE7F 578 Z4= AR FE3] £ 49 J48 dPozy =
Z}EE TR vt F 7 Yrh o] A AAE 2Ade A AGE FA gt o]
T UEE Wei(199)E AHEZ] vpgtd Ml dutd e ¢6x €31 B =EdAs & A5
J-’F‘EL AeTg FE7R Sk

9]
A= Box Cox 9
=

-\#r rit rla

21 A7 ZBdFe] TAHH EWA

Aol AT 14 ¥lYe AAE ZAS} 2EFE A9 Box-Cox W Y,=X! & o]&3
HEAst g A9 A3 g4 (Autocorrelation function)7F A L2 AL AAREE 57},
A4 138 A8 Ve dom go] 24 2 3 gl

Yt=Xt“/-‘X,t+/1#RXTtl(Xt_#X,t) (1)
A71A px = E(X )l
GEo® B4 A7) FEAL
Var(Y)=~ ()" Var( Xy | Con( Yy, Yom )~ (e DA - ) Con X1, X o)
ol Enh. wepd Bl dAAE 2, § px, = EX)=pux O AR ANV
g 2.
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Cou(Y, Y,
P = ComtYs Vo) = s @
Cov( X, X:_») .
SN Vark X Var X, ) | XX
ugA A7)dadss oA ez W 9%S vx ¥A 25 4 5 vk old #F A&
o = Fukunaga(1990)8 AR 7] alg&t},

2 2P R AF9 AR BEy

o) AAldE RYT N F 39 SAE BANd Bdte AR sAl 28 21864
g o] AolMx AE-Fh WA T AR(1) Y& AHEH
(1—¢B)(Yt_#1’ t):at =1 (3)

A7 V=Xi  BE(Y)=py, 012 a, ~ (0,6 993& AHo)t 3 Age § AL

o] AR(1) E¥e mEctn a2 oA (D& @ WYea. TAW uy ~pl, o) N1 GeA
AR oz thee AL Adxrh
(1= ¢BApyx  ( Xi—px)]l=a, t=1 )
o1 A a:=7%? 2 S @) 4
(1—¢B(X,— pnx )=a;, t=1 (5)

7F o] @AY RyL ZAFCE AR EEE ©E2A o
AN E(X) = iy = ux® Bl AR o) G AuFEHFo] Dok

BgoE BARLES INF F &0l FUES HMBES R 2T AVAVPSYE 20
SAdoz Buss) MEe 4% B¢ EWE Aol = AL 47 oA & dodd 444
o,

WA WY ARD) ZANN Vi uy, = (Vi —uyr)ta, 2104 13 5 458 2
HuA AEE A2ATATLAASE AEHT 2 B4,

1= /-‘/;:‘t"f' g}( Yt_/'L/;t) (6)

2 A0 BB AFe Tod dssd L' 2 solEs 3 9 A= e A5 o

g9 Aol oA T,

1//{ —_—— e it ——
1= Yo =iyt $va(YVi— gy )

ol Al (@) ol &N Fy— pyxor=dx o HT D) o &8, drE dxi

ey e A—1

Y,— #YtNA#Xt (Xt_ ,u/;?,)
E dett &2



100 Lee Jin Hee and Shin Ki Il

AX)= Xii= ¥ '= lart 80 Y~ ir )} ®
2hati QoA deold AAE diglet e 72
AX)={ it + B2 fixd (X i )
Aol dASTGE M8 E ol 88Y fy,= ix ©) HER

AX)={ fix'+ Ex+ 2 iy (X~ fp)}Hi ©)

2 AA "t}
gde AN 1344 9he o] &3tw
AX )= i) + Flo(X,— iix)

e Al

o~ . l_l o e e o
z#x“‘%( /J-XA) O Adx kx (Xi— px)=pux+ ¢x1(X— i£x) (10)
o] g3 o] AL Y AEE WHFATA Fu ad2 =53 Ao ZAF o= HA At urEkA
Hio] dAFT HAdH AAMANA 132 & o] &3 ZA} JbFE Fe AR LR 1AA F
gL ZAHog L L A =l

3. o A

A 364 ulele] AH&gk AARYE A vES 2A St F FhoA oF 2d Fok WY 2R

el Holg YA HFAY B4 Held 58 JSHAT AV FRE AF 28<<9 o
Agold o] ARE ol&dd the <Y 1>¢ AUk Wel1999E A 63914 o AEE
2sgn. 28 A=Y 39 49nge ° FFo YA BUHFOH BRE Aot

<E 1> HE o] dAAA 1= A=0.5, 0.0 B¢ = AFT HEgx 20 HIY o 3
2} AFgoel 71 Aoz o] F wEoe] 7l £L& Wgoe|d Eiln e AFE WIS ol &
gted AR(1) @02 ZE2 AUt ©20° Wei(1994) 7t E43 odH3 Fojoh
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<¥ 1: Box-Cox #E Ax>

A Residual sum of squares
1.0 55.31
0.5 50.09
0.0 50.33
-05 56.67
-1.0 71.50

a8 <F 1>A A= -1.09 A F 95 ¥HY FoDS A e v e HEES
2} AFgol aEl E AolE Bolx ga o FEII] v

olA 2”dA AR ol2e EFAL AHRI] 3t zZpe] HEE HI F Zg4 FA
Nzt T d&2 &)= kAl SAS/ETS ZEAAE 5o 2 #3374 &5
7} <% 2>olt}. o] EE AHRE I AFFEAAMY Zo] I HEAS s 2]
Aol m4 A g A2 gro] A Hl&dA U2tk F3 AFS WS HEPS X

B4 By FAHFE vls 7}7JPTE1 o Egk E=3 ¢ i wEA dgA A o
AFgdto] F o2 BolA @& AF EFy FA g AF FHdAM= Hl%fs& ®e 7
Atk o]F FEAsy] A rodgL thdd veRgith
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Tl 30 e oy B
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<E 2: R4 F3I 1A4FR £ 5D H>

A ) one step ahead forecast
1.0 0.753 4006.4
05 0.754 3967.6
0.0 0.742 3927.3
-0.5 0.712 3906.3
-1.0 0.665(Not Converge) 3827.8

4. & 44

2o 49L Aste G AR(D 2BE ZHAA,
(1—¢B(Y;~uy)=a, t=1

ATV ¢, v AR ARl AR o, ~ N0, E E4FLAAF D 10079 T,

74 9o Ao dsiM AMERT X,= YV 1=0.0, £0.5, —1 ol&std 10079 X, A&

7} AR ol A1=0% ALE A4 AT AASATh wHAA X, A2E X} Fejor
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FF% 24l AE ARQ) 2H L waA 9o,
chgoz WEd 9Fe Ho] Astel FB uE WHART O O e
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2 AEHAL A Fest 9] WE,

=, 4t o g g/prt ‘070 A7k 1349 HdH
HA  F=12  ZAANII pu=5T7,1002 EZ7AAE w&*ﬁﬂ} u=52 AAATF|Z
“=0.7, 0.5, 0.322 Z2A7 FEL o &gt

2)d9L SAS/ETSE o gaqen wEe 50008 At 1 AA Fo A%g st

& ¥ Z2zke] MAPES MSEE 7% g o &
Zfﬂr MAPEH| &3 MSE H|&o] ®t}h Eal =3

7] 93l (10)A 3 (12)4 & o] &8ty «&2L &
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T+ 1: 25 F/AAAL F=12 A5
<E 3 o= —0.7>
1% 5 % z
W 8 =5 w=1 #=10 =0 u=1 p=10
l\égrlp MSE |MOLE| MSE \MSFE| MSE | 3 | msE | 3 | MsE | 3 |MSE
EE: 1.000] 1.000 | 1.000 | 1.000 | 1.000 | 1.000 | -0.694 | 0043 |-0695| 0.044 |-0.69 | 0.044
1y unma |057284) 1460 | 1402 | 1208 | 1231 | -0.224| 0493 | -0459| 0248 |-0587| 0.116
Vy wa 28 [1080] 1092 | 1.063 | 1052 | 1022 | 0.018 | -0653| 0.054 | -0673| 0.045 | -0.685 | 0.043
1/y @@ = |176116600| 1171 | 1.208 | 1086 | 1118 | -0.407 | 0.314 |-0584] 0.119 | -0.646 | 0.059
logy 98 @ (5399 1212 | 0947 | 1285 | 5711 | 2567 | -0.202| 0508 |-0202| 0508 |-0.202 | 0503
<ZF 4 ¢= —0.5>
142 & oA %7
W @ p= =1 =10 u= =1 u=10
B[ P R SR e | o (v | 3 [s | o [
GE] 1.000 | 1.000 | 1.000 | 1.000 | 1.000 | 1.000 | ~0.497 | 0053 |-0498 | 0.044 |-0498 | 0.053
1V y s | 26069 |99 1179 | 1060 | 1071 | 1017 | -0274| 0229 |-0396 | 0248 |-0.451 | 0.062
Vy ug @e | 1058 | 1012 | 1.029 | 1.010 | 1.015 | 1.005 | -0.478 | 0.163 |-0.489| 0045 |-0.493 | 0052
1/y ¥s @ | 1183 | 0947 | 1.061 | 1.024 | 1.025 | 1.013 | -0.389 | 0.119 |-0453| 0.119 | -0.477| 0.052
logy ¥@ Wa | 2551 | 1041 | 2520 | 1067 | 2544 | 1059 | -0215| 0288 |-0217| 0503 |-0216| 0287
<E5: p= —0.3>
1A} & o5 & A
W 8 o= p="1 g=10 H=295 ua=1 £=10
i [ e e [ | o [oe | o [wse | 3 [
LK 1.000 | 1.000 | 1.000 | 1000 | 1.000 | 1.000 | -0.300 | 0.058 |-0.299 | 0059 |-0.299| 0.058
IVy w@we | 1301 | 2659 | 1.109 | 0979 | 1.071 | 1017 | -0201 | 0.105 | -0.254| 0.064 |-0279| 0.056
Vy wa ga | 1045 | 0971 | 1.024 | 0999 | 1.014 | 1.005 | -0292 | 0.057 |-0295 | 0.088 |-0.297 | 0088
1/y #% Do | 1089 | 0995 | 1.038 | 0.986 | 1.025 | 1013 | -0.254| 0.065 |-0279| 0.057 |-0290| 0.056
logy @M% Ma | 1932 | 0953 | 1.809 | 0974 | 2545 | 1.059 | -0.161| 0.141 |-0.160| 0.143 | -0.160| 0.143
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<Z6: ¢=0.3>
1R & % # A
W8 p=2>5 p=17T ©=10 p=5 p=1"1 © =10
W 1.000 | 1.000 | 1.000 | 1.000 | 1.000 | 1.000 | 0292 | 0.060 | 0.291 | 0.059 | 0.292 | 0.059
1/Vy@gigg | 1250 | 0.990 | 1.099 | 0.968 | 1.042 | 0.961 | 0.222 | 0.104 | 0.263 | 0.073 | 0.280 | 0.063
Vywa g9 | 1047 [ 0994 | 1.025 | 0998 | 1.103 | 0999 | 0.287 | 0.062 | 0.288 | 0.062 | 0290 | 0.059
1/y 213 "8a | 1.076 | 0991 | 1033 | 0985 | 1.013 | 0988 | 0.262 | 0.074 | 0.279 | 0.063 | 0.287 | 0.060
logy 9¢ ®a | 1839 | 0.954 | 1.841 | 0907 | 1.863 | 0.947 | 0.198 | 0.127 | 0195 | 0.126 | 0.193 | 0128
<ET7:4=05>
1A% % 9% z 7
W & p®= p="1 r=10 “=>5 r=1 pn=10
veze s [usee e biseeasE |5 [se | 5 [ wse | |wse
GRS 1.000 | 1.000 | 1.000 | 1.000 | 1.000 | 1.000 | 0.487 | 0.055 | 0.487 | 0.054 | 0.487 | 0.054
1/Vywame | 2206 [38845] 1.109 | 0982 | 1.042 | 0981 | 0.362 | 0.150 | 0.440 | 0.084 | 0.468 | 0.064
Vyws me | 1054 [ 0997 | 1.026 | 0.999 | 1013 | 0.999 | 0.480 | 0.057 | 0.484 | 0.056 | 0.485 | 0.055
1/y 8@ "ha | 1125 |14.333| 1.035 | 0987 | 1.013 | 1.252 | 0.433 | 0.091 | 0468 | 0.064 | 0.479 | 0.058
logy @3 dg| 2092 | 1.898 | 2.080 | 0.984 | 2.006 | 1.048 | 0.339 | 0.180 | 0.340 | 0.178 | 0.339 | 0.180
<% 8:4=0.7>
1Nz F & & F A
¥ g u = u=17 x =10 Hu=15 pg=17 2 =10
sre s [usre e bisee e [ 5 [use | 5 [ wse | 5 |wse
AH 1.000 | 1.000 | 1.000 | 1.000 | 1.000 | 1.000 | 0.683 | 0.043 | 0684 | 0.045 | 0686 | 0.042
1/Vy singg (397838 1%358 1.200 | 1652 | 1.062 | 1.009 | 0.424 | 0153 | 0603 | 0.109 | 0657 | 0.058
Vywus g | 1132 | 0989 | 1.032 | 0.999 | 1.009 | 0.997 | 0.674 | 0.048 | 0679 | 0.048 | 0.682 | 0.043
1/y 98 "o | 1374 | 2723 | 1.045 | 0989 | 1.024 | 1.005 | 0545 | 0157 | 0.652 | 0.065 | 0.674 | 0.048
logy 98 W& | 3223 |0814| 32156 | 1029 | 2992 | 1.963 | 0483 | 0219 | 0484 | 0232 | 0489 | 0.2134




A Study on the Effect of Box-Cox Power Transformation in AR(1) Model

2: u¥E 58 AN 05 AL S

<E9: ¢= —0.7>

1A% F % % 7

W g =01 o =10.5 o =0.3 o =0.7 d =0.5 o =103
MBEE | MSE | MSEE| MOE IMOPE| MSE | 3 | wse | | wse | 3 |wee

W 1.000 | 1.000 | 1.000 | 1.000 | 1.000 | 1.000 | -0.697 | 0.042 | -0.693| 0.042 |-0.694 | 0.044
1/Vy@smg | 1340 | 1255 | 1161 | 1.149 | 1.057 | 1.046 | -0.471 | 0.236 |-0587| 0.116 |-0658| 0.052
Vy s ma | 1065 | 1.053 | 1038 | 1.044 | 1.013 | 1.015 |-0.675| 0.043 |-0682| 0.043 | -0.690 | 0.044
1/y @3 ga | 1122 | 1130 | 1.060 | 1.063 | 1.020 | 1.017 | -0590 | 0.122 [-0.645| 0.061 |-0.678 | 0.045
logy 9@ Ba | 2609 | 1404 | 1.768 | 1.374 | 1.230 | 1.198 | -0.347 | 0.358 | -0.479 | 0.224 |-0602| 0.099

<E 10: ¢= —0.5>
13 & 9% A

W B =0.7 @ =0.5 o =0.3 0.7 4 =105 =0.3
NTEE |3 | RE | WSF PREE| MSE | | mse | | wse | | wss

K] 1.000 | 1.000 | 1.000 | 1.000 | 1.000 | 1.000 |-0.497 | 0.042 |-0.498| 0.053 |-0.498 | 0.053
1/Vy asge | 1186 | 1.068 | 1.069 | 1.024 | 1.020 | 1.007 | -0.398| 0.060 | -0.452| 0.061 |-0.481 | 0.051
Vywa mga | 1029 | 1012 ] 1.010 | 0998 | 1.005 | 1002 | -0.488 | 0.042 | -0.494| 0.052 |-0.497 | 0.053
1/y @3 ga | 1065 | 1.013 | 1.028 | 1.013 | 1.008 | 1.003 | -0.452 | 0.048 |-0.478| 0.053 |-0.491| 0.051
logy 93 ®1a | 1672 | 1.089 | 1.269 | 1.023 | 1.089 | 1.024 | -0.318 | 0.058 |-0.392| 0.111 | -0.458 | 0.058

<E 11: ¢=0.5>
13 d& A

W o5 =0.7 @ =05 o =0.3 o = 0.7 o =10.75 o =10.3
SRR | MSE |MPEE | MRF PREE ME | 9 [wse | 3 |wse | 3 |

ag 1.000 | 1.000 | 1.000 | 1.000 | 1.000 | 1.000 | 0.487 | 0.056 | 0490 | 0.054 | 0.486 | 0.055
1/Vy @gga | 1114 {0936 | 1.040 | 0.986 | 1.020 | 0.998 | 0.441 | 0.084 | D471 | 0.062 | 0.479 | 0.058
vy g ga | 1025 | 0995 | 1014 | 1003 | 1.004 | 0.999 | 0.484 | 0057 | 0483 | 0.061 | 0485 | 0.055
1/y HE wWe | 1042 | 0971 | 1.012 | 1.000 | 1.008 | 1.000 | 0.468 | 0.065 | 0482 | 0.057 | 0483 | 0.06
logy 918 Ba | 1422 | 0916 | 1.203 | 0.99 | 1.061 | 0.992 | 0.407 | 0115 | 0.446 | 0078 | 0471 | 0.062
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<E12: ¢ =10.7>

A ¥ 3 3
! =07 ¢ =05 ¢ =0.3 & =0.7 & =0.5 o =0.3
MSPE | MSE | MSPE | MSE |MSPE( MSE s -
W |we | Ag | WG |We | Ag | @ | MSE| 9 | MSE | G | MSE
ik 1.000 | 1.000 | 1.000 | 1.000 | 1.000 [ 1.000 | 0.658 | 0.045 | 0.685 | 0.046 | 0.686 | 0.045

1Vywgme | 1174 | 1611 | 1072 | 0985 | 1.046 | 1.004 | 0612 | 0.102 | 0.656 | 0.060 | 0677 | 0.050

\/_y wg ge | 1.036 | 1.000 | 1.014 | 099 | 1.003 | 0.997 | 0.681 | 0.047 | 0682 | 0.047 | 0685 | 0.045

1/y ®g o | 1.040 | 0976 | 1.028 | 0992 | 1.009 | 1.004 | 0.656 | 0.065 | 0.673 | 0.050 | 0.682 | 0.047

logy 93 e | 1726 (0943 | 1254 | 1.258 | 1.062 [ 1.005 | 0573 | 0.184 | 0625 | 0.090 [ 0.663 | 0.057

< 8Ad AAEE A AAER vt F Fo Wy Eott Fo A|A Eo)
A Ag By Ad T AT AR Yoz 4 Juh B =FAE ARD)
FES AFBgg. AEHoT H

= of Wo] A FgE "R A Fe Az Y

Blgton olg3 Ad: HE YL AASEY B2 22S F 4 dowd JLAT
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