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Installing the Files

The GVAR program works under Microsoft Windows. It features an
interface based on Microsoft Excel, and it relies on a set of MATLAB
routines for execution.

Download the GVAR Toolbox2.0 August2014.zip file here and
unzip it in your working directory.

See the GVAR User Guide for a description of the files and subfolders
in the GVAR Toolbox2.0 folder.

We will be using mostly two files for the GVAR analysis:

(1) gvar.m: the MATLAB script file which contains all the functions
needed for the analysis.

(2) the Excel file containing the data and a number of predefined
settings and specifications. We will use gvarFullDemo.xls for session.
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https://sites.google.com/site/gvarmodelling/gvar-toolbox


Rules and Limitations

Labelling Rules: There is a set of conventions for the labels entered
in the gvarFullDemo.xls interface. These are summarized as follows:

Notes: aThe country name and country short name can be the same, as long as
they are in upper case and lower case, respectively. bThe variable short names
could also be in upper case format, for example DP, or in a combination of upper
and lower case, for example Dp, however lower case is recommended.
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Rules and Limitations

Size limitations: The table below summarizes the maximum number
of individual models, as well as the maximum number of domestic,
foreign and global variables, permitted in the current version of the
program.

4 / 16



Rules and Limitations

cN denotes the number of columns per worksheet permitted by your
version of Excel. In each worksheet for the variables, one column is
required for the date field. Thus, you can only have up to N − 1
individuals models

dThese are capped based on the design of the interface file

eThis includes any global variable(s) treated as domestic

fThis includes all foreign-specific and any global variable(s) treated as
weakly exogenous

gThe critical values provided for the cointegration tests only cover a
matrix of 12 domestic by 8 weakly exogenous variables
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Initial Inputs and Data

Defining the countries, regions and variables

Open gvarFullDemo.xls (This is a demo file that already contains
the data and a number of predefined settings and specfications).

Go to the MAIN interface worksheet.

In the GVAR SETUP section, the columns Countries, Regions, and
Variables show how the country, region, and variable names should
be entered.
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Initial Inputs and Data
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Initial Inputs and Data

Importing the data

Each variable (country-specific and global) defined in the Variables
column in the GVAR SETUP section corresponds to a specific
worksheet with the exact same short name

This is where the data for that specific variable should go. In this
demo, the concerned worksheets are y, Dp, eq, ep, r, lr.

The next two images show how the data should be entered for the
country-specific variable y and the global variable poil.

8 / 16



Initial Inputs and Data
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Initial Inputs and Data
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Initial Inputs and Data

Defining regions is optional, but if you opt for creating one as in the
Regions column of the GVAR SETUP section, you need a set of
aggregation weights

In this demo, PPP GDP data are being used to construct the weights
for aggregating the Euro Area country variables into regional ones.

The PPP GDP data go into the weights aggr worksheet as below:
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Initial Inputs and Data
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Initial Inputs and Data

Next, we need to define the weight matrix for constructing the
foreign-specific variables. This demo uses trade weights

There are a few options for defining the trade weight matrix, each
allowing for both fixed and time-varying weights. Those include:

(1) using the program-built weight matrix option with the flows.xls
database and no other weight matrices,
(2) using the program-built weight matrix option but providing your
own cross-country flows data,
(3) constructing your own weight matrix and importing it from outside
the program

See the GVAR User Guide for more details on options available. For
this session, we will use the first option.
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Initial Inputs and Data

All we need is to make sure the flows.xls file is in the Flows folder
with that exact name, and leave the associated weight matrix
worksheet blank (the wmat1 worksheet in this case)

The GVAR program will use this file to construct the trade weights.
We will later specify whether we want fixed or time-varying weights

The image below shows how the flows.xls file should be structured
using the country codes (as defined in the Countries column of the
GVAR SETUP section) to identify countries.
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Initial Inputs and Data
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Next session:

The GVAR Toolbox: Model Specification
and Estimation
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