
















either independently or jointly with a different number of rank.

One of the disadvantages of the method is that the testing procedure depends

upon the chosen ordering of the variables in VAR. Our Monte Carlo simulations

which allow the ordering to change randomly in each iterations show that the

method can select the correct rank.

Another disadvantage of the method is computing time. Computing time depends

upon the algorithm we choose for estimating the cointegrating vectors. In this paper

the Griddy-Gibbs sampler, which requires heavy computations, is chosen simply because

we do not need to assign an approximation function that is needed in Metropolis­

Hastings or importance sampling. However, it will not be a problem in the future

with much faster computers.

In this paper, a matrix-variate normal density for the cointegrating vector is

chosen as a prior. Instead, Jeffrey's or reference priors are also worth considering

as Kleibergen and Paap used for their cointegration analysis.
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