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ARMA Models

ARMA (p, q) Model
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ARMA Models

ARMA (p, q) Model

● Refer code example 2

https://www.kaggle.com/code/trongnghia7171/ar-ma-arma-models
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ARMA Models

ARMA (p, q) Model

The larger (less negative) → the 
better the pattern
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ARMA Models

ARMA (p, q) Model

Model selection criteria. Penalize 
multi-parameter models.

Pupose: Choose a model that fits 
the data well without being too 
complex.
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ARMA Models
Model Selection Criteria

Exercise 1: Review code example 2 and 
compare AR, MA, and ARMA models for 
these 4 criterions.

https://www.kaggle.com/code/trongnghia7171/ar-ma-arma-models
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ARMA Models
AR & MA coefficients

AR & MA coefficients

Testing on residuals
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ARMA Models
AR & MA coefficients

Variance of white noise
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ARMA Models
AR & MA coefficients

The value at time t is influenced by approximately 40% from the value 
at t-1.

Statistically significant (p-value = 0.000 < 0.05)
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ARMA Models
AR & MA coefficients

Errors from the past are still affecting the present.

Statistically significant (p-value = 0.012 < 0.05)
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Content

● ARMA Models
● ACF & PACF for Model Selection
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ACF & PACF for Model Selection

ACF & PACF
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ACF & PACF for Model Selection

ACF & PACF
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ACF & PACF for Model Selection

ACF & PACF
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ACF & PACF for Model Selection

ACF & PACF
High correlation (~0.8)

Gradually decrease

From Lag ≥ 3:
- All within the confidence interval
- Nearly = 0
=> PACF cut-off at lag 2 => AR(2)

No cut-off
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Thank you


