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Chapter 3 gives a review of the methodology followed y the study with referen

objectives outlined in Chapter 1.
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3.7 Diagnostic Testing

In this section the best model was subjected to a battery of diagnostic tests. TI assu  tions
associated with the residuals of the error term of the models were as ised for
autocorrelation using covariance matrix and stability cumulative sum (CUSUM) res; ve

Positive results from is section might imply that the model(s) is/are good anc used

for further analysis.
3.7.1CUSUM Test

In this study the CUSUM test was used to test the stability of the model inthere; s . e

CUSUM test was used as follows:
C=X1%—T. 3.34]
The appropriate hypotheses state as:

Ho: The model is not stable
Ha: The model is stable

The CUSUM test is classi :d into three limits, :center line, the upper control limit and the
lower control limit defined as follows:
Upper control limit

C;t =max[0,X; — (T+K)+ Ci—1" | 35]
Lower Control Limit

C;” =max[0,(T+K)—X; +Ci—1 ] [3.36]

If the line goes beyond any of the limits, the model is de. 1ired unstable.
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