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There are 10 Figures. Only the �rst four �gures are included in the paper for the space

consideration.

1. Figure 1: n = 100, W = I and �1 = �2 = � � � = �q = �.

2. Figure 2: n = 100, W =
�
V̂1 � V̂0

��1
and �1 = �2 = � � � = �q = �.

3. Figure 3: n = 200, W = I and �1 = �2 = � � � = �q = �.

4. Figure 4: n = 200, W =
�
V̂1 � V̂0

��1
and �1 = �2 = � � � = �q = �.

5. Figure 5: n = 100, W = I and �1 = �, �2 = � � � = �q = 0.

6. Figure 6: n = 100, W =
�
V̂1 � V̂0

��1
and �1 = �, �2 = � � � = �q = 0.

7. Figure 7: n = 200, W = I and �1 = �, �2 = � � � = �q = 0.

8. Figure 8: n = 200, W =
�
V̂1 � V̂0

��1
and �1 = �, �2 = � � � = �q = 0.
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There are two additional �gures. Figure 9 and Figure 10 replicate Hansen (2016) monte

carlo results with some larger values of q.

9. Figure 9: n = 100, W = I and �1 = �2 = � � � = �q = �.

10. Figure 10: n = 100, W =
�
V̂1 � V̂0

��1
and �1 = �2 = � � � = �q = �.

In each �gure, there are 12 sub�gures. Sub�gures 1 and 2 are the case q = 1: Sub�gures

3 and 4 are the case q = 2: Sub�gures 5 and 6 are the case q = 3: Sub�gures 7 and 8 are

the case q = 5: Sub�gures 9 and 10 are the case q = 10: Sub�gures 11 and 12 are the case

q = 20: The sub�gures with odd numbers are the case R2 = 0:1: The sub�gures with even

numbers are the case R2 = 0:4:
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Figure 1: n = 100, W = I
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Figure 1: n = 100, W = I
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Figure 1: n = 100, W = I
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2.4 : q = 2, R2= 0.4

Figure 2: n = 100, W =
(
V̂1 − V̂0

)−1
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Figure 2: n = 100, W =
(
V̂1 − V̂0

)−1
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3.4 : q = 2, R2= 0.4

Figure 3: n = 200, W = I
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Figure 3: n = 200, W = I
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Figure 3: n = 200, W = I
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Figure 4: n = 200, W =
(
V̂1 − V̂0

)−1
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(
V̂1 − V̂0

)−1
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5.4 : q = 2, R2= 0.4

Figure 5: n = 100, W = I, ρ1 = ρ and ρ2 = · · · = ρq = 0.
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Figure 5: n = 100, W = I, ρ1 = ρ and ρ2 = · · · = ρq = 0.
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Figure 5: n = 100, W = I, ρ1 = ρ and ρ2 = · · · = ρq = 0.
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6.4 : q = 2, R2= 0.4

Figure 6: n = 100, W =
(
V̂1 − V̂0

)−1
, ρ1 = ρ and ρ2 = · · · = ρq = 0.
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Figure 6: n = 100, W =
(
V̂1 − V̂0

)−1
, ρ1 = ρ and ρ2 = · · · = ρq = 0.
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Figure 7: n = 200, W = I, ρ1 = ρ and ρ2 = · · · = ρq = 0.
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Figure 7: n = 200, W = I, ρ1 = ρ and ρ2 = · · · = ρq = 0.
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Figure 7: n = 200, W = I, ρ1 = ρ and ρ2 = · · · = ρq = 0.
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Figure 8: n = 200, W =
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V̂1 − V̂0

)−1
, ρ1 = ρ and ρ2 = · · · = ρq = 0.
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Figure 9: n = 100, W = I
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