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A KOTE OK THE RELATIVE EFFICIENCY OF THE 

COCHWE-ORCUTT AYD OLS ESTIMATORS WHEN THE 
AUTOCORRELATION PROCESS HAS A FINITE PAST 

Daniel L .  Thornton 

Federal Reserve Bank of St. Louis 

This note shows that the ordinary least squares estimator 

of a first-order autoregressive model is always more efficient 

relative to the Cochrane-Orcutt estimator if the autocorrelation 

process has a finite past than if its past is infinite. This 

result cast doubt on the usual suggestion that it might be 

better to delete the initial observation rather than weight it 

if the autocorrelation process has a finite past. 

The views expressed here a re  those of the authors and do not 

necesszirily represent those of the Federal Reserve Bank of 

St. Louis or of the Board of Governors of the Federal Fieserve 

System. 




















