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Please report problems, comments or bugs to: crojas@vt.edu.

There are two Matlab m-files. The first one “numerical example” reproduces the results of Table 9 and the Appendix reported in Epps and Singleton (1986).  This program reports a few calculation errors reported in the paper (lines 17 through 22 and line 42) and a computation detail regarding the variance-covariance matrix of the g(xim) matrices (lines 43 to 53).

If you are only interested in running the test, the m-file “es” contains a programmed function that will allow you to run the test without looking at any programming language. Here is what you need to do to run the test:
1. You need to have a working version of Matlab in your computer (older versions should work fine).

2. Download the es.m file into the folder in which you want to store it. I recommend you store this file where you have the data you will use for the test.

3. Create two .txt files (for example in excel and then saving it as a .txt file), each containing a column of data for each of the two samples.
4. Open Matlab. In the “Current Directory” window of Matlab click the browser button (…) and locate the folder where you saved the es.m and the .txt files. Click “Ok”. This tells Matlab where to look for files.

5. In the command window of Matlab type “load ggg.txt” and then “load hhh.txt” where ggg and hhh are the names you assigned to the text files in step 3. Make sure you don’t type the quotation marks “ ”. 

6. You will see that 2 matrix icons appeared in the “Workspace” window of Matlab with names ggg and hhh.
7. Type “es(ggg,hhh)” without the quotation marks and you should obtain the value of the Epps-Singleton statistic, the p-value and three critical values (10%, 5% and 1%) of the corresponding chi-squared distribution.
Technical Details:

This program adjusts the statistic with the small sample correction only if both samples have less than 25 observations. J (the number of expansion terms) is set equal to 2 and tau=0.4. T1 and T2 are normalized using a formula similar to the one for sigma hat provided in the appendix of the paper. As in the original paper, the variance-covariance matrix is computed using the biased formula that normalizes by Ti instead of Ti-1.
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