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INTRODUCTION  

 
There are many econometric packages available on the market 
nowadays. Nevertheless, they usually demand the analyst to 
employ considerable expertise, experience and attention to 
estimate a model and validate its results. Model Expert is 
different. 
 
Imagine an econometric application that is always one step 
ahead of you, testing possible flaws on the analysis and 
suggesting the best course of action at each stage of the 
process. Interactively. Trying thousands of possible variations of 
your work silently, reporting the most interesting findings in real 
time. Giving you freedom to explore your options with one click. 
Maximizing the leverage from your experience. Welcome to 
Model Expert. 
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1. INSTALLATION  

 
► INSTALLING THE SOFTWARE 

 
Model Expert does not need to be ‘installed’. You may invoke 
ModelExplorer.exe from wherever it is located (a floppy disk, 
inside a Zip file, your hard drive, a CDROM, etc.) It will be 
always ready to work. 
 
However, it is a good idea to put it on a folder on your hard 
drive, so you can find it easily. To do this, follow these two 
steps: 
 
1. Create a folder for Model Expert, using Windows Explorer. 

For instance, you may create C:\Program Files\Model 
Expert 

 

2. Copy the executable Model_Expert.exe into that folder. 
 
Now you can double click Model_Expert.exe and execute it for 
the first time. You may also create a shortcut on your desktop or 
Start menu in order to access it more easily. 
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► UNINSTALLING THE SOFTWARE 

 

If you want to ‘uninstall’ Model Expert, just delete 
Model_Expert.exe. If you have created a Model Expert folder, 
remove it too. 
 
There is no need of using the ‘Add/Remove Software’ from the 
Control Panel. 

 
 

2. THE BASICS  

 
► RUNNING THE PROGRAM 

When running the evaluation version of Model Expert it is likely 
that a window will pop-up reminding you to register the product. 
If you do not want to register, just wait until the progress bar is 
full and press OK. The registered and evaluation versions of the 
program only differ in the presence of this introductory window. 
 
If you want to register the software, please refer to section 5 for 
further instructions. 
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► THE MAIN WINDOW 

The main window of Model Expert shows six main buttons, one 
for each program module. Only the first two modules are 
currently implemented. 
 
This is a picture of the main screen: 
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3. THE DATA MANAGER  

 

► OVERVIEW 

The Data Manger module allows you to import information from 
other applications and save your data to a proprietory file 
format. 
 
This module also helps you having a closer look at your 
information, analyzing basic trends, bivariate relations, multi-
collinearity, stationarity and cointegration. 
 
This is a picture of the Data Manager screen: 
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► IMPORTING DATA 

 

To import data from a spreadsheet, just put your information 
using the following structure: 
 
ROWS: Data observations 
COLUMNS: Variables 
 
The first row indicates the variable name. Do not include dates 
as the first column, observations are assumed to be uniformly 
spaced time series. 
 
Copy that information matrix from your spreadsheet and press 
the “Paste data with titles” button on Model Expert. 
 
 
► EXPORTING DATA 

To export all recorded information to a spreadsheet, press the 
“Copy data to clipboard” button. 
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4. BROWSING DATA  

 
► SPREADSHEET VIEW 

This window will allow you to check the imported data. 
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► SERIES DESCRIPTIONS 

You may attach a long description to clearify the contents of 
each series. This information is saved if you use the MX format 
file. 
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► STATISTICS SUMMARY 

The statistics summary presents general statistical indicators 
calculated for each data series. 
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► CORRELATION MATRIX 

The pairwise correlation matrix is shaded for you convenience. 
Values higher than 0.8 in absolte values appear in red. 
 
Remember that this matrix is symmetrical. 
 

 

 
 



 
 

Model Expert - Prototype version – User’s Guide 11 

 
 

 
► HISTOGRAM AND STATS 

This window allows you to take a quick look at the frequency 
distribution of values in each data series. 
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► GRAPH SERIES 

The graph series window draws a time-series graph of each 
data series. 
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5. BIVARIATE ANALYSIS  

 
Bivariate analysis may provide important insights on the internal 
relationships between data series. 
 
Use this module to generate XY scatter plots of two variables, 
applying different transformations or combinations of them: 
 

• Logarithms, differences 

• Powers 

• Lags 
 
► MANUAL ANALYSIS 

 
By manually specifying the transformations, you can create the 
graph you need. Check the correlation value at the bottom left to 
have a notion of the degree of linear association between the 
data series. 
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► AUTOMATIC ANALYSIS 

If you activate the checkmarks to the right of each parameter, 
the system will test all possible combinations and report the best 
alternative to maximize the correlation between the transformed 
variables. 
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6. DATA REDUCTION  

 
With this tool you will be able to detect high correlations among 
variables and, if appropriate, remove redundant series from the 
data file. 
 
The Principal Components Extraction section is not enabled yet. 
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7. STATIONARITY  

 
 

One of the most common problems found when modeling a data 
series is the presence of unit-roots. Use the stationarity tool to 
quickly detect non-stationary series and generate stationary 
transformations in one quick process. 
 
When you enter this window, it will show the list of all data 
series and, in red, the ones that are not stationary. 
 
To detect if a series is not stationary, the program runs an 
Augmented Dickey-Fuller (ADF) test. If you check the option on 
the rightmost section, the number of lags in the test will be 
optimized using the Schwarz criterion. Remember that a low 
ADF value suggests the presence of a unit root. 
 
To make a non-stationary series stationary (i.e. remove the unit 
root), use one of the possible “pre-cleaning equations” shown 
below when you click a variable on the topmost list. The 
simplest of these equations is just a trivial regression of the 
series and a constant (.C). More sophisticated pre-cleaning 
equations include: 
 

� Differences of one period (Delta) or twelve periods 
(Delta12) 

� Linear trends (.T) 
� Second-degree trends (.T2) 
� Third-degree trends (.T3) 
� Breakpoint dummy variables of level (.Dx) on a 

specific observation (x) 
� Trend breakpoint dummy variables (.Qx) on a specific 

observation (x), and 
� Seasonal removal variables (.Sn) of different 

frequencies (n). 
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Review the pre-cleaning equations. They are sorted in such a 
way that the first one should have the best ADF test for the 
residuals (the residual is the stationarized original series). 
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It may be advisable to enable the testing of breakpoints in order 
to produce a more stable residual behavior. 
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Once you have picked the pre-cleaning equation of your choice, 
just press the “Generate stationary series” to create a new 
residual series based on that equation. 
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8. COINTEGRATION  

 
 

Use the next screen to analyze cointegration between series. 
On the top list each series will be labeled as stationary or non-
stationary. If a non-stationary series can be regressed with 
another non-stationary series and produce a stationary residual, 
then you have a basic cointegration equation. 
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9. INTERACTIVE MODELLING  

 
The interactive modeling module makes it very easy to optimize 
the structure of an Ordinary Least Squares regression model. 
 
First of all, select one variable as the dependent (explained) 
series. 

 

 
 

Then, press the estimate button. If you would like to manually 
add independent variables of change the sample, you can do 
that using the ‘Model structure’ panel. Nevertheless, the 
interactive method that will be explained below is preferable. 
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When you enter the second tab, you will see a simplified model 
structure on the top (at this point with just a constant as the only 
independent variable). 
 
On the bottom left you will have the quick model appraisal 
panel. There you will find a summary of the main statistical 
indicators for the equation, a observed-fitted-residual graph 
(shown below) and a model evaluation panel. 
 
To the right, you will find the ranking of the best omitted 
variables. The first one will be the variable that, if added to the 
model, increases the R2 coefficient to the highest level, and so 
on. 
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Adding a variable from this list is as easy as right-clicking it and 
selecting the menu option. 
 
For each candidate variable, you will see to the right the 
estimated Beta, R2 and probability that it would have if added to 
the model. This will allow you to select variables even before 
adding them. 

 
 

 
 

Omitted level variables and breakpoint or seasonal dummies are 
presented on separate tabs. 
 
The asterisk to the left of some variables on the right panel 
indicates that there is a better omitted variable on the other tab 
(the Best Dummies tab on this example). 
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Look how easily we configure a model to reach a very nice R2 
and T-values for all variables. 
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Here you see a summary of the global statistics: 
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And the model evaluation window summarizes if there are 
econometrical problems: 
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The residual and forecast window gives you a more detailed 
look into these values and allow you to create data series from 
them. 
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The model evaluation contains a detailed view of the auto-
correlogram of the residual series. 
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Finally, the last tab gives you a text-version of the output, so you 
can copy and paste it to a word-processing application. 
 
Note the R2Marginal, which is the increase in R2 produced by 
the variable inclusion. 
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5. Registering  

 
 
Registering Model Expert is a very simple process. Once you 
register the program, you will be entitled to automatic 
registration of updated versions. 

To register, press the About button in the main window and then 
press the Register online button. 

 

You will a screen with a LINK, a 20-digits unique identifier and a 
space to introduce a registration code. 

 

 
 
 

Click on the link in order to visit the registration page. Enter your 
20 digits unique identifier into the corresponding box on the web 
page to order the product.  

 

Once your transaction is completed, you will receive a 
registration code of the form: 

RW-xxxxxxxxxxxxxxxxx 

Enter your registration code into the corresponding space into 
the Registration window of the software. After that, you will enter 
your name and organization to customize your copy of the 
program. 
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MORE SOFTWARE  

 

Other utilities by Rho-Works: 

http://www.rhoworks.com/software 

 

CONTACTING US  

 

You may get in contact with us via email to the following 
address: 

 

mail@rhoworks.com 

 


