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Abstract: F-type statistics are constructed to test the null hypothesis of a unit root in LSTAR

framework; the corresponding limiting distributions are derived then. Compared with previous
literature, we relaxes constrains on coefficient parameters and location parameters in LSTAR
model, which is more applicable and flexible in realistic scenario. The Monte Carlo simulation in
finite samples show that F-type test has better power than ADF and t test by Liu Xueyan (2008) on
the whole. Finally, an empirical analysis on detecting the applicability of PPP theory for RMB real
exchange rate are made, which further underlines the usefulness and superiority of the F-type
testing in practice.
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