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H0: yt =a0 +y t-1 +µ 1 Dp + µ2Dl +�t  

Where Dp =1 for t=τ +1, and 0 otherwise and Dl  =1 for t 

> τ , and 0 otherwise. The structural break is assumed to 

have occurred at τ. The appropriate alternative hypothesis 

in this case is, 

A0:  yt =a0 + a1t + µ2  Dl + µ3Dt*t +�t        -------(ii) 

Where Dt = t - τ for t > τ, and 0 otherwise. In other words, 

the alternative hypothesis is that series is stationary 

around the trend, and the slope and intercept of the trend 

line change at t= τ +1. 
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