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Spurious Correlations for Stationary
Ar(1l) Processes

By Christos Agiakloglou

Spurious correlations occur when two independent time series are
found to be correlated according to the typical statistical procedure
of testing the null hypothesis of zero correlation in the population.
This study, using a Monte Carlo analysis, examines the spurious
correlation phenomenon for two independent stationary AR(1)
processes and it finds that the source of this behavior is in the
distribution of the relevant t statistic.

However, using the variance of the sample correlation coefficient
of two independent stationary AR(1) processes, suggested by
Bartlett (1935), this study finds no evidence of spurious
correlations for moderate and large sample sizes.
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