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Abstract

The endogenous two-break unit root test of Lumsdaine and Papell (1997) is derived assuming no
structural breaks under the null. Thus, rgection of the null does not necessarily imply rejection
of a unit root per se, but may imply rejection of a unit root without break. Similarly, the
aternative need not imply trend-stationarity with breaks, but may indicate a unit root with
breaks. In this paper, we propose an endogenous two-break LM unit root test that allows for
breaks under both the null and aternative hypotheses. An important feature of our test is that
rejection of the null unambiguously implies trend-stationarity.
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