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ABSTRACT

High dimensiona] data often exhibit multicollinearity vhat affecrs stability of regression
coellicients. We propose a switching regression model with high dimensional predictors,
Eatimation is done through nonparametric principal components regression to mirigate both
the nunltimﬂlintaritp problem in high dimension and the sullering predictive abilicy in
principal components regression, Nonparametric estimation of the regression in each regime
will improve maodel fic thar will produce relizble measures of impact in the counterfacrual
analyses. Simulation studies supported our claim that indeed, a nonparametric principal
components switching regression maodel vields better predictive ability from the parametric
counterpart, The predictive ability of the model is also robust to the nature of swirch

{endogenous or exogenous } between the two regimes,
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