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( I 1 Yes
,

violate the assumption of homoskedascity
(Ii ) NO

,
it just requires the coefficient not to be 7

.

(iii) Yes
,
Violate the 4th assumption E Cui x ) -- O if the omitted variable

is correlated with the independent variables in the model .

( i ) gtfo ! 133=0
( Ii ) The proportionate effect on satang = o . ooo24 (so, = o.o ,

2=1.2%133> 0 Therefore
,
a 50 point centeris paribus increase in ros is predicted to increase

salary by 1.2 t .

Ciii ) Ho : 133=0 significant level lot . = 0.1 .

'

.
we cannot reject Ho at lot. significant level

Ha : 13370 d. f = 209 - 3 - 1--205>30 use Z-score

tori = 1.282

teal = stiff, = 8%0%4=0.44 0.444.282 o#¥m,

Based on this sample , the estimated ros coefficient appears to be
different from Zero only because of samplingvariation .

However
,
if ros is very

correlated with the other explanatory variables than omitting it from the regression
may still bias the estimates . We can see that the other explanatory variables
are still very significant even with ros included in the regression , which provides
evidence against this .



Ho : Bz= - B ,

Ha : Bat -13 ,

DVote A = B, O log C Expend A> .

.

. B. 1100 is the centeris paribas
= ( B, 1100)(too x blog ( Expand A)) percentage point change ofvote

x ( B, 1100 ) [ % blog ( Expand A)) received when campaign expenditure

by candidate A increases by 1 percent

rewrite hypothesis f , =D, + Bz⇒ Hoi Qi- O Ha: Q,
to

rearrange vote A = Bot 010g( Expend A) +132 [log ( ExpendB) - log( Expend A)
+ Bzprtystra

when estimate equation we obtain B , a -.532
Sec 15,720.533

then teal =

y - 7 .

'

.
cannot reject Ho 132=-13,

regression model in usual form :

vote A = 245.1 > to .
08 log ( Expend A) - 6- 62 log (ExpendB)

( 11.48) (15.92) ( - 17.46)

+ 0.152 CprtystrA)
( 2.45)

( i ) Ho : 132=133

( Ii ) d is insignificant at a 95% confidence interval
,

Thus we can't reject Ho . We can conclude that one

additional year of general workforce experience has the

same effect on log ( wage) as another year.



2017 Observations

B , can be interpret as a $1,000 increase in income corresponds
to a $799 increase in net financial wealth . We interpret Bz as a 1 year increase

in age corresponds to a $842 increase in net financial wealth .

Be -43.04
This is an individual 's net financial Neath when their income is $0

and their age is o . In other word, a net financial wealth of new
born babies .

t -statistic = CO .843 - 110.092) X - 1.71

Against the one -sided alternative H ,
: 13221

.

'

. reject the null hypothesis at the end at the St . significance
level but not at the it. Sig level .

We get an estimate of B, = 0.821 which is not very different from
the estimate of 0.799 in the last regression .

Since this is an omitted

variable question we need to know the correlated between age and income,
which we find to be only 0.039. This explains why the coefficient does not change.


