
Assignment③

① which of the following can cause the usual out statistics to be invalid

AI Heteroskedasti city - um assumptions
omitting an important explanatory variable - MLR assumptions

@ toglialaryl = pot pi log (sales) thro e t p gros tu ro e : return on equity
ros : return on the firm 's stock

it state null hypothesis ,
ros has no effect on CEO salary

And Ho : p , = o

Ha : ps 70
in using the data in CEOSALI

,
the following equation was obtained by OLS

togayl -

- 9.32 to. 18 log (sales I -10.0174 root o . ooo zeros
10.321 10.0351 ( o . 00411 10.00054 )

h = 209
,
Rt : 0.183

Oy what percentage is salary predicted to r if ros r ly s- o points ? Does ros have a practically large effect on salary ?
And sultry -

- O . 000241501 : 0.012 or 1.2
'

l .

A to point cetera's parishes increase in rod is predicted to increase salary by only t.li.
Rod have a partially very small effect on salary .

iii) Hypothesis , ros has no effect on salary against the alternative that rod has ① effect . ai O . I

ATI t -

-p -

- 0.00022
d. e ( pi ) 0.00054

i O . 44

using af =D and a
-

- o . I t 1.282 from the table

.

'

.
we fail to reject Ho at the lot. significance level

iv ) would you include res in a final model explaining LEO compensation in terms of firm performance ?

And from the problem above
,
the estimated rod coefficient has all the earmarks of being hot the same as zero

due to sampling variation . However
, including ros may not be causing any damage ; it relies upon how

correlated it is with the other independent variables
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④ il log ( wage) i put pi educt pact per -1ps tenure tu
Ho : peeps

in

a is insignificant at 95% of confidence interval
,
we fail to reject the hull hypothesis .

Therefore , one additional year of general workforce experience has the same effect on log twoget at another year.

④ it

There are 2017 observations left .

in

DI
DL
pi

we interpret ph as a 1000 thousand dollar increase in income corresponds to a 8799 increase in net

financial wealth .

we interpret ph as a 1 year increase in age corresponds to a 8842 increase in net financial wealth .

iii ) pi : - es . or

this is an individual 's net financial wealth when their income is 80 and their age is 0

It is the net financial wealth of newborn babies which we are not interested in
.

in Ho : pi : I

Ha : P2 l l at a : O . I

t : 0.81g = - 1.71
0.092

P - valve is P l l c - 1.711 I O.tl
6104640575

we fails to reject the hull hypothesis.
A- pass am v .



"

p
'

, i 0.821 that is not different from 0.794 from the previous regression .

So
,
the coefficient does not change much .

④

it pi -

- 6.083

if campaign expenditure by candidate A increase a unit ,
the percentage of vote

received by candidate A will increase approximately 6.083

ii ) Ho : pi -

-

- pi
: tyga :

;

Pupi :O

Hq : PL t - p , pit pi to

iii ) vote A = 45.07893 -16 . 083316 log ( expend Al - 6.615417109 let Pend 01 to . 1519574 prtystr A t U

A 's expenditure had a positive effect on vote A but O 's expenditure has a negative effect on vote A
.

So
,
we can 't use these results to test the hypothesis in previous part .

iv ) Ho : pi = - pi ,
Ho : pit pi : o

Ha : P2 F - pi ,
Ha i pl t pi to

t :lphtp
d. e. ( pitpit

let En -
- pit pin e Ho : on : o

Ha i fi to

t -

-o
i.e. ceil

rearrange In -
- pitpi to pi : oi - pi or pi

-
- o , - pi

vote A = pot pi log ( expend Al t P2 log let peridot t Ps prtystr A tu
= pot fi - P2 log let pend Alt P2 log ( expend 01 t psprtystr A t u
= pot on log ( expend Al - pl log leapend At tpzloglexpbnd 01 tpsprtyttr A t y
'
- pot on log ( expend Al - pl [Minded) ) t p's prtystr A tu

new O
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f-HI

⇒eat a
-
- or 005

Yet
a -

- 0.005

"

7 I

t -

- In - O

j.e.gg
i - 0.13210€

U .
53301588

=
- O . 99857

X - I

P - valve : 0.1587 7 0 . 005

n we fail to reject the null hypothesis because p- value ( v. 15871 is greater than the

significant level co .
0051

So
,
it. increase in A

'

expenditure is offset by it. increase in o 's expenditure

A- possum
V

.
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