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EE 325 Answer HW 2 (Additional Questions highlighted in blue) 

 

1. In Table 1.a. 
iX is total microeconomics exam point (total points are 100) and 

iY  is GPA of each student.  

Table 1.a 

 

Student 
iY  

iX  

1 2.8 63 

2 3.4 72 

3 3 78 

4 3.5 81 

5 3.6 87 

6 3.0 75 

7 2.7 75 

8 3.7 90 

1.1 Now consider the two-variable model
0 1i i iY X u = + + , 

2(0, )iu NIID   Use OLS to find the estimator of 
0 1and  . Interpret the 

regression. 
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( )0 1
ˆ ˆ 3.2125 0.0341 77.625 0.5681Y X = − = − =

 
Interpretation: 

When total microeconomics exam point is equal to zero, student’s GPA is 0.5681. 

When total microeconomics exam point increase 1 point, student’s GPA increases 

approximately 0.0341. 

 

1.2 Find ˆ ˆ
i iY and u  and show that 
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1.3 Find 0 1
ˆ ˆˆvar( ), var( ), var( )iu and   
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1.4 Test the hypothesis that total microeconomics exam point has no influence 

on GPA at 5% =  
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Reject the null hypothesis. Total microeconomics exam point has influence on GPA at 

5% =  

 

 

1.5 What percentage of the total variation in Y explained by the regression 

model?  
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The total variation in Y explained by the regression model is 57.74%.

 

 

2. Data is listed in the table 

 

 

 

 

 

 

 

 

 

 

 

 

 

2.1 From the simple regression model 2

0 1 , (0, )i i i iY X u u NIID  = + +  Find 

estimators of  
0 and 1  from the OLS method and interpret the meaning. 

iX  
iY  

10 0 

12 2 

14 5 

16 6 

18 7 

22 10 

24 10 

26 15 

28 16 

30 20 
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0 2
ˆ ˆ 8.8091Y X = − = −

 

2.2 Find the value of ˆ
iY and ˆ

iu . Show that ˆ 0iu   

2.3 Plot graph and draw regression line. Does the line pass ( , )X Y ? 

20, 9.1X Y= =  

2.4 If 16iX = , what is the predicted Y?  

8.8091 0.8955(16) 5.5189iY = − + =  

2.5 Find ˆvar( )iu , 0 1
ˆ ˆvar( ), var( )   
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3. Given Y is wages per hour ($), X is year of schooling (years) from a sample of 

528 observations  
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3.1 Test the hypothesis that year of schooling has a positive influence on 

wages per hour at 1% =  
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Reject the null hypothesis. Year of schooling has a positive influence on 

wages per hour at 1% =  

 

3.2 Interpret the regression. 

2 0.6416 =   
 

When year of schooling increases 1 year, wages per hour ($) will increase 

approximately $ 0.6416. 

 

3.3 If Miss Lily has 8 years of schooling, what is the predicted average on 

wages per hour ($)? 

 

( )8 5.8765 USD/hr.E Y X = =
 

 

 

 

  
 


