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Q1: Weferogkedasticity is one of the qssumption for MLR, and is used to find the OLS
estimafion. Without this , the bo, by, o yetc. will not e efficient [Var (UIX... X ) =62
Mso, the exp\qnq¥or¥ variakles should be included to make the OLS unbkiased , in order

h the error term. If our OLS has sample correlation coefficient of

To separote them wi
0.5 between 2 independent variakles, it does not wrong - Since it does not viplate any

MLR  assumption
Q2: W) NN hypothesis thot , after controlling for sales and roe,ros has no effect on (RO salary

2 “o'. F3 =0
The alternOtive thot better stock market perfprmance increase C€0’s salary
-7 Hq: Fa? 0
if ros increqse by So points is .00024(50) = .012.

() The proportionge offect of ros on salary
To e percentige eHect, we an jyst simply mu\’fiply it by 100 and we oet 1.2 /- Ros

ot the p ;
doec not hove & pracicaly large eftect on solory 4s a large chamge is RS gives Smal effect

on Sd\ary.
Gi) Wo: py =0 d=
Wo: p,20
nN=23 , df = n-k-1 =209-3 -1 205
> We cn use 2-toble 05 df. >30 # 2-B, -8, - 0.00004-0 -0.4444

se.B, 0.00054
rejectH,
H .
bages =02 | The 2-vilue does not fal into the rejection region.
A ¥ Does reject H, at .1 level of Significinee.
e S 705 hos no effect on salary 4
o 1™
4444

Gv) No, sine we dlready test that tos does nor have ny effect on salory ot -4 level of Significance,
eventhough if we odd, it will riise r2  buf it will worsen the voritnce. We only went to put

what really explained the model 4



@ VAR A = p, + p,log (expand A) + B, l0gCexpand B) + pypriystrA + i,

1) B,= ¢.08331¢ Mems 4h addnhonql increage in log(emnd A) wuld incregse vete A loy €.083316 unils.

“) “o‘ 915 -B‘\ R Pa‘\'P“:O
Hq = Pt Py y Patfy ¥0

i) Voke A = 4503393 + C.072216 log(expand A) - €. 615417 lagexpand B) + 01519534 pitystrA + @

. Ny expuﬂwe hos o positive effect on voke A. However, B's expenditure hos o negobure effect
) Vuhz A, c.we Cant uie these result b test.

iv) u.- But By =0

31*,\91 *0
i NN T S
rum 0 = Ej-é © g|+ﬁl-0 = =
’ SR.p; 5e.( 'é‘,+ £1) se.§

Suk in the equation ) a0 shA .
Vate A = g, + P 109 (eXPANAA) + f, log(expdn + By priysIvtA +
Vote N = P, + 26 -8,) lo LexPl\hd A‘l) + P2|0 (e rqhqm *fyp +y5{-|-A + L
z P, t Glog(exptmdm Py lo cequwclB + p3 r ei*r/\ + W
P + € l0g (expand A) - pzllog(equndm log(Qquv\dB)) t Py priystrA + 1

Do regression  00din

l\

-
t- 0.532101 = 099815 :
s.e. 0.5230%5% A _ .
voteA Coef.  std. Err. t Pt [95% Conf. Interval]
34’13 lexpenda 6.083316 38215 15.92  0.000 5.328914  6.837719 7
0 341'5 | lexpends | -6.615417 .3788203 -17.46 ©0.000  -7.363246 -5.867588
5 ~ prtystra -1519574  .@620181  2.45 0.e15 0295274 .2743873
| —cons | 45.87893  3.926305  11.48 ©0.000  37.32801  52.82985
i - o
.
« generate lukmai = lexpendB - lexpendA
« reg voteA lexpendA lukmai prtystrA
0%% 8'.5 %9 %15 { | Source ss dof s Number of obs = 173
B — F(3, 169) = 25.23
E Model | 38405.1097 3 12801.7632 Prob > F = 0.0000
1 % 3 Residual | 10052.1388 169 59.4801115 R-squared = 0.7926
0. 5 i Adj R-squared =  ©.7889
i Total | 48457.2486 172 281.728189  Root MSE = 7.7123
5 o 005 i voteA Coef. Std. Err. t P>t [95% Conf. Interval]
b3
“.““ : 3 | -.532101 .533e858  -1.00 ©.320  -1.584466  .5202638
— reJecf ~ lukmai | -6.615417 .3788203 -17.46 0.000  -7.363246 -5.867588 :
Q d’ prtystrA |  .1519574 .0620181  2.45 ©.015  .0295274  .2743873
re-' cons | 45.07893 3.926305  11.48 ©.600  37.32801  52.82985
0-1587%

S0, we do not reject Hy klc P-valye IS mire than 0.005 Csignificant level ) .
" Incvease in qn Addditimg| unit ip -By would cause an additionol neggtive value to P,y and vise verm



CGC) 1) log(w = Boapyeduc + p,e
Ho: f, = B,
from W = -8, =0
Ho: B, # -B, #0 A :
La = ) - * = e + 3 8 5 25.6953242 3 8.565::!96 E‘I{E?ESZ; i E
Coef. . Err. > [95% Conf. Int

SUb in euation , we et

= + P, exper + p,fenure + u

= * t urg +

s P + PoeduC + O exper + P, exper + f;1ehUre + U

L

= Bot pggdbg v ng'&v + p,z (gxper +tenure) + W

new V

tenure
4! r newv i
‘educ exper newV
Rt
- =
:mc exper newV : R
i ss df MS Number of obs = o3
I F(3, 931) = 56.9
d 25.6953242 3 8.56510806 Prob > F = e
Ji 139.960959 931 .150334005 R-squared = 0.
= Adj R-squared = 0.1
165.656283 934 .177362188 Root MSE = .38
Coef. std. Err. t  P|t|  [95% Conf. In
6748638  .0065124  11.50  0.000 .062083
[ 0.41 0.681  -.0073554
48 .0025872  5.17 0.000  .00829
 .1105282  49.73 0.000 5.
Ui o

fYQﬂ\ \'B = BJ pJ = 6"1
se. b 5.9
= £.0013533 - 0.41138 % 0.4
fz) 0.004334
A N
0-025 K X (

rejecy 0V~ .
— weject

0.249 , 0.3409
< RN~

Sine, P-vilwe of 0.41 = 0340 I5 qreater thaw anmﬁcun* leval of 57. 0.025). Therefare,
we can conclude hat we wil not ne\ed nill h\qul-hes:s cause P-value is not fall jwho
re \echon 9 ke0.




®

Obs Mean  std. pev. Min

2,017 13.59498 47.59058 -143.5 1134,

lbcrs\slm:l\lppoltl\Locn.l\'l’cq\s'mun_m.w'
nettfa inc age if fsize == 1

ss df M Number of obs

F(2, 2014)
544916.989 2 272458.495 Prob > F
4021048.06 2,014 1996.54819 R-squared

Adj R-squared
4565965.05 2,016 2264.86361 Root MSE

Coef. Std. Err. t P>|t|

.8597307 13.38 0.000
.0920169 9.16 0.000

4.080393 -10.55 0.000

1) 2013
u) Bq medhs a MMm_cmm nn incame (qrrespands o $ 399 mcvffm
ne inc + i

total ﬁm\ncml wealih.

i) p, = -43.04 thej

~ finoncial  wealth  gf newlorn babjes

) tg g, g; =(0.803-1) = -9 3 .. The P-vQlue is P(T<-1.31) ¥ 0.044 - Hiom
0.092013 the table

12) . >

5T

evel mmﬁmM&gm&m&

P
o i\ /2

P

/ \ reject

0.05 -1+ 0.01

df

377482.064 1
4188482.98 2,015

| 4565965.05 2,016

Coef.  std. Err.

-8206815 2
-10.57095  2.060678

A

> we vill get coef of §,7 0.8206895 which is not so different frum f, = 0.9 in e

previus regression fn. Since there is an omitted variable in this vegression th. which we
found 1o "be 0,033. Thal's why the coetticient does mt charge “mych,




