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a) From regression model: Y, = g, + B, X, +u,, u, ~ NHD(O,O‘Z) (normally, identically and

independently distributed), find the estimators of S, and f, with OLS method and explain the
meaning of the model.
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b) Find 7 and explain its meaning.
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¢) If X, =35, estimate the value of Y; and explain its meaning.
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d) Find the estimators of Var(ui), Var( ,81) and Var( ﬁz)
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e) Test the hypothesis whether coefficients are different from zero at 0.05 level of significance.
Slep § ¢ State the b\‘l pothesis

Ha.'B{:o HOI-F-,_:O

Ho' B # 0 Mo 1B $0
Step 2+ calcwlate test stadisdics

*[ck\ : Fi_Ei T 722.9637 - O

g - = 1000‘1’-‘- " @l = ?z - Bz - - 04545 -0 = S D444
Bt I5.1634 SE, [0.0243
step 2 stake the decision vule
oL = 0.0S ) n-K = 30-1:25
Twe lowey bownmd = 'hi; = '*0.015) 29 - "LoOWg
The wpper bouwnA e '
P 10.015,15 T 043 ///; . o L0009
-7.044 ]“ o 204 lics beyand
041y lies  witain the Upec
Shp G tonclwde e fest
any kNV\JvAI\’ bound
Yeal = 10.009¢ > wpper vouwnd \(,A\ = -0%U, waich is jn dhe qchﬁow\cz region
we con Ye, Me ol hypolhesi :
eyecy W hypothesis We cannot veject Yme wall \'\‘]P"J‘\"““s,

ot e significand \evel o€ 5 ofs ak e Syniticont  lovel of |
) \ [>) qs e



f) Test the hypothesis whether coefficients are less than zero at 0.01 level of significance.
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2. Given that Y is market price of a car (USD) while X is how long a car aged (years), results of the
regression are as follows. . A
By B

Y; = 7,836 — 502.4X;
(52) (411.8)

Given that U; is normally, identically and independently distributed with zero mean and 02 variance,
total number of observations is 11,

X =745,

0° = 212,877,

Y(X; — X)? =78.73,

a) Does the sign of 5, make economic sense? Provide your explanation.
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b) If you are a car expert and someone asks you to estimate how much his car will be averagely
priced at when his car is 5 years old, how much is the market price range that you would estimate
that you can make sure that for 95% of the time, market price will be within the specific range?
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¢) If you multiply all the X with 10, report the new SRF with the standard error resulted from the
multiplication.
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d) Calculate the elasticity of market price when a car is 10 years old.
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