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Be = I- B:-X = 21.03 - L - 0.1585 )( 12.20) = 22 - 9637

132 -- Eyizei
=

- 174.20
= - 0.1585

{Ri
'

1098.8

- Meaning of Bz
,
when X increases by e on average Y will decrease by 0.1585

- meaning of pie
,
when X is zero Y equals to 22.9637

^ 2 This means that about 1.11 ok
r
'

= 1 -

Eui
= I - 873.14 = 0.0111

{ Yi
'

882.97 of variations in Y can be

explained by variations in X .

'Ii = Be tpzxi
,
Xi = 5

This means that when xi :S
,

the corresponding conditional
if; = 22.9637 t L - 0.1585315) = 22.1772

mean value of Y is 22.1712



var (Ui ) = I ' = Etui
'

= 873.14
= 31.1835

n - K 30 - 2

var (Bz ) = 6
"

= 31.1835
= 0.0283

Ex ?' 1098-8

Var ( B1 ) = EX !
. 62 = 5564

- 31.1835
= 5.2634

n2x'i ( 30111098.8)

step 1 : state the hypothesis

Ho
'

. Be
.

= O Ho ! Bz = O

Ha : Be F O Ha
'

. Be to

step 2 : calculate test statistics

+ cut = Bt - Bt
= 22.9637 - O

= 10.0094 tea, = 13^2 - Bz =
- 0.1585 - O = - 0.9421ore

. EE -6/3^2 0.0283

step 3 : state the decision rule

L = 0.05
,
n - K = 30 - 2 = 28

I

1

The lower bound = - the =
- to.ozg

,
zz

= - 2.048
"

z 1

The upper bound = ta !
I

=

to.ozs.es i
2-048 10.0094

I t '

^ 0 lies beyond

-0.9421 lies within the upper
step 4 ! conclude the test

any boundary bound

+ Cal = 10.0094 > upper bound teal = - o . -4421
,
which is in the acceptance region

we can reject the null hypothesis
,

we cannot reject the null hypothesis
,

at the significant level of 95010 at the significant level of us to



step i. : state the hypothesis

Ho : Be
.

70 Ho ! 13270

Ha
'

. Be
.

L 1
Ha : Bz L O

step 2 : calculate test statistics

+ cat = Be - Be
= 22.9637 - O = 10.0094 tea, = BI - Bz =

- 0.1585 - O = - 0.9421
spin

.

sto -6/3^2 0.0283

steps : state the decision rule
l

l

l

L = 0.01
,
h - K = 30 - 2 = 28 '

0.01 I 0 . 99
I

/
Lower bound ⇒ - ta = - 2.467 ¥ ! ! I
#

-2.467 0 to -0094

Step 4 : conclude the test
-
- o - 9421

+ cat > lower bound
,
we fail to reject Ho at 0.01 level of significance.

Be
.

and Be are not less than Zero .



pie
.

B:

Yes
,
it does because as the sign of 152 is negative it means that the older of the car

,

the cheaper of it . Since the buyer expects the less use of the car and they would

pay less for the older car
.

Predict it at X = 5
,

find 9540 CT
.
for E ( Yolx . ) = 5

I = pie - B: Xi
'I = 7836 - 502.4 ( 5) = 5324

Var ( 'Io ) = 6
'

ft + { If }! ) = 212,877 fat, t (Jj!
"

I = 35582.5345

Pf 'd - ( tq.by . ) E E ( Yoko is ) Eliot It ; . 6%11=1 - a

P 15324 - (2.262×35582.5345) E E ( Yo I Xo = 5) I 5324 t ( 2.262×35582.534511=0.95

P f - 75163.6930 E E ( 'lol Xo = 5) E 85811.69301=0.95

⇒ The 95 of confidence interval for market price of a 5 years old car

is within C - 75163.6930
,
85811.6930 )

.



Data scaling ! The original SRF j 'Ii = 7836 - 502
-
4h

'

y = usp
,

a = a year

(52 ) ( 411.8 )

If we multiply all the X with 10
,
we will get

it ; = 7836 - 50.24 Xi
y = us D

,
a = 0.1 Year

152 ) ( 41.18 )

X '- to ; Y' i = B'
'

a
.

- B:X i ⇒ 'Ii = 7836 - 502.4110 )

I 2812

Elasticity = day ( q )
= -

13,1¥
,
) = - 502.4 (

z
) = - 1.79

doe

we can say that for 14. increases of the car 's age from 10 years,

there will be 1.79 yo decrease in its market price .


