
Example 1 
𝑌! = 𝛽" + 𝛽#𝑋! + 𝑢!  

Where  𝑌! = 𝑃𝑒𝑟𝑠𝑜𝑛𝑎𝑙	consumption	𝑒𝑥𝑝𝑒𝑛𝑑𝑖𝑡𝑢𝑟𝑒	(USD) 
𝑋! = G𝐷𝑃	(USD) 

 
Interpret:  
When GDP is zero USD, on average personal consumption expenditure is β" USD. 
When GDP increases by 1 USD, on average personal consumption expenditure increases by β# 
USD. 
 
Example 2 
 

𝑌! = 𝛽" + 𝛽#𝑋! + 𝑢!  
Where  𝑌! = W𝑎𝑔𝑒𝑠	(USD) 

𝑋! = E𝑑𝑢𝑐𝑎𝑡𝑖𝑜𝑛	(y𝑒𝑎𝑟𝑠) 
 
Interpret:  
When education is zero year, on average wages is β" USD. 
When education increases by 1 year, on average wages increases by β# USD. 
 
Exercise 1 

𝑌! = 𝛽" + 𝛽#𝑋! + 𝑢!  
Where  𝑌! = N𝑢𝑚𝑏𝑒𝑟	𝑜𝑓	𝑐𝑒𝑙𝑙	𝑝ℎ𝑜𝑛𝑒	𝑠𝑢𝑏𝑠𝑐𝑟𝑖𝑏𝑒𝑟𝑠	𝑝𝑒𝑟	100	𝑝𝑒𝑟𝑠𝑜𝑛𝑠	 

𝑋! = P𝑒𝑟	𝑐𝑎𝑝𝑖𝑡𝑎	𝑖𝑛𝑐𝑜𝑚𝑒	(y𝑒𝑎𝑟𝑠) 
 
Interpret: (Answers Chapter 3 Gujarati) 
_________________________________________________________________ 
_________________________________________________________________ 
_________________________________________________________________ 
 
Exercise 2 

𝑌! = 𝛽" + 𝛽#𝑋! + 𝑢!  
Where  𝑌! = E𝑥𝑝𝑒𝑛𝑑𝑖𝑡𝑢𝑟𝑒	𝑜𝑛	𝑓𝑜𝑜𝑑	(𝑟𝑢𝑝𝑒𝑒)	 

𝑋! = T𝑜𝑡𝑎𝑙	𝑒𝑥𝑝𝑒𝑛𝑑𝑖𝑡𝑢𝑟𝑒	(𝑟𝑢𝑝𝑒𝑒) 
 
Interpret: (Answers Chapter 3 Gujarati) 
_________________________________________________________________ 
_________________________________________________________________ 
_________________________________________________________________ 
 
 
 
 
 
 



Exercise 3 
𝑌! = 𝛽" + 𝛽#𝑋! + 𝑢!  

Where  𝑌! = M𝑎𝑡ℎ𝑒𝑚𝑎𝑡𝑖𝑐𝑠	𝑆𝐴𝑌	𝑠𝑐𝑜𝑟𝑒𝑠	(𝑝𝑜𝑖𝑛𝑡)	 
𝑋! = f𝑎𝑚𝑖𝑙𝑦	𝑖𝑛𝑐𝑜𝑚𝑒(𝑈𝑆𝐷) 

 
Interpret: (Answers Chapter 2 Gujarati) 
_________________________________________________________________ 
_________________________________________________________________ 
_________________________________________________________________ 
 
Exercise 4 

𝑌! = 𝛽" + 𝛽#𝑋! + 𝑢!  
 
Where  𝑌! = E𝑥𝑐𝑒𝑠𝑠	𝑟𝑒𝑡𝑢𝑟𝑛𝑠	(%)	𝑜𝑛	𝑎𝑛	𝑖𝑛𝑑𝑒𝑥	𝑜𝑓	104	𝑠𝑡𝑜𝑐𝑙𝑠	𝑖𝑛	𝑡ℎ𝑒	𝑠𝑒𝑐𝑡𝑜𝑟	𝑜𝑓	𝑐𝑦𝑐𝑙𝑖𝑐𝑎𝑙	𝑐𝑜𝑛𝑠𝑢𝑚𝑒𝑟	𝑔𝑜𝑜𝑑𝑠	 

𝑋! = e𝑥𝑐𝑒𝑠𝑠	𝑟𝑒𝑡𝑢𝑟𝑛𝑠	(%)	𝑜𝑛	𝑡ℎ𝑒	𝑜𝑣𝑒𝑟𝑎𝑙𝑙	𝑠𝑡𝑜𝑐𝑘	𝑚𝑎𝑟𝑘𝑒𝑡	𝑖𝑛𝑑𝑒𝑥	𝑓𝑜𝑟	𝑡ℎ𝑒	𝑈. 𝐾. 𝑓𝑜𝑟	𝑡ℎ𝑒	𝑚𝑜𝑛𝑡ℎ𝑙𝑦	𝑑𝑎𝑡𝑎	𝑓𝑜𝑟	𝑡ℎ𝑒	𝑝𝑒𝑟𝑖𝑜𝑑	1980
− 1999 

 
Interpret: (Answers Chapter 6 Gujarati) 
_________________________________________________________________ 
_________________________________________________________________ 
_________________________________________________________________ 
 
 


