EE325_Week 2

15 January y 2013

U METHODOW Y o EcovomETRICY

( 8 STEPS)

© STATEMENT oF THECRY OR ttYmTHESTY

4< ovomE
peECchUs.

RESES
2

B TO (oemie

EonVoMETRECT MUpE(]

Miee, vEcE VERSA.
@  SPECLFRATEON OF (WIMEMATLAL MOPEL. Ve Pt/ X[ , 9 P <y
OF ThE Thecry W Y = convseMifien e«
®  SreClFrcpton OF ™E

Ve 2xipe o BESRIAGEY DY Ereor TN
/L /27( 'f% | e L oR

@

DATA-  colLieefTolv

PLSTCRPAVEE TBRM
N=2%0 asimmri/vsf/ ert Ay S ¢ .

/‘p’ /f‘L =? MP¢ = A)/
G ESTIMATION OF THE eMANMETERS OF Vo oo oo p ok 4K
THE E(aNaMF)?eEC MODEL
_9?? MOE = 0.7
® HNPOTHE SES FESTING, W TEST F MR B STATESTROmLY SrV LRI,
(€A FZR Op<TEM & QR PREDTCTTIAL whosE AX'\ = jeee e/ e
\Naw4 == - —_— —
THRV > —lovo to-Fe sp00=_ _ _ _
YUR POSES
e — i A— A L O R R AR R
— 9
fo Pv LATIO M SAMPLE
C 0ARAMETER ) CSTATESTIO)

CR.
forviaticy < A couecroonN

WE
O AL P2SSTBUE wom:mbs’/

om’&c*rs’) O MBASVREMENMTS OF
DATREST,
pferERen. T A MVMRRECAL
MEASVREMEVT~ DESCRCHTV ¢

~  CHARpAeTERPS T  COF

A

GPAL, = B+
N

dpA(, = 2.25 ¢

06 oFP

EE325_WK?2 Page 1

el
NWM SAMULE  £¢ A peTION

PART OF THE. PpoPrLALteN
A TMEBERESTED TNV

GrarerTid ¥ A
VUMEREcAL  MERSUUTavT—
O SRR HN Bres e o

& SAMPLE ©

v = (So OBS,

AED VAR OF f,

as
4

a

5- Q

/"



[F.01.201%

AV ATTEMPT TO  EXPLAIN  YHE vARLATION TN
A DEPENVDENT VARPABLE USTNV &  THME VARTATTCON

v TMPEPENVPEANT  VARTAGLEC .

REGRESSTON

EE ék(%gwﬁ -?:q THVS/ A_{\/ ﬁKFLAAf/—\-{T&/\/ OF‘ CAVSA’TWA/Q

P THE  TMPEPEMIEALT VARLCABLE(S)  SYFEICTEMTLY,  ExPLATN

THE VARLATwON TN  THE  DEPRNVORNMT VA(?EAQ(,{E/ THE MopEy
CANV  BE  USED ForR PREDPTCC CLI/V o
Jr = A Xr + . 2~VARTABLE
2 [
2L [ [ 4 - REGRESY TN
/ \ moePEL
" NErEVDENMT  vARTARLE =—> TVDE PEVDENT  LARTABLE
o EXPLATVED  VARTABLE = Ex fsﬂﬁfﬁz‘o/&y VARTABLS
e REGRESAND — RE 6-RESSUR.
ovToMre > STIMviVY
PREPCCTED  VARTAMUE E—> PRE PCCTOR
e’
Erc .

@5’“’%@"@'2@ A STATESTTCAL  PELATEONSHEP TV ETSSEA
CAVNO T LocECcmLl Y ey (‘ﬂeveﬁ-v%w,v,

CRoP NTELD J———— RAIV FALL (2 nAys)

Ex;
'743 OF RECATING72)

(@) REGRESSTONM Vs, CORREL A TIVNV
Y o=flx L
) MEASLREY  THME
. PEGREE  oF ASSOCDATIUN,
CALSE
)oY BETWEEN,  Tho UVARMBLES
l/ 3( . c
EXTLAVATORY permpen— B HIGH SHovr gPA
s AL oy GOLERE CPA

Twe —UVARCABLE. RESRESSTON  AVALYSES

EE325_WK?2 Page 2



T —VARCABLE RESRESSTON  AVALYSES

CEAD S GV JARATL , M. 2 P EXLATY p220U=

;
N SERR o= B PR K Fug

DBV B L ARTAR LS

DEPEVIEM™ FARTAALE
OM’E&H:W”;: Ho w Y VARTE S WwIT¥ t™mE CHveeE IV

LErCA  ThAkS A HN POTHETTENTL.  EXAMOLEZ § o

° A TUTAL  popLlnTTen OF to  pAmCLLES ™
A oUREE
o THEL R Weekey  oveme (&

THRAR WEEBLLA/ covemereon  ExpeypITuee C ¥)
o TUE 60  FAMLLLES ARE DCVLEPED WO 10 mEeME
drovPS

covarpreon gapempen Cy) ( gCYlKO
-

leg | L

('1,?\ \_.—~-~"[‘\«[ ~~(—.~{~ R P

R AECY/X;)
‘ AKX

s
6s

‘
I { L It (f

] T t
%0 (90 120 lgo

E

.
! T +
J

[
(
(
(
?

(

(

5 > wWerkey vons (x)
160 qo 200 110 19160

ECY[X,) = (ONPLTIONAL MEAN OF X

( ABRME yaclZ 6F Y ¢DUEV X )

( MEAv vk of- Y W x )

( CeMEBL oF DISTRLGUTIZN OF— Y SoBv X)

ECY) - UNWNPITIMAL MEav OF Y
ECY) = 7270 = Bl2(,20
60

ECY|x=90) = § ¢5
ECY|X=220) = § 49

FRom THE ¢LcTURE ABWE,  WE (W werte  mowp A Fvaon”

ECY.[%S(> = /-&@(;) =p CheLfp  MOMLArTan  REGesSizg,
\

KEAD S AVRANCE  Uheets OF /( CEN WEEKLY PVOME (AL CX)

LETS  aswme THAT  ECYIk,) BS  omeEarey  eecatRp!
e

/|EC Ylx:) = B + B X} | =7 C(htep " PEPSOATEGN " pEdCESSHAY

EE325_WK?2 Page 3



EC Xl x;) = Po 4+ pXi | =7 Cheeep N PEPSATRSN ! pECRES W
(R /3 = CVTERCEPT TR M
f?’;_ = SLPE.  COER=reLpv—

A%  veome Cx ) RrRes

ON AVERRACE — CONSYmPTECN EXPADLTINE
ALso  RESES Y. o

B Tuve BEDVES EavAr
( CETRRIS  PARTHS )

¥ T gouprmov  SHow( | AVBacE  RELATIWSHIP | OF

(ONSUMITEON  BXPEMDOIURE. AN FAMTLY DAComE

WHRNV W Spy  THEY IT  [FeRIHER — TMPLLES

THIERE WBLe RE ERRORY Q/./J

THAT

0B SRV & THAT LT B8 VO henAYS  THE CaSEL TPAT

FoR  syme FRMCCEES 5 THEIR  EXrEAPITIRE  APE lLoWBR

AMELLEY W, W ER T : /.
AW /T FAMELLES Ay . 255 LELE
71=6¢
A~ FamLLy
TAkE A took arT ThLS 2
L{_[‘ = }/I" - E C Y /X/‘)
WHEL = b{,l: = STO CHAS TEC EReoR
¥ BR DS TLEAAETS TERM
i= 7o 3 bt,’; Zo =45
EC¥| X=30)= 65 =t <
>K
Y = f/Cth() W — O
A v
systrmatic vonolomr ¢R

r’)mv‘TP

sto chasTic evor term

EE325_WK?2 Page 4



PP 2lVle) ARVE B9 cwmecy  RECaTES I X

Wk  cav  WRETE E(t) AS ¢

Y(‘: P:'ffZXf + U

BXs tetle AT
Y, < 5% =
Yp. = 60 = @
Yy = 05 =
Ve = Fo =
f¢ = 79 -

PIETER MOV L5 11! STOCygs Tl

OR MO ST ATEC
S¥STEMATTC

EQ(3)  vELLS oS THaAT  CONSYMPTECN  ExP. OF A FAMCLy

<" Ltovesery  Recatep  TO  PES DvomMe PLs THE
DISTVR ANV c2 TERM .

FooM Q) S V¢ = ECYIX; ) + u; , zIF we
TAKE — THE EXPECrep vacee oF & 3U) oM BoTH 9;p,5;f/
W  GET

~

— T~
ECYIlx,) = E [ZEC\((M)J t (:F-\[: ‘”“il‘l"\ /@

Exi=CrEp  VALLE OF A Cov STANT VUMB
Y A @nSTAVT S FTSSELA

so . BOvlgY = E[ECvixg] |
AT A RESVLT , EQC4)  TMpLLES  THAT
E(f/t,‘ [X,\) = 0

THAT TS THE  CONPLTroMAZ MEAN  pALLES OF U, ((onDIT v
UPON T EPrEr X)) ARE  ZE00 |

MESSAdE. BS  THCY % THE  ASSYMP TTen  THAT THE PRF

LTNE. PASSES THROVGH THE CoMPLTTONAL MEAN OF Y
PleLLey AT ECurlx;? =0.

ECYIX(')=” ﬁ}’f/;z)(/.. Vg, Y" - P’+/32 K1’+l{c'

EE325_WK?2 Page 5



ECY | x;) = fith X,‘. 's. i =P o X+ 4y

¢ #m:? 12 (g)

CA) oop LB

EQ (A Avp EQ(8) Aree  EoeccvkenT TF E(U, /X )=0O

° = Pt Pp X +Up Fs e STOCHASTe (' SPECIFECATRON

oF =N = P’M‘/%in .

o EQ (®) sphys  TMAT THIBLE ARE.  OTHER  VARTABLES BESIDE
DMoME TWHT ARPRECT ConSUMPTToN  BXPENDITVRE  AVvD  THAT
AN CNVDIVEDVAL  FAMELY 5 BXPEMDTVRC Cavve T ge  Fully
EROLAMED  INLY Gy TUE VARTABLECS)  FMCLLDED oA THE
REdRses Ton MIDEL e

4 THE SLAVLPL(AME  OF THE  SToCHASTIC  DLSTpsarce TERM

(e TERM) « "
« A NOTED TME  DECSTURpANCE. TELM W S A froxXYy FoR
AL T‘wqrf VARCABLES TyaAT ARE  OMEITED FRoM THE Modk L
BT CoLLecrTVvELYy AFFRCT 7,

«bQuesrton ARSEES S Wiy pov'T wE DVOLUpE  THESE
VARTABLEY — DVTO  tme MepEL  ExpLeceriy 9

e AVIWIRR T THUIZ  REASONS AR E My,
@ viv AVACLIABTTY  OR DATA-
@ corE vARCAGueyY Vs PERCPHERAL.  VARTABLES
, S makE e MoseL A sompE Ay Possobg 7

°  TME C(OMBOVED EBFFECT UF PERLPHERM- UARLABLES
(Av Bz TMCORPIRTED  Tv i

@7 IVTRIV SEC  RAVPIMIVESS TV jumAV  BEHAVSCR |
BVRNM  You TRY VERY  HARD By PUTTIM G Alr VARIARLE
Yov THENk THSY &e PUIRTAVT STTeL . Yo CarmoTT
Felly  ExPLATY Y.
S0, u; RieFLECTS TULS  DVTRIMSLC RAMDIMMESS

@ PCOR.  PRoYN YARTAGLE § .

£x S MCLron  Feeed may 'S
P
P £ ¢ K\v)

< PR MA-VBAT  DACorpe

(ONVSumMPT Lo peverrto/NV o2

EE325_WK?2 Page 6



Yo f )
PIER MA-VEAT  TA-Corpe.
PR Mmaven T

O 1= TOMIZ
CONVMPTEIN
OvRR TDME
p
S eE v A k" oae wer omecriy  oBsERvED |

v PRAT T = To WSE  PROXY  vARTABLES

Fx ¢ ’ P
¥ To je A Pwky of Y
O BB A froxy cF )(?,
Of?gEIZVA(’”—i/Q; ”
coV -
QDvCE C VRRFNT™ ((-,MOQF,;M[?T’WN MY pT g TO Y -
A CURIMT  Dveems M~ Vo EevAt T XU

TR EFo s WE  HALE &oT~ A  PROBLEM OF  EpeORS of~
MEASVREMENT |

78 MAN ?w TME( c/,w;) REFRESEVT  TMIZ- FRRoRS OF MIEASLREMEAT

S)  weové- Punvertonit  FoRM,

ACTVALLY Wiz May  voTT kVOW  THE.  coRREeT™ FUNCIToNAL
FoRM  OF T RELATTow SHEFE — O

SRS (N R XY

2.
Y, = /Q“ t Xt [ e U, F_(Z)

@ PROIVCTPLIZ  of PARSTMoNY T WKEEP Yok Moper  AS

SDVLE. AS  FUSSTRLE

CEMpak ! WE.  SuovL) NoT  BXCLUDE  RELIEVANT  AVD  pMamelANT™
vactaeled  TUer  For THE SAkE OF ICEEPDv ¢
TME. Redlefston  Mopiel  SDMPLE |

@ VAGUENESS 0F  THECRY

BVEAN THOU S H MR, KEYNMEY PISTULATES  THAT
VoM 12 LA S AW PMPIRTANMT oL~ v EXILATA L G-

CovsoM Preey F’/WH/DET'WE) LT Wi MLCLHT BE  UNVSLRE

AW UT  THI= OTHEZ VARLAGLES — ARPEertav - Y .

KS A QESULT, WUe  may bz vsep A A SUBSTITLTE

FOL AtL U EXCLUDEDP  oR OMTITED

VARTAGLEF  Fg o/ Thi
MRt

EE325_WK?2 Page 7



