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1) Hetero skedasticity
• If the data appears to be hetero skedastic

,
it means that random variables

do not have a constant error term or variance ,
thus the as t -statistics

will be invalid .

iii) omitting an important explanatory variable

If the omitted x is correlated to other independent variables, ECU1×7=0 is violated

'

D Ho : pz=o
Ha :p, > o

'

il) 000024×50 = 0.012

Salary is expected to increase by
1. 2 %

. Therefore hes has a
<

small effect on salary .

iii)

i.e.
00.44

d. f
.

= n - k - I
= 209 - 3 - I = 205

t = 153 - ay = 0.000-24
-

00054
'

IV) In order to decide whether we should 5.e. pig
include rosin the final model

,
we use t-test. = o. 444

In this case
,
it shows that t is lower than • Since the critical value is 1.282

,
we

1.96 which means that nos does not fail to reject Ho at 10% Sig level
have a significant impact on salary at 5%
Therefore , we can decide not to include MS
in the final model



"

t) Ho : 132 = 133 Ho : 132-133=0
Ha : P2 ¥133 Ha : 132 - 133=10

Since n 230 , it has approximately standard normal distribution

2=(82-133)-02
s
.
e.(132-133)

^ a

Ey = 132 - 133

z -- E.iei.ae, =¥¥,
^

Now
, Pa = In t pass

or 132=-0 , t 133

Sub in the main regression and get
y -- Po t p , educ +Gtp,) expert pztenuretu
= pot pp educ tfexpertpz expert Bztenuretu
= pot By educ t Q expert 133 (expert tenure)

tu

Now
,
the explainalong variables aregoing to be educ

, exper, expert tenure

we can calculate Eff
s. e -

E
,



E- 0.0019539 = 0.4119 C 1.96
0¥34

Therefore Ho cannot be rejected at 5% level of significance

i) 2017 households

ii) • Assuming ceteris paribas , if income
increases by 1 unit , net total
financial asset is expected to

increase by 0.999 . Similarly , if
age increases by 1

,
nettfa is expected to

increase by 0.8426

iii) The intercept found is negative . The estimated hettfa is -43 when inc =o
And

iv) Ho :p. - I

Ha : Pell

b- = B?÷pqy
= 0.8426563-2 = - 1.7099 I - 1.91

0.0920169

From the z table
,
the p - value of the value -1.71 is 0.0436

085
a
¥4.36 Since the p -value a significance level co .

,
we reject Ho#¥X at 5% level ofsignificance



From the z table
,
the p - value of the value -1.91 is 0.0436

085
a
¥4.36 Since the p -value a significance level Coos)

,
we reject Ho→¥X at 5% level ofsignificance

• When we do a simple regression of netffa on inc
,
the estimated

pay is close to 1. In comparison to the estimate in part ii which is almost
close to 0.8

, this is not much different.

I ovote A =p, logcexpend A )
=

,poof
doo xologcexpenda ))

-

-
- 4%1%0 log expendA

foot is the percentage point change in percentage of vote received when campaign expenditure by

candidate a- when campaign expenditure increases by 1%

ii ) Ho :-p , =pa
Ha :-p , Fpa



y = 45.07 t 6.08 log (expendAl - 6.62 log (expend B) t 0.15 plrtystrA)

The coefficients on log(expend A and log(expend B) are very significant , as shown
by the t- statistics significantly greater than 2.57 . The estimates
show that a 1000 increase in expenditure by candidate A increases the percentage
of votes by 6% , on the other hand , a tooo increase in expenditure by candidate B

reduces vote A by 6%

Since the coefficients are opposite in sign we can reject Ho

iv) Ho: -131=132
Ho : O = Bit 132

f- Cpytpz) - o = pi - P2
¥14323 ¥3,342)

f,
= 131432

G- p - Pa = p ,

vote A = pot cap -132 ) log (expendA) tpzlogcexpendB.lt/3zcprtystrAItu
= Po t f, logcexpendAl -P2 log (expendAl tpz log (expend B) tpzprtystrA) tu
= Bo to a log (expendA) t 132 ( log(expend B) - log (expendAll tpgcprtysthath

Now
,
the explanatory variables are log (expend a) , log (expend B) - log (expend A) ,

prtystra
→ Iexpend B - I expendA

E-Eto
se. E

,

= -0.5320
. 533

.

'

= I

Therefore
,
Ho cannot be rejected at 5% level

Powered by TCPDF (www.tcpdf.org)

http://www.tcpdf.org

