B, Bz [
InC, =430 —134nP,+017 InY,
se =1(091) (0.32) (0.20)
R? =0.27

1.1) Do the estimation results follow the law of demand?

Ans: - the price of prodvtt incveases, twe demand will fail.

Ao rsvll e epation HI0wWs fwe law of demand  becavse tnew ls o

neguhive effect 3o congumption.

1.2) What is the elasticity of demand for cigarettes with respect to price? Is it statistically
significant? If so, is it statistically different from 1?

Ho: P2 -0
Ha: 240
oA =0.05
ol (g - s -0 ceanrs
6_31 0.32
7. .
=061 .061%

So, We can reject Hoo e an make Sure twat

452 of P will wet eguult 0

Het Bp= |

Ha: Bp#1

& = 0.05

tca =_?{& *ol3¢- | <3305
[ 0%

7/
-2.061% 2.061%

Pojthawan  Sowit
6204 640343

So, we awn ik Ho. We v wuke SVre that 85

of P will Wor equl tp 1.

1.3) What is the income elasticity of demand for cigarettes? Is it statistically significant?

If not, what might be the reasons for it?

Ho' Ba= 0
Ha: B> 40
A =0.05

ton (po = BBy c0p-0 : 05
B> 0.1

7, g
~2.06\% 1.0617F

So, We avvetr wject Ho. We (v wdke Sure thatr 95

of the Hime B3 will equal v 0 whith means

Stabshally  Signifi cunt

¥ 1S wot



2. From estimating the regression equation on net financial wealth (nettfa), age of the survey
respondent (age), and annual family income (inc) for people in the United States. The wealth and
income variables are both recorded in thousands of dollars. The OLS estimation results for the
model are given by

nettfa; = f, + B,inc; + fyage; +u;

2.1) Testthe coefficient, in the first model, 8; < 1 in the first model or not?

Ho: ps }1
Ha: ps 1
d-F =0.235-3 =9.222 &= 0.05
[y
Ceaalz Bs-Ps = 1.03033%-| = 052006 ~bq,9,
Bs 0-0591216
We annot reject Ho.
Therefore , e (an make Svre thut ps
/. IS less than 1, aF X005
Th N 05206

, . 1o

2.2) Due to estimation result by adding the age? variable or agesq. Perform the test
whether we should include the quadratic term of the age variable or not? (Testfor both
t-test and F-test.) Also, interpret the meaning of this coefficient.

F-test

Ho: Pq— =0

Ha: P +0

Faal = RSSp~RSSyr/M = (315250330.3 ~ 31336332.3) /3

RSSyp /n-k 3363313/ 235-¢

: 4503004
4
(o7

Fo.os,(1,9090) =399

S0 We vepet Ho . wWe can make swe twit  asy of te Hme
fwat Py Is wot equal fp 0. W, e Wave enmough evidente

o say at we Shoyld  add age> to  model



3 R et ST )

O In(P;) =11.08 —0.9535In(NOX;) — 0.1343 In(DIST;) + 0.2545RO0M; — 0.05245STRAT;
se = (0.3181) (0.1167) (0.04310) (0.01853) (0.005897)
RSS =35.1835 TSS =84.5822

3.1) Interpret each of the coefficient estimates in regression equation.

a . 1.0F
By it inox;) <0, [n(DISTY) =0, ana STRAT =0, (n average, the median louse prite > e = 64,56 0.663¥  Uol\ars.
ﬁ,_ : 09595 ; i fre level of wifvous oxide  incwa® | wit, 00 overuge, wedivm house decvese by 0453 , keepivg

Otmer  Varigbe  (pmStant-

3.2)  In( noxy) RoOM:
Ho: pa:0 Rt Bs=0
Ha: pa¥0 Hy prto
Eaal = -%.1n05 bal = B33y
<= 0.05 ,af. =S50 L * 0,05, 0.f.* 50/
tal = 3.4
7A l/ 7 Lz
-1 196 ~1% (46
We wwn et Ho omd wake Surs 2o can wjedk Ho omd wake swe
wal By 15 hot equal fo 0 With G tatr Bs ¥ ot 0 witw &> 0.05
Confidewt  Gma P ls Sigwifi camt.




0)

42)  Model !

MYy = B +prlule thylnket We = Wveshichd wgession

Mode| 2

InYe: By + By ln (E)* Vi = Vapeshricted ve gvegsion

et mat |BL+P_;'-|




