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EE435 Assignment 2 
1. State reduce form model of these system models. 
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2. Estimate reduce form model using OLS and prediction of the endogenous 
variables.  



Apichaya Wongkolkitsilp 
6004641673 

 
  

 
 
 
 
 
 
 



Apichaya Wongkolkitsilp 
6004641673 

3. Estimate structural form using predicted endogenous variables as independent 
variables in the structural form model. 
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4. Estimate the structural models of these system equations using OLS, 2SLS, 
3SLS, and I3SLS. Concerning the asymptotic property, which model is the most 
appropriate model? Why? 
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In case that the asymptotic property is prioritized, the 3SLS is the most appropriated. 

The OLS result is not asymptotically efficient by its nature. While among ILS, 2SLS and 3SLS, 
the result is more consistent and efficient. However, 3SLS gives the lowest standard deviations, 
meaning that it has more asymptotically efficient comparing to other models. 
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5. What do ​β​11 ​and ​β ​22 ​mean?  
The relationship between log-lof implies that there is a proportional change 

between independent and dependent variables. This marginal effect shows that one 
percentage change in independent variables will cause a proportional change on the 
dependent variable by the percentage of the coefficient. 
 Therefore, β​11​  ​represents to price elasticity of supply and β​21 ​represents to price 
elasticity of demand.  
 


