Assig\'\menf 9

Q1: Weferogkedasticity is one of the qssumption for MLR, and is used to find the OLS
estimation. Without this , the Po sPry o ,efc. will not ke efficient [ Var (UL Y ... xK)zéz_
Aso, the eXp\qnqmr¥ variakles  should be included to make the OLS unkiased , in order

h the error ferm. If our OLS has sample correlation coefficient of

To separote them wi
095 between 2 independent variakles, it does not wrong Since it does nef viplate dny

MLR  assumption
Q2: WY NN hypothesis thot , after controlling for soles and roe,ros has no effect on (RO salary

-2 “o'. Fﬁ =0
The alternotive tot betfer stock market performance increase C€0’s salary
- Hq: P:)) 0
if ros_increqse by So points is .00024(50) =.012 .

() The proportionge offect of ros on salary
To oet the percentage effect, we an jyst simply moltiply it by 100 and we oet 1.27- Ros

ot the p :
doeS nok hove & pracicaly large eftect on solory 4s a large chamge is RO gives Smal effect

on Slary.
i) Mo : gy =0 d= A
Mo i py 20
N=203 , d4 = n-k-1 =209-3-1= 7206
= We can use 2-toble 05 df.>30 # 2-B, -8, - 0.00004-0 .0.4444

se.B, 0.00054
rejectH,
— ,
E 4,205 = 102 The 2-valve does not fal into the vejection region.
A ¥ Does reject H, af .1 level of Significince.
e S 705 hos no effect on salary 4
o 1™
4444

Gv) No, sine we dlready test that o5 does nor have ny effect on salary Gt -4 level of Significance.
Eventhough if we add, it will rlie r2 bt it will worsen the vOritnce. We only want to put in

what vedlly explained the model 4
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Q2. () NN hypothesis that, after wnfrolling for sales and roe,ros has no effect on (80 salary

-2 Ho'. Pﬁ =0
The alternotive tot betfer stock market performance increase C€0’s salary
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@ VUt A = p, + p,log(eXpand A) + B, l0gCexpand B) + p;priystrA +u,

1) B,= 6083316 Mems 4h addnhonql increage in Iog(emnc\ A) wuld incregse vate A loy €.083316 unils.

W Wo=py=-8 Pathy=0
Hq = Pot "By ' gz"'P‘\*’o

i) Ve A = 4503393 + C€.072216 logexpand A) - €. 615417 logexpand B) + 0.1519534 pitystrA + @

N expcvﬂure hos & positive effect on voke A. However, B's expenditure hos o negobure effect
o vm A c.we Cant uie Tese result o test.

iv) u.‘ But py =0

6,_+ p, *0
frum "3 Ej-é © ﬁ +h] -0 = =
J 5%, P‘ :e(ﬁ,"'él)) 896

Subk in the equation
Vote A = B, + By 109 (eXpand A) + p,lag(expnd B) + g, priysitA + U
Vote A = By + (8 -p,) log Lexpind A) + P, log Le r‘\ho\B) +fy priyshe At U
=Py t Glogtexmm R - Pq lo (expcmd B ei*rﬂ F U
P. + 8 l0g (expwnd A) - ﬁz(lag(equv\dA) logLQqundB)) + By priystrA + |t

De regression a00in

S.e 0. 333“‘5% o

voteA Coef. std. Err. t Pt

[95% confixmmx |

5.328914  6.837719

344 3 ” 6.683316  .38215  15.92 0.e00
“ 341'} - lexpends | -6.615417 .3788203 -17.46 ©0.000  -7.363246 -5.867588
. | PrtystrA | 1519574  .0620181  2.45 0.015  .0295274 2743873
| —cons |  45.07893  3.926305  11.48 ©0.000  37.32801  52.82985
: -
|+ generate lukmai = lexpendB - lexpenda
- reg voteA lexpendA lukmai prtystrA
0%% z'ls %9 %15 | Source ss df s Number of obs = 173
E | F(3, 169) = 215.23
g Model | 38465.1097 3 12801.7032  Prob > F = 0.0000
Residual | 10052.1388 169 59.4801115  R-squared = .79
0. 15% Adj R-squared =  ©.7889
; Total | 48457.2486 172 281.728189 Root MSE = 7123

voteA Coef. Std. Err. t P>|t| [95% Conf. Interval]
0.005

reject

=

0.005 B
. | -.532101 .533e858  -1.00 ©.320  -1.584466  .5202638
— rEJeCf ~ lukmai | -6.615417 .3788203 -17.46 0.000  -7.363246 -5.867588

prtystrA |  .1519574 .@620181  2.45 ©0.015  .0205274  .2743873
3 37.32801
015837

cons. 45.07893  3.926305 11.48 @.000

52.82985

\\

\

S0, we do not reject Uy b/c P-valye is mire than 0.005 Csignificant level ) .
" Increase in gn additiong| unit in -p, would cause an additionol negative value to Pqand vise verm
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exper + 3’fehure + W

25.6953242
139.960959 931 .

p\T o z a
.DTA"
ge B r + tenu
Hq + - B, #0 . :
L | A e Ms Number of obs =
- - ab = - F(3, 931) =
+ o 3 8.56510806 Prob > F =
Resid -square: =
£ — - S rec =
00

165.656283

Coef.

% .0748638 .|

= + Q +
= + + +
= Po + PoeduC + B exper + P, exper + f;HhUR +u

= Bo t pggdbg v BQX‘&V + @2 (gxper +fenure) + W

new V

MS Number of obs
F(3, 931)
25.6953242 3 8.56510806 Prob > F
S 139.960959 931 .150334005 R-squared
Adj R-squared
165.656283 934 .177362188 Root MSE

Coef. Std. Err. P>|t| [95% Conf.

0748638 .0065124 .50 0.000
e .41 o0.681

fram ¥y, - Bi- fi .8-0
s.e. p, 5e.9
= 0.0079533 - 0.41138 & 0.41
fez) 0.0043>4
Al N
025 K X C
‘—9 vried

034 - 03403
AN SN\

Since, P-value of 0.44 = 0-340) Is qreaker than smmﬁcqn} leval of 57. 0.025). Therefare,
we cin conclude ot we wil not ne\ed null h\lDol-hes:.s cause P-value is not fall jwto
re \e,chon 9 ke0 .
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Obs Mean  std. pev.

2,017 13.59498 47.59058 -143.5 1134 o

'\u:m\s:mmppo.u\Loc-l\mp\smuu_ooouo.t-p-
nettfa inc age if fsize == 1

Source SS df Ms Number of obs =

F(2, 2014)
544916.989 2 272458.495 Prob > F
4021048.06 2,014 1996.54819 R-squared

Adj R-squared
4565965.05 2,016 2264.86361 Root MSE

Coef. Std. Err. t P>|t|

.0597307 13.38 0.000 -6821762
.0920169 9.16 0.000 -6621982

4.080393 -10.55 0.000

1) 2013
n) Bn medns a4 $1  thoysand dollgrs increqse -n inCame  Cqrrespands "n $ 399 mcwme
ne inc +

total ﬁmncml wealih.

V) ig g, g; =(0.803-) = -9 3 .. The P-vQlue is P(T<-1.31) ¥ 0.044 - Hiom
' fire Hable
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df

1 o
2,015 2078.6516

4565965.05 2,016

Coef. Std. Err.

8206815
-10.57095  2.060678

> we will oot coef of Bq 0.8206815 which is not So different from B,.— 0.799 in the

prevl(ws vemress\oh fn. Since. Hnen is & owitted varioble in this regression fn. which we
found o “be 0,020, T™at's why the coefficient does vak charge much.
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