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EE325 Section 1 Take home Quiz 2 (Due date September 22, 2022)   

Use 4 decimal places for numerical answers  

Consumption-Income relationship in the United States, 1960-2005 

𝑌"! = −299.5913 + 0.7218𝑋! 

𝑉𝑎𝑟3𝛽5"6 = 827.4195.	 𝑉𝑎𝑟3𝛽5"6 = 0.0000195 

𝑟# = 0.3698									𝜎;# = 73.56689 

Note:  𝑌 = 𝑝𝑒𝑟𝑠𝑜𝑛𝑎𝑙	𝑐𝑜𝑛𝑠𝑢𝑚𝑝𝑡𝑖𝑜𝑛	𝑒𝑥𝑝𝑒𝑛𝑑𝑖𝑡𝑢𝑟𝑒 (Billions of dollars)  

           𝑋 = 𝐺𝐷𝑃 (Billions of dollars)  

 
a) If we would like to estimate such relationship in millions-USD unit, what will happen to 

all estimators? Interpret the meaning. Show your work. 
 

b) If we would like to estimate consumption in billions-USD unit and income in millions-
USD unit, what will happen to all estimators? Interpret the meaning. Show your work. 
 

 


