Assignment 3

Q1: Weferogkedasticity is one of the qssumption for MLR, and is used to find the OLS
estimafion. Without this , the bo,py, o yetc. will not e efficient [Var (UIX... X ) =62
Mso, the exp\qnq¥or¥ variakles should be included to make the OLS unbkiased , in order

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

To separote them wi
0.95 between 2 independent variakles, it does not wrong Since it does not viplate any

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

2 “o'. F3 =0
The alternOtive thot better stock market perfprmance increase C€0’s salary
-7 Hq: Fa? 0
if ros increqse by So points is .00024(50) = .012.

() The proportionge offect of ros on salary
To e percentage eHec’f, we an jyst simply mu\’fiply it by 100 and we oet 1.2 7. Ros

ot the p ;
doec not hove & practicaly large eftect on solory 4s a large chamge is RO gives Smal effect

on Sd\ary.
Gi) Wo: py =0 d=
Wo: p,20
n=23 , df = n-k-1 =209-3 -1+ 205
> We cn use 2-toble 05 df.>30 # 2-B, -8, - 0.00004-0 -0.4444

se.B, 0.00054
rejectH,
H .
bages=t02 | The 2-vilue does nat fal into the rejection region.
A ¥ Does reject H, at .1 level of Signi4icinee.
e 2. 705 hos no effect on salory #
o 1™
4444

Gv) No, sine we dlready test that tos does nor have ny effect on salory at -4 level of Significance,
eventhough if we odd, it will raise r2  buf it will worsen the voriince. We only went to put

what really explained the model 4



