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1) For the following equation, test the null hypothesis that B2=0 against both alternate hypotheses that B2≠0 and that B2<0.  (Solve for α=0.05 and 0.01). Comment upon all the factors influencing this hypothesis test.
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2) Indicate which CLM assumption is most likely violated in the following (assume MLR.1 is satisfied):
a) The first 50 people to enter a theatre are polled to estimate the equation: 
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b) We run a regression of hot dog demand as a function of hot dog price, ketchup price, and mustard price, yet forget to include relish price.
c) We run a regression of happiness as a function of marks, income, and love, but forget to include the relevant variable of whether a tree falls in the forest.

d) We run a regression of TV viewing as a function of location and family size, but we forget to include age.
e) We run a regression on economics marks, but fail to include variables that affect these marks in a pairwise fashion.

3) For a typical regression, calculate or comment upon the bias of the following slope estimators.  When is the estimator unbiased? 
a. 
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b. Given the true model:


[image: image4.wmf]v

oads

MovieDownl

ion

StoreLocat

es

theatreSal

moviesales

+

+

+

+

=

3

2

1

0

b

b

b

b

we estimate: 
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4) Indicate whether the following statements are true, false, or uncertain.  Justify your answers.
a. The requirements for an estimator to be unbiased are much different than the requirements for it to be consistent.
b. If a variable is omitted from a regression, the remaining slope coefficients may still be accurate.
c. OLS coefficients are meaningless in a regression with a low R2.
d. Since including more variables raises the explanatory power of a model, as many variables as possible should always be included.
5) Use the data set from assignment 1 (also available online) and Shazam for the following question.  Include all answers in your assignment and staple a copy of your Shazam output with all answers highlighted.

a. Fully report (including standard errors, R2 and N) estimates of the following equation: 
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b. Test the hypothesis that skiing has no impact on utility. (α=0.05)

c. Does television have a negative effect on utility? (α=0.01)

d. Find the 90% confidence interval for the intercept.
e. Test the hypothesis that B4=0.5 (α=0.1).
Assignment is due in the Economics Main Office by 3:30 pm Wed. Feb. 27th.  Assignment box will be out Tuesday afternoon.  It is the student’s responsibility to deposit assignment in assignment box.  No late assignments will be accepted.

1

_1264286645.unknown

_1264289011.unknown

_1264292354.unknown

_1264288812.unknown

_1264285850.unknown

_1262453790.unknown

