計量經濟
期中考 2010/04

1. Explain the effect of inclusion of irrelevant variables on the estimates of the parameters and their variances in a normal regression model. (20%)

2. The model 
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 was estimated by OLS from 26 observations. The results were 
[image: image2.wmf](

)

t

t

t

t

x

x

x

y

3

)

5

.

1

(

2

)

2

.

2

(

1

9

.

1

0

.

2

7

.

0

5

.

3

2

ˆ

+

-

+

=

 . Standard errors are in parentheses and R2 = 0.982. The same model was estimated with the restriction
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 , R2=0.876.
(a) Test the significance of the restriction
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(b) Suppose that x2t is dropped from the equation: would the 
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rise or fall? Please give an explanation. (10%)
(c) Would R2 rise or fall if x2t is dropped. Please give an explanation. (5%)

3. Instead of estimating the coefficientsβ1and β2 from the model
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   it is decided to use ordinary least squares on the following regression equation:
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   where 
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is the residual from a regression of x1 and x2 and v is the disturbance term. (a) Show that the resulting estimator of 
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is identical to the regression coefficient of y on x2. (b) Prove that the estimators of 
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obtained form each of the two equations are identical. (25%)

4. The demand for Ceylonese tea in the United States is given by the equation
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, where 
Q = imports of Ceylon tea in the United States

Pc = price of Ceylon tea

PI = price of Indian tea

PB = price of Brazilian coffee

Y = disposable income
The following results were obtained from T=22 observations:
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(a) Test the hypothesis 

β1= -1, β2 = 0, and β3, β4 ≠0 against βi≠ 0 for i=1, 2, 3, 4. (10%)
(b) Discuss the economic implications for these results. (10%)
5. Show that the simple regression line of y against x coincides with the sample regression line of x against y if and only if r2=1 (where r is the sample correlation coefficient between x and y). (10%)
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