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Question One
Given a hypothetical data on a monthly family consumption expenditure Y, and the monthly family income X as follows;
	Y ($)
	70
	65
	90
	95
	110
	115
	120
	140
	155
	150

	X ($)
	80
	100
	120
	140
	160
	180
	200
	220
	240
	260


a) Develop a matrix formulation for the above data set 		(5mks)
b) Estimate the β parameters. 						(10mks)
c) Find the variance-covariance matrix of β 				(5mks)
d) Find the coefficient of determination R2				(5mks)
Question Two
a) Explain the meaning of the term dummy variable as used in econometrics.								(3mks)
b) A school has introduced an extra course of reading lessons for children starting school and a researcher is evaluating the impact of the course on the scores on a literacy test taken at the age of seven. Using appropriate examples, explain the four main types of variables that they may consider in an empirical analysis.				(12mks)
Question Three
a) A researcher has a sample of 43 observations on a dependent variable, Y, and two potential explanatory variables, X and Z expressed in a matrix notation. Explain the properties of the Matrix transposition.											(7mks)
b) Given an estimated equation as follows;
Y	=	26,158.62	-	1734.47D2i	–	3264.62D3i
s.e	=	(1128.523)		(1435.953)		(1499.615)
t	=	(23.1759)		(-1.2078)		(-2.1776)
p	=	(0.0000)		(0.2330)		(0.0349)
R2 	=	0.0901
Required: Provide an interpretation of the ANOVA results above 	(8mks)



Question Four
a) Explain the assumptions of the Classical Linear Regression Model in matrix notation. 								(5mks)
b) Using the Cobb-Douglas production function explain the term Restricted Least Squares as used in Econometrics 				(10mks)

Question Five
Given the hypothetical data as follows;
	Y
	20
	23
	30
	42
	50
	60
	65
	26
	40

	X
	3
	5
	10
	20
	19
	40
	43
	12
	19


a) Show proportion of Y explained by X 				(9mks)
b) Show if X is an important determinant of Y 			(6mks)

……………………………………………..
END


image1.wmf

