Exercises for ECON 4150, Spring 06

In order to get familiar with the textbook and the problems we should be able to solve in this introductory econometric course, the first problems for the seminars are mainly

taken from the textbook “Undergraduate Econometrics” by R. C. Hill, W.E. Griffiths and G. G. Judge.

Problem set 1

Exercise 1.1 

In any year, the weather can inflict storm damage to a home. From year to year, the damage is random. Let 
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 denote the dollar value of damage in any given year: Suppose that in 95% of the years 
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but in 5% of the years 
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(a) What is the mean and the standard deviation of the damage to a home in any given year?

(b) Consider an “insurance pool” of 100 people whose homes are sufficiently dispersed so that, in any given year, the damage to different homes are viewed as independently distributed random variables. Let  
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denote the average damage to these homes 100 homes in a year. (i) What is the expected value of the average damage  
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? (ii) What is the probability that 
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In addition to this problem solve the following exercises from the textbook: 

 2.17, 2.18, 2.22, 2.26

Problem set 2.
Exercise 2.1

Consider two random variables 
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(a) Show that 
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(b) Show that 
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(c) Suppose that 
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are independent. Show then that the covariance between 
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In addition solve the exercises: 3.9, you will find the data in the file capm.xls, 3.15, 3.16 using the data in the file br-1.xls.

Problem set 3. The problems here summarize properties of the least square method (OLS). In particular they remind you that OLS estimators and estimators in general are random variables. 

Solve the exercises: 4.5, 4.9, 4.12, 4.16

Problem set 4. The point with the exercises here is to become familiar with procedures for testing hypotheses on regression coefficients and constructing confidence intervals.

Solve the exercises: 5.13 using data in the file insur.xls, 5.14 using data in the learn.xls, 5.15, 5.18.

Problem set 5. The step from simple regression to multiple regression is in many ways immediate. The problems listed below is meant to give you some training in using multiple regression.

Solve the exercises: 7.9 using the data in meat.xls, 7.10 using the data in clothes.xls.
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