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Note : Answer the questions from each Section as 

directed.  

Section—A 

Note : Answer any two questions from this Section. 

2×20=40 

1. (a) Explain and illustrate the assumptions of 

the two variable linear regression models.  

(b) Prove that the OLS estimator ˆ  is the best 

linear unbiased estimator of .  
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2. You are given the following data with critical  

t-value = 3.169 : 

Y 2X  3X  

5.92 4.9 4.78 

4.30 5.9 3.84 

3.30 5.6 3.13 

6.23 4.9 3.44 

10.97 5.6 6.84 

9.14 8.5 9.47 

5.77 7.7 6.51 

6.45 7.1 5.92 

7.60 6.1 6.08 

11.47 5.8 8.09 

13.46 7.1 10.01 

10.24 7.6 10.81 

5.99 9.7 8.00 

(a) Estimate the regression equation : 

1 2 2 2 3Y X Xi i i iu  

where, iu  is the error term.   
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(b) Formulate the null and alternative 

hypotheses and test whether the 

coefficients significantly determine the 

dependent variable.  

3. What is meant by Autocorrelation ? What are 

its consequences ? How do you detect the 

problem of autocorrelation in a data set ? 

Explain any one method to remove the problem 

of autocorrelation.  

4. Using dummy variables, describe the process of 

testing for structural change in a saving 

function.  

Section—B 

Note : Answer any five questions from this  

Section. 5×12=60 

5. Explain and illustrate the process of hypothesis 

testing of regression coefficient using the test of 

significance approach.   

6. Describe the procedure of applying the 

maximum likelihood estimation method in a 

logit model.   
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7. Examine the properties of least-squares 

estimators using Gauss-Markov theorem.  

8. What is meant by multicollinearity ? Explain 

any one method of detecting multicollinearity.  

9. What is meant by recursive system of 

simultaneous equation model ? Describe the 

recursive system with three endogenous 

variables 1 2Y , Y  and 3Y  and three exogenous 

variables 1 2Z ,Z  and 3Z .  

10. Explain the meaning of each of the following 

terms : 

(a) Endogenous variable  3 

(b) Exogenous variable  3 

(c) Reduce form equations  6 

11. What do you understand by an identification 

problem ? Illustrate your answer with an 

example.  

12. What is meant by Instrumental Variable (IV) 

Method ? Illustrate the estimation process  

of IV. 
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t = 3.169

Y 2X  3X  

5.92 4.9 4.78 

4.30 5.9 3.84 

3.30 5.6 3.13 

6.23 4.9 3.44 

10.97 5.6 6.84 

9.14 8.5 9.47 

5.77 7.7 6.51 

6.45 7.1 5.92 

7.60 6.1 6.08 

11.47 5.8 8.09 

13.46 7.1 10.01 

10.24 7.6 10.81 

5.99 9.7 8.00 

1 2 2 2 3Y X Xi i i iu  

iu



 [ 7 ] MECE-001 

  P. T. O. 

5×12=60 
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1 2Y , Y 3Y

1 2Z ,Z 3Z

(IV)
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