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MASTER OF ARTS (ECONOMICS)

Term-End Examination

December, 2012

MECE-001 : ECONOMETRIC METHODS

Time : 3 hours Maximum Marks : 100

Note :  Answer any two questions from Section A and any five
questions from Section B.

SECTION-A

1. Consider the following regression output : 20

A
Y, =0.2033+0.6560 x t

Se = (0.0976) (0.1961)
R2=0.397 RSS =0.0544
ESS =0.0358

Where, Y =Labour Force Participation Rate
(LFPR) in 2010 and

X=LFPR in 2006
The regression results were obtained from a
sample of 19 clusters in Mumbai.

(@) How do you interpret this regression
output ?
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(b)  Test the hypothesis :
Hy : B, =1 against
H; : B,>1. Which test statistic would you

use and why ?

(c) Suppose LFPR in 2006 was 0.58 (or 58%) ;
on the basis of the regression results given
above, what is the mean LFPR in 2010 ?
Establish a 95% confidence interval for the

mean prediction.

(d) How would you test the hypothesis that the
error terms in the population regression is
normally distributed ? Show the necessary
calculation.

2. Define multicollinearity and explainhow doesone 2
detect it ? What measures can be taken to alleviate

the problems of multicollinearity ?

3. Explain the underlying ideas behind the logit 2¢

model.

Explain on what grounds logit model is an

improvement over linear probability model ?

4. What is GLS ? Why are estimators of GLS 20
BLUE ? Explain the mechanism of estimating

parameters of GLS.
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SECTION - B

5. What is meant by heteroscedasticity ? What are 12
its effects on the following ?
(@) OLS estimators and their variances,
(b)  Confidence intervals.

(c) The use of t and F test of significance.

6. Let éYX and aXY represent the slopes in the 12

regression of Y on X, and X on Y respectively.
Show that

A A _ .2
Byx Bxy =!

Where, r is the coefficient of correlation between
Xand Y.

7. What do you understand by partial adjustment 12
model ? How is it different from dynamic
models ?

8. Consider the following model 12
Yi=PB1+ BaDy; + B3Dy; + By (DyDy ) + BsX,
Where, Y =annual salary of a professor
X=Years of teaching experience
D, =1 if male
=0 otherwise
D5 =1 if white
=0 otherwise.
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10.

11.

12.

(a) The term (Dy;Dy)) represents the interaction
effect. What does this expression mean ?

(b) What is the meaning of 3, ?
(c) Find E(Y,/D,=1, Dy=1, X)) and interpret
it.

Explain various methods of estimating the
autocorrelation parameter P and in the AR(1)
scheme.

Explain the Koyck approach to distributed lag
models.

Explain the Hausman specification error test for
testing the simultaneity problem.

Consider the following demand and supply

model for money.

Demand for money : M‘E =apt oY+ ooR,
+oazptuqt

supply of money : M} =Bg+ By Y +uy

Where, M =money, Y =income, P = price and
R =rate of interest.

Assume that R and P are predetermined.

(a) Is the demand function identified ?
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(b) Is the supply function identified ?

(c)  Which method would you use to estimate
the parameters of the identified
equation(s) ? Why ?
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TU.3.E13-001

TA.U, ( 3refymre )
L EIGIREEiF I
faaraT, 2012
. HE-001 : Iredfufw faferat
9HT : 3 qU2 3frmay 37% : 100

Te: g ‘s’ Qe et gv R 3k v ‘@’ @ fart wier v
&F IW gIfT

-
1. frfafes s frfa w faar s 20

A
Y, =0.2033+0.6560 X t

Se =(0.0976) (0.1961)
R?2=0.397 RSS=0.0544
ESS=0.0358

W& Y= 2010 ® s\ 9@ gegafmar @
(.U .3R) ® 3R
X =2006 ¥ TA.TH. 93N, T
TG Yol St Wi, gag | 19 W (clusters)
o+ gfaeel 9@ = TR
(a) T9 gEgFY fia S sare o FE FW § 7
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(b) ORERETT 1 Ther HifET
Hy: By=17 gam ®
H, : B,>1. 11 ® wdiero wfaeelst &1 ey waim
HET R i ?

(c) WM &ifs f o 2006 B Tl wH.9.AR. 0.58
(A158%) & ; T feu MU gm0y gftomi &
IMUR W, 59 2010 H AIET Tl U, 9. R,
€7 WeA YN (prediction) % foTT 95%
forgamean sique Tenfig wifsa

(d) @79 39 YR &1 The H8 w6 fF mafe
TugEu H fe vee gHHE wY 9 sfeq €2
Fifemrd gfterer guize )

2. 9gEEdl ® aRfad SIS ok avi Fife i gger 20
el S AT S § 7 og Gl H WS SR
& T o 3 SroAE W g ¥

3. s (logit) Wi fa fommi W emenfig £2 aoly 20
FIY | SR R forg anem W @ifae wiea, Yas
T gFar Hige 9 Sgal & ?

4. S ©@ wH (GLS) 71 ¥? St wA ©H ¥ Arpers, 20
BLUE #11 €7 St Ua UE % Y=l &1 sfehferd 3
& T 1 T HIfST
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HA-9G
fauy fe=nferar @ = Afvyrm 2 7 Ffafea = sae
FIT TS © ?

(a) SNUA.TH. AHAF AR §H T
(b) forvaremr sHaua
(c) 2 IR TH WiefeRdl-TO= HT ST

A A
A Hifse Byx GﬁIBXY,W: X Y Y WX

% HHIFAU H T (slopes) gl
R e
éyx éxy =r?

SR 1, X 3R Y & i FEEey-Tuni

© 3ifyTe wHES wied @ 9 I WU &7 9%
s g9 (dynamic models) & %8 fia 82
frafafes aisa W fa=wr ST .

Y;= By + ByDy; + B3Ds; + By(DyiDy) + BsX;
S, Y = TrheR &7 it 3 §1
X = Regor-arga & ard €
D,=14f e
=0 IFIA
D,=17fz ¥ad
=0 e

12

12

12

12
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10.

11.

12.

(@) (DyDsy) &Aa:fwar gsra &1 gwoifar &1 =@
SAfyeafad =1 m 219 &2

(b) B, a1 e B2

(c)  E(Y;/D,=1, Dy=1, X,) & dl &7Eu 33X
THRT AT FIT |

AR(1) AT ¥ HEHeY el P Swferd s w
fafay fafe=i =1 oo wifsm

sifed qeedl Hige & Hew F w9 (Koyck) Iy
1 U IS |

TUEHIAFT T F AN FE F faq gradq
(Hausman) faftde Ffe WWEFTWWI

A o fer, frefafea o ud amfd ofea w
a)isﬂ
¥ H1OHT - M?=a0+(x[Yt+a2Rt
+agptugt
BT A - v =B+ ByY, +uy,
STEl M =¥, Y= 1, P=%19q 3R R =299 5 =1
Tl
AT SIS o R 1R P yeifeifig &

MECE-001 10

12

12

12

12



MECE-001

1 U e fateifE 72

T AYfd wea AT (identified) & 2
Hfufifa Ttewwo(ol) & wreel % s
% foTu emme s G fafy 1w &8 ok 341 2
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