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MASTER OF ARTS (ECONOMICS)

Term-End Examination
June, 2012
MECEfOOI : 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 model Y=8,X;+ ByXy+ B3 X5 +u. 20
You are given the following data based on 15
observations :

Y=367.693 ; X, =402.760 ; X, =8.0;
> y%=66,042.269 ; ¥ x2, = 84855.09 ;
Y x%,,=280.0; Y y,x,;=74778.346

DY X3;=42509; Y x,, x;= 4796.0

Where, lowercase letters, as usual, denote

deviations from sample mean values.

(@) Estimate the three multiple regression
coefficients.
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(b) Estimate their standard errors.

(c) Obtain R? and R’

(d) Estimate 95% confidence interval for B, and
B3-

(e) Test the statistical significance of each
estimated regression coefficient using
a=5% (two-tail)

2.  Consider the regression model : 20
Y; =Bt B X;te
Where, €.~ N (0, o)

(a) Find the least squares estimators for B, and
B1-
(b)  Find the least squares estimator for a2,

3. Based on 11 annual observations, the following 20

regressions were obtained :

Model I:  Y,=2.6911—0.4795 X,
Se = (0.1216) (0.1140); R>=0.6628

Model 11 : 1 Y.=0.777-0.2530 I, X,
Se = (0.0152) (0.0494); R?=0.7446

Where, Y =the cup of the tea consumed per
person per day and

X = the price of tea in rupees.
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(e)

(f)

Interpret the slope coefficients in the two

models.

Estimate the price elasticity for Model-I
(Given Y = 243, and X = 1.11)

What is the price elasticity for Model-IT ?

From the estimated elasticities can you say
that the demand for tea is price inelastic ?
How would you interpret the intercept term
in Model-II ?

Since R?in Model-II > R?in Model-I ; Model-
Il is preferable to model-I. Comment on this
statement.

What do you understand by heteroscedasticity ? 20
What are the consequences of using OLS in the
presence of heteroscedasticity ? Explain
Breusch-Pagan-Godfrey Test to detect it.

3 P.T.O.
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SECTION-B

What do you understand by coefficient of
determination (R2) ? You are given two models

with the following R? values.
Model 1 : R?=0.68
Model 2 : R2=0.99
Which model will you choose and why ?

Consider the following models :
Y;=Bgt B Xi+BoDy+ B3Dai+ e
Where, Y = annual earnings of candidate
having MA in economics
X =years of service
D,=1 if MA from IGNOU
={ otherwise
D;=1 if MA from D.U.
={ otherwise

(a) What are the expected signs of various

coefficient ?
(b) How would you interpret B, and B ?

(c) If B, > B3, what conclusion would you

draw ?

(d) How would you test the hypothesis that
B,=PB3=07
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10.

11.

12.

Consider the multiple regression model. Explain
step by step the procedure involved in testing the
statistical significance of :

(@) a single regression coefficient

(by all partial slope coefficients.

Outline the steps you would follow in estimation
of parameters through the methods of Generalised
least squares (GLS).

How do you detect autocorrelation in Auto
Regressive models ? Explain using Durbin h. Test.

What is the use of Chow test ? Explain the steps
you would follow to use Chow test.

Outline the steps you would follow in principal

components analysis.

Consider the f(jllowing two equation model :
Yy =aq+ oY +agX + ey
Yo =By +BoY o+ BaXp ey

Where, the y’s are endogenous variables, the X’s,

the exogenous variables, and €’s, the stochastic
error terms.

12

12

12

12

12
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(b)

(c)

MECE-001

Obtain the reduced form regression
Determine which of the equations is
identified.

For the identified equation, which method
of estimation would you use and why ?
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THI.HE-001 : Ireifufy fafimat

Tqg : 3 qUe SfirmaT 3F : 100
FT: g 'Fw'Q frgt gt v oy ‘@ @ fet ol wv
& I g/
-
1. 39 Hied W f5ar Fifse 20

Y =B;X; + ByXy + ByXy+ .
39 9 15 S0l W smenfia frfafea afe €

Y=367.693 ; X, =402.760 ; X5=8.0;
Y y?,=66,042.269 ; ¥ x°,.= 84855.09 ;
Y x2,;=280.0; Yy, x,,="74778.346

> y;%3;=4250.9; Y x5, x5;= 4796.0

STEl, BI HFH NeN, YRV IR R, Wioey Areg wHl 4
wiy faraerdi = gaid &
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(a) T SEEEIFA iR Rl STeRferd HIfC|

(b) I A Ffedl B AHTEd HifT|

(c) R2SR R =t wifd HiC|

(d) B, ¥R B, F Fow 95% favarenan sfawet =
aehfad ST

€ «=5% (5-T%0) F Wi q, yeF IHica
FEIFAT ONE % GiFEAHE We H T
HIWT

2. gHIHEY Ated W R HIfT : 20
Y =Bg+ B X;+¢;
&, €, ~N (0, 0%)
(@) By ¥R B, ¥ foQ =Aan o sTeeTehl &1 Tl
AT
(b) o2 % fee =AaH o ATheTH H T AT
3. 11 @i Jeo ¥ enuR R, FreAfafed gagEel w1 20
wIfe & 7
aeAl:  Y.=26911-04795 X,
Se = (0.1216) (0.1140); R2=0.6628
weAl: 1 Y=0.777-0.2530 [, X,
Se = (0.0152) (0.0494); R?=0.7448
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W@, Y =it (fd feaq) Suysd = 1 9 2

ARX == & g Tl 4 2

(a) i ATedl ¥ @Te UMl S SATEAT BT |

(b) Hiea-1% fau Fwa A &1 e Hite |
(f ™R ¥ = 2439 X = 1.11) |

(c) Wied-11 % fo wima e #1182

(d) mwawmmm%ﬁm%
fore AfT, #va Ar=EE 87

() oMY Hiew-11 § 3{a: TS (intercept) M= &t
T HH HE?

() dfw Afea-11 & R? > Afea-1 9 R, Algd -1,
TiEd-1 %! g ¥ sl 81 39 HF W feuuit
e

4, ooy feranferar (heteroscedasticity)@ AY FMEAId 20
$7 faym forafer 31 et 4 o o @ % T &
uftom = 2 9 gal @ & foT u-wiE-
ek TOET FH1 FUMH SIS |
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HT-9

fryiror o (R?) @ 19 1 9O § 2 SATIRI
frefafaa R2 AT wfed <1 Afed feg 9m €
Higd 1 : R>=0.68
Ared 2 : R?2=0.99
3 foFg wiea &1 o) =& == &4 ?

frefafad Aea W fa=r Hifa
Y; =Byt BrXi+ ByDoi +B3Ds; e

@I, Y=TA.T (Jdmer) ool safigar #i aiftfs
3T 1
X =%ell % 7 §
D,=1aR g AT A

=0 =
Dy =1 e feeeht favafaarem @ ww. @

=0 =
fafay Toniel % yenferd Wehd = € 2
39 B, R B, T A F& F ?
a3 B, > By, A MY AN e fFhred®t 2

(d) 39 IReHeTT 1 The hY HE fR
Bz=B3:0 ?

RGO
D A
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10.

11.

12.

og HAIgAY disd W fa=r Fifww frfafes
Hifershta Heed o e § wimfoa swifafy
FHAG dd q GHART :

(@) TS (single) HHIHIO T[0Th

(by w4t sTifere @ U

A=A =am 51 (St ue va) fafd & arem |
YTael % SThe § STEI0g =Xl i T8 HIfTT|

WA giscdl B Y Wyeqsl &1 9al Fd oid
%2 sfdv wa. qhew ¥ wam @ oy Hifaw

=S (Chow) &0 &1 &1 &1 § 2 =ai qlere &
A & o, STeRvira =)ol &1 i sifer |

g uTs forgeiyur |, 319 o 9ol &1 T Erv &7 7
wy HifaT|

fFrfafaa fg afte aige . faar wifsu
Yq = ot oyY, +a X +ep,
Yo =B HBY | B3 Xy + ey

STl Y, siastd 9 €

12

12

12

12
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X, afgsiia =v €, &R

€, TEITST Ffe Heieh weg €

(a) U F9 FEHA F Wi FRT)

(b) Truito wifs fe ® @ st sifufyifa
(identified) ¥ |

() rfufuifta wfiew % g, o9 e Hit
FH g fafy #1 ya@m F& R F&i 2
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