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Note : Answer the questions from both Sections as 

directed. 

Section—A 

Note : Answer any two questions from this Section. 

2×20=40  

1. (a) What do you understand by error term in 

regression model ? 

(b) What do you mean by estimation ? 

Describe the least squares method of 

estimation. 

2. (a) Show that the estimates 1
ˆ 1.572   and 

 2
ˆ 1.357  used in the experiment of the 

following data are in fact the OLS 

estimators : 



 [ 2 ] MECE–001 

   

               Experimental Data Table 

Yi Xi 

4 1 

5 4 

7 5 

12 6 

(b) Consider the following formulations of the 

two-variable PRF : 

                 1 2Y Xi i iu  ..............(1) 

                  1 2Y (X X)i i iu  ....(2) 

Find the estimators 1  and 1 . Are they 

identical ? Are their variances identical ? 

3. (a) Describe any five assumptions of classical 

linear regression model. 

(b) Explain and illustrate Gauss-Markov 

theorem. 

4. (a) Given the two-variable model : 

1 2Y Xi i iu      

Test the hypothesis that there is no 

relationship between the variables  

X and Y. 

(b) Describe the concept of confidence interval. 
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Section—B 

Note : Answer any five questions from this Section. 

5×12=60  

5. Explain and illustrate the coefficient of 

determination (R2). State the situations, when 

R2 = 0 and R2 = 1. 

6. What do you mean by autocorrelation ? Explain 

how to detect and correct autocorrelation 

problem. 

7. What do you mean by Chow test ? Explain its 

use with suitable example. 

8. Explain the use of instrumental variables 

method in regression analysis. 

9. What is a dummy variable ? Explain its use in 

regression model. 

10. (a) What are the reasons for hypothesizing 

lags in econometric models ? 

(b) Define a distributed lag model. 
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11. Explain and illustrate Logit model. Examine 

the process of hypothesis testing in case of 

Logit model. 

12. Write short notes on any two of the  

following terms : 

(a) Endogenous variables 

(b) Structural equations 

(c) Simultaneity bias 

(d) Recursive system 
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1
ˆ 1.572 

2
ˆ 1.357  ] 
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] OLS

Yi Xi 

4 1 

5 4 

7 5 

12 6 

PRF 

             1 2Y Xi i iu      ..............   (1) 

      1 2Y (X X)i i iu       ............ (2) 

1 1
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1 2Y Xi i iu      

X Y

5×12=60 

2(R )

2R 0 2R 1
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