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1> Explam o] y the meaning of the following terms .  (60% )
(1) The Durbin-,Watson test .
(2) Mean squared error .
(3) Asymptotic efficient .

(4) Consistent estimator .

(5) Generalized least squres .

(6) Best linear unbiased estimator .
(7) Heteroscedasticity

(8) Logit model

(9) First-order autoregressive process .
(10) Instrumental variable estimator .

2 ~ The simple regression model : Y = a+ X +u;u~IN(0,0%) isestimated by OLS .
Suppose X can only assuine the values 0 é.nd 1 . The sample consists of n,
GbSstvations for which X =0, and n, observations for which X =1 . Let 7, be the
mean of Y for the n, observations for which X =0, and ¥, be the mean of ¥ for

the n, observations for which X =1 .Find &,3,and Var(f) . (20%)

|3 ~ For the three-equation model

Vi =By + X, +uy,

Vo =By + Byys +¥uXy + ¥ X, +u,

V3 =¥uX; +uy

where y,, y,,and y, areendogeneous,and x,, x,,andx, are exogeneous.

(1) Discuss the identification of each of the equations, Based on the order and rank

conditions .

(2) Suppose that you want to estimate the first equation by two-stage least squares, but you

~ have only an ordinary least squéres program avarilable. . State how you would estimate |

Biss ¥in.and Var(u,) . (20%)




