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1. (20 points) The data set provided (data1.xlsx) contains data from 38 countries for
”Expenditure on Education” (millions of US Dollars) (y), ”GDP” (millions of US Dol-
lars)(x1) and ”Population” (millions of People)(x2). Do the following exercise:

1. Run an OLS regression of y on x1 and x2. Interpret the estimated intercept and
slope coe!cients. Comment on the statistical significance of the estimated coef-
ficients. Comment on the ’goodness of fit’ of the regression estimated above. (5
Marks)

2. Save the residuals from the regression. Graph the distribution of the OLS residuals
against that of the standard normal, and comment on whether the former appears
to be normally distributed. Also conduct the Jarque Bera Test (Or any other
Formal test of Normality) on the residuals from the regression, and check whether
the residuals are following the OLS assumption of Normality. (5 Marks)

3. Use any formal method to test for the presence (if any) of Heteroscedasticity in the
above regression. Interpret your results(5 Marks)

4. Use any formal method to test for the presence (if any) of Multicollinearity in the
above regression. Interpret your results. (5 Marks)
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1. (20 points) The data set provided (data2.xlsx) contains data from 64 countries for
”Child Mortality” (y), ”Female Literacy Rate”(x1), ”Total Fertility Rate”(x2) and
”Per Capita GNP”(x3). Do the following exercise:

1. Run an OLS regression of y on x1, x2 and x3. Interpret the estimated intercept
and slope coe!cients. Comment on the statistical significance of the estimated
coe!cients. Comment on the ’goodness of fit’ of the regression estimated above.
(5 Marks)

2. Save the residuals from the regression. Graph the distribution of the OLS residuals
against that of the standard normal, and comment on whether the former appears
to be normally distributed. Also conduct the Jarque Bera Test (Or any other
Formal test of Normality) on the residuals from the regression, and check whether
the residuals are following the OLS assumption of Normality. (5 Marks)

3. Use any formal method to test for the presence (if any) of Heteroscedasticity in the
above regression. Interpret your results(5 Marks)

4. Use any formal method to test for the presence (if any) of Multicollinearity in the
above regression. Interpret your results. (5 Marks)
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1. (20 points) The data set provided (data3.xlsx) contains data from 50 US states for
”output”, measured as value added in thousands of U.S. dollars (y), ”worker hours”(x1)
and ”capital expenditures”(x2). Do the following exercise:

1. Run an OLS regression of y on x1 and x2. Interpret the estimated intercept and
slope coe!cients. Comment on the statistical significance of the estimated coef-
ficients. Comment on the ’goodness of fit’ of the regression estimated above. (5
Marks)

2. Save the residuals from the regression. Graph the distribution of the OLS residuals
against that of the standard normal, and comment on whether the former appears
to be normally distributed. Also conduct the Jarque Bera Test (Or any other
Formal test of Normality) on the residuals from the regression, and check whether
the residuals are following the OLS assumption of Normality. (5 Marks)

3. Use any formal method to test for the presence (if any) of Heteroscedasticity in the
above regression. Interpret your results(5 Marks)

4. Use any formal method to test for the presence (if any) of Multicollinearity in the
above regression. Interpret your results. (5 Marks)
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1. (20 points) The data set provides (data4.xlsx) data from 84 of the largest firms in
the Netherlands for ”average salary” of top managers (in thousands of Dutch guilders)
(y), ”profit” (in millions of Dutch guilders)(x1) and ”turnover” (in millions of Dutch
guilders)(x2). Do the following exercise:

1. Run an OLS regression of y on x1 and x2. Interpret the estimated intercept and
slope coe!cients. Comment on the statistical significance of the estimated coef-
ficients. Comment on the ’goodness of fit’ of the regression estimated above. (5
Marks)

2. Save the residuals from the regression. Graph the distribution of the OLS residuals
against that of the standard normal, and comment on whether the former appears
to be normally distributed. Also conduct the Jarque Bera Test (Or any other
Formal test of Normality) on the residuals from the regression, and check whether
the residuals are following the OLS assumption of Normality. (5 Marks)

3. Use any formal method to test for the presence (if any) of Heteroscedasticity in the
above regression. Interpret your results(5 Marks)

4. Use any formal method to test for the presence (if any) of Multicollinearity in the
above regression. Interpret your results. (5 Marks)














