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Gl (o bl i pads ) Gen) zses () Joasl) skl o g - Al il
cale Lalaad)
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Sl ainy Y M gl (o cancagl Aaia il daia) Cylail) Caud :Zaman LaaY LS
Lo and o) Al 4k Sl o AN Zle e Uil 4 st ge ez lie e (bl cain
Clilall (e Canlll alay ) jalial) ey Y cdid Qg e g Ll Chragil wjh z3sai ) e
Abrall due S gly s sl 13 Lgle alae ) oS Y diee 3l aladial axe ) aladany
o i a8 ) GRY) Zilall e glsl e il auiall e (6 s s Saall 3l (LS
Al Jae bl ae calids

On dadll iy o i (bl (i) Csbad 1 M =gy @l s Kery Patlerson il 3,
LAl dga (e lilall alad) kil g cdga (e Auala®Y) Lkl

i) sy (Ubal) i 48 sas V) (63 (i) sled) g Aladl (& i) e Yoy
i ag) 1 U e pan Sl Peter Kennedy ki dgag aaan s of Gaalill oK cclibul) 8
O i i agall daxat el Aalidal) cahlaa¥ly ecnliblly Akl G el By w0 Ciaa (g 3sel
leple ek ¥ Al bl Guins s a qull WY el e bl Ll Qi 3alSs Julil padn s
RZ S e Lgd il Gyhall Cuintg [ @ la lovell | Lsimall cligioe Jaaas ¢ ol <l jlis)

(s 2y collaal Loy (05 28 Balae iy e adiny slad il e i) ol jlanl) s sidl 1)
by el iy aabsg 1ia Ylad Uskl call Glld 8 L) s 055 el Carn il 55 52506 g
Wglaag cduylaill Gy Ul Hlos) o adiay andail) wlidll SLa@¥) (' < gl 5,0 kennedy —1
(669 daia 2015 ¢ hlasa) "l 8 carnll dldaall HUasY) ol
Tests for Omitted Variables and :pma—all p& Al J< &g 48 glaal) cfpaiall c)ylad)
Incorrect Functional Form

2 ei Vs bl 2 3sall’ ga ddidas chLaaY Gy ) z3saill b piall pakiias Y a8l 8
A8IS Jli 4] sz 3gat ) i eJlaal) Gl b i) bl Cuilally doylail) e ol L Gl
@l e ans o ae Dl clylad) aladials z3sadl) 138 Gkt & el )l Jas g gungall Cuilsa
layS3 bl aal) 3l Slad) e 2l & A o) Slae¥) b e caly Uil it b s
U payaiwi zdgaill 48 il ¢ Hlidall m gl 48 dn )y ddjaae Jglad Ot cdls pall 28 2ie Byl
Durbin- slas) Azl lnbdsy @idle s 8)0all e labeal) chla) (8)02all ¢ a (R? e o gl
s a8 el & Sig m3saill d83g Baga Ao (3l o amo La (Bas e WatsOn

13



ey Alad e by Wl il Gl aadied ol ol caales e Ally J<G Laadia) o claga faria L
s3a e ST ol aaly e Alay Ul z3gail) (IS 13 Lo ddjeal 13S0y (Al ) Tl Y)Y Allyy
A L) (e aadias o (e o JSLaA
Examination of Residuals : 2lsd) jLasl

L)Y ) LSy dage Lyem (a0 8 ey JBlsd) lad) ((12) Joadll b Uyily G S
Lol (dpadaial) lilad) & Liagiad (Liad Wylas) oo sl sda (STg coalall <aDas) of i)
aal lia IS Lol pe o I aladia) o dagal) culyiall aal Caday daleiall Cioagil) clasy
caane Jaai Al (5 salls Galall Shall acoll (ld ¢sUas Y o3

(7) deadll & alidiliy 3ae llg AapnSal) AASHY Al yiied licd (gl

X = gl WS =Y Cus JEIK ddiaal) LISY A3 Al ) )

Y; = By + BoX; + B XP + B3 X7 + e (4.4.13)
A L ) Al alasily Cand) B8 13 (ST
Yi ES al + ain + a3XlZ + ulz ......... (5413)
saalal) Adadl) Allall ) AT Gals of Lica jidl 13),
Y; + A + X + Usj e e e en . (6.4.13)

IS mpmis lied cCipeagill thi L ladg 38 Gilad) aldl (e SIS o abes Wil e a2 ) e
I3 [(47) Jsas (8 Blana il — A8l i) Aol ZDEN z 3l o IS 8 85080 )
sl Ji5 Lo ad Aadall e it g ¢onad) ) L) e Lkl LS s I die 2y (1.13)
Aaaaall e 23l Calaadl gyl Jaatl) of (N ity Wl (Sly (4ol 5)5.0)

Lo selanee sl ()8 cCaag Uad cllia (€136 L Lilas dacaly sl J<& aladnad a1l il
The Durbin-Watson d Statistic Once Again Al 8« Durbin-Watson = d _Lai)

Ll 0.716 (sslew il (53 (1.13) Jsa> (e 9wl Durbin Watson d slas] Lpal 13)
Qb k=1 5n =10 2 duwall el sl b 3k bli)l llia of i lee cdudadl) 28l A1

d, = 1320 5d; = 0.879 & d Jism ies %5 )
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/\ W+ ﬁ /ﬁ.} N /\‘ o) X
/ \/ Y4 TOutput

(a) ®) (e)

Residuals
o

A (C). 5 A 2S5 A3 (b) dulad A4S A (2) o ol Auguna 1y sl (1.13) J<&

A<t 441K

Fanaaally duay 5l cialadl ALISH FAISH A3 (e y3aall JElpdl (113) Jota

i ﬁin ﬁin ﬁin
Observation Number
Inear Model* | Quadratic Model® | Cubic Model™
1 6.600 —23.900 —0.222
2 19.667 9.500 1.607
3 13.733 18.817 —0.915
4 —2.200 13.050 —4.426
5 —9.133 11.200 4.435
6 —26.067 —5.733 1.032
7 —32.000 —16.750 0.726
8 —28.933 —23.850 —4.119
9 4.133 —6.033 1.859
10 54.200 23.700 0.022
*x ¥, =166.467 + 19.933%; R2 = 0.8409
(19.021) (3.066) R? = 0.8210
(8.752) + (6.502) d =0.716
t ¥, =222383 — 8.0250X; + 2.542X? R2 = 0.9284
(23.488) (9.809) (0.869) R? = 0.9079
(9.468) (—0.818) (2.925) d =1.038
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Y, =141.767 + 63.478X; + 12962 + 0.939X?| R2 = 0.9983
(6.375) (4.778) (0.9856) (0.0592)| R? = 0.99975
(22.238) (13.285) (—13.151) (15.861)| d =270

o daga a8 %05 ) 55%55 1,038 & Tom ) AR ANy e ol Ligunall d Aad 8 Jiallyy
Loadn o 13) o0y L Aa) oda 3 3 3as) e 50l axe ins laa dyy = 1,641 5d) = 0.697
sl od dad o Cus L sl 8 (sayla Bl @l o st (12 deadll Sail) Jaedl) d las)
@ ) i ¥V 5l dy dad QB cras il Ciaagil) duaSal) ZaS3l) A Al W dy e JA
N PR PRV AT
39ns ol Sy Gl G ol s 1a35a1 padt i Levie ¢ ol b al il Congall "Ll ¥V
LLsY) - (zsadll) e ag 8 Lad agag o Juls oSIg (sl (8 ( A5V sl () 30 Ll
g (Uadl) 8 angis g dgaill 8 lgaladi ul 2 ol 3l degall il e ua Al ey 2l idl)
o LS AR Al cpe X dda 1) Dl 1z dgaill 8 8y s il yuiia Ly Undl) an (e gl
(Wyi + BaX?) s @8N 3 52 (2.2.13) man—all e z3saill b Uil a6 (3.2.13)
YU e Gy 35 X7 0 e ddy @iy (agall A Lala Y (6l) sane Taei Lgd jedaas
UL asi Carasill Uad Calin<Y Durbin Watson jladl lassad
OLS 3 iy e deand cagiaall z3sall e 1
asall (50 Z Wia 5 e ke Cida 5 il Uhd e e #3gatl o Liaiie) 13 .2
Lo 1y 0S5 38 gl ¢piaidall 3gail (b dia il X Clpuiia aal (098 8 7 puanal) of LaaY
X3 sl Xy Jie suaaall 13 b
) L) Asleal e 3Ly sl e d elian) a3

. Diep (U — _q)?
= ~2
t=1 U

i) Alabe ot @bl o g 8yg pealls s saalaadl ) i £ aeall 1)) daaY

d

(1) «Caasdl) 8 Uad agag pre i d = 2 dad () Glad) 8- 1
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ol Jod (Sedl (e asld cdogina Baall d ded <l 1Y) Durbin-Watson Jslas o .4
s = 385 LiaMall Gplall Il Slad @lld Gaaa 13l ez dgaill b Cirangi Uad agass Lalal

Glall 855 20 Y o Jllg 2dadly Wje oIS (W) (= X)Z L) ¢ Jall Ll b
G sladl dgng i Laan flly dadadl) LA Jlg (ge UKV del—an] o) Ll 288 L N3ase del—an)
BRI Ay 8 Al A il )l Jlals a1 IS (505 ialy Allal) 030 (b 2Dl L iyl

apeSal) AR 2 3gai i) Hlaidly o) LAl AR Al e dueall 4@l Jaaly (dadadl)

:Ramsey 4 RESET Test Jlaal

Jaadl o agill Uad jlasl) RESET sy car—agll Uadl lle Klas) Ramsey o sl
BNl maagil HLoaY) Jagd L) ISl L (o et (Regression Specification error test)
: OIS i) & ddad Al o RS ANy ) (aidiy ol — UK Jle (AT Bpe padin Lica

DY) 138 e lgde Blaan U @ Blod) Ly 13 V) . 0l = X 5 4SS 40K = Y G
(2:13) (b agmsall UK e Juanin (z3saill o V; 1 8yl Al ¥ 2

a;

400

~
-
e e
3 .

—
w
o
g
N
wm
/o
w
=]
S
W
wn
o

Y, = Ap + Ao X; + yrihal) S s e 5p%all Vo5 @ s (2.13) IS

adlls Aiye x 3 Jlsall oda o) Gas XP ST XZ e ol ol i i 13 Lo g Y - 2

17



ek sl o V) (3 demndl) ksl S el sl 8y alls ;Y 5 D of atl) e
Lo d<s 8 1) alaaiad Ladiiad 13) Ll ey Uae clagy alddl SLall JSa) 8 23ae Jaa By Wele 8
15 Slan] dagina B2l 220 il 1 (R% 3Ly ) o &l ()6 (6.4.13) PERRACEORGHJIELI
A Ay aladni) Uadll (pe IS il ing @lld a8 (8 Jadl) 8 ardlia slodl Fjlad) (bl o)
: JUIS 05 RESET ) sha RESET plasial o)y 8,Sall 4 s3ay (6.4.13) dudasl
Y G 9wl Y ady e dean (6.4.13) e Jliad) z3sadl o -1
Cilpiie ol uieS Ll Ay all (s 8 z3sall Vand pe (6.4.13) Jue auei 2
Aaai ) Al e G Vs @ o Aulad e ADle @llia o (63 (2.13) Ul (e Byaaie
P s Qe agiis Ml Agdlia) panie chuiiaS VP 5 12
Y; = By + BoXi + BsVP + BuY2 +u; ... (7.4.13)
! 30 (6-4.13) (e ledde cleas Al R7 ), — (7-4-13) o0 ke clias A RZ e .3

: JUIS a5 (18.5.8) & sliasy o 3 F LLaS) pladiad woliies il . RZy
(RZy, — R21) [5aiall il pusiall a2e
F=—— o ... (18.5.8)
(1= REew)/ (11— aaal giped) 3 llaal soc )

Adilan] disies g (7.4.13) aladials R? i 5ol cal€ 1)) W (553

ol SN sl U (Kas 5% dginal) (g5 aan dic Sia cdigine dugwonall F dad culS 1) .4
F(LelsY ) G Basase Anleall eUadl) Al ill) Loal ¢ ancagl) Ullie ) 525ally

7, =166.467 + 19.933X;
(19.021) (3.066) R*=0.8409 "

¥, = 2140.7223 + 476.6557X; — 0.09187Y7 + 0.0001197;?
(132.0044) (33.3951) (0.00620) (0.0000074)  (9:4.13)
R? = 0.9983
tole Jeani Foolid) Gabiy (V)5 (8.4.13) (e dswan) 5 (9.4.13) 5 V2 5 V7 :of Laay

o (0.9983 — 0.8409)/2
~ (1 -0.9983)/(10 — 4)

(8.4.13)

= 284.4035 ........(10.4.13)

18



gasaill o iny Lo cille AL aan) dugine Ll F 3 dal o2 of iy of Alpgaas (o)l (S
3l sl (Gl HLEAY) (aa3dcne Y Gl () Jrai gl s e 23503 (8.4.13)
.Durbin-Watson 1 d slas) da8

iy ol = 3gail) dpans s Y 1g3) G ¢ gaudail) Algg e 8 RESET alaial Cilnes (538
o baeliy ¥ b s a i #3saill ddjen ) Cam cdiplall o3a (b Chaan Al it Cigl) G
el diy sl

Lagrange Multiplier (LM) Test for :cisial dd_zy (LM) lagrange ois—aa ki)
Adding Variables

Wllial Vi g dmpaiceinn ¢ HLEAY) 138 macagil .RAMSeY —V RESET [Laay Shay yoiey HLoa¥) 1
s garagll @l
Baihe 8)5aa yiind JI9V) (4.13.4) Lol 28 Aoy (6.4.13) dadasl) dalSal) Ally p Ula 13
(8 Jeadll b 5iall (gyral) ilasyall ageads olidilis (3w Lo ) 552 (40
DAY i all (gl il e LaaSally dasyall dgaal) Jalas o (53 (6.4.13) el lassy!
;A lghaally skt LM sl alasialy @iy
Ay Sl e Jasly OLS alaaiuls (6.4.13) el iy jss ]
lale Ulan 3 3lsd) 08 cmamcall Z3saill 5o (4.4.13) 2l Jlaai¥) dadall b oS 13) .2
X35 X7 o zolill LuaSally dasyall 2g0al) e dlaiiye sSice (6.4.13) (e
Basiall chiall US e 1 sghadll (ga lgle Ulias Al ;1 lasil s s of ing @llyy .3
el Ut b g (aadl z3sail & sasasall el e Al
1(670 daia 2015 ablass)
fl; = a; + @ X; + asX? + auX? +vj oenen e (11.4.13)
Ay yeall Ll aileadl] 4 Jilsies tadl) as 8 v Cus
O B3l R? A b g y—an (Aed) aas) 1 of ENgle cadl 5,u€l) il HlSa] dlls 6 .4
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S XD 5 X Aad) o) G (M Llie 8 ol (gl dasal) ellip cxall HlaaiV) £ 3sa
2 35aill (e Laghaliu
M Ll e
NR2ASY X umber of restrictions) -+« -+« -+ (12.4.13)
D€ Al paas Lgd 05S A VW b () (ils et asy o) dus
e die daall Ladl) e (12.4.13) e lle @l an Al chi-square dad <y 13 .5
ol Gl Clasg el lasiy) by Baall digieal
A Mal) Ullia A jlaasy) gilss
Y, = 166.467 + 19.333X; ...........(13.4.13)
(1-13) Jsan b slane Jlasiy) 13g daalidll elad¥) .alill o X 5 4 A4SE) 8 Y Cus
A il e a3 sshadll b ke g WS (13.4.13) sl Slasi) Jexy Liad 13

i, = —24.7 + 43.5443X; —12.9615 X? + 0.9396 X}
se= (6.375) (4.779)  (0.986) (0.059) (14.4.13)
R? = 0.9896

LM 4l mangs 8 oty il W) ) sl Gl 525 10 (g5l Biad) a0 a2 1 e

2 ahaan g ¢ sl IS dsaa e nR? = (10)(0.9896) = 9.896 o J—ani w: JullS

saa L) adll Jalls 9.2 Ly (gslads Bpmas il (61 dad ) 2ad esinn (gginse 1% 5 cduyn il

el 7 3gaill () camy 4l sy 91 Liginall (Ssiuse ie Ailias) Ligiea 11 9.896 I Liglusally
.Ramsey JRESET loal alasioly damill (it ) Uliag a8 Ll Jaadl . (Ladaad) dal<al 4y ()

ERRORS OF MEASUREMENT :_ubLill ¢Usdf 5.13

G5 Ll 23 XS 5, il Cilysially oV ) el (b da)yaa pal V) 56w L US B

" el o3a by o Layitl 8yl ) By g JAAl) e oDlgia¥) clas lasil 8 6l . eUadl
N3Say Vsd B ) il e alitie I8 b sl o il ol aednll Jlaa Y Nl ¢daay

slaal e Cleal) e aaell Gy clldg ¢ laal) ailgl) L BES Gany ¥ oadsalll pcagll 138 Cawsd

AU e bl elad] i o) el iy calaeal) eladly el slasly cdulan GN) axe
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Adiadl Cidfgall L Lad o aiing cCiagill 3uas jalias aal iied g o eall okl oo dlaing

TR
Errors of Measurement in the Dependent Variable Y Y gl i) @ b eUailf

: Sl gl el

EWIRE VW JERFI ) JUWN
sde (aa a1 Jaall oX,

Sgde Was 1y

SIS (Y aiall) Baalial) i) aadis 3ydlae Lol (S VY o Ly
Y, =Y "+¢& on...(2.5.13)

t o Lala o(1.5.13) s e Yy by ¥ (ekd 8 Uadll e gy

i=(@+pXi+u)+eg=a+pX;+ W +¢&)=a+pX;+v;.....(3513)

slae denss (K (51g) acinall ot Ao daidy «oiSpe Uad an ysieg g5 1 = U 4 & Camn
o) 8 Lasl) s (Ladll o

U e L e ) cov(X;,6) =0, E(uy) —E(g) = 0 ) sl Jaw il
Xi go Lhaipe 3 V' 3 ool oldadl o o cov(X;, ) = 05 o) laall jlaasy)
LalAl) g i) ) AileaYl . phaiipe pe Gelidl) Uadg Abbleall Uas o o cov (X, 6) = 0
Biiial) dalaall jiaia ye juie Wil o at Ally (3.5.13) 5 (1.5.13) o elsms 53l B —
Sl are e ald e 5EY Y il uaad) 8 sagasal) Gabdl) eladl Julby (7,13 gy ki)
A sSi (3.5.13) 5(1.5.13) oo 8aall B daslidll cUas¥lg il Lisae .OLS clysid

tle Juand (3 Ladl) )L.s\) Balizal) Y aladll aladinly

2
(15.13) zisss ¢ var() = 20;2 e (45.13)
l
2 2 2
. A oy oy + 0
3.5.13) zigai : = = e e e (5.5.13
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il (& Gubl) el agas 0ge a2 (o Jllg S cplall e ST 5 kel of Laadls
Al ol e 58 aal) plal) G V) eBatie e callile clilally alleall cilyite 8 ¥ ol
bl eladd e Uadd) 13a (Jia lgad 2 Y
Errors of Measurement in the Explanatory Variable X :X jweall il < bl oUasl]
t ) z3saill al (1.5.13) ¢ Yoy il pa i) (Y
Yi=a+BX +u;
Al oDl clis Vi Gua
Alall Jaall o X7
(L) aolas) Slgdiall Uadll an s
M aalis X7 anlie e Yoy adl (o gl
=X +w;.......(7.513)
t Ml  (6.5.13) ks e Yoy Mg X7 (el b s g wycus
Y=a+BX;,—w) +u, =a+BX;+ (u; +pw;) =a+ pX;+z...(85.13)

coobl) eladly cUas¥) dlslen (e gie Ll Ml ez; = u; — Bw; Cas

Y b dasipe ey (Glabad dagiye i o jreall (ol Jaug W w; of Lcagisl ol s oYl
!(E(Zi) = O

cov(z;, X;) = Elz; — E(z)][X; — EX)] = E(w; — Bw)(w;)  using (13.5.7)
= E(—Bw}?) = =02 .o e . (9.5.13)

DY) zagai b Laga Linjh Cillay @llyg ¢laiize (8.5.13) 8 Uadd) ang sesdall juaaall lilly
2 Lalls 13] .« Slydial) Uadll an = aadafine 3o el uriall ol QAN (il sag ¢ (sadill adl)

g e e vy = Uy + & <Syall Uadll deg cagall Jagy &l g 43 Gun « paia ye Jhle cplall 1 o Jaadls o<1 -3
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ke (56<8 e (gl (Lilad 3 i e (Sl c8haie Jath a1 o] OLS e of cildl) (K aild ¢l
gina e aaly N Al pas 3y 5l s Bate

ind 22015 ¢ ahlass) of 3BA13 sl (AlL3 Galdl b cuia (8.5.13) ziasall 4 ailly
:(671

—_— ..(10.5.13
1+ av?,/ax*] ( )

B L) gl s plimB 5 il XT 5wy cols Ji6 0+ 5 02 S

plimp = [

1) s 4l e (10.5.13) ol (913lad) T e Bl 0580 o pdisie GalsdY) o Le Jlaall ) Ly
B ol cinse B of Ll 13) 5aY) adly (8.8 U Jaie O B Ol a5me e IS daall aas )
@l lia oKl 1Y) adalls il e DB ail) 6 Mallg cdiiiall gk (e Jib B dad i
B Bl etia Bk iimas B 0l (02 = 00 8l) X 3 bl b eldad]

pe) G 8y i) iyl o i) ek Lavie daida A e Gl eladl i Jullg
b o) olaal cupgla 13 cliyy 3rae LS cabally . 3aita jtia o Jsmnl) dlSa) pre ) 0535
Gl yaial) 8 Guladl) eladl cpela 13) Ll Liadl ddiiag Baaie yue 15 Y Cbaiall () daih alll juaial
o O L o (Sar Wil cddyliial) Gy gan) dadgiall Alggedly cuad LY Sl Lo .5y usial
iy A Eigan e aiE of e dualall Slaadatl) JO JEIL o pe A3le B i
oS Y Ml o 5 0 e ol bl ol Bl LiSey Lia caudally (sl OLS joais aladiiad) 8
Myl sae e oSl

Gl paial) ae Jalaill oo Allal) AC sall 2o bl Wjlae) Ko Ally (9AY) CllaYl s
e datine e g V) Ala) X i) e 530S day ddadize (S Ll (e a2l oy cac Lisdl)
AL 2o Luall uaial 13a e olag) g Ui 13 (w5 1 l) oobadll elaal agon of dlsleall Ut as
B Buie e o Jsanll dliSa

538 Jia lasl Jgad) ol laall aBlsll (8 %0 (e IS Jed g caaaill cddeal) 028 (Sl
s calbin o 8 (gl Jab galaies Y Wil o3 Ll (pa (o<l 5 i€ QYT b i ciae Lasal) il il
el ul€ 13 L Adyae el o LG a3l csaeLal) cilprial) e Jsonll dige i uils
Nl w5 uy Waall sgas e dliie Jadll sac Ll
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A o3 o (oAl cilaliil dllia byl

Aahall Jae @lilll g Usiesd) 508 e 580 (ebiall e 2 @llag . aliall elaa] 1A sa0a

An Example :Jta

: Ml JEdl b dald) 5l (adli

D) X Aadall Jaall V" ddiaall Dlaa) wlis oo el alily Jax (213) s
chriall @l (8 4aS 4 ey L Joaad) ¢ X Guliall Jaally Y uliall
Measurement Errors in the Dependent Variable :bi ¥ gl jiciall & (uladl) BINY
Y only

fot Agigal) Dlgia) Al lasall Ul e 2l

¥ = 25.00 + 0.6000X;

(10477) (0.0584) (1) 52
t = (2.3861) (10.276)

R%? = 0.9296

tsle demnin V7 (e Yoy Yy leasiad 13 ol g 8

Y, = 25.00 + 0.6000X;
(12.218) (0.0681)

t = (2.0461) (8.8118)
R? = 0.9066

sl ) L o LS s cdlaleall 80iall dadl) (bl e pling ARl ) il e oty WS
sy [(5-5.13) Lkl ] 235 clalaall 508l G aslidl) ol of s ool yunal) 8 (el Uaad
O Cus cuglidia | (12.5.13) 5 (11.5.13) & syl clalaa of sl Lagec (12.5.13) b el

(12.5.13)

cosbll eUadl #3ga g b pe bl Lol a3 il
Errors of Measurement in X :X & (abidl) sl

X; Leaiiad oX; alasiad e Yoy asl oY) Gyl (11,5,13) o Gall V) o) Capes o
P SIS s lany) il (X (el pabiias La Bl adll 3 ad] aaY)
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Y =25.992 + 0.5940X;
(11.0810) (0.068117)
t = (2.3457) (9.6270)

R? = 0.90205

Bpuaiall il o) uanall (b el elhal s 05S5 Laxie ikl o2

(13.5.13)

O 3 (10.5.13) (e = 1o i il Jliall 138 & Laall (] 8o §paall CDLalaall
Jalas Jany L 0F- = 3667 5072 = 36 of liajiél @bl algi dieg «02 /07 o aciny il
(36/3667)%0.98 Lujis (sslun Dia uail

Dl Jans agiis Laxie (6l X5 Y o IS (a6 Uad allia IS 13 aangy Lo ans fgylall @l
(2313 gua i) X7 e V7 e Y X e Vi

Sla) YV (Raaal) Jaall) X o(Liaaal) Dlgn ) las) Y e Al lily (213) Jsas
Y5l LIS bl (Galall Jaall) X 5 (Aasliall SDlgin)

Y* X" Y X e w u
75.4668 80.00 67.6011 80.0940 —7.8655 0.0940 2.4666
749801 100.00 75.4438 94.5721 0.4638 —8.4279 -10.0199
102.8242 120.00 109.6956 112.1406 6.8714 2.1406 5.8242
125.7651 140.00 129.4159 145.5969 3.6509 55969  16.7651
106.5035 160.00 104.2388 168.5579 -—-2.2647 8.5579 —14.4965
131.4318 180.00 125.8319 171.4793 -5.5999 —-8.5207 —1.5662
149.3693 200.00 153.9926 203.5333 4.6233 3.5366 4.3693
143.8628 220.00 152.9208 222.8533 9.0579 2.8533 —13.1372
177.5218 240.00 176.3344 2329879 -1.1874 -7.0120 8.5218
182.2748 260.00 174.5252 261.1813 -7.7496 1.1813 1.2748

Note: The data on X* ate assumed to be given In deriving the other variable the

assumption made were as follows : (1) E(u;) = E(g;) = E(w;) = 0; (2)cov(X,u) =
cov(X,€) = cov(U, ) = cov(w,u) = cov(e,w) = 0; (3)d2 =100,02 =
36,and 02 = 36;and (4)Y; =25+ 0.6X; +u;, Y, =Y +¢,and X; = X; +w;
 Algdal) Uadl) sat f haldl) Cisnasil) 6.13
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INCORECT SPECIFICATION OF THE STOCHASTIC ERROR TERM

Y lasl as o Lad o laai¥) z3ge Jabs i) as Caass (8 Gl Gl Dsgls SV AICal)
sl agmi Lo Gld ey gl Lz dsaill 4y gl A Ul apanl oyl aag Y 4l (Bl ey
sl a gsbaiall i) aall dsag ade Ll oy el L(9.2.13) 5(8.2.13) b slaed) 3Ll
OLS (a5 IS In s 5w (8.2.13) 8 asmpall Uy of Ldad iayidly ez 3sail) & (galcal
gz
;o Inu; ~N(0,02) oK 13« 4A.13 5 A13 sk

u;~ lognormal [e"z/z,e“z(e"2 — )]st v e (1.6.13)
S Ll ()5S Gl A
E(@) = e’ /2 .......(2.6.13)
cormhll ale Gl (8 e dus
O wiall Gyt ddaial) dadll (golss Y Jawsgiall dad () Cus ¢ e jake @ (55 S

callaall L Aphadl) ye i)z il paldd) deadll b Slgdall Uadl) as Crass e daalall
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