PAGE  
3

ECONOMICS 670
(Econometrics)
Spring 2009
Professor:
Dr. Junsoo Lee

Course:
EC 670
Office: 
263 Alston Hall
Phone:

205-348-8978 (Office)



205-366-1980 (Home)

Office Hours: Monday and Wednesday, 3 – 4:30 PM or by appointment
E-mail:
jlee@cba.ua.edu  
Web Site:
http://www.cba.ua.edu/~jlee  (personal homepage)




http://www.cba.ua.edu/~jlee/ec670.htm (lecture notes homepage)

COURSE OBJECTIVE

The objective of this course is to help students understand standard econometric tools and how they can be used in empirical research and practical applications.  Emphasis will be placed on appreciating its scope, understanding the essentials underlying the various methods, and developing the ability to relate the methods to important issues faced by a researcher.  


At the end of this course, students will be able to use computer based statistical packages to analyze data, will understand how to interpret the output and will be confident to ‘drive’ the analysis process.  Emphasis is on being able to use the methods effectively, and on understanding the methods, their appropriateness and their limitations.  

METHOD OF INSTRUCTION


The course will be given primarily through lecture and class discussion.  Each student is strongly encouraged to participate in class discussion and responsible for coming to the class prepared to contribute substantively to the class discussion.  Classroom participation is a vital part of this course. Generally, an analysis of the readings will be used to guide our discussion, but the format will be free-flowing and may vary considerably.  In each lecture, we collectively share ownership and responsibility for the success of the course.  A minimum requirement for each class meeting is to have read the assigned material from the reference books and articles, and to express opinions, comments, and insights relative to the discussion topic.  Students are also expected to participate in all class activities. Excessive tardiness and absenteeism will negatively affect your contribution grade. 

COURSE COMPONENTS 

There will be two mid-term exams and one final exam.  Quizzes will be also given from time to time with or without prior notice, whenver nececessay.  Quizzes will be normally given immediately after each lecture is finished.  Midterms can be replaced with quizzes, if needed.  Students will also need to submit homework assignments each week on the assigned readings.  Homework assignments will include hands-on data analysis exercises. 

GRADING POLICY 

Two Mid-term exams 


200 pts 

Final exam 



100 pts
Quiz & Homework assignments 
130 pts
Empirical Project


 50 pts
Class participation 


 20 pts
Total 




500 pts
EMPIRICAL PROJECT


The empirical project should utilize econometric tools covered in the course.  Each student must clear the topic with the instructor and must submit a proposal (less than 2 pages) by February 27.  The proposal should cover (i) the main question you will attempt to examine (ii) data (definitions of variables, how you are going to collect, and etc) and (iii) your suggested econometric models. Each student should submit a written term paper by Thanksgiving Break.  


The term paper should be typed (double-spaced).  The format of the report should look like a journal paper.  It should contain sections of (i) introduction, (ii) literature survey and discussion of the data, (iii) econometric models, (iv) estimation results and interpretations, and (v) summary or concluding remarks. Reference lists and tables should be appended.  


Grade for the empirical project:

· Idea and topic





35%


      (Reasonableness, creativity & practical applicability)
· Competence of your analysis



35%

· Writing and required format



30%

Note:  The empirical project can be substituted for THREE mini-projects for which you try to replicate the empirical results in someone’s paper(s) of your choice.  You will need to submit a short paper (about 5 pages long) describing your findings, for each of three mini-projects at the end of February, March and April, respectively.  You are encouraged to make comments on the paper and try to provide new estimation results.  

Software

The STATA software will be used throughout.  Students will be required to work on a term paper (see Empirical Project), and STATA may be necessary to conduct the project.  

You may use any other software packages you prefer for assignments or projects as long as they can perform required tasks.

Textbooks
Main Textbooks
1. (G) Greene, W., Econometric Analysis, Pearson Printice Hall, 6th edition, 2007

2. (W1) Wookdridge, J., Introductory Econometrics: A Modern Approach, 3rd edition, Thomson South-Western Pub. Co., 2006
3. (W2) Wooldridge, J., Econometric Analysis of Cross-Section and Panel Data, The MIT Press, 2002. (primary textbook for EC 671)

References

4. (V) Verbeek, M., A Guide to Modern Econometrics, 2nd edition, John Wiley & Sons, Ltd., 2004.  (useful for finance students)
5. STATA User’s manual, Version 10.0 (http://www.stata.com).
OUTLINE

Part I.  Basics of Regression Analysis
1. Overview: Carrying Out An Emprical Project

Read: Ch 19 (W1); Ch 1 (G)
2. Algebra of Regression Analysis

Read: Ch 2, 3, 4 (G);  Ch 2, 3, 5 (W1) 
3. Inference, Functional Forms, Specification and Prediction
Read: Ch 5, 6, 7 (G); Ch 4, 6, 7, 9 (W1)
4. Additional Issues: Autocorrelation, Heteroskedasticity, and Multicollinarity 
Read: Ch 8, 4.8, 19 (G); Ch 8, 12 (W1)
Part II.  Endogeneity, IV and System of Equations

5. Simultaneity and IV Estimation

Read: Ch 12, 13 (G); Ch 15 (W1)
6. System of Equations

Read: Ch 10, 13 (G); Ch 16 (W1)
Part III.  General Estimation Methods
7. Generalized Method of Moments (GMM) and Minimum Distance Estimation 

Read: Ch 15 (G)

8. Maximum Likeihood Estimation (MLE) and QMLE 
Read: Ch 16 (G)
9. Nonlinear Least Squares Estimation

Read: Ch 11 (G)
10. Semi-parametric and Non-parametric Estimation

Read: Ch 14 (G)
Skip:  Ch 9, 17, 18, 20 – 25 (G)

           Ch10, 11, 13, 14, 17, 18 (W1)

