Exercise (Regression)
1. A regression model was estimated to compare performances of students taking a finance course – either as a standard fourteen-week course, or as an intensive three-week course.  The following model was estimated from observations on 350 students.
   Standard errors are given in parentheses.
(A)    eq \O(y,^) =  -.7052 + 1.4170 x1 + 2.1624 x2 + .8680 x3 + 1.0845 x4



                    (.4568)        (1.3287)       (.4393)      (.3766)





+ .4694 x5+ .0038 x6 + .484x7,



R2 = .344





   (.0628)      (.0094)     (.0776)


y = Score on a standardized test of understanding of finance after taking the course


x1 = Dummy variable taking the value of 1 if the three-week course was taken, and 0 if the fourteen-week course was taken


x2 = Student’s grade point average


x3 = Dummy variable taking the value 0 or 1, depending on which of two teachers had taught the course


x4 = Dummy variable taking the value 1 if the student is male, and 0 if female


x5 = Score on a standardized test of understanding of college economics before taking the course


x6 = Number of semester credit hours the student had completed


x7 = Age of student


(a) Carefully interpret the coefficient of x1.


(b) Test at the 5% level if performance of students taking a finance course depends on the type of course, other things being equal.  Show details of your maintained hypothesis.

(c) Test if the coefficient of x2 is significant at the 5% level.


(d) Do old students perform better?  Test the relevant hypothesis.


(e) Find the F-statistic for the overall significance (of all coefficients in the above regression result)

We may consider the following regression where some variables are omitted.


(B)
  eq \O(y,^) = -.35+ 1.63 x1 + .4694 x3 + .0038 x6 ,




R2 = .250

(f) Determine which model is preferred, (A) or (B).  Show your testing hypothesis and details of your F-test. 


(g) Find the F-statistic for the overall significance (of all coefficients in the above regression result)
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