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ALLAMA IQBAL OPEN UNIVERSITY, ISLAMABAD 

(Department of Economics) 
 

WARNING 
1. PLAGIARISM OR HIRING OF GHOST WRITER(S) FOR SOLVING 

THE ASSIGNMENT(S) WILL DEBAR THE STUDENT FROM AWARD 

OF DEGREE/CERTIFICATE, IF FOUND AT ANY STAGE. 

2. SUBMITTING ASSIGNMENTS BORROWED OR STOLEN FROM 

OTHER(S) AS ONE’S OWN WILL BE PENALIZED AS DEFINED IN 

“AIOU PLAGIARISM POLICY”. 
 

Course: Basic Econometrics (807) 
Level: MSc Semester: Spring, 2013 

Total Marks: 100  

ASSIGNMENT No. 1 
(Units 1–4) 

 

Q.1 Discuss in detail the concept of regression analysis in econometrics. Why this 

analysis is important? (20) 

 

Q.2 Explain the following concepts in detail: (20) 

 i. Population regression function 

 ii. The meaning of the term linear 

 iii. Stochastic specification of PRF 

 iv. The significance of stochastic disturbance term 

 v. The sample regression function (SRF) 

 

Q.3 a) Discuss Maximum Likelihood (ML) method of estimation. (10) 

 b) Given the following data (10) 

     

Y X 

2.7 4.2 

4.2 6.4 

6.3 7.7 

10.2 8.1 

11.3 12.2 

15.4 17.2 

20.7 25.5 

22.8 27.7 

24.2 32.6 

28.1 40.2 

 

  i. Fit the regression 

   Yi = 1 + 2Xi + ui 
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  ii.  

  iii. Establish 95% confidence intervals for 1 2 and 
2 

 
 iv. Test the hypotheses 1 = 0 and 2 =0 at 5 percent level of significance. 

 

Q.4 Given the following outcomes: (20) 

 

  
 

 Estimate the partial regression coefficients, their standard errors, and the adjusted 

and unadjusted R
2
 values. 

 

Q.5 Given the following data: (20) 

 

  
  

 (a) Obtain the regression of Y on four variables and interpret the results. 

 (b) Obtain R
2
 and test the hypothesis that all partial slope coefficients are 

simultaneously equal to zero. 

 (c) Obtain r12,3 and r14,35 
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ASSIGNMENT No. 2 
(Units 5–9) 

 

Q.1 Discusses in detail various methods of detecting multicolinearity. (20) 

 

Q.2 Discuss in detail the consequences of heteroscedasticity. Also discuss various 

methods of detection of hetero. (20) 

 

Q.3 Discuss in detail the consequences of autocorrelation. Also discuss various 

methods of detection of Autocorrelation. (20) 

 

Q.4 (a) Discuss the nature of dummy variables with a suitable example. (10) 

 (b) Giving the following regression. (10) 

  Yi = 1 + 2D2i + 3D3i + 4 (D2iD3i) + Xi + ui 

  Where Yi + Annual salary of a university teacher 

  Xi = Years of teaching experience 

  D2 = 1 if male and zero otherwise 

  D3 = 1 if foreign qualified and zero otherwise 

(i) What is meant by interaction effect (D2iD3i) 

(ii) What is the meaning of coefficient 4 

(iii) Find E (YiD2 = 1, D3 = 1, Xi) and interpret it 

 

Q.5 Discuss the role of time or lag in economics. Also give the Almond approach to 

distributed– lag models. (20) 


