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Instructions: Kindly read all the questions carefully. 

SECTION A  

10Qx2M=20Marks 

S. No.  Marks CO 

  Statement of question  CO1 

Q 1.1 The regression coefficients estimated in the presence of multicollinearity 

in the explanatory variables are NOT 

a. Unbiased estimators 

b. Consistent estimators 

c. Efficient estimators 

d. Linear estimators 

 

2 CO1 

Q 1.2 Confidence interval of estimators estimated using OLS in the presence of 

serial correlation in the dataset will be 

a. Larger than the confidence interval derived from GLS procedure 

b. Smaller than the confidence interval derived from GLS procedure 

c. Smaller than the confidence interval derived from GLS procedure 

d. Can’t say anything about the GLS procedure 

 

2 CO1 

Q 1.3 Using OLS estimation in the presence of heteroscedasticity will lead to  

a. easy acceptance of statistically significant coefficient using t and F 

test 

b. easy rejection of statistically significant coefficient using t and F 

test 

c. The t and F test still being accurate 

d.  t test gives accurate result while F test does not 

 

2 CO1 

Q 1.4 d-statistics values are limited to 

a. 0 to 2 

b. 2 to 4 

c. 0 to 4 

d. 4 ± 2 

2 CO1 



Q 1.5 A researcher regresses the consumption on income and income2. Here the 

issue of perfect collinearity occurs. 

a. True 

b. False 

c. Depends on the functional form 

d. Depends on the economic theory 

2 CO1 

Q 1.6 The value of adjusted R2 is always less than R2. This statement is 

a. Correct 

b. Incorrect 

c. Depends on no. of X variables 

d. Depends on no. of observations (n values) 

2 CO1 

Q 1.7 A purely random process is a stationary series with 

a. Zero variance 

b. Zero mean 

c. Positive mean 

d. Zero mean and zero variance 

2 CO1 

Q 1.8  The sample parameter estimator follows  

a. t – distribution 

b. normal distribution 

c. F-distribution 

d. Chi-square distribution 

2 CO1 

Q 1.9 Given the assumptions of CLRM, the OLS estimators possess some 

optimum properties given under Gauss-Markov theorem. Which of the 

statement is NOT part of them. 

a. The estimator 𝛽̂2 is a linear function of a random variable 

b. The average values of the estimator 𝛽̂2 is equal to zero 

c. The estimator 𝛽̂2 has minimum variance 

d. The average values of the estimator 𝛽̂2 is equal to 𝛽2 

2 CO1 

Q 1.10 Under the OLS assumption 𝐸(𝑢𝑖/𝑥𝑖) 

a. Positive values 

b. Negative values 

c. Equal to zero 

d. Any of the above 

2 CO1 

SECTION B  

4Qx5M= 20 Marks 

Q Statement of question   

2 Coefficient of determination 5 CO2 

3 Stationarity  5 CO2 

4 Spatial Autocorrelation 5 CO2 

5 Perfect collinearity 5 CO2 

SECTION-C 

3Qx10M=30 Marks 

Q  Statement of question   



6 Write down the statistical properties of Ordinary Least Square (OLS) 

estimators. 
10 CO3 

7 Describe some of the plausible reasons for occurrence of autocorrelation in 

the model. 
10 CO3 

8 Describe the Unit root test. 

Or, 

Describe the Durbin-Watson d Test  

10 CO3 

SECTION-D 

2Qx15M= 30 Marks 

Q  Statement of question 
  

9 Consider an equation to explain investment decision of people in terms of 

income (inc, in Rs.), education (edu, in years), and ability (measured by 

IQ-test score):  

 

Log (investment) = β0 + β1 log(inc) + β2 edu + β3 ability + u  

 

a. In terms of the model parameters, state the null hypothesis that 

ability has no effect on investment behavior of individual. 

State the alternative that better ability invest more in financial 

market.  

 

After running the above regression model on sample of 500 CEOs by 

OLS, following equation was obtained:  

 

Log (investment) = 4.32 + .280 log(inc) + .0174 edu + .00024 ability  

                              (0.322)  (.0352)                (.00412)    (.000542)  

                              N= 500, R2= 0.283.  

 

b. By what percentage is investment predicted to increase if 

education increases by 5 years and ability by 20 points? Does 

ability have a practically large effect on investment? 

c. Test the null hypothesis that ability has no effect on 

investment against the alternative that ability has a positive 

effect. Carry out the test at the 5% significance level. 

d. If education and ability are positively correlated, would you 

include ability in a final model explaining investment behavior 

in terms of individual ability? Explain in terms trade-off 

between omission of an important variable from the model and 

inclusion of it in the model. 

2+3+4+6 CO4 

10 The following regression are based on GDP (Gross Domestic Product) 

data for the Indian economy from 1960-2007 (48 years).  

 

∆ 𝐺𝐷𝑃𝑡
̂    =   0.0334 𝐺𝐷𝑃𝑡−1  

                t = (12.37) 

                  R2 = 0.07, d = 0.3663, RSS = 206.65 

5+5+5 CO4 



 

∆ 𝐺𝐷𝑃𝑡
̂    =  1.8662 +   0.0192 𝐺𝐷𝑃𝑡−1  

                 t= (3.27)         (3.86)  

                 R2 = 0.249, d = 0.4462, RSS = 166.921 

 

∆ 𝐺𝐷𝑃𝑡
̂    =  1.1611 + 0.5344 𝑡 −  0.1077 𝐺𝐷𝑃𝑡−1  

              t = (2.37)        (4.80)        ( - 4.02) 

             R2 = 0.507, d = 0.607, RSS = 109.608 

 

a. What do you understand by stationarity of a series. Briefly 

describe any test to detect it. 

b. Examine the preceding regression. What can you tell about the 

stationarity of the CPI time series? 

c. How would you choose among the three models? 

 
 



 




