ECON 4261: Introduction to Econometrics
Fall 2009

Formulas for the Midterm

Regression with one explanatory variable

e Model: Y; = 31 + 52 X; + u;

e Assumptions
— E(u;) =0, for all i
— Var(u;) = o2, for all i
— cov(u,uj) =0 for all 4, j

n n
e Normal equations: Y u; =0 and Y. X;u; =0
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Regression with more than one variable

Model: Y;:ﬁl +ﬁ2X22++ﬁkX;“+ul —>Y:Xﬁ+u
Normal equations: X'X3=X'Y X'4=0
B=(X'X)"1X"Y

e var(B) = o2(X'X)"1



