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Econometric Analysis

Week One Assignment

In this assignment spelling, grammar and syntax matter.  Your answers must be in typewritten, double spaced form.  Bring two copies with you to our first meeting; one for me and one for yourself.  After hearing the discussion in the first class you may revise your original draft and resubmit it the following class meeting.
1. Define, in your own words, and in fewer than 100 words, the following terms (there is no need for algebraic representation in your definition):

Simple Correlation

Partial Correlation

2.  Define in fewer than 100 of your own words the meaning of causation.

3. In fewer than 200 words, distinguish the difference between correlation and causation.

4. What does multiple regression have to do with correlation and causation? Confine your answer to fewer than 200 words.

5. Does the empirical side of your discipline (accounting, finance, economics, HRA, etc.) rely on the distinction between correlation and causation?  Confine your answer to fewer than 50 words.

There are two data sets included with the email. Use them to answer the following questions. The first is called temp&GDP. The second is titled Wine&Crime.  Temp&GDP shows, for each year, the deviation of global temperature from the norm, and GDP.  Wine&Crime reports annual per capita wine consumption and violent crime.
6. a. Run a simple regression with temperature deviation on the left and GDP on the right.

    b. Do it again with GDP and temperature switched.

    c. Write a compelling story to explain the results with temperature on the left. No more than 100 words.  Your story may be farfetched, but should sound convincing.
    d. Write a compelling story to explain the results with GDP on the left. No more than 100 words.

    e. Which story do you like better?

7. a. Run a simple regression with wine consumption on the left and violent crime on the right.

    b. Do it again with wine and crime switched.

    c. Write a story to explain the results in a.; 100 words or less.

    d. Write a story to explain the results in b.; 100 words or less.

   e. Which story do you like better?

8. Do your answers to 6 and 7 cause you to reconsider your answer to question 5?
9. Present in your own words the principles of scientific method.

