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This is a fairly difficult but very important class. Employers of economists have a tendency to screen candidates according to their performance in this class, and whether a candidate for a job has taken it at all.  I hate to sound like a schoolmarm, but you will have to apply yourself quite seriously in order to succeed in this course.  More importantly, you will have to study continually as opposed to sporadically.

Unfortunately, time does not permit us to cover both the theoretical and the practical aspects of econometrics.  We will only cover about 40 % of the material that is in the textbook.  If you plan to concentrate in economics, it is highly recommended that you take another course in econometrics after this one, such as ECO4186 Applied Econometrics. This term we will cover mostly the theory which underlies the field of econometrics, but will also involve some applied econometrics as well.  

Pre-Requisites:  ECO3150, Introduction to Statistics, or the equivalent.  A knowledge of calculus is highly advantageous. It is not necessary to know linear algebra, but you should be familiar with the algebra of summations. The first lecture will be devoted to a review of probability and statistics.  Please approach me very early in the term if you do not feel reasonably comfortable with this material.  I will hold at least one review session very early in the term during which I will demonstrate hypothesis testing. That topic encapsulates a lot of the tools that we use in econometrics, such as distribution theory and standard errors.  

Textbook: Gujarati, Damodar Basic Econometrics fourth edition, McGraw-Hill publishers.  This is a widely used textbook for introductory econometrics in North America. 

Supplementary study guide:

Statistics and Econometrics, 2nd edition,  Schaum(s Outline series, McGraw-Hill Ryerson Publishers

This workbook is available on reserve at the library, and can be purchased at the bookstore (but it is not on the same shelf as the textbook).  

Examinations and Assignments: one 80 minute long mid-term examination (30 %) and a final examination (40 %; 3 hours).  The final examination will occur sometime between 15 and 30 April.   The mid-term will be given on 14 February.  It must be graded by 3 March, which is the last day to drop the course without receiving a grade.  There will be five  assignments  that will be graded, and cumulatively they will count for 30 % of the final grade.  They will consist partially of on-line work.  They should be completed in timely fashion, as late papers will be accepted with a penalty. Very late papers will not be accepted at all. Other assignments will be given but not graded; in these cases, the solutions will be placed on reserve at the library.   The use of the package SHAZAM is recommended for these exercises, and is available on the server at the Faculty of Social Sciences, but you may use any software package you like.  I will be discussing the details involving the computer assignments later on. 

I am participating for the third time in the University(s Community Service Learning initiative, and about 6 of you can participate in teams of two.  This project involves carrying out a small-scale empirical research project with a community organization on a volunteer basis.  A brief paper of about 15 pages in length is required.  As long as the project contains some substance, students can obtain some extra academic credit.   

COURSE CONTENT




DESCRIPTION
Appendix A






A Review of some statistical concepts (A.1,A.5, and A.7 are extremely important, and you should review them on your own.  I will spend some class time on A.8)

chapter 1






The Nature of Regression Analysis

(No lecture)

chapter 2 






2-variable regression analysis: some basic ideas

chapter 3






2-variable regression model: the problem of estimation (omit the  appendix, except for what I mention)

chapter 4






The classical normal linear regression model (omit 4.4 and all of the appendix)




chapter 5






2-variable regression: interval estimation and hypothesis testing (go easy on 5.12, omit the appendix)

chapter 6






Extensions of the 2-variable linear regression model (omit 6.1 and 6.9, omit appendix)

chapter 7






Multiple Regression Analysis: The Problem of Estimation (omit the bottom of page 211, omit 7.11, but you should note it for future reference, and omit appendix 7A.2 and 7A.4)

chapter 8






Multiple Regression Analysis: The problem of inference (omit 8.8 through 8.11, omit Appendix)

chapter 10






Multi-collinearity: What Happens if the Regressors are Correlated?   Definitely cover pages 335-339.  (Omit points 3, 5 and 6 on page 360 through page 363)

chapter 12






Auto-correlation (omit pages 473-474, 12.10 through 12.13 include the appendix)

Time always runs out at this point, but I might assign the following readings.  

chapter 13 






Econometric Modelling: Model Specification and Diagnostic Testing

(Selected topics only)

chapter 21 






Time Series econometrics: some basic concepts (The first 7 sections of this chapter; even if class time runs out, we must read this material.)

Introduction 






In my judgement, this will make more sense to you at the end of the class than at the beginning

Recommended readings and exercises from the Schaum outline:
All of these problems come with detailed solutions.  You do not have to work these out step by step,  but should read these solutions carefully and think about them  This outline of exercises is front-end loaded, meaning that most of it is to be covered at the beginning of the course.  I advise you to work hard on chapters 2-5 over the first two weeks of the course, in order to ensure that you have mastered statistics.  

Chapter 1  Introduction

Readings: all (very short)

Chapter 2  Descriptive Statistics

readings: all but 2.4 (most of these points are crucial)

problems: omit 2.6,2.8-2.10,2.14,2.18,2.19,2.21-2.23

Chapter 3  Probability and Probability Distributions 

readings: only 3.5

Problems: only 3.31-3.36

Chapter 4  Statistical Inference: Estimation

readings: all

problems: 4.1-4.4,4.6,4.9,4.11,4.13,4.15,4.17,4.23-4.26

Chapter 5   Statistical Inference: Testing Hypotheses

readings: sections 5.1,5.2,5.3

problems: 5.1-5.7, 5.10

Chapter 6   Simple Regression Analysis

readings: all

problems: 6.1-6.5, 6.7, 6.8, 6.11-6.13,6.15-6.18,6.20,6.21 part a,6.25-6.29

Chapter 7   Multiple Regression Analysis

readings: all except 7.6 and the second paragraph on page 158

problems: 7.1,7.4-7.7,7.8 or 7.11,7.9 or 7.12, 7.10 or 7.13, 7.14,7.15,7.17,7.19,7.21-7.22

Chapter 8   Further Techniques and Regression Analysis

readings: only 8.1

problems: 8.1-8.5

Chapter 9   Problems in Regression Analysis

readings: only 9.1 and 9.3

Problems: 9.1-9.3, 9.8-9.10, 9.12

