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l. Suppose we have a random sample of 50 PP/E ratios (50 Xs) from this
normal population, as shou:ﬁ in; Table |. Find the 93% confidence
interval for population averagg P/E ratid, (15%)

) - |
Table 1: Hypothetical sample of 50 F/E ratios

PErato | 6 | 7 |4 [lo [Ao b1 [12] 13[4 15 | 16

Frequency | 2 I 215 |&] 8 T |5 || 4 | '3

Mean=11.5, Sample variance=3.0436, Median=Mode=11

This problem is the characteristic.line of modern investment analysis.
| |

B

Based on 240 monthly rates-ef-return on the S&P 500 (y,,) for the

period 1956-1976. We {;biamcﬂ‘ the following results for the rate of

return on IBM stock (7 ).
7 = 0.7264 1 0588, = 04710

standard crror=(0.3001) (0.0728)

( I') Interpret the estimated mrercept (5% ), slope (5%) and #*(5%).

(2) A security whose beta uqq_:l'ﬁf::'cnlé 15 greater than 1 1s called a volatile
| -
or aggressive security, Set up the appropriate null and alternative

hypothesis and test than 1 using the ¢ test.  Note: Use a=5%, (10%)

3. State whether the following statements are true. false. or uncertain: An

estimator of a parameter is-a random-variable, but the parameter is
pon-random, or fixed. [t_alse means. that in classical statstics the
|
el G
parameter 15 assumed to be some tixed number, although unknown.
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4. Regression analysis is one of the most commonly used tools in
cconometric work. However, wé have To make some assumptions about

the error terms. One of-the assumptions, s that the error terms in the
| |

regression model are independent. Now, please answer the following
questions: J | 4 __f ‘

(1) What are the conscqurn-‘.‘eslﬂ' relaxing this assumption? ( 10%)
(2)Researchers alwayvs adopt the Durbin-Watson (DW) test to detect this

problem of serial correlations in error terms. Please deseribe the DW

test briefly. (5%)

(3)Although the DW test is-the most commonly used test ftor serial
correlations, However, Hlk DW test has several limitations. Please

briefly describe these limitations of the DW test. (10%)

-

(4)One studem :mnuunuerrhar the DW &t 1s invalid in the models with
lagged dependent variables. Do you agree him? Please provide vour

reasons and a solution for this problem. (10%)

= ]
5, Please create a figure to gre;:eﬂ'r"lh/c relationship among the following
distributions:  Hypergeometric  distribution.  Binomial  distribution.

Bernaulli distribution, Poeisson distribution and Normal distribution. ( 13%a)




