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6.2. The following regression results were based on monthly data over the pe-
riod January 1978 to December 1987:

Y, = 0.00681 + 0.75815X,
se=(0.0259)  (0.27009)
1 =(0.26229) (2.80700)
p value = (0.7984) (0.0186) r* = 04406
Y, = 0.76214X,
se = (0.265799)
t =(2.95408)
p value = (0,0131) r = 0.43684

where ¥ = monthlv rate of return on Texaco common stock, %, and X =

monthly market rate of return,%,"

2. What is the difference between the two regression models?

b. Given the preceding results, would You retain the intercept term in the
first model? Why or why not?

¢. How would you interpret the slope cosfficients in the two models?

d. What is the theory underlying the two models?

€. Can you compare the r? terms of the two models? Why or why not?

f. The Jarque-Bera normality statistic for the first model in this problem
is 1.1167 and for the second model it is 1.1 170. What conclusions can
you draw from these statistics?

8- The 1 value of the slope coefficient in the zero intercept mode! is about
2.95, whereas that with the intercept present is about 2.81. Can VOu ra-
tionalize this result?
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6.5. Consider the following models:

M{Jﬁitl I: j"| = fi + ﬁ!}:r + I
Model I: ¥ =o0; +e:X +u

where Y and X™ are standardized variables. Show that &, = §,(5./8)
and hence establish that although the regression slope coefficients are inde-
pendent of the change of origin they are not independent of the change of
scale.
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