Answer key for the midterm in 2011
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b1 isexactly equal to the average wage earned by male workers in the sample.
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d.) One could not add a constant term because xa: = X1t + X2 and (X'X)~* would not exist.

2a.) F(m,n)
b.) (I/m) timesa y2(m)

3a) B = (X'X)*X'y

b.) B =B, (alsocorrectisp = [E(xxp)] " E(xeyr))

c) B = (X' IVO)] XX VX)) Yy (also correctisf = (X'X) X'y where row t of X is
Xt/ /X and element t of § isyy/ /X
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