
Econom ics 490.1, Spring 2008
Professor Edw ard  Coulson

Homew ork #3

Hypothesis testing in bivariate regressions; or

How to make a  living using regressions*

Visitor Home Favorite Underdog Point Spread Favorite
Score

Underdog
Score

Actual
Spread

Portland Indiana

LA Clippers Philadelphia

Memphis New Orleans

Atlanta Houston

New York Milwaukee

Chicago Utah

Sacramento Golden State

San Antonio Boston

LA Lakers Miami

Charlotte Detroit

Dallas New Jersey

Toronto Minnesota

Denver Cleveland

Washington Phoenix

A bov e is a  lin eu p  of  N BA  gam es t h is Sa tu rd ay  an d  Su n d ay .  

1 . On  each of those d ays, go to  h ttp :/ / w w w .u satod ay .com / sp orts/ ga m ing/ sh erid an .h tm

to  v iew  th e fav or ites a n d  th e p oin t sp read s fo r  ea ch  of th e gam e.  Fill in  th e abov e ch ar t a cco rd in g ly .  O n

th e fo llow in g  d ay  ch eck  an y  n ew s o r  sp or ts  w eb site t o v iew  th e a ctu a l p oin t sp rea d .  Fill in  th e r em ain in g

co lu m n s o f th e ch ar t.  

2.  Calcu late  the least  squa res  est im ates  of a  an d  b in  the regression b elow .  Show  you r  w ork.

Actual  PS=a + b*Pred icted  PS + e

3.  C a lcu la te  ea ch  of th e er rors a n d  es tim a te  th e va r ian ce  of th e er ror  te rm . 

4.  Ca lcu la te  th e v a r ian ces  of â  an d  b̂  .

5. Fo r  th e te st  of th e h yp oth esis  th a t a =0, w r ite d ow n  th e te st -st a tist ic in  u n red u ced  form , th en  ca lcu la te . 

W h at is the p rob  va lue for th e test?

6.  W h y is  th is an  im p ortan t  hy p othesis  to test?  W h at are th e im p lication s if  a  is  not  zero? If  you  rejected

the n u ll hy p othesis , w ho w ou ld  you  bet  on?

7.  Fo r  th e te st  of  th e h yp oth esis  th a t b =1, w r ite d ow n  th e te st -st a tist ic in  u n red u ced  form , th en  ca lcu la te . 

W h at is the p rob  va lue for th e test?

8. W h y is  th is an  im p ortan t  hy p othesis  to test? W h at are th e im p lication s if  b is  not  on e?   If you  rejected

the n u ll hy p othesis , w ho w ou ld  you  bet  on?

*N ot  rea lly .  Th is  exercise is  fo r  dem ons t ra tion  p urp oses  on ly .  Ac tua l m ileage  may  v ary .

http://www.usatoday.com/sports/gaming/sheridan.htm
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