Economics 4305

Introduction to Econometrics

225 Holden Hall

3:00-4:20 MW

Fall 2010

Instructor:

Dr. Peter Summers

243 Holden Hall

742-2466, extension 228

peter.summers@ttu.edu 

Web page: www.webpages.ttu.edu/pesummer 

Office hours: 11:00-12:00 Monday and Tuesday, or by appointment

Please put the course number (4305) in the subject line of any emails you send me. Also, please make sure that email sent to your Tech address reaches you, as I’ll occasionally send emails to the entire class.

TA:

Fan Jiang 

249 Holden Hall

f.jiang@ttu.edu 

Office hours: 3-6 Tuesday, or by appointment

Textbook: 

Principles of Econometrics, 3rd edition, (PoE) by Carter Hill, Bill Griffiths, and Guay Lim. Available at the TTU bookstore (Barnes & Noble). There should also be used copies available online.

We'll also be using a free e-book written by Professor Lee Adkins at Oklahoma State, that explains how to use gretl (see below) to perform the analyses in PoE. 

Software:

Econometrics is by nature a “hands on” class, and we will be working extensively with data. In this class we’ll be working with a package called gretl. This software is free and very easy to use (point-and-click for most things). I'll give you additional notes to get you started with gretl, and we'll devote a full class session to practicing with it.

Gretl can be downloaded from gretl.sourceforge.net. There are versions for both Windows and Mac (also Linux if you use that). Professor Adkins has collected data and replication programs for all the examples in PoE. They are available on his web site (you can also get there by following the link “data for gretl” on the main gretl page). 

Expected outcomes:

After successfully completing this class, I expect you to be able to:

· Estimate causal effects using observational data and the methods of multiple regression;

· Apply tests to assess the statistical significance of estimated effects;

· Determine when to use techniques such as instrumental variables, models for binary dependent variables, and time series techniques for forecasting;

· Interpret and discuss the results of empirical studies (both your own and others’) in terms of the underlying economic theory or policy question.

Assessment and grading:

Your grade in this class will be based on a combination of problem sets (20%), and four exams (20% each). 

You may work in groups to complete the problem sets, but each of you must write up and submit your answers separately. Include the names of all your group members when submitting your answers. Your answers to empirical problems must also include gretl output. Problem sets are due at the beginning of class on the date I announce. 

Attendance:

I will excuse absences only in cases where you can provide documented evidence of a ‘valid’ absence on the original day. Some examples of ‘valid’ absences are: family emergency, medical conditions, religious observances, or representing TTU at external events (conferences, ‘away’ games, etc.). See the TTU Catalog (p. 48) for more details about the last two cases. If you miss an exam for an excused, documented reason, see me as soon as possible to arrange a makeup exam. Missing an exam for any other reason will result in a grade of 0. If you think you have a valid reason for missing class, it is your responsibility to discuss it with me as far in advance (or as soon after the fact) as possible, and to provide objective documentation.

Special arrangements:

Any student who, because of a disability, may require special arrangements in order to meet the course requirements should contact me as soon as possible to make any necessary arrangements. Students should present appropriate verification from Student Disability Services during the instructor’s office hours. Please note that I am not allowed to provide classroom accommodations to a student until appropriate verification from Student Disability Services has been provided. For additional information, you may contact the Student Disability Services office at 335 West Hall or 806-742-2405.

Course outline:

Here is a brief “helicopter view” of the class, based on PoE. The amount of time we spend on each topic may vary, but I expect to cover  roughly a chapter per week. There will be an exam after sections II-V.

 I. Review of probability and statistics (appendices B and C)

 II. Simple linear regression (chapters 2-4)

1. Ordinary least squares (OLS) estimators and assumptions

2. The Gauss-Markov Theorem

3. Interval estimation and hypothesis testing

4. Model evaluation, goodness-of-fit, prediction

 III. Multiple regression (chapters 5-7)

1. Similarities and differences with simple regression.

2. Single and joint hypothesis testing

3. Nonlinear relationships: polynomials, dummy variables and interactions

 IV. Diagnostic testing and random regressors (chapters 8-10)

1. Heteroskedasticity

2. Autocorrelation

3. Simultaneity and endogeneity

 V. Further topics, to be selected from

1. Time series (chapters 12-14)

 a) Stationary and non-stationary data, unit root tests

 b) Cointegration

 c) Vector autoregressions and related models

 d) ARCH, GARCH, and financial econometrics

2. Panel data (chapter 15)

 a) Fixed effects

 b) Random effects

3. Limited dependent variable models (chapter 16)

 a) The linear probability model

 b) Logit, probit, and tobit models

 c) Ordered choice models

Final exam: 7:30-10:00 am Saturday, December 11

