The Hashemite University

Department of Finance and Banking

Quantitative methods for finance

Dr. Ahmad Y. Khasawneh

Homework I
====================================================================

Due Date November 4th, 2013. No late submission will be accepted.

Please note: you must turn in STATA print out along with your interpretations and explanations.
Use the data file HPRICE1, which is provided to you by email or you may download it directly from the book’s website, to answer the following questions.

1) If we are interested in estimating the effect of the assessed value on the house price, estimate the following regression equation.
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2) Test if the assessment has significant relationship on the house price.

3) Now, add the rest of the variables to estimate the effect of assessment on house price. 
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Comment on your estimation. Compare between 
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 estimated in 1 and 3.

4) Test for parameters significance using individual t-test and joint test.
5) Test for multicoliniarity problem. Comment on the coefficient of determination.

6) The colonial variable is a dummy variable that represents the style of the house. Interpret the coefficient of this variable. 

7) Generate new variables by taking the logarithm for all variables except for the dummy.

8) Re-estimate the model in 3 using the generated variables in 7.
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interpret the estimation. Comment on the difference between estimation in 3 and 7.

9) Generate new variables by taking the square of all independent variables, then regress our model. 
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Interpret your estimation. Which functional form is most appropriate, value, logarithmic, or quadratic? 
Good Luck,
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