
 

The Model Without an Intercept Term
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the model assumes that there is an autonomous
part of Yt which is independent of Xt
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Example

monetarists postulate that inflation Re is solelycaused by excess money growth over real income
growth longt
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we maintain that our standard assumptions are

satisfied
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Xt is exogenous for the evolution of Xe
Y but not the reverse XD

Estimation
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the coefficient of determination
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Rf can be defined also for the model with an

intercept term
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suppose we have a linear regression model
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