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Correlation Coefficient

Yt Bo Pixtitut

ry simple correlation coefficient

ryixi
fftiff.ge

ry i may not be an appropriate if Xi contains

also the effect of the other variable

Example Yt Bo β Xt B2Xt2 Vt

averagefallEffed tempreture

therefore

ask.fi i u5hw8hoYatyffet degree

The Partial Correlation Coefficient

ry i Partial correlation coefficient net an the

influence of the remainder exp variables

consider
i Regress Yt on all or the explained variable
expect i it Yi

Ii Reject Xi on all of the remaining exploratoryvariables

it



1 Yt do 9 Xt air t i i t ait Xt it t At y
2 Xti both Xt it bi_ Xe i bit Xt it t Kei

the heartftp.kexpyafheyisraf.at Plained by

i Iff refining f ygt explained by

noteff.FI
i

rut ftp.T
dEt k t

where BY gift
to tent He Bi o

Ifeoffs You consumption func is estimated by using

Ct 400 0 84 R2 0 500 SSR 1200
40 0.2

C Y S

1 St goty Yttuti
2 St BotB Yt B2 t Vez



a for I find yi R2 SSR

Se YE 400 0.84 Ye 400 0.844 0.24 400

yo 400 y 0.2

SSR 1200 R 0 900

b for 2 B R2 B2 PBR

CE Ye St

St Ct

perfect model with no estimation erner

SE l Yt 1 Ct to

Bi I Bz l pa o R2 1.0 SSR 0


