Ref EX/PG/Eco/30/63/2018

Master of Arts Examination 2018
(2" year, 3" Semester)
Economics
Advanced Econometrics 1

Time: Two hours I FullMarks 30
Answer any three questions

1 (a) Bxplain the consequences of omitling relevant cxplanatory variables from any regression.
(b} Discuss the test for linearity based on Box-Cox transformation,
545

2(a) Explain the concept of Generalized Method of Moments (GMM) catimator, What ave the major reasons for the cutrent
popularity of GMM estimatotr?
{b) Show that OLS estimator is a special casc of GMM estimator,
416

3. Consider the General Lincar Regression model where some of the explanatory variables may not be predetermined with
respect to the crror term of the equation. Obtain fully efficient GMM edimator of the parameter vectar, highlighting the necessary
assumptions. Specify asymptotic covariance malrix for this cstimator,

10

4. Suppose there is a dynamic panel model as,
Yu = {EVH—I +ﬁlX:r + &,

g, = +u,

Where /= 1,234 5and t-1.2.3.4

With g, follows iid(0, a,”) and U, follows iid{0, 5,°)

The set of explanatory variablcs is i, X,/) same for all the cross-section. This Xvariable is slrictly exogenous.
a.  Derive the matrix of all possible valid instruments for i" cross-section,
b.  How many numbers of orthogonality conditions are there for each crass-section?

¢, Derive Two-step Arellano and Bond (1991) estimator for the above model,

4+3+3=10
5. Write short notes on {any (wo)

{(a) 2SLS estimalor as an intcrpretation of GMM estimator.
(by Test for restrictions using GMM estimator,

(c} HAC Covariance Matrix eslimuation

(d) Nickll’s bias in dynamic ramewark



