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ADVANCED ECONOMETRIC THEORY
EXERCISES 8

PREDICTION AND RESIDUALS

. Exercise 11.1 in Gouriéroux and Monfort (1995, chap. 11).
. Exercise 11.7 in Gouriéroux and Monfort (1995, chap. 11).

. Let
YVi=a8+u;, i=1,...,n+1

where all the hypotheses of the classical linear model disfisd. Ian is the ordi-
nary least squares estimator/based ort7, ..., Y, show that

~

Yn_;’_l - {L’;H_lﬁn andén+1 - Yn_;’_l - Yn_;’_l
are correlated.

. Explain the difference between:

(a) generalized residuals,
(b) simulated residuals;
(c) two-stage simulated residuals.

. Consider the nonlinear regression model:

Y, = f(z0) 4w, t=1,...,T+h h>1
U = Put_1+€t,‘p‘<1

wherez; is fixed ands, is a random disturbance independent;of, u;_», ..., such
thatE (&}) = 0.

(a) Assuming that andp are known, compute the predictionjf,;, (in the mean-
square error sense) based¥an..., Yr.

(b) If 8 andp are unknown, how would you preditt, ;,?



6. Consider a PROBIT model with the latent variable
Y'=a0+u;, i=1,...,n,

wherez,, ..., x, are fixed andu, ... , u, are independen¥ (0, 1) random vari-
ables. Find the generalized residuals for this model.
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