Econ 741 (Spring 2003)

Suggested Answer for Homework 4

Since n(x, — 8) -5 N(0,%), plim x, = f.

is a consistent estimator for (63)%. A point estimate is

N|=

a) (2n3)

1.2649. To compute its asymptotic variance, let a(x) = ($n73)%. Then,

A(x) = 2% = (0,0, 2\/7) Applying the delta method, we obtain

\/ﬁ((xng)w—(ﬁg)m) —%, N(0,C), where C = (0,0 ) % (0,0,

,\/ﬁ—g \/E)

A consistent estimator for C'is (0,0, 2\/7) ¥, (0,0, 2\/7) = 43;73 (X)s3 =
%iﬁ x (0.6 x 686) = 64.3125. Hence, an estimate of the asymptotic variance
. 64.3125 ~

is 2552 = 0.2884

b) {(z,1)? + (KZ)} is a consistent estimator for {(51)* + (5)}. A
point estimate is 13.678. To compute its asymptotic variance, let a(x) =

(Tn1)? + (ﬁ) Then, A(x) = g)‘:, = (2xp1,

ﬁ, 0). Applying the delta

method, we obtain v/n({(z,1)* + (Iw)} {(B)?* + (5)}) 4, N(0,0),
where C' = (20, (552, 0) X (Zﬁl, )2, 0)".

A consistent estimator for C' is (2,1, m, 0) X, 2z, (’712, 0) =

27 0 12 Y
0.6(7,555.0) [ 0 245 25 (7,535, 0) = 13,166.

12 25 686
Hence, an estimate of the asymptotic variance is 1322136 = 59.041



