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Q1. (7+4+10+2+3 points) N SOLUTIONS

The data in the following table show the number of Shares Selling (in millions) and the Expected Price
(in §) for 10 selected initial public stock offerings:

Number of

Shares 5 5 6.7 8.75 3 13.6 4.6 6.7 3 7.7
Selling (X)

Expected

Price (Y) 15 14 15 17 11 19 13 14 10 13

Given the sums 3'x=68.05, 3 y=141, ¥ (x~x) =92.6722, (3~} =629, and
Z(x —;)(y—;) = 65.8450, answer the following:

a. Fit the regression equation to predict the Expected Price using the Number of Shares Selling and
interpret each of the regression coefficients. v (D rt
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b. Calculate the correlation coefficient between X & Y and interpret its value.
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2 34 SOLUTIONSW

¢. Using your findings 1n part (b), and based on 10% significance level, 1s there a significant linear
relationship between the Shares Selling and the Expected Price?

The hypotheses: Ho: o =0 - Ha: f:’ F O @ Pl

The assumptions: 1. The Jdata ave intetval - ov yatio — teveld QO pts
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7 & SOLUTIONSY

d. Predict the Expected Price for 7.7 million Shares Selling.
A%

414 .9359 } oYa

e. Find a 90% CI for the Expected Price of a Number of Shares Selling equal to 7.7 million.
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v 4 3 SOLUTIONS %
Q2. 2+3+7+4+2 points) \§ 1=

A sociologist was hired by a large city hospital to investigate whether the distance (in miles) between
home and work for the employees affect the number of unexcused absences per year for the employees.

A sample of 10 employees was chosen, and the following regression equation was found:

¥ =8.10-0.344X , 5, =0.07761, and SSE = 13.301

Use the previous information to answer the following:
a. Interpret the value of b;.
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b. Construct a 90% CI for the slope of the regression model. Q=95
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¢. Using (b) test the significance of the regression model at 10% significance level.
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5 %SOLUTIONS %

d. It the correlation coefficient between X & Y is 0.8432, then find the coefficient of determination and
interpret its value,
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e. If(12,5)1s one of the sample observations, then find the error in estimation using the regression

model. .
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6 3 SOLUTLONS»

Q3. (1+2+1+2+2+3+3+2 points)
A sample of computer hardware companies was taken from the Stock Investor Pro, to study the effect of
the Book Value per share (X1 in §), the Return on Equity per share (X2 1n %), and the Company Type

I, Old company
(Xa :{

}) on the Price per share (Y in $). Use the Minitab output below to answer the
0 , New company

questions that follow:

Regression Analysis: Y versus X1, X2, X3

The regression equation is
L= 1.71 + 2.50 X1 + 0.497 X2 + 7.25 X3

Predictor Coef SE Coef T % VIF
Constant 1.707 6.412 0.27 0.792

X1 2.4987 0.52823 4.73 0.000 1.0
X2 0.4974 0.1167 4.26 0.000 1.0
X3 7.253 5.772 1.26 0.220 1.0

Analysis of Variance

source DE 5SS MS F P
Regression 3 8918.2 2972 .7 12.55 0.000
Residual Error 26 6157.9 236.8

Total 29 15076.1

Predicted Values for New Observations

New Obs Fit SE Fit 95.0% CI 95.0% PI
1 51.84 8.90 ( 33.54, 70.14) ( 15.30, 88.39)

Values of Predictors for New Observations

New Obs X1 X2 X3
1 2.33 74 .5 1.00
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The standard error of the regression model is © 2% = J’f’jf S, = Jrrél 513 ) 538947 @?
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. If the Book Value = the Return on Equity % = 0 and the Company Type
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What 1s the estimated coetficient of the Company Type? Coefficient= b3 = 725 @
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The adjusted coefficient of determination 1s
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. Is any of the three independent variables not significant? Why?
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Is the overall model significant? Why?

be candt et HNOVﬂ bl ur\ ]?-vhlvt = g 0bb L X=-09

Yes
() v o

If the Book Value is $2.33, the Return on Equity percentage is 74.5%,

and the Company 1s Old, then a 95% CI for the average Price per share is [ 33.54 .F0.14 ] |

With Our Best Wishes



