ECON 203B Winter 2005 Ekaterini Kyriazidou

PROBLEM SET 6

PROBLEMS DUE FRIDAY 3/11

Do Problem 3 from Hayashi’s Chapter 7 Analytical Exercises, as well as the following problems:

Problem 1:
Provide primitive conditions for consistency and asymptotic normality of the NLS estimator of 3,
in the logit model:

- q)xy) = P X))
Pr(Y; =1|X;) = 1+ exp (X;0,)

and derive its asymptotic distribution.

Problem 2:
(a) Let X ~ N (0,02). Derive the following moments of the truncated distribution given that
a<X<b

E(X|la< X <b)
Var (Xla < X <b)

(b) Consider the following censored regression model:

)

v — Y o ifa<YF<b
710 otherwise

where the latent variable is given by a linear regression model
Y =XiBy+ei

where
&ilXi ~ N (0,05)

Compute E (Y;|X;,a <Y <b) and Var (Y;|X;,a < Y* <b) .. Describe 3 methods of estimating 3,
and o3.



