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OLS – Lecture 2 

MPC Example 

 

This is another economic model represented by a “straight line”. 

• a – intercept 

• b – slope 
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Demand for liquor 

 

 

• a – intercept 
• b – slope (should be negative) 
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Econometric model (population model): 

 

Notation 
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How to choose the OLS line 
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The solution: 

 

 


