Eco 420Z
                                                                                      Spring 2006

Applied Econometrics                                                  Professor Lahiri

                                                  Course Outline

In this course we shall learn how to do econometrics and be useful for policy analysis. We will deal with cross sectional, time series, and longitudinal (or panel) data, and explore special characteristics of these data. After a brief review of the Eco 320 material and a thorough discussion of linear regression model, we will quickly get on with actual data analysis and regression estimation using a number real life data sets. Economics data has special characteristics requiring specialized statistical tools. In cross sectional data, unequal variance in the errors is typical. In time series data, we have to deal with non-stationary variables and structural breaks. The data sets we are going to analyze will have one or more of these econometric problems and characteristics. Specific problems and topics to be covered in the course are:

1) Heteroskedastic errors

2) Binary Regressors or dummy variables

3) Multiple regression and omitted variable bias

4) Multicollinearity or correlation between explanatory variables

5) Bi-directional causality, simultaneity and Instrumental Variable regression

6) Regression with a Binary dependent variable – Logit and Probit Models

7) Time series regression problems and forecasting

We will discuss the consequences of these problems and solution methods in the class. You will write 4/5-page reports containing results of your analysis of the data set having these special problems. Thus you will learn econometrics by doing actual empirical analysis. I expect that you will write 2-3 such reports during the semester. The final product of the semester will be a term paper written by each of you individually on a substantive forecasting problem in economics using time series data. I will select one paper as the best forecasting paper for an award at the departmental convocation. The details regarding this forecasting competition will be discussed in the class. You will be taught how to write a clean presentable paper that can be used as a writing sample to prospective employers. I will suggest you topics and the data necessary to write such a paper. 

There will be one mid term exam (30% weight); the reports, the final forecasting paper, your attendance, and active participation in the class will have 70% weight for your final grade. It is very important for each of you to be up-to-date with your assignments, and it is essential that you come to the classes regularly. 

The text for the course is a textbook by James Stock and Mark Watson, Introduction to Econometrics, Addison Wesley Publishers. Another text book by G.S. Maddala, Introduction to Econometrics, 3rd edition (Wiley Publishers) is optional. I will also give some handouts and supplemental material for your reading. 

The econometric software that will be used in the course is EViews. I will make sure that you will have access to it. Excel will also be used to import data. 

My office hours will be TTh 2:45-3:45 pm (room BA 129B). I can also meet with you at other hours by appointment. My email address is klahiri@albany.edu and office telephone number is 442-4758.  TA for the course is Mr. Takayuki Sato. His office is located in BA 129K. His email address and telephone number are ts7777@albany.edu and 442 4740. We will help you as much as you will need to learn the material. But your sincerity and desire to learn is a necessary prerequisite for the course. 

