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Lecture 5:

Looking at Data






Scatterplot of y1 vs x1, y2 vs x2, y3 vs x3, y4 vs x4

y1¥x1 y2*x2




Regression is WRONG Description of Data

 Perfect fit to a line with an outlier.
e Zero Fit + outlier.

 First picture: potential match for model.



Lesson: Regressions
Meaningless without EDA

Howto—SHECIKHor
 Functional Form

« Qutliers

e Clusters

=z======== ALL are types of:

« MISSING EXPLANATORY VARIABLES.
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Firm Size Line Fit Plot

Coefficientandard Err T 5tat 60.0 X
Intercept 10.23254 4.413563 2.318431
Firm Size  -0.37483 0.245397 -1.52434 40.0
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Firm Size Line Fit Plot Firm Size Line Fit Plot
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Coefficient:andard Err

Intercept 102.3625 32.12057 3.186819) Intercept 2.107138 0.439334
Firm 5ize  -0.92302 0.616063 -1.5013Q Firm Size 0.012355 0.013931

Coefficientsaandard Err  t Stat




Regression Statistics
Multiple F 0.624346
R Square 0.339:503

Firm Size Line Fit Plot
Adjusted | 0.383452

Standard [ 23.48716 4t 4
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Coefficientandard Err tStat  P-value
Intercept -17.1269 6.278221 -2.72798 0.0073578 00 100 200 300 400 500 600

FirmSize 1140744 0.145667 7.331186 6.46E-12 -500
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Scatterplot of W vs YR




Residual Plots for W
Normal Probability Plot Versus Fits

Fitted Value

Versus Order

Fraqueancy
Residual

1 & 10 15 X 25 30 35 40 45 50
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YEAR Line Fit Plot
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