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Lecture 3: The Linear Model
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FGEERE (TEEE SR 8] SIZE)

y Xy X3 weenn. Xi e Xl
county ~ WAGES PRICES GDP EMPLOY MONEY1 MONEY2 UNEMPLOY
S | —> | Ausstralia 441 375 304 168 01  10.98 8.68
Austria 415 271 255 065 537 737 5.48
Belgium 399 237 216 034 587 -999999 8.49
Canada 376 283 203 117 613 851 9.51
Denmark 378 261 202 002 321 451 7.68
Finland 565 ~ 311 178  -1.06 597 -999999 10.44
France 355 24 208 028 519 405 10.84
YIS E ¢ — | Germany 408 278 271 008 908 7.9 6.86
Greece 1418 1309 208 087 1446  14.14 8.84
Iceland 999999 842 154 013 1073 13.64 3.07
Ireland 45 251 64 216 -999999 -999999 13.81
ltaly 616 486 168 03 475 417 10.46
Japan 228 147 281 106 556 449 2.65
Korea 1283 613 7.73 257 -999999  17.59 2.4
Luxembourg | -999999 253 564 302 -999999 7.22 2.39
Mexico 999999 3059 2.67 456 -999999  32.53 3.71
Netherlands | 259 222 286 188 631 661 6.41
YIMME 1 —>  Norway 431 312 298 036 598 466 5.07




2% %)= B
Linear Regression Model

- OAEEIZEABT=E (independent/explanatory variable) fZEET= (dependent
variable) RIEELHYZFR

o S HERYIEE! (multiple linear regression model) TEX
V=P +Poxp+ -+ Px+u, t=1,...,n
HA, u, MIREW (error term) , ARBEZENINMENEZETEXMMNIEAER
« MRFAVRIK E(u, | X9, ..., %) =0, N
EGy | X, - x0) = Pr + PoXp + - + Prxye
EFRIEYFEKEN (regression function) . ORI EHRENTEEXRRN—FMEIR, ELE
WIRNIRE (specification) , WNREAREEFAtHEA TISE, NMIFRZANIERIKE (correctly
specified) , BNFRZHEIRIXE (misspecified)
» ZIEMRIZRELRRRLNEIRT, 32N BNENAEREIEGIT SRS ), ... 5 89

B, Alt, BNEERE—MLITHE. SEEELRNGITAERN, WREEEIRSHE LT
B, NFRizZEErR5I8 (identifiable)




R BIRBERERIA

V1 X111 X127t Xk P Uy
A%) Xo1 Xop o Aok U
y= |2 x= |2 | g [P, |
_yn_ _xnl xn2 xnk_ ﬂk _un

S _ BITE X, RF4EM X (958 1 17,
SUEARE y=Xp+u x, FE2R4EE X 1958 i 51,

V1 = PiXyy + Poxpp + -+ Prxy + 1y Vi =X\ +u
S =Pttt tu, &0 v =Xp+u,

Yn = ﬂlxnl +ﬂ2xn2 pall +1kank + U, Yn = Xnﬁ + U,

—RglEn M ik X WS-SR ERE R 1, W f) AEiEE,
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FR{GIT

Method-of-moments Estimation

kaiess: E[XY kBEAsE: M =—-Y" X!

BEITMES REICHEHENATE (4) , ARBEERNESNEILE, KD
ZEHILITE,

GBI, SAEESER—E 4 = E[X], WEEHEN A= X, =

3ty = Xp+u, BANMRREX, u,]) =0forallz (LtAbEE k4 %#),W

Elxu] =0fori=1,...,k

n

ZX% AZXTm X,p)

- = X'y=X'"Xp
= [B=XxTX)"1XT
=;2X;yt—;ZXtTXtﬂ ‘ﬂ ( ) y‘
=1 =1

MM{hit=



g/ P (hiT

Ordinary Least Squares Estimation

HIER P, TAIFRY — XP NIZE (residuals) , FZEFHH

(sum of squared residuals) F XN

SSR(B) = ) (3~ X,B)* = (y — XB)"(y — XB)
=1

OLS MBS EE SSR(P) BVES/\ A, BN

g\

f = argmin SSR(f)
PERF




(0,1,0)

(0,0,1)

v

R3 z=75)

> (1,0,0)

B ax; + bx, EXHFMH

TE S — SR
X %] [Z] = Xa O,
E R X BBz

(column space) .



y=Xf+u

Xp

X #95I= 18]

_ OLS{Ey % X arERS),

u=y-2X B || = VaTa <VuTu = ||ul

X H95I=E ]
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OLS ffit=

SSR(B) = (y — XB) ' (y — XB)
=y'y—-y'Xp-p'X'y+p'X'Xp

=y'y —2y'Xp + ' X" X +—— = A ntwmEr, W

ax TAx

=2Ax, X' X HIFRIERE,

[ dax |
ox, [ a
_le\ﬂ-\ﬁ:jj = aTx — Z?:l a;X;, )nle daa_xx = . =4a,
" ISSR(B) | ?Tx |
dp —
0 SSR(p)
0 SSR
P _ =% | =- 2XTy +2X7XB =0
Y .
0 SSR(p) .
B e X'y =X"Xp

= ‘ = X'X)"'Xy ‘ OLSf&EHE = MMt
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EﬂﬂuZ\Em{fF

. OLS fRIIFIES M

MREB = X X)Xy 27, BAOIESREXX) 1278, Blrank(X'X) =k (full
rank Jtk) . ZFHERT BT RIE rank(X) = ki#E.

OLSfRi%Z—, BTEn > kit rank(X) < k, MSHIIHLE MR,

« OLS #ZEH{E SSR &/t
—RRIER N —M F BRI R

Saddle point
Local maxima

(@) (b)
itttk https://math.libretexts.org/Courses/University of California Davis/UCD Mat 21C: Multivariate Calculus/
13: Partial Derivatives/13.7: Extreme Values and Saddle Points

RINBEIHEZM&M, Bl SSR(P) BB NCRE (BFEEFENIETE )
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https://math.libretexts.org/Courses/University_of_California_Davis/UCD_Mat_21C:_Multivariate_Calculus/13:_Partial_Derivatives/13.7:_Extreme_Values_and_Saddle_Points
https://math.libretexts.org/Courses/University_of_California_Davis/UCD_Mat_21C:_Multivariate_Calculus/13:_Partial_Derivatives/13.7:_Extreme_Values_and_Saddle_Points
https://math.libretexts.org/Courses/University_of_California_Davis/UCD_Mat_21C:_Multivariate_Calculus/13:_Partial_Derivatives/13.7:_Extreme_Values_and_Saddle_Points

1

[ 22SSR(B)  02SSR(f) 2SSR(B)
Hessian Matrix 04, 01 0, 01 9p
2 2 2
5% SSR(B) 0’SSR(B)  ’SSR(f)  9’SSR(P) )
= | 9595 35, b0 | =2X"'X ZIEEF (positive definite)
op op’ . : : .
. . ) ABTEEE <x Ax > 0forallx # 0
0>SSR(f)  0°SSR(P) 0% SSR(p)
dfi 0P 0p 0, aﬁ,f

MR n X k4EEAEER > k rank(A) =k, WATA 2IEEER, AA' B¥IFTER (positive

semidefinite)
JERR:
EARrank(A) =k, z=Ax #0, ALt

xTATA)x = Ax)"(Ax)=2"2>0
ERn >k, Brank(A') =rank(A) =k, Fills = A 'x FJIUR 0. Fit
x AADXx=A"x)"ATx)=s"s>0 ]
= 2X'X BIEEIEME, HREM&H
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— TS

Vi = P1xg + Poxp + u,

KR gllﬁn 2 b’i — (Prxn — ﬂzxtz)lz

—MFEERN:
oS
I 22?%1% + 2:512)921 + 2ﬁ22xﬂxt2 =0
oS
I 22?@2% + 2ﬁ12xﬂxtz + 2ﬁ22xt22 =0

m—MEG, =

B, = (X 213X x5) = (X xX23)(X X1%0) BE%Y):
1 (T x3) — (3 x,1x,)2 1. AL ENERAAR
p=X"X)"'X"y
" ( Z xzzyi)( z xtzl) _ ( Z xﬂyi)( Z xﬂxtz) ?=E.II=§|J E/‘Jéﬁ _g{o
(I xD) — (X xxp)? 2. FRIA— N RAFRIL
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y B9 f%: TSS = ESS + SSR

% OLS {Hit8 f K AEVIER, 7
y=Xf+4, d=y—Xf2OLSEE

N
Al

lig: N
y'y=XB+a)"(XB +a)
= (XP)"Xp + 4" XB + (XP)"a
=BTX"XB + 20" XP + a4 "i

~>
~>

BHAX=(-Xh)'X=y'X-'X'X=0" mjpzszos
A I ET5

Tu _ ATVTVA | ATA
/,y y=p XTXﬂ+u u\

Explained Sum of Squares

Total Sum of Squares Sum of Squared Residuals

15



<

yTy — ,BATXTXﬁA +4'a
Iz = 1XB11> + lall>  (am=

y

i=y—Xp

o\

Xp

IE)

X H95I= (]
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IERZ[M@=5 OLS
Orthogonal Vectors and OLS

ZBEZa5bi#Ea-b=a'b=b'a=0 (EIRVAT) ,
NFa 5 b 1EXR, ERa Lb,

OLS f4itth, BE a4 5 Xf FX,

AL AT 1F ;
(XﬂA)TA =0 : i=y—Xp
& XP'(y-Xp=0 X3
s ATXTy—X"Xp) =0 > x,

Bigf#0, MXy=X"X8 = f=X"X)XTy
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