Economics 310 Menzie D. Chinn
Fall 2003 Social Sciences 7418
University of Wisconsin-Madison

Problem Set 4

This problem set is due in lecture on Monday, November 10th. No late problem sets
will be accepted. Be sure to show your work (that is, do not use a spreadsheet or
statistical program to generate your answers), and to write your name, ID number, as well
as the name of your Teaching Assistant, on your problem set.

Answer all these problems. They are from the textbook, with the exception of Problem
Z.1 which is written out.

e 78 e 7.56 e 834
e 7.20 e 810 e 848
o 7.28 e 816 e 852
o 734 e 818 e 8.58
e 7.40 e 826

Z.1. Below are summary statistics and a histogram for GDP growth rates (quarter-on-
quarter) over the 1947g1-2003g3 period.
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o Series: DY
30 Sample 1947:2 2003:3
— Observations 226
25 —
Mean 0.008358
20| — Median 0.008118
Maximum 0.040550
15 Minimum -0.027299
Std. Dev. 0.010075
10 Skewness -0.080327
Kurtosis 4.128791
54 Jarque-Bera  12.24147
ole o ﬂﬂﬂﬂﬂ ﬂﬂ o e Probability 0.002197
L I

a) What is the 99% confidence interval for quarterly GDP growth?

b) During the late 1990’s there was discussion of a New Economy, characterized by
accelerated GDP growth. Over the 199591-2000g4 period, the growth rate was 0.8927%
quarter on quarter, with standard deviation of 0.4692%.



Series: DY
Sample 1995:1 2000:4
Observations 24

4 | Mean 0.008927
Median 0.007841
3 Maximum 0.017092
Minimum 0.001411
Std. Dev. 0.004692
24 Skewness  0.189979
Kurtosis 1.980881
1
Jarque-Bera 1.182971
0 Probability 0.553504

0.000 0.005 0.010 0.015

Conduct a hypothesis test that 1995¢q1-2000g4 growth rate was different from the of
0.7111% quarter on quarter growth rate prevailing during the 197391-1994q4 period.
State your assumptions.

c) GDP for 2003g3 was announced on Thursday, October 30™. It implied a 1.7276%
quarter on quarter growth rate (6.9% at an annualized rate). With this single observation,
is it possible to conduct a hypothesis test that the growth rate is significantly higher than
that prevailing in the 197391-1994q4.
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