Assignment # 8 Procedure (step by step)

FIRST, CHECK FOR DATA ERRORS

1. [bookmark: _GoBack]Check for multicollinearity

Multicollinearity: correlation among regressors
1. Evidence of high multicollinearity: 
a. High R2 but few significant coefficients 
b. High pair-wise correlations among regressors 
c. High variance inflation factors 
2. Testing for high multicollinearity by computing variance inflation factors (VIFs):  
  regress y varlist  vif 
3. Dealing with high multicollinearity:
a. Obtain additional data or get a new sample.
b. When possible, combine variables by making an index.
c. Drop variable(s) with highest VIF (if any greater than 10) unless that violates theory or  otherwise impedes accomplishing your research objectives. Be sure to consider the possible consequences of omitted variable bias before deleting any variables.
d. Do nothing if well-tested theory must be violated or important research objectives cannot be  accomplished with any of the above actions. 
2. Test for random or fixed effects
3. Test for autocorrelation
4. Test for heteroskedasticity


* Note: Place each results table right after the paragraph where it is first mentioned in the text. Include explanatory or transitional sentences before the table. Give each table a number and title. See example in Assignment 8 PDF file. Also attach a copy of STATA “Do” files.
SECOND, RUN VAR (Vector autoregressive models) 
	
1. Explain any alternative models estimated and how any economically important results differed.

Test for:

1. Oil price VS Savings of Thailand, Indonesia, and Philippines (Gross Domestic Saving)
2. Oil price VS GDP per Capita of Thailand, Indonesia, and Philippines (GDP/Capita Annual Growth)
3. ?
4. ?
5. ?
6. ?




























* Note: Place each results table right after the paragraph where it is first mentioned in the text. Include explanatory or transitional sentences before the table. Give each table a number and title. See example in Assignment 8 PDF file. Also attach a copy of STATA “Do” files.
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