Final Exam
This is the final exam. Please, answer all the questions and submit the test by Canvas. The exam is worth 100 points. Good luck!

1. The excel spreadsheet Demand for Roses.xls contains data for the demand for roses and other variables from the 3rd quarter of 1971 until the third quarter of 1975. Answer the following questions:

Y: Quantity of Roses Sold, Dozens
X2: Average wholesale prices of Roses, $ per Dozen
X3: Average wholesale price of Carnations, $ per Dozen
X4: Average weekly family disposable income, $ per week
X5: Trend variable

a. Setup and write your linear regression model. What is your hypothesis with respect to the sign of the different coefficients for the independent variables? Explain.
b. Find the regression equation. Show your results
c. Is there any variable that is not significant? Which one? Do you think it is better to leave it in the model or to eliminate it?
d. What are the coefficients of determination and the coefficient of determination adjusted by degrees of freedom? Which one would you use in this case?
e. What does the standard error of estimate tell you about the regression model?
f. Is any independent variable non-linearly related to the dependent variable? Verify and decide if it is better to include one or more independent variables in a polynomial form. Show the results
g. Test the validity of the model. Show the results
h. Test for autocorrelation. Show the results
i. Test all the required conditions for your model. Show all your calculations and your results
j. Once you have the final model, explain the sign of the coefficients for your model and if the demand for Roses behaves according to economic theory.

