Written Assignment Chapter 7				Name_____________________________________

1. 	An article reported the price of diamonds of different sizes in US dollars in 2004.  Attached is an excel spreadsheet with this data.

a)  (2 points) In excel, make a scatterplot and describe the association between the size of the diamond (carat) and the cost (in US dollars).
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b)  (1 point) Do you think a linear model is appropriate here?  Explain.




Create a model to predict diamond costs from the size of the diamond:

c) (5 points).  Use excel to compute the mean of each column, standard deviation of each column and find the correlation coefficient.

meansize =                 sdsize = 			meanprice =		sdprice =		r =	



d) (2 points) Find b0 and b1.




e) (2 points) Write the equation of the regression line.




f)  (2 points) Interpret the slope of your model in context.



g) (2 points) Interpret the intercept of your model in context.  





h)  (2 points) Find R2 and explain its meaning in the context of this problem.





i) (2 points) Would it be better for a customer buying a diamond to have a negative residual or a positive residual from this model?  Explain.
