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Regression Analysis Discussion
Regression analysis examines the association between variables and how they affect each other. The variables are grouped into two; dependent or outcome variable and independent or the explanatory variable. The explanatory variables provide information about the dependent variable and are used to estimate the dependent variable A regression model shows the effect of the independent variable on the dependent variable. A real life situation to model a regression model can be expressing residential house prices as a function of the size of the piece of land the house stands in. 
In this case, the residential house price is the dependent variable and the size of the piece of land is the explanatory variable. The price of a residential home is determined by several factors but the main factor is the size of the piece of land where the residential home is located. The size of land the residential house is built at has a direct impact on the price of the residential home such that price of a residential home increases with an increase in the size of the piece of land that the house is located at theoretically. This indicates that there is a positive relationship between the price of the residential home and the size of land the residential home is located at. Therefore, there is positive correlation between the dependent and the explanatory variable in our regression situation. 
To estimate the linear regression equation, we use Ordinary Least Squares method, (OLS).0. The expected regression equation after analysis will be given by;
	Price = β0 + β1 Lotsize
Where;
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	Price – the price of the residential home
	Lotsize – the size of the piece of land the residential home is located
From the regression equation, β0 is the constant of the model and it indicates minimum possible price that a residential home can be sold at. This is a constant time in the regression equation. β1 is the coefficient of size of piece of land that the house is located at. This coefficient shows the effect of the size of the piece of land on the price of the residential home. In this case, there was a positive correlation between the price of the residential house and the size of the piece of land where the home is located. Therefore, the coefficient of size of piece of land will have a positive sign.
[bookmark: _GoBack]After conducting regression analysis using data on the price of residential houses and the size of land the houses are located, we then examine the coefficient of determination, (R squared) and the Adjusted R squared. The coefficient of determination will tell us how much variation on the price of a house is explained by the size of land the home is built. The Adjusted R squared value shows how much the explanatory power of the model is. This indicates the goodness of the regression model. A high adjusted R squared value indicates that the regression model can be used to predict the price of a house using the size of the land the home is located. A good regression model is one that can predict the dependent variable using the explanatory variables. 
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