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   CO BL 
Q.1(a) Discuss the assumptions of Classical Linear Regression Model. [5] 2 2 
Q.1(b) What is heteroskedasticity? What happens to the OLS estimates in presence of 

heteroskedasticity?  
[5] 2 3 

     
     

Q.2(a) What is the omitted variable bias? Discuss with an example. Which CLRM assumption gets 
violated in presence of omitted variable bias? 

[5] 1 3 

Q.2(b) How can instrumental variable help in estimation in presence of omitted variable bias. 
What conditions have to be satisfied? 

[5] 3 4 

     
     

Q.3(a) Suppose you want to estimate Yt=Xt+t. Under what assumptions can you get unbiased 
estimates of ? 

[5] 5 2 

Q.3(b) Define a white noise process. Is a white noise process stationary? Explain. [5] 5 2 
     
     

Q.4(a) What is a trend stationary process? Explain using the case of a time series variable. [5] 5 5 
Q.4(b) Show that you can convert an AR(1) process into a infinite moving average process. [5] 5 4 

     
     

Q.5(a) What is the unit root problem in time series. How can you convert a unit root process into 
a stationary time series? 

[5] 5 3 

Q.5(b) Discuss the unit root test. [5] 5 3 
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