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« The Linearity Assumption ----the relationship between
the dependent variable and the regressors is linear

« The Strict Exogeneity Assumption ----E(ei | X) = 0

« No Multicollinearity Assumption ----The rank of the nxK
data matrix, X, is K with probability 1

 spherical error variance ---- E(gg’ | X) = 04l,

Proposition 1.1 (finite-sample properties of the OLS estimator of f):
(a) (unbiasedness) Under Assumptions 1.1-1.3, E(b | X) = B.

(b) (expression for the variance) Under Assumptions 1.1-1.4, Var(b | X) = a2
XXy

(c) (Gauss-Markov Theorem) Under Assumptions 1.1-1.4, the OLS estimator is
efficient in the class of linear unbiased estimators. That is, for any unbiased
estimator B that is linear in 'y, Var(f | X) = Var(b | X) in the matrix sense.!3

(d) Under Assumptions 1.1-1.4, Cov(b, e | X) = 0, where e =y — Xb.

Hayashi (2000)
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4.61 *** > AIC(modell 1,modell 2)
df AIC
modell 1 3 4276.087

modell 2 4 2825.331

> BIC(modell 1,modell 2)
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modell 1 3 4290.810

modell 2 4 2844.962
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