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5. Define “functional form misspecification”. Explain any test that has been proposed
to detest general functional form misspecification. (10%)

6. Consider the multiple regression model with three independent variables, under the
classical linear model assumptions:

Y= Do+ BiXi+ BoX, + BoXy + €
Describe in details how to test the null hypothesisH, : g, +34, =1. (20%)

7. Define “endogenous explanatory variable”. State one of the possible causes and
explain how to affect ordinary least square estimation in multiple regression analysis.
(20%)






