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Answer all the questions

Wrong answers will be penalized.
Will be graded out of 80
I. Rename this file with your first and last name.

II. Only the answers on this word file will be graded.

III. Write your first and last name to the footer.

IV. Save the file on your computer (temporary directory of your computer)

V. Try to save/re-save this file often.

VI. Do not forget to upload this word document to the system.
VII. You are not allowed to 

a. leave the labs within first 15 minutes

b. talk and share your screen with anyone in the labs

c. talk with anyone in the corridor. 
Write your name here: 
________________

It is kind of costly to wait for a release of important statistics to conduct economic policies.  One of the most important economic variables that economic policy makers follow is Real GDP.   Rather than waiting for its release, economist try to guess this variable with its leading indicators. Consider the following five variables or their combinations as a candidate as leading indicators 

1. Industrial Production

2. Real Credits used that commercial banks extend
3. Households’ total spending

4. Households’ spending on housing
5. Households’ spending on durable goods

The list of the variables in the Eviews file is 

RGDP: Real GDP

IP:
Industrial Production

Credits:
Total Real Credits

Private_consumption: Total Private Consumption

Private_housing: Spending on Housing

Priave_furn: Spending on "white"(Durable) goods
Question: What is the best indicator of Real GDP in the short and long-run? What kind of relationships (magnitude and directions) that we may have?

__________________________________________________________________________
What are the assumptions that you made: 

Justify your model:
Defend your answer:
a. How do I know that your model is good (or better than others’)?

b. What does it suggest? 

c. Does it make sense?
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Name: Write your name here.

