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Question 1 

 
Regression results: 
 

Coefficients Standard Error t Stat P-value
Intercept 8.463473336 0.004628508 1828.553375 3.1345E-201
X Variable 0.007756182 8.93241E-05 86.83187393 2.63406E-86  

1. In which quarters is the output gap negative?  How does this compare to the 
official NBER dates of recessions? 

81Q4-84Q1, 90Q4-97Q4, 01Q2-02Q1.  In general, the output gap turns 
negative after the official onset of a recession and becomes positive long after 
the NBER date of a trough. 

2. In which quarters was the output gap most positive / most negative?  What is 
the value of the output gap in those quarters? 

The gap is most positive in 80Q1 and most negative in 82Q4. 

3. (Extra Credit: can you graph the output gap over time?) 
 

See attached figure. 
 

Question 2
 
 
 

(a) Positive.  As there is more traffic, the chance of an accident occurring 
increases. 

(b) This is difficult.  Either.  As training increases, there should be fewer crashes, 
so it could be negative.  However, as crashes rise, the FAA could mandate 
additional training, so it could be positive.   

(c) Negative: Other things equal, as set belt use increases the number of deaths 
should decline (if people use seatbelts more frequently as deaths rise, then 
positive). 

(d) Positive: more pesticide use should yield more crops (but could be negative if 
low crop yields induce farmers to use more pesticides). 

(e) Positive: if IQ allows a politician to perform more strongly during an election 
(including acting dumb if necessary) then that politician will be more 
successful. 
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Question 3
 
 

(a) Second lags first.  As laws become stricter, rivers should subsequently 
become cleaner. 

(b) Second leads first.  As nutrition level increases, the average height of the 
population should later climb. 

(c) Unclear, I don’t know much about geology / hydrology. 
(d) Second leads first: with longer prison sentences the prison population will 

subsequently increase. 
(e) Second lags first: as hours spent doing homework increases, GPA should rise. 



Figure 1
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