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* 
: x = a v e r a g e  i r l d e x  o f  c e n t r a l  bank independencfr ( 1  = l ~ t t l e  independence 

4 = v e r y  independent) 
y = a v e r a g e  I n f l a t i o n  1955 - 1988 

S o u r c e :  A l e s i n a  and Summers (1993) J o .  o f  Money, 
C r e d i t ,  and Bankrng * I  

d a t a  I n ;  

I n p u t  x y ;  
c a r d s ;  

1 . 5  8 . 5  

1 7 . 6  
2 6 . 4  

1 . 7 5  7 . 3  

2 6 . 7  

2 6.1 

2 . 5  6.5 

2 4 . 1  

2 6 . 1  

2 6 . 1  

2 . 5  4 . 5  

2 . 5  4 . 2  

2 . 5  4 . 9  

3.5 4 . 1  

4 3 
4 3 . 2  

p r o c  r e g  d a t a  = l n ;  
m o d e l  y = x ;  

* Her,e we use t h e  t r a n s f o r m e d  model  t o  o b t a i n  t h e  p o i n t  
p r e d l c t l o n  when x = 1 . 8 0  ( i t  i s  t h e  e s t i m a t e  o f  t t i e  L n t e r c p p t  

i n  t h e  t r a n s f o r m e d  m g d e l )  and t h e  ingredients f o r  t h e  construction 
o f  t h e  s t a n d a r d  e r - r o r  o f  t h e  prediction e r r o r .  We u s e  the 

S t a n d a r d  E r r o r  o f  t h e  T r a n s f o r m e d  R e y r e s s l o n  (RMSE i n  SAS)  u r  t h ~  Mean 
Squar-e o f  t h c  Er ro r -  I n  t h e  ANOVA t a b l e )  t o  c o n s t r u c t  t h e  s t a n d a r d  PI-r-or' o f  t h e  

prediftlvn p r r a r ,  se(prediction e r r o r )  = s q r t ( R M S E A 2  + s e ( 1 n t e 1 - c e p t ) " ? ) =  
sq r t ( r nean  square  e r r o r  + s e ( i n t e r c e p t ) * 2 ) .  * I  

d a t a  i n ;  

s e t  I n ;  

x s t a r  = x - 1.80; 

p r o c  reg d a t a = i n ;  
m o d e l  y = x s t a r ;  
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The SAS System 

The REG P r o c e d u r e  
Model : IdODELI 

Dependent V a r l a b l  e :  y 

Number o f  O b s e r v a t i o n s  Read 

Number of O b s e r v a t i o n s  Used 

Analysis o f  V a r ~ a n c e  

16:25 S a t u r d a y ,  Varch 4 ,  2006 2 

Sum o f  I,J e a n 
D F Squa res  Square F V a l u e  P r  > F 

Model 1 28.07829 28.07829 34.77 <.0001 
E r r o r  14 11  -30609 0.80758 

C o r r e c t e d  T o t a l  15 39.38437 

Root  MSE 0 . 8 9 8 6 5  R - Squa r e  0 .7129 

Dependent Mean 5.58125 A d j  R-Sq 0 .6924  

Coef f Va r 16.10129 

Parameter E s t i m a t e s  

I n t e r c e p t  1 

x s t a r  1 

P a  I-ame t e r S t a n d a r d  

E s t i m a t e  E r r o r '  t Value P r  > It i 



Statistical Tables 

' 1 '  1 I Arca Utlticr the l i t ;~r ldarLl  N t l r t ~ ~ a l  UistriOution 

.- I\  00 I 0 . 2  (i li 4 (I l i l 1 L O i  0.06 0.07 0 , 0 8  O.Obj 
.. -- - ---. ,up 

fl 0 t i  (1000 il,g{)Jtl ( 1  iinh0 11.0b 2 0  ia.Olb0 0.0Iu)O (1.0230 O.[J270 i ~ , r ~ ?  111 41,035'J 
1). 1 (i O39H 0 0-1 46 0.0.17X 5 17 fl,0557 0.05Oh [l.Oh.3h O.tIb75 0.07 If l l.0753 
f ' , ?  ( 1  0 7 0 1  1 3 lb OH7 1 11 1IO 10 I!,Ol14H 0 7 I I 0 I 11 1\03 1 )  1141 
0 .  4 1  11'7'1 0 I 11 1255 . I  IT113 11 1.171 I 8 I I I I 0.14XII (I.LSJ7 
u.4 O . l j j 4  0 . 1  i 1 i:.:L62 f.1709 !j.1?36 0 !??? 0 I #OX 0 1 K14 U, ! U  / O  

0.5 0 1 ' )  1 5 ( I .  1950 1 ' 2  I r).?,1!34 I) 2088 0 2 123 0 2 157 0.2 1 9  0.2224 
r1.k 1 7 ' 4  Lb Z 4 1 5 I ;  2 . P )  0 2421 0 2-154 t )  2486 1 )  2517 0 254'3 
0 . 7  11 25F;O 0 201 1 0.1h.12 11.2673 I 0 2 3 4  7 ' I  11,2813 0.2X52. 
0.4: (I 7x8 I o 10 1 1 1  3 I ( I  2110s 0,3021 n 30s i 0.7079 0.3 I CK o.3 ITI 
, '  i 1  7 l5 'J  0 71H/, I ) . i? l? 0 l?:X i 4 0 9 I I 1 11 73h5 I ) . . c { & O  

1.0 0:\313 o . . ~ w  I ~ \ ; J K S  j ?  I .  0.~551 0.~577 0 . 3 5 ~  fl,3h21 
1 .1  0.3h33 0.3665 0.36Kh 0 _3708 0.3720 Ii.3749 0,3770 0.3700 11.3811) 0 . 3 X I O  
1 2 [I..3HJ1) II xX63 il i X X X  0 j4>07 11 :425 I7 Iq44 t )  <002 0 1980 l),.l<?(j7 0.4015 
I I o ?  4 !I lcno t i  XIX? I )  . i l~qa I ,  I I I ( 1  4117 r l . 4 1 6 ~  r1.4177 
1 .:I 0.41112 t1.4207 0.4122 0.4236 11.425 1 l l.4265 U.4279 0.3292 U.4.3M 0.4.3 I<)  
1.5 OJ33? C).11145 [)3.357 U.J.370 I I J 3 X I  I14394 I11400 I1.4418 04420 114441 
i.h ( IJJi l  4 (14174 (11184 (r.U95 11.4505 (r.J31.5 1LJfr:5 04T1.i 0.4545 
1.7 0 5 5  0 4 U 4573 0.45 H2 4 9  0.4505, 0 JhOH 11.46 16 (1.4025 0,403 3 
I S 0 4631 0 4hlO 0 4656 n JhM 0 Ah71 O 4hTR 0.408h (1.46Y17 1'1 46SY 11.370h 
I ,  I 3 47 10 !1,37?h 1 2  (1.~738 I,A:~:I 1).4750 1' 3756 o . . I ~ ~ I  ( I  .rto I 

2.0 (1 4773 0.1778 0.1783 0 4788 (1.1793 tl.47c)H U.4MO:l C.1808 1 , 4 1 2  ( 1  4817 
2.1 0.4821 o.a:o n . w o  0.4g.34 0 .483~  n J x l 2  0 4 ~ 4 6  0.48fio 0.4~54 0 . 4 ~ 5 7  
2 2, [;.44:hl 0 4x64 0 .IXhX IJ.Jti71 I) 1x75 O.tH7K I) 4881 C: 4884 0.38S7 0 JKOO 
7 .  41 4 cl.4HQh 0 4YU8 II.J'IDI ( 1  400.1 0 4006 u.J0Oc) 11.4s l 1 ( 1  Al l !  3 (1 ,+O 10 

? .1 (!.-I9 18 0.49lO (1.4912 0.4925 0.4927 0..1020 U -I!>:< 1 0 ,4Y:i2 ~1.4034 0,4'130 
5 C' -11)3X 0 4940 0 . 4 1  U J4I.13 n..1445 , 1 9 4  0 4 , 4 0 4  ! I (1 4952 
2 I >  6,4493 (I -IYTTi I 4 0  7 i i I ' 4 1 O,JOh2 O.J'K1 I )  ,1Ufi4 

2.7 (: .49h5 4 '  0 JY67 0 49611 0 -960 7 I 4 7  1 0.4972 0 4')73 0.40'74 
2.8 i n  ln7. l  0,4')7i 0 +)76 0 4077 0.1077 0 407F 0.,147Y 0 4970 0.4oxO {>.441% I 
, I s 4 4  [ 0 a 11 A I S ~  0.498; I) Ju85 I, 44,pj 0 .lYKh I) JWo 
3.0 0 7  0 . 0 7  O.JVH7 O-lYRX 4 0  11.198V(I.4OKO 04089 II.JMO (1.3990 

. - - 
.St~~~ly.r. Tl~ir tiihlc WS'; g c ~ l r r n l r r i  r l s l l l c  thc S ,AS,* lu~\ction PR( )HNOKM. 



1 ' ~  6 1 r 2 Right-Tail Critical V a l l ~ e ~  tbr the I-di~tribtttion 

ilk- II - Ill cx .05 ( 1  , 0 3  
- - . . - - -. . . . . . . - -. -. - - . -. - 

I ~ 1 7 3  0.3 1 4  12 701. 
> I .Y Hh 2.020 4,303 
1 I 638 1..353 j , lR2 
b I ? I ?  2.132 ? 7'1(1 

5 I 470 2-01 5 1571 
ib l 440 1.943 2.137 
I I J15 1 805 2,3<15 
S 1 797 1 Xhtl I ?Oh 
*I 1 .381  1 Xq.4 2 2hZ 

10 1.772 1 X I 2  7 77% 

I I I .JhR 1 . 7 %  2.20 1 
I ? I .3sn 1.782 2 174 
I 3 1.350 1.771 2.160 
:4 I ,*,r 

L . . ~ + . l  I 2 11.5 
15 1.34 1 1 7 f r  2.131 
16 1.337 174b  2.120 
17 1.333 I 7 4 1  2 I lo 
I S  1.330 1.733 ! 101 
10 1 .:+?IN I 7:l/ 2 .LC3 
20 1.325 J 715 1.086 
2 1 1.32 3 1721 !.OR0 
22 1.72 1 1 ? I 7  2.07-1 
23 l . : \ l V  1714 2.0hY 
34 1.31s 1711  2.0h4 
25 ;..I16 1.711S ?.(I00 
Z+ 1.315 I .70h 2.056 
li 1.314 1.71)7 L.(l511 
28 1.3 13 1.701 7.04s 
2 t) 1.311 I 699 2.045 
1!1 1.310 l .h97 2.042 
I I 1.309 I ,090 1,.(WO 
?? 1.109 1 60,i 2.037 
i i 1.3118 I .hYZ 2 015 
_I4 1.107 I ,(>Ol 2 . 0  12 
35 I .$Oh I .hOU 2.l).t[1 
If1 1.300 I .hRS 1 0 2 8  
37 1.305 1.687 2 1 ~ 2 h  
3 R 1 .'A01 1.686 2 01-1 
1'1 1.101 1.685 2 i r l j  
30 1.301 1 .bHJ 1031 
5 0  1 2[,0 1 .h7{> ? .00'1 
00 1 2Qt> 1 $ 7  I 1 UOO 
70 I 24.1 I ho7 1 994 
80 I ?4: l.hri3 1.990 
<)( 1 1 .2111 I h h l  1.997 

IOO i . ? i ) r l  I hfio 1 . 9 ~ 3  
I 1 0  I l n v  I h5cl I . 0 ~ 2  
120 I ? K O  I o ~ n  1 9x0 
z.3 I ?S, !  1 1 4 i  I ,<I00 

. - - - . - - . . - - . . . - - - - . . 

,SO/~![  (,: TIII, I;!I~IL- (\.I, ~ L ~ { , ~ . I I L L I  ~ I \ I I I ~  111~: 5:'iSC~;l i t ~ ~ ~ ~ r i o i j  'I'INV 






