EDP 660 application journal
Simple Linear Regression AnAlysis
For this exercise, open the tampalms.dat from the chapter 3 folder of the CD-Rom included with your textbook. 

Real estate investors, home buyers, and home owners often use the appraised value of a property as a basis for predicting sale price. Data on sale prices and total appraised values of 92 residential properties sold in 1999 in an upscale neighborhood in Tampa, FL are included in the TAMPALMS file. You will find two columns of data in the file:

C1- Appraised value

C2- Sale price

· Propose a straight-line model to relate the appraised value x to the sale price y.

· Construct a scatterplot of the variables, including the line of best fit. Interpret this model*.

· Assess the utility of the model (i.e., test the hypotheses about the slope [use α=.05], and interpret r2). Draw the appropriate conclusions.

· If you are satisfied with the model, choose an appraised value and estimate the sale price using your prediction equation. Report a 95% prediction interval this value and interpret the result.

· Over what range of appraised values can you use this prediction model? 



























* We should check the assumptions about the distribution of the random error component. For now, assume the assumptions are satisfied.


