Statistics 431:
Statistical Inference

Lecture 16: More on simple linear least-squares
regression



Car price example

e A used-car dealer wants to understand how odometer reading (mileage)
affects the selling price of used cars.

e The dealer randomly selects 100 three-year old Ford Tauruses that were
sold at auction during the past month. Each car was in excellent condition

and equipped with automatic transmission, radio, and air conditioning.
Bivariate Fit of Price By Odometer
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Linear Fit

Price = 17066.766 - 0.0623155 Odometer

Summary of Fit

RSquare 0.650132

RSquare Adj 0.646562

Root Mean Square Error 303.1375

Mean of Response 14822.82

Observations (or Sum Wgts) 100

Parameter Estimates

Term Estimate Std Error t Ratio Prob>|t|
Intercept 17066.766 169.0246 100.97 <.0001

Odometer -0.062315 0.004618 -13.49 <.0001






