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Christophe Hurlin (2018) ; Advanced Econometrics Il, School of Economics and

Management - University of Geneva, University of Orléans ; February 2018 ; P17-19.
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1 2019 9 10 20 -11 -10 -1
1 | 2020 | 10 10 20 -10 -10 0
1 | 2021 | 11 10 20 -9 -10 1
2 | 2019 | 20 20 20 0 0 0
2 | 2020 | 20 20 20 0 0 0
2 | 2021 | 20 20 20 0 0 0
3 | 2019 | 25 30 20 5 10 -5
3 | 2020 | 30 30 20 10 10 0
3 | 2021 | 35 30 20 15 10 5
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@ Upper bound: y; — E[w] =1
e Perfect fit sy — E[y] =0
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# McFadden R%:

. log(L(B))
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El¥nt1] =0 % Prlvass = 0] + 1 % Prlyayr = 1]
= Pryps1 = 1]
_ exp(xg 4 5)
1+ exp{x:1+1,.ﬂ]|

'_[u:- estimate this probability we replace 5 by its estimate b and obtain
Privas1 = 1].
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Fopi=1if Prlyppr = 1] = ¢
Fnr1=0if Prlyppz = 1] < c.
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my = Zﬂ1l‘n+rf*n+J data=1 & prediction=1

moo = ¥ 1n1(1 — ¥agr)(1 — Fops)  data=0 & prediction=0

mip = 30 ¥nri(1 — Frgr) data=1 & prediction=0

mpy = 3 (1 = ¥apr) P data=0 & prediction=1
t sk Jedl (3 Lesoss S8 el g dmaall O3 O

Classify predictions in right and wrong:

predicted
observed ¥=0 =1 sum
y=0 migg/ m myg/m (mpg + mygy )/ m
y=1 myg/m g/ m (mg+ m)/m
sum  (mpp + myg)/m (mpy + myq)/m 1

The fraction mgg/m + myq/m is called the hit rate.
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