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Analysis of Covariant Relation in Cross-sectional Analysis

(56199)

Eiji Kamo

ABSTRACT

Covariance is decided by correlation coefficient and standard
deviation. In cross-sectional analysis, the standard deviation of
market growth rate becomes larger with long term data, and
covariant relation of market-slack hypothesis becomes stronger
with long term data. Covariance does not reflect average of
samples, and the level of market growth rate is not the source of
strength of covariance.

Labor elasticity of self-employment hypothesis has standard
deviation of market growth rate in its denominator, and the
strength of covariance becomes stronger with short term. Its
covariance also does not reflect average of samples, and the
level of labor elasticity is not the source of strength of
covariance.

In order to make average be reflected on the covariance, we
should not use cross-sectional analysis, but we should use
sequential analysis.
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#5-1 Cov (X, Y)=Corr (X, Y)X+ {Var (X)} X+ {Var (Y)}
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#6-1 Cov (X,E)=Corr (X, E)XV (X)X(V(X)/V(Y))
=Corr (X, E) XV (X)?/V(Y)

K7-1 Cov (E,Y)=Corr (E, Y)X(V(X)/V(Y))XV(Y)
=Corr (E, Y)XV (X)
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®8-1 Cov (X, E)X Cov (E, Y)
= {Corr (X, E)XV( )2/V (Y)} X {Corr (E, Y)XV (X)}
={Corr (X, Y)X Corr (E, Y)} XV (X)*/V(Y)
=Corr (X, YI)XV(X)/V(Y)
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#9-1 Cov (X, Y)/{Cov (X, E)X Cov (E, Y)}
= {Corr (X, Y)XV (X)XV(Y)} / {Corr (X, Y)XV(X)}/V(Y)}
=V (Y)?*/V(X)?
=(V(Y)/V(X))*
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