“Can trends in the proce of gas be a useful tool in predicting vehicle sales?”

by the Crayons

The entire interim report address models to fit data. Are your models good at predicting

Sales as a function of price? That is debatable. You get reasonable long term trends, but do you want to predict next month or next year? How do you define what is “good”?

Also, there is nothing at all in this report related to main course concepts. We talked

only briefly about least squares models and R2. This approach is purely data based. The only hint of a random variable in your report is the gas price histogram. But as you not, because it uses figures over many months, what is the underlying random variable???

Well, it is “Gas price in any month- i.e. you don’t care about time. But you r problem is embedded in time, and so what is the value of this histogram. It DOES have value, in as much as sales has value, ignoring time. And your sactterplot is a reflection of

The 2-D probability structure of this 2-D variable (Gas, Sales). This IS a concept that

Is central to the course. Your scatter plot allows you to construct a 2-D scaled histogram

which will be your estimate of the 2-D pdf for (G,S). Now you can address questions such as independence of events. You can also form the model Shat = aG^3 + bG^2 +cG +d, as you did. And then you have the squared error variable: E2 = (S – Shat.) ^2 And data associated with it. What is the pdf of this variable? Do a scaled histogram of the data associated with it. This will be an estimate of the squared error pdf. And what about the non-squared error variable? Remember, squaring eliminates sign information. Do a similar analysis of this variable. 

In summary, you have many of the ingredients of a very solid report. But you need to relate those ingredients to major concepts. By the way, excellent introduction!!!

