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Research of Spurious Test Concerning Heteroscedasticity
Liu Tian' Tan Jin®

(1. School of Statistics, Southwestern University of Finance and Economics;
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Southwestern University of Finance and Economics)

Research Objectives: This article addresses the circumstances which give rise ol spurious
test concerning heteroscedasticity and identification of a parameter which can be distinguish-
ed. Research Methods: Theoretical analysis and Monte Carlo simulation. Research Findings:
In the situation of homoscedasticity or heteroscedasticity, the hypothesis test of WIS using
improper heteroscedasticity assumption is wrong and prone to spurious regression, olten
worse than the direct use of OLS; Although the estimator is consistent in heteroscedasticity,
the hypothesis test cannot be used directly even i[ samples are large, because the possibility
of obtaining spurious regression or mistaking the significant parameter for insignificant one is
unable to be improved with the increase ol sample size; Robust variance estimation can ob-
tain good estimation of actual variance of OLS, usually having no effect on misjudgment of
the null hypothesis, but the ability of parameter distinguish becomes worse and the test pow-
er decreases obviously; The BILLUE property of WLS is not robust, it makes no sense to only
recognize the variables without knowing the complete structure that causes heteroscedastici-
ty. Research Innovations; The formula of parameter resolution ratio is derived, and the idea
of avoiding pseudo test with heteroscedasticity is offered. Research Value: This paper pro-
vides useful suggestions for the correct evaluation of models with heteroscedasticity.

Key Words: Heteroscedasticity; Parameter Resolution Ratio; Test Power; Spurious
Test; Monte Carlo Simulations
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