If interest rates fall another one percentage point to 3 percent in August. There is also broad agreement that interest rates willremain low for a long time to come. By the end of the summer, mortgage ratescould have crept down to just over 4 percent, the lowest level in moderntimes. Mortgage rates are unlikely to rise above 6.5 per cent in the next ten years.
Create a scatterplot with interest rates on the X-axis and the number of housing starts on the Y-axis.  (For information about how to do this, use the Excel "Help" utility and enter "Scatterplot."  Then I would like you to compute a simple regression formula using the interest rates and number of housing starts provided below.   Once you have computed your regression formula answer the following questions.     

1. What is the regression formula that you computed?   

2. What would the approximate number of housing starts be at the following interest rates:  8.5%, 4.5%, 3.7%, 2.3%?   

3. If you were the owner of a business in the housing construction sector and you knew interest rates were going to change; how could you use this information to make better decisions?   

 

Housing Starts in Relation to Interest Rates 

Interest Rate            Housing Starts 

11%                            9,000  

10%                          10,000 

9%                            24,000                 

8%                            40,000 

7%                            52,000 

6%                            65,000 

5%                            80,000 

4%                          100,000 

3%                          130,000 

2%                          135,000 

Click HERE to compute regression formula.  (Use the simple regression equation y = mx + b.  NOTE: Enter percentages as .02, .03, .04, etc.) 

