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Preface

his book is targeted at two distinct audiences. The first au-

dience concerns novices in econometrics who consider tak-
ing an econometrics course in an advanced undergraduaté ora
graduate program. For them, this book aims to be an introduc-
tion to the field, and hopefully such that they do indeed take
such courses. It should be stressed, though, that this is not a
condescending book - that is, it is not something like“ economet-
rics for dummies. " On the contrary, the reader is taken serious-
ly and hence some effort is required. The second audience con-
sists of colleagues who teach these courses. It is my belief that
many econometrics courses, by zooming in on theory and less
on practice ,are missing the most important aspect of economet-

rics , which is that it truly is a very practical discipline.
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Therefore, central to this book are practical questions in vari-
ous economic disciplines such as macroeconomics, finance, and
marketing , which might be answered by using econometric
tools. After a brief discusg"ipn of a few basic tools,I review vari-
ous aspects of econometric modeling. Along these lines,I also
discuss matters which are typically skipped in currently availa-
ble textbooks ,but which are very relevant when one aims to ap-
ply econometric methods in practice. Next,several case studies
should pi'ovide some intuition of what econometricians do when
they face practical questions,Important concepts are shoikv;i in
italic type ; examples of bractical questions which econometri-
cians aim to answer will be shown in bold type.

This book might be used prior to any textbook on economet-
rics. It can,however,never replace one of these,as the discus-
sion in this book is deliberately very sketchy. Also, at times this
book has a somewhat polemic style, and this is done on pur-
pose. In fact, this is the “ personal twist” in this book. There-
fore ,the book should not be seen as the ultimate treatment of
the topic, but merely as a ( hopefully) joyful read before one
takes or gives econometrics classes. Hence, the book can be

viewed as a very lengthy introductory chapter.
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Finally,,as a way of examining whether a reader has appreci-
ated the content of this book,one might think about the follow-
ing exercise. Take a newspaper or a news magazine and look for
articles on economic issues. In many articles are reports on de-
cisions which have been made ,forecasts that have been genera-
ted,and questions that have been answered. Take one of these
articles, and then ask whether these decisioné, forecasts , and
answers could have been based on the outcomes of an econo-
metric model. What kind of data could one have used? What
could the model have looked like? Would one have great confi-
dence in these outcomes, and how does this extend to the repor-
ted decisions, forecasts ,and aﬁswers'?

I wish to thank'Cliv.e Granger and Ashwin Rattan at Cam-
bridge University Press, for encouragement and helpful com-
ments. Also,many thanks are due to Martijn de Jong , Dick van
Dijk,and in particular Christiaan Heij for their very construc-
tive remarks. Further comments or suggestions are always wel-
come. The address for correspondence is Econometric Institute,
Erasmus University Rotterdam, P. O. Box 1738, NL-3000 DR

Rotterdam , The Netherlands , email ; franses@ few. eur. nl
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