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I. Concluding Topics in Hypothesis Testing 

A. Testing Nonlinear Restrictions 

1. Format (Wald Strategy): 
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2. Issues: 
a) Calculating ( )f b  given estimates b is no problem 

b) But how do we calculate ( )( )V f b  for ( )f b  nonlinear? 

3. Taylor-Series Approximation (Linearization) ⇒  “Delta Method” 
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4. So our test statistic: 
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5. Joint Nonlinear Hypotheses: 

( ) ( ) ( )( ) ( )1 2
0H :  ~   ; # restricts/hypothsA
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6. Example/Illustration! (See handwritten notes, next page) 
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