SAR error process, hat matrix and projection matrix

e SAR error process

e=AWe+v
e-AWeg=v
(I-AW)-g=v
g=(1-W)1.v

e Hat matrix

AN
The hat matrix (H) generates fitted values y;from values of the dependent variable

(V).
H=X(X'X)"1X (hat matrix)
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H-y = X(X'X)IX'y = X(X'X) X'y =X -R =y
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e Projection matrix (,resudual maker*)

The projection matrix (M) generates residuals (ei) from values of the dependent
variable (yi) (,residual maker®).

M=1- X(X'X)™1X' (projection matrix, ,residual maker)
%/—/
=H (hat matrix)
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M-y=(I-H)-y=y-Hy=y-y=e

- e=M-y



