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Using Principal Components and Ridge Regression to
Estimate the World Wheat Price Equation during(1961-
2002)

ABSTRACT

This papers estimate the equation of the world price of
wheat for the period (1961-2002)by the basic variables
which is usually effect for the price of the wheat adding the
variables group of international crises and using the
principal components and the ridge regression method to
getting the best estimators for the econometrics study,
because the high correlation between the predicator
variables . the multicollinearity diagnostic is done by
Variance Inflation Factors and Condition Index and
Variance Proportions. The (SAS) Package is used to obtain
the results.
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Al 8 dll il ASE (adldd o Casall e Caagd) orduandl o
aill allall il 8 Ua il Sl il uriall A (g geal] alladl el
Ak ahaiul UG o3 Aallaay Adsall Cle V) Gl paie de sanas
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(intriligator, 1996) (rank condition) 4l L & sa Jlasi¥) 3 s
) L,iﬁ\
rank(x)=m ..(D

ol S

Agapa il Gl paial) laalial (0% m) 48 e (0 4 shias X

e (explanatory variables) s sill G psiall (S Al G 4dle
Gl slaall 4 shinn G sSae slag) (Say 436 (linearly independent) Lbaa
Ayl @it dlay) K Julbs (XX) (Information Matrix)
.(OLS)(Ordinary Least Square) (#) uslie V) 5 jrall cilay yall
Lapa gl @l il e SAST gl cpil o AWl dpdad A8Ne @llia IS 1) W
:ob b Al da i el L) s @l ()ld

rank(x)<m .(2)

s Y Al (XX) Clesbeall 48 shian g sSae alag) Sy Y 4l 4l
Al aal) aaeilly ans Allad) da g o(F) zdsaill Cilalea il 30K
Chda (e Y Aldall saa dallee (= 2l s (perfect multicollinearity)

s 5 a3 ey aadl daxill Lyl dpmpa il @l il
Ol 1) 4 8 il s il (5 sl Y il slrall 48 ghian daae IS 1) L
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il pall 4y yla Jlaminaly KU Gl adaeal Abiaall duwd 1) <ol oSall AV jlasiV) dlalas
lebisad a3 ey At )l Sl laail Elaleal @ s e Juass Cumddaliic V)
bl aaaall i e AR @i ) Jeadl da) e Al Gl el AV
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L3 (588 A il oSl et o AlaaSle e ST 51 (75%6) Lol msiad) ol s
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sl psde-r X
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Aohill) clasal) yiia-: X,
iAokl cBMal) aded Al (e LK) VLY
Dl Ao & i G Aglle 4 gine byl asag() Gale ) (V) Jsaadl e Jaadl 9
Laa Dy LaSedyd sall cile 31 @l e dgdle cilals ) 4 sina ade ddaadle g graill alladl
oeiall me (X5,X7,Xg,X10,X13) <l uiiall il ;Y1 i alaal 4 0l <l LEY1 ¢
Uslaadl 3 il odgd 50l Clalaall 3y puall ol HLED ddllie ¢ jeds daiaal)
Lol el e S sa g 5L 138 g (V) Jsan)aill alladl uall &y o)
S sie i (X1, Xp) Gpopdiall 3oaall Glaleall 455020 Ladh (V) sl e LY
Alaall 4 sina Lzl 5 so (F) dad A oy clalaall 4383 45 5320 a0 5 (590) 40 sinal
il Gua (R?) masil Jalae dad i) LSl WS (1 9 Y sinall (s siusa cand JSS
gisall O ) 5 a5 (94.9%) il masad) pasl delxs Aad 05 (96.6 %)
o o Bty LS mall Jmnad allad) pendl Ay 3l sl e (9€.906) udy
Ty AT d%’j‘(\ ') Jh Sslas B (Xl,X4,X5,X6,X8,X9,X10) Ol jpaiall (V”:)
Andadll lEMal) naxd AKGe D sa g e
Caaly 3By Jan 8 ies 8 jpeall 52all 3 5aY) Aadl) Ol(Y3ale) (T) Jsaadl (e Jaady ¥
ol LeSe (1828) Aalllls Lo i) (a2l Il el o3 i 8) 5 (3.40074E-6)
e el e dpi il lly s sdall oAV
L diaall a,all Jially < 81 85 (0.0001917,0.0004778,0.00293,0.00585)
oS il eday il e 243.486,154,25,62.2788,44.063)  dxllll,
L il Gl el ge gl aaad G ad sdania il @l il o Jalid) alaieY)
Gl b Badly dua bl sl e iy Jadll el ARG L)
Vo On oS) o pe 458 8 j0aall ) saall ad JBI L (X1,X4,X5,X6,X7,X0,X10,X14)
A (e ol g ARl ) 921 e s .0 e iS) (g pial (i o ey (a Al Jlall
Glhysidl o e ol adan dele ad 5l LY @Ol
o) el ACEal Lppsall & (X1, X 4,X5,X6,X0,X10)

T ae ey g al) cilay jal) 48y Jh aladiuly ealll allal) g Adslaa pali: (V) Jgaad)

Ol Jatad Jgan 5 Anibaal) <) JLaay)
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. Parameter |Standard |T for|Prob >
Variable |DF S B HOParameter=0)[T| Tolerance |VIF R2 REMARKS
INTERCEP1 |-461.057 |414.7 -1.112 0.276 [0 0 B i
0.918 [|SEVER
X1 1 |0.738 0.176 (4.184 0.0003 |0.0815601(12.26 COLLINEARITY
0.769 |NON-
X5 1 |0.068 0.034 [2.03 0.0523 |0.23028854.34 COLLINEARITY
0.886 |[NON-
X3 1 |0.445 0.257 1732 0.0947 |0.1134656/8.81 COLLINEARITY
0.994 |SEVER
X4 1 |0.133 0.169 |0.783 0.4407 |0.0055533(180.07 COLLINEARITY
0.994 |SEVER
Xs 1 |-1.219 |0.664 |-1.837 0.0773 |0.0054083/184.9 COLLINEARITY
0.994 |SEVER
Xe 1 |1.526 0.68 2.246 0.0331 |0.0052641{189.97 COLLINEARITY
0.811 |NON-
X5 1 ]0.193 0.175 1.101 0.2804 |0.18870255b.3 COLLINEARITY
0.981 [|SEVER
Xsg 1 |-0.026 [0.022 |-1.207 0.238 |0.0186703553.56 COLLINEARITY
0.999 |SEVER
Xo 1 [0.136 0.137  |0.992 0.3302 |0.0001338(7471.65 COLLINEARITY
0.999 |SEVER
X10 1 |-10961 |11.213 |-0.978 0.337 |0.0001218/8211.76 COLLINEARITY
0.342 |INON-
X11 1 |-0.223 [3.735 |-0.06 0.9529 |0.6582836/1.52 COLLINEARITY
0.411 |NON-
X1 1 |2.507 3.99 0.628 0.535 |0.5865767]1.7 COLLINEARITY
0.470 |[NON-
X13 1 |-0.699 4163 |-0.168 0.8679 |0.5299868/1.89 COLLINEARITY
0.798 |[NON-
X1 1 |11.358 |7.227 1572 0.1277 |0.2015417/4.96 COLLINEARITY
Analysis of Variance
Source DF | Sum of Squares Mean Square FVaue Prob>F
Model 14 73261.00342 5232.92882 55.389 0.0001
Error 27 | 2550.82992 94.47518
CTota 41 | 7581183333
Root MSE _ 9.71983 Rsquare  0.9664
DepMesn _ 121.83333 AdjR-sq  0.9489
C.V. 7.97798

aa 288 A5 228 dallas i yal gednhadll ClESal) 222 AISGe 2ga g ke | (e gualy
Sl Isasll Goall Jlasil e Slamd A I b Sl glad alasind ) s el
eaill alladl el Aol L gl G il i) e 5aS) USG5 yiee Qi
17ealll callad) pad) Adalaa s A& Ao ) il gSal) A8y ja aladiad ¥-Y
o) Il Jyad (b Auaipl) U gSall Ay sk (B 59 55kl ¢
AdliSa c) purtial) sdgd (WL caa g oY D g Al dl) dasall
A LN Ga (49.32%) iy JoY) Gl Sl G Badl (5) Jgaal) (e
Gl (e (13.56%) () G ) (Sl iy Ladsne(6.90595) Jaall 053 Ol
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GoSall puady Cua i gSall A8 daadlly 1338 9 (1.89883) Jsaal) ook Oly S
.(0.00006) Jaall o3 Oy ASH Gl ¢a (0.000005%) LAY

Jga.us\" Jlaady) Ailaa &l jala sl A AalieY) J‘-*“{‘ Cilay yal) A8y gl aladind) ol
sread) AL 0] clalaal) (0 Gale) V Jgaad) Gams A ) cliggall o aildl)
L ) i gSal) ANy 50l clalaall (e Jysail) Ales gl ) day zalll allal)
ol allall aad) sl J6Y) il Sy dua Alal) il padall )
u.dl.d\ read) laadd) @L\.\S MALEA @L\.\S\ u‘ LA)AJGM MJY\ MA.US\ <l gSal)
soall Claggall A8k aladiul (X0s) dalall clpaiadl Je (Y) gl
cliglall JS o zalll alladl adl 5 jakal) cilaleal) ALY Chal) Jiay gedgabgic )
il i ¢l Lag ged gheal) A8 Aty 138 ge paY) (il ¢ sSall Jasla A
alladl jaadl laad) alade) i Ao g Al 4..5 Adlall By Juad] ) A
G Ol O oSl Madialy ghpde AT Al cliSall o madll
& Adia Lgaline (b Cils da Al cladeall (¥ dlig(PRIN13,PRIN14)
A Ll e (0.99985%) swedi ligSall sda () o Sudd dgalaBy) 4 i
(1) Jsad gﬁ S1d Tasa Lasy dohdll cl@dlal) daxd AlSal et G gy ety
=AY dipally 4y pail) Alataal) AU (Say dsle

Y=-64.953+0. 6834X,+0.0683X,+0.5835X5-0.099,X4-
0.4652X5+0.759X -0.024X ;-
0.044X5+0.0169X0+1.2107X,0 +0.1774X11+2.59X 1,
-3.868X3+4.1897X 4 ...(10)

el alladl jraad) Adalaa il B Gdoad) lasd) 48y jha afadi) Y-Y

OsSly il allad) ) AN dasida i) il piiall (oAl aael) AlSEa 390 g ) S

Cilalaal il jaiall Mgy Cialdl jlasd) 48y ph aladiad ga Aad) sda Jia A dadlaall 3k a) o
Al e nad) s o Lag o(K) dad paad e aaiad 48y k) sda oY gealad) Jadd) 73 gaiY)
g & (Gruber,1998) 4iss 48k o plaa) (o gud Ol (K) J 4adlall dagdll jay
Wb 55 ey (0SK<01) ad o dad (YY) gzloddial B 4 s 48kl aladial
Root ) Uadl) cilay ja Jawgial il jdall gl o5 (K) ad (e 4ad JS Jilday <(0.005)
Budal) cilalaall (5 jLaall Gl adY) (e SLad (VIF) 4y (RMSE) (Mean Square Error
Jilha dadine dapa gil) ) piall 3 p0ial) cilaleall gy a3 LS ¢(A) Jgandl b elld puiaga Las g
dalal) B (Y) JSA B D i ga LaS g (K) ad Jilia dsasia il il picial)
Gl pal) 48y b @) ja8a Jidd) K=0 Ledie 3 jafal) cilaleall ) S50 ae Bady (V) JSl (e
Ju Laa (K 2 0.01) cha phagl ) jiad) gad 5 jakall cilalaal) & aii Bany g (LalieY) s ial)
ad O UL 138 g (0.01) B Le dabaill G i dyapda gill < piiall G 4B () o
Lasie doaua o) il pidall gaad (1 +) (oo BB iy S (S QAT § kel cilaleall (VIF)
(Jial) Aadl) b Jliely K=0.015 Aad JLSS) b 4o go((A)dsaad) ki) (K 2 0.015)

Y Ahpally adll alladl el 4 jaiil) Alslaad) AU ¢Say oMo ) Sl
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Y =-2+.508 + 0.6901X,+ 0.08196X,+ 0.51152X;+0.029X-+.+ 44X

+0.405Xs +001YFAX5-0.0229 X+ . 1 078Xy +0.20X
+1.4%8Y YY),

ST X, - YLEAYYX i TEAYX,

(1)

dadie & o Galdll B (Y) JSal B dandgill ci piiadl aguy e Badly L
Juasil) al Le UL 138 3519 (X3, X 1) Orusiiall Laa ) ) i) JASY) cf psial)
b BAsall il piial) dadia A () iy Gupsiall Cpda O e GGabad) Gaal) 4
ealll allad) e
+ Glaliiiay)
-1 L) dua il a3 Al i) ab (e )

Gl LAY o) digad) lasd) A8y yh aladiady (V1) Al Adalaal) gulis coygds) -9
Ll 4y latl) aa dBdia CulS | piia pde dag )l Jual (e Gl e 0L 4 )
daleall (RMSE) w OU (X19X29X39X59X69X99X119X14)‘;‘M ‘ Q’A N/
clgal AByyh aldiuly milidl) cipgl cpa Ao(Ve.eVeV) caly 4y i
fon Aldia CuilS | pitia e aaY Ay ) i LaY) o (V) +) dosalil) Dataal)) s )
Aad g (X1,X25X3, X, X5 X6 X7, X0, X11,X12,X14) (29 Apbai®y) 4y,
) doash o gl G o) Layg (9.8533 ) waly 4y el Aaleall (RMSE)
o A ) il gSall A8y ja il Alaic) a8 A8D (o al) 4B A8l uld ot Juad
Jadadll

sl o) Al gaeally Alliatially (Xg) dpaia¥) cilplaliadd 3 Jam dalaall of Baady.¥
& x.z Adgal) Bkl e Lgilalial 3l A Jeall Laadiad A1) dallad) 4pa830)
oS dgaiad dadiial) g 4ad) Jeall ol A )y Le Lgd g dsalaidy) 4 Jailt Adlla
odaiy Ad gal) A gacad) (il ghy aciali Lgdl LaScdpdaly) cilbalia¥) G SY) ¢ 5ol
o Aia¥) Lbhlia) b a3l aadiad Y g malll dqiiall L.M:.J:\ Jsll Aaild
28 (XIO) @JSJASJ\ kil 3 jadall Aaladl) u\ Badl Lag GAAS\ Ll il 3345
JSI daalial) Joall lSia) ) agag &3 P ol dLalaiBy) Ay Jaill A8NA, @ yed
Gl 5 a8al) daleal) off Jaadl Las, zeadll dJJMSJ O Jhiy i) L ol 6385 (e
u—u&‘x" cipall cladly ddgall gt clal Aliatially (X13) daatl y Aadlal)
ag il dals why lladl u)g.h A paal) ey Asallal) 4 ganall g
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