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Evaluating Linear Models

• Sales vs. TV ad spending

• Sales in 1000s of units

• TV ad spending in 1000s 

of $
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Evaluating Linear Models

Values of coefficients >> their Std. errors

High t-statistic

Very low p-value
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Residual Standard Error

• Mean sales ≈ 14,000 units

RSE = 3.26 = 3,260 units

good/bad?

R2

• measures the proportion of the variability 

in Y that can be explained using X
• has a value between 0,1
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Mean Absolute Error

• Mean( ||Predicted value - Real value|| )
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Mean Squared Error

• Mean( (Predicted value - Real value)2 )
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Root Mean Squared Error

• SquareRoot( Mean( (Predicted value - Real value)2 ) )

𝑅𝑀𝑆𝐸 =
σ𝑖=1
𝑛 (𝑦𝑖 − ഥ𝑦𝑖 )
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𝑛
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in-class exercise

https://rpi.box.com/s/91ur50ga346s7dyx

p8vg09723pu9rv2c

7

https://rpi.box.com/s/91ur50ga346s7dyxp8vg09723pu9rv2c
https://rpi.box.com/s/91ur50ga346s7dyxp8vg09723pu9rv2c
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Thanks!
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