
The OLS Estimator Formula for the Parameters of a Multiple
Regression Model

Consider the OLS estimator for b1. The normal equation corresponding to
variable X1 is given byX
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Since X1t = X̂1t + V̂1t, we can replace X1t by X̂1t + V̂1t:
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Thus b̂1 is the estimated coefficient from a simple regression of Yt on V̂1t
(the purged component of X1t that is uncorrelated with the other variables). In
general for the ith coefficient estimator we have
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