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yi = x∗iβ + εi xi = x∗i νi zi = x∗i ηi x∗i , εi, νi, ηi independent, each i.i.d.
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If 0 < E |x∗i |
2 <∞, E |εi|2 <∞, Eεi = 0 and 0 < Eν2i = Eνi <∞

then βOLS
p→ β.

(b) β̃ = β + Σ(αxi+(1−α)zi)yi−βxizi
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E [ανi + (1− α) ηi − νiηi] = αEνi + (1− α)Eηi −EνiEηi = 0
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(c) β̃ = β + Σ(αxi+(1−α)zi)yi−βxizi
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Denote Ai = (ανi + (1− α) ηi − νiηi) Bi = x∗i (x
∗
iβ + εi) Ci = x∗i εiνiηi

.
D = E

£
(x∗i )

2 νiηi
¤
= E

£
(x∗i )

2¤
.
G = V ar [AiBi + Ci] = V ar [AiBi] + V ar [Ci] + 2Cov [AiBi, Ci]
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