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Applied Panel Econometrics 
Kerstin Bernoth 
 
 
1. General Information 

 
 
 
 
 
 

 
Instructor Information  
Dr. Kerstin Bernoth is Professor of Economics at Hertie School of Governance and deputy head of the 
Department of Macroeconomics at the German Institute for Economic Research (DIW Berlin). From 
2004 to 2008 she has worked in the economics and research department of the Dutch Central Bank 
(De Nederlandsche Bank) in Amsterdam. Her expertise covers the areas of monetary policy, fiscal 
policy, empirical macroeconomics, financial stability and international money and capital markets.  
 
2. Course Contents and Learning Objectives 

Panel econometrics is a very frequently used tool in economics, finance and political science. It 
allows us to analyze the statistical relationship between different variables on basis of a two-
dimensional data set. Dynamic panels are a specific form or panel model that assumes an 
autoregressive structure of the dependent variable. The presence of the lagged dependent variable 
in the set of regressors causes conventional fixed- or random effects estimators to suffer from an 
endogeneity bias. To get consistent and unbiased estimation results, one needs to employ 
instrumental variable approaches.  
 
The first part of the course starts with a repetition of instrumental variable estimation. Thereafter, 
we will discuss in detail a selection of different dynamic panel estimation models, i.e. the Anderson 
Hsiao estimator, the Arrelano Bond estimator or the Blundell Bond estimator.  
 
By the end of the course, students are expected to be able to explain theoretical concepts of dynamic 
panel modeling, to firmly implement dynamic panel estimations, and to interpret their estimation 
results. Accordingly, the course will put a strong emphasis on empirical applications. Different 
exercises will be conducted. On the second day, students have the possibility to apply their 
knowledge to their own data sets. The statistics program STATA will be used throughout the course.  
 
 

3. Course Sessions 
 

Thursday, 16.06.2016 
 
10.00-11.30: Instrumental variable estimation 
Estimation of instrumental variable regression – theory. 

• Verbeek, M. (2012).  A Guide to Modern Econometrics. John Wiley & Sons, Ch. 5.1-5.5. 
• Wooldrige, J.M. (2009). Introductory Econometrics: A Modern Approach. South-Western, Ch. 

15.1-15.3; 15.5. 
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Class hours 10-11.30, 11.30-12.30, 14.00-15.30 
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11.30-12.30: Instrumental variable estimation 
Estimation of instrumental variable regression – empirics and exercise. 

• Verbeek, M. (2012).  A Guide to Modern Econometrics. John Wiley & Sons, Ch. 5.1-5.5. 
• Wooldrige, J.M. (2009). Introductory Econometrics: A Modern Approach. South-Western, Ch. 

15.1-15.3; 15.5. 
 
14.00-15.30 Anderson Hsiao estimator 
In the following two sessions the estimation of dynamic panel models will be introduced, e.g. the 
Arellano-Bond estimator. 

• Verbeek, M. (2012).  A Guide to Modern Econometrics. John Wiley & Sons, Ch. 10.4. 
• Baltagi, B. (2013). Econometric Analysis of Panel Data. John Wiley & Sons, Ch. 8.1-2. 

 
 
Friday, 17.06.2016 
 
10.00-11.30: Arellano Bond and Blundell Bond estimator - theory 

• Verbeek, M. (2012).  A Guide to Modern Econometrics. John Wiley & Sons, Ch. 10.4. 
 

11.30-12.30: Arellano Bond and Blundell Bond estimator – empirics and exercise 
• Lecture slides on Moodle. 

 
14.00-15.30 Application to own problem sets or exercise 
 




