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Figure 10.8a 
and b
Bad Residual 
Plots

Residual Histogram and Normal Probability Plot

The next tests that can be done deal with the assumption that the error term is normal. We can look 

at this in two different ways. Looking at the histogram of the standardized residual provides our first 

indication. If the residuals are normally distributed, the histogram should look roughly like a normal 

distribution. Figure 10.9 shows the SP_FUEL example.

Here, with a sigh of relief, we can conclude that this is generally OK, bearing in mind that we do not 

have a huge amount of data. Sure, it is not perfect, but there is nothing wrong about this, such as all the 

data being skewed to one side, or most of the data at the extremes and so forth.
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