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Yt = value of the time series for period t

n = number of periods

Y  = average value of the time series; i.e. ΣY
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Now, this is looking kind of complicated. However, it makes more sense if you work through it using 

some data. So, let’s go back to the house price data. Table 15.5 shows this data, along with the additional 

values you need to compute the regression estimates using the formulae above.

Table 15.5  UK house price data 
regression calculations

t Y
t

tY
t

t2

1 55 55 1

2 61 122 4

3 70 210 9

4 75 300 16

5 79 395 25

6 95 570 36

7 110 770 49

8 135 1080 64

9 155 1395 81

10 160 1600 100

Totals 55 995 6497 385

Means 5.5 99.5

Using the values in Table 15.5, it is a reasonably simple task to compute b1 and b0 as below:
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So, the equation for the linear trend for UK average house prices, going by the 10-year time series data 

we have available, is:

T tt = +31 2 12 42. . ( )

This looks like a pretty solid increasing trend – the sort of thing which, if you observed, you would think 

seriously about moving heaven and Earth to buy a house, before prices became completely crazy. Right? 

Basically, the slope of 12.42 indicates that, over 10 years, UK house prices on average experienced growth 

of about £12420 per year! Assuming this trend is a good indicator of future growth, we could even use it 
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