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Name: __________________
5-17-06
Quiz for Sections 4.3 - 4.4
Basic 4.4 Formulas:

I.  If X is a discrete random variable then:

· Mean is
[image: image1.wmf]å

=

)

(

i

i

X

x

p

x

m

 
· Variance is 
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II.  For any random variable, standard deviation is 
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1.  (4 pts)  A couple plans to have three children.  Let X be the number of girls the couple ends up with.  Assuming that the genders of the children are independent and each child has a 50% chance of being a girl, what is the probability that 
X = 2?  ______


Justify:

2.  (8 pts)  You purchase a hot stock for $5000.  The stock either gains 30% or loses 25% each day, each with probability 0.5.  Its returns on consecutive days are independent of each other.  You plan to sell the stock after two days.
a)  What is the probability the stock will gain value two days in a row?  _____  Probability it will lose value two days in a row?  ________  


Probability it will gain one day and lose the other (in either order)?  _______

b)  What are the possible values of the stock after two days, and what is the probability for each value?  (Make a distribution table.)

c)  What is the mean value of the stock after two days? _______________  Justify:
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