Quantitative Analysis - Lecture #1
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NIVIIXND 7v N1aawx .1

(Algebra of Events)



JUYTAN

N7 NDXXINY N71Y9 -(random experiment) "pn '10"
(NI n70n) 'XT1 1217 NINY

70 QOIX INT - Q -2 MIon -(sample space) DA 2NN

Q = {1,2,3,4,5,6 1010 7Y NIMYORN NINXIND

10N 7Y NMWON NRXIN -(sample point) DATA NTIR)
NIRXIN 1 7wn?) Q 7w n'P7n nxinp -(event) vaINn
(Nt

TA?72 NNX DA NI 7'On -(simple event) VIYD VYIINN
(NonIvun NTIPI DN7 'R ,YNYn ,07 0N D'0IYD NIYVIINN)

NITI?1 12 'X) MYOX 'M72 VIR -(empty event) 7' VIIRN
¢ = { } . -2 n'mon .(0aTn
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NIXNDAIT

?N1MIp 2 N70N2 Q NN DMYN X °

Q={(x,y);x=1,23456,y=1234,5,6}
A={11).(22).(33
(16).(25).(34).(4.3).(5.2).(6.2);

B =
C= {(1,1) (1,2) ( )} 4 -n |V NIXXINN DIDOY V1IN *
D = {(6,6)} 12 NIN NIXXINN DIDOYW VIINA ©

22),(33),(4,4),(55).(6,6);
2

NINT NN '"MYY VAINND @

7/ NIN NIXXINN DIDOW VIINN ®

AT07 NIA'wn X777 40 ) 1Mn 3 W W1 INQ7 e

(4Oj __ 40 9880
3Ax(40-3)
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JUYTAN

A=B DMA'X DNIX DN W' -D'AT NIVAIRD .7
NN D OXIIDXNB-APDMA-wN) Ac B n'on .8
(B -7 DA"'w A-7 "W
If wme Aand w B, then Ac B

B-12%m A :(Venn) || nnaR'T

VIINN 7D ,17) 20791 RIn N7Dnn ont e

1oVl (Ac A myya 7oin

Q

If AcBand BcC, then AcC
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NIWIIXN ¢ N12AAIN

DN TAXR NINS7 , AU B = A+ B ,(+) m> -(union) TIN'X
AUB = w;w e Aor w e B or bothf N

.b 2+3=3+2 QI7'Nin 7In e

] AuUB=BUA

5+(2+8)=(5+2)+8 Ypn pin e
AuU(BuUC)=(AuB)UC
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NIWIIXN ¢ N12AAIN

AN B = Ax B ,(x) m> -(intersection) JIn'n
ANB={w;we Aand e B

_ ANB=BNnA

Y7 PN e

5x(2x8)= (5% 2)x8
AN(BNC)=(AnB)nC
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NIWIIXN ¢ N12AAIN

AN B = Ax B ,(x) m> -(intersection) JIn'n
ANB={w;we Aand e B

21790 2In e
\ ! ") 2x(3+5)=(2x3)+(2x5)

An(BuC)=(AnB)U(ANC)

NN2A7N 07PN 17 'RY Inwnl e

2+(3x5)# (2+3)x(2+5)
AU(BNC)=(AuB)n(AUC)
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NIWIIXN ¢ N12AAIN

XIin A = A'= A® -(exhaustive events) D'0*7UN NIVIIRND

A — {a);a) 2 AOr oe Q} A 7 0'7wnn yaIRnn
- U
. A=A P .

AF
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NIWIIXN ¢ N12AAIN

B -1 A "> 2N -(mutually exclusive events) DT NIVIINN °
AN B=¢g DR DT

1. AN A= Y, 2.0 =¢ 3. ¢ Q) NINNAIT e
TR LN VIIRND @ -1 ANQ N DX e

1. Aug=A 2. Ang=¢9 3. AuQ=Q

4 ANQ=A L. ¢nop=¢ 6. 90UP=¢

JDIVIIRANN TAX 702 701 NIvAIRN 7 JIN'Nn T

T AnB=¢, thengc Aand ¢ — B
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(De Morgan's laws) |22 DT 71N

D'N'7UNN NN = TIN'RN 7 0'7wnn .1

ANnB=AUB

D'M'7UNN TIN'K = JIN'NN 7Y 0Y7wnn .2

AUB=ANB

QYN IXT7 DT DIVAIRNA 7Y TIN'RD NIWIIRNAD QIRD ©
NI'NANO0oN

o Q) wanapinxn AL A L DN e
(NNa7xa < -7 am) L__Jl A=Q 1
NIAITA DT DN DIYIIRAD .2

ANA =¢ Vizj, i,j=12..n
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(Partitions) ni717n

BcQ vauxnnron Q9w npin AL A 'nnor e
5-1) (BrA) ™

B U A|l=Bn[AUA U..UA |=

120N °

(BN A)U(BN Az)u...u(BmA]):[jl B A

JNT NINIAP 7Y QOIN NTI *
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NI12NO0NN NINI'OZX

'P(A) -D A VIINN ¥ NINANONN NX |NO1 DX *
P(A)Z O :1-%7 nnw IX Moy nnanonn .1

P(Q) =1 XTHUn YINnn .2

TIN'RN 7¢ NNANONN 'TX NIAITA DT 0N NIVIINAN OX .3
(NI N2 NIA'YTR) NIFNANONN DIDO7 NIIY
T ANA =¢, Viz], 1,]=12..,n

then P Lj A =iP(A)

1=1 =1
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NINANO0NN N'"X;721O NN

P(¢)=0=g=gUguU..= P(¢)=P(¢)+ P(p)+... .1
= 0="P(¢)+P(¢)+...= P(¢)=0

TN DT NIIRA N, AL A 'R DR = N'9I0 NIM'OTTR .2

PIA UA U..UA |=P(A)+P(A)+..+P(A)
AUVUAU.UA=AUVAU.UA UGUPUP NOIN TV

P(AUA U..UA )=P(A)+P(A)+..+P(A)+P@)+..+P(g) mors 7y
=3 F(A)

DT NIVIIXND 7Y TIN'RD NA'ND7 NI VNN 7D .3

B=(BnA)UBNA)=BN(AUA)=BNQ=B
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NINANO0NN N'"X;721O NN

if Ac B then P(A)< P(B) 4
B=(ANB)UA
P(B)=P|AU(ANB)|=P(A)+P(A~B) P(A~B)>0
= P(B)> P(A)

if P(A)<1then Ac Q 5
P(A)<P(Q)= P(A)<1=0<P(A)<1

if Ac Q then P(A)=1-P(A) 6

1=P(Q)=P(AUA)<1=P(A)+P(A)= P(A)=1- P(A)
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NINANO0NN N'"X;721O NN

nnw A B Q pnwb nivaikn min'k Yw nnanonn .7
P(AuB)= P(A)+ P(B)- P(An B)
AUB=AU(BNA)
(1) P(AUB)=P(A)+P(BNA)
(2) P(B)=P(B~ A)+P(B A)
— P(BAA)=P(B)-P(BN A)
(1)+(2)= P(AUB)=P(A)+ P(B)-P(BN A)
NI'Nanonn 0OIdOoN N1V IXK NHY TIN'XN 7v NnNaANnonn .8

P(AUB)< P(A)+ P(B)
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U U U U T

U U

A)=§, P(B)=
(AU B)=
(Kr\ §):
(Ku §):
(Am §):
(A~ B)-=
(Kr\ B):

50 Y )y ) YWk

1 an»D Y30

Y D NIIIRKNB-ITAI'N' DX °

P(AN B):l—lO

JIN RXND °



1 an 7.2 j1Nno

3 1 1 5
AUB)=P(A)+P(B)-P(ANB)=>+Z— = =2
(AUB)=P(A)+P(B)-P(ANB)=C+Z- ==
(AnB)=P(AUB)=1-P(AU B)=1—§=%
=\ o= 1 9
AUB)=P(ANB)=1-P(ANB)=1-— =
(RUB)=P(ANB)=1-P(ANB)=1-— =

_ 3 1 1
AAB)=P(A)- P(ANB)=>- ===
(AnB)=P(A)-P(ANB)= - =7
(AnB)=1-P(ANB)=1-+ =2

10 10
1 1 7

(A~ B)=P(B)- P(An B)= 2 -5 =
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1 xnaIT

. . -y [IN] DX
P(A):g, F>(§)=Z
?0'T NIVIINN DN B -1 A DN
P(B)=1— P(§)=1—%=§:> P(A)+ P(B)=%+§>1

.07 X7 NN DN B -1 A )0'9Y
DT NIVIIXND 1IAY D 11

P(AUB)=P(A)+P(B)<1
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2 ND 7N

-Y [IN1 DX °

? P(AU B):% -y DN DXN *
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2 NN 7'2N [INO

-Y [IN] DX

? P(AU B):% -Y [DN" DN
P(A)+(B)=3+l<%= P(AUB)

TN , DT NIVIKN DN B -1 A DX
P(A)+ P(B)= P(AuU B)
T ,ONT X7 NIVIINN DN B -1 A DX
P(AUB)=P(A)+P(B)-P(AnB)=
P(AuB)< P(A)+ P(B)

D"I7N "M 1Y DMYN — M9 Y7 DNmy NIt D



(n1771 5-10) N709ON



NXX0000 1111

NIVIIND 7¢ NN »
(N1 5-10) NzooON

NnrNanon e
(N1 5-10) NzooON
D'7N D'NWUN e
(N1 5-10) NzooON
NITTA NI'MA7ONN ©
nN'an e
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nir'Nnanon .2

(Probabilities)




(Marginal Probability) n'ziy ninanon

P(A) -1 NINION NM?' A VIIXNY N'71WN NNANoNN

- NINION NP' X7 A VIINNY "7 ,N7 Nn*7wUnn NINANonn
P(A)=1- P(A)

Marginal ) |IV1'9 NI7TNT N'™21WUn NINANOoONNY NN ,7WUn?

-7 NIY MY 1IN nnYion n1an 7w (Probability to Default

P(D)=0.2
N'721UN NNANONN , NI N7 NN 7vnn NNANoONNY NN

NN NNIX 7w (Marginal Probability to Survival) niTw9
-7 NIY NIV NNINA

P(D)=1-P(D)=1-0.2=0.8
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(Marginal Probability) n'zi¢ ninanon

[IVI'S NI7TNT? NI'71IUN NIMANONN DX NA'¥YN NXAN 07200 °

(D'TINNA) |NT 19 7V DIV 'RIYK AN T NNAN 1Y

Time (years)

1 2 3 4 5 14 10

Aaa 0.000 | 0.013| 0.013] 0.037| 0.104 0.244 0.494
Aa 0.021 | 0.059| 0.103| 0.184 0.273  0.443 0.619
A 0.055 | 0.177| 0.362| 0549 0.756  1.239 2.136
Baa 0.181 | 0510| 0.933 1.427| 1.953 3.031 4.904
Ba 1.157 | 3.191| 5596  8.146| 10.458 14.440 20/101
B 4.465 | 10.432 16.344 21510 26173 34.721 44573
Caa | 18.163 | 30.204 39.709 47.31f 53.768 61.181 72.384
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(Marginal Probability) n'zi¢ ninanon

Y' Baa 7¥ 'M7NNN 'KIYNX AN'TA NNAN7 D N7y n7a0nn e
,MIYNIN MY 9101 |1y Ni7Tn? y'an? 0.181% v 1o
21 N'MIYN MWD 9loAa [Iv'9 NI?TN? y'an? 13'o0 0.510%
nheh

Baa 7¥ 'M7NNN 'RIWN 2N'T2 NN2N7 D N720nn N7y TIY e
TV TNW7? (100% - 0.181% =) 99.819% 7w nnanon v
99.49% 7w nNanon ,MIYXIN NIYN 910
NN )21 NMwn mwn qio v TNw? (100% - 0.510% =)

Baa 7w 'm7NnNn 'ROWKX 2N'TA NNAN D NNANONN D OX @
N'n (N9101 X71) MWD MWD 17002 [1V1' NIPTNT7 y'an
.(0.510% - 0.181% =) 0.329%
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(Joint Probability) nonivn ninanon

NINANONN X'N NIVIINA 1Y 7¢ NONIYNN NNANONN ©
TN NIVAINND MY DNIXR N7

P(AB)= P(An B)
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(Mutually Exclusive Events) D' NIVIXN

,N'NAT 12 WNONN7 D'713' DI'XY NIYIINA DN DT NIVIIRN
[IV'D NI7TNT7 NyanY IX) NT? 0T 0DM'7wN NIVIIRN 7wn’
'N - TVIN ININA [IV'S NI7TNT? Nyan X7YW IX 0"10N )'IXN2
(D21 DA "WON

NIY DN7Y IN'NN 'TX ,0NT NIWIIRN 0N B -1 A DX NI
P(Am B) =0 :(no'9n DN 'R D) 09KY
DAY NIX X7 (N9'9N) JIN'N DN7 'K NTY 17 D'W7 W' X

NIONN OXNN X71 VTN DAY N NIn D - N nr 0"in ‘N7
NI IN

TN ,M7 A -W VYTI' INI D'IT NIVIINA DN B -1 A DX ,ynun
07NIM NI7N DN YW D71 NP X7 B - NINTHA YTI' X
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(Mutually Exclusive Events) D' NIVIXN

AP?TD NOIN 773 |9INA NIVIINA 7W TIN'RN °
P(AUB)=P(A)+ P(B)- P(An B)
:NIN DT NIVIINND 27U JINNN D DTN XN X e
P(AnB)=0
'NIN DT NIVIINA 7¢ TIN'RN D71 e

P(AUB)=P(A)+P(B)<1
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3D 720

T, N70N2 DATAN 2NN

1/6 -7 nnw

P71

Q =1{1,2,3,4,5,6}
VIYO VIINN 72 2V "7219'7" nnanonn ,Naain Nl N70n2
X 1 2 3 4 5 6
P(x)| 1/6 | 1/6 | 1/6 | 1/6 | 1/6 | 1/6
12'N NINQNON 2NN DAY NAAIN X7 "NTNIrm" ntaip N1
X 1 2 3 4 5 6
P,(x)| 1/10 | 1/10 | 1/10 | 1/10 | 1/10 | 1/2

JAIT AXRNXIND A VRN ' TA)

?N1IPNN NNKX 702 NAIT ARXIN 7227 DNQNoNN 'Nn
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3 NN 720 (1Nno

NN NYT? DN 1IX NIVIIXNAD 7¢ TNANoN Avwny? '
.0DMA'NNN TNX 7D 7w nNanonn

DA'RN 70 7U NINQNONY D'N'IN 1IX NAAIN N"AlpA ,7Un?
S TR NINANON 2NN XYy N7 .0NT

Q= {w1’w2’w31---} 12'N MUNX NNQNOoN 2NN 77D 91K
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(Independent Events) D"17n 'N'72 NiVIIXN

7Y NIYNOINNY NIVIINA 01D DM AT 071 'M72 NIvaIXn
JNND 79 MIvNONN2 NNIM IN D7D N1Y'K DN TNN

TN ,NT2 DT O"I7N M7 NIVIIKN 0N B -1 A DX ,Oni»
P(Am B) = P(A)x P(B) :0N"79o17 NI DNY7Y JIN'NN

DT DT 07N 'N72 NIVIIRNT XnalT

72;771¥ NIRXINN |2 NI7N 'R - NAT 12 NIYALVN Y D700
YN YI0N] 7271w ARXINN A7 [IYXIN Yaona

NXXINN "2 NI7N 'R - NINAT 12 yaon N70n1 n*alp N70n
Ja0NN N70N1 7273w AXRXINN |27 nMapn N70N0] 727v

NN NAIYND UINY /niona Y/nwa? niowa/70% nipar
NMY? NNX |2 NN PN - FRM -0 [nana
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(Independent Events) D"17n 'N'72 NiVIIXN

AP?TD NOIN 773 |9INA NIVIINA 7W TIN'RN °

P(AUB)=P(A)+ P(B)- P(An B)

NIN D7D 'N72 NIVAIRN 7W JINNN D DTIPN IRN X °

P(AnB)=P(A)x P(B)

'NIN D7D 'N72 NIVAIRN 7Y TIN'RN D71 °

P(AuB)=P(A)+ P(B)- P(A)x P(B)
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NI7n 'XiI (Conditional Probability) n'anin ninanon

N7 B yaIXnY [N1'N2 A YaIRA NNEY7 DNIMAY NNANonn ©

P(A/B) :-> nanion

'N'NY 7900 NNOIN CYWNXD »

P(A~B)=P(B)x P(A/B)

NINIMAN NINANOoNN NNOIN NTAl N1nNnl °

P(A/B) = P(Q(E)B), vP(B)> 0

o(8)- P8/ P(A)- PB/ AN PLR)
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4 DN 720

N1ON B yaIxnl FRM -n n1'na 7w 1ayn A vaikn Tl
.N1'N2N NXP7 NN

8 11 9
=~ , P(B)==—=, P(AnB)=—
15 () 15 (AnB) 15

D VIT'YW IN1'N2 FRM -0 N1'NAa DX 112Y7 NNANOoNN 'nn
D'I2'0 7IN"1 O ,"17) NI'NAN NXIPZ7 N''Y N1DN NYXI
?(7N"IN NV'0ONAMIN 7Y YIN 'TIN'?? nT'N'N YW 0"0N'D

P(A)
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4 an'D 720 (1N

P(we)- PP 122



50nD 720

Caa 7v¥ 'M7NNN 'KOYKX AN'T2 NNAN 7¢ ,NNANoNn 'nn e
NI?7TN 2¥N7 y1an7? ,(hnTizn n720nn n7anni 1Y '9))
NY'AN N7 X'NY N1'NA N'Y'7UN Mwn Y7002 [Iva'o
?(NNIYRIN D"NIYA M) 1D 197 1V NI7TNY

Time (years)
1 2 3 4 5 7 10

Aaa 0.000 | 0.013| 0.013  0.037] 0.104 0.244 0.494
Aa 0.021 0.059 0.103 0.184 0.273 0.443 0.619
A 0.055 0.177 0.362 0.549 0.756 1.239 2.136
Baa 0.181 | 0.510| 0.933  1.427 1.953  3.031 4.904
Ba 1.157 3.191 5.596 8.146 10.4583 14.440 20101
B 4.465 10.432] 16.344 21.510 26.173 34.721 444|573
Caa 18.163 30.204 39.709 47.31\ 53.768 61.181 72.384
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5 NN 727N (NN

NI7TNT Y'an? Caa AN'T2 NNaN 7¥ NNANONN NX QWN °
N720NN N72NN1 MY '9) N'YHIYN MY 1700 |1V

NNTIPN
d, —d, = 39.70%6 — 30.204% = 9.505%

NI?TNT? (N'21wN) NINM X700 NN2ANONN X171 IT TNANoN7
17NN2 |IV'S NI7TNT V'an? NNANoNN nwyn? Mt .Iv1'e
.0 (nma NXMNY 9D (N9101 X71) N'YWHIYN MWN

nN"MYn NMivn '-']IO'? TV TNYN MINNXN NMNIaANNY NNAanonn °

N
S, =100% - 30.204% = 69.796%
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5 NN 727N (NN

NIYN 17012 |1V NI7TNT Y'an nNanny NNANonn
DTRIN [IVY'O NI7TNT YN X7 XN D D2 nanm ,N'wven
NN N

9.503%
69.769%

=13.623%
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6 AND 7N

NI'NANOoN DV Baa 7 'M7NnNn 'RIWUKX AN Ta NNan N1 e
DNTIPN 0720010 N7ann1 1Y 19 |1V NIPTN? NIMiY

NIY2Q |IV'S NI7TNT7 N7W NYNImMN nNanonn '‘nn .1
?MIYKRIN

?7NMIYXIN MY NITIYT? A7 NNima NNanNoNnN 'nn
?N"MYN MYA [IY'D NITTN? N7¢ Nnimn NNAanonn 'nn
?0"MYUN MV NITIYY? A7Y NNmnN NNANOoNN 'nn

D"NIYA [IVY'D NI7TNT N7 NN20¥NN NNANOoONN NN
?NNIYNRIN

U D W N
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6 NN 727N (1NN

NI'NANOoN DV Baa 7w 'M7nNn 'RIWUKX AN Ta NNan N1 °
NNTIPN 0720010 N72aNN1 1Y 19 |1V NI?TN? NIMiY

d, =0.181% ,d, = 0.510%

NIIYNXIN MWD 9101 (d) [1v1'S NI7TN? N'21wn NnNanonn °
NIYN qloa (k) [Iv'S NI?TN? N'aNmMn NINQNOoN7? Nl

nRlLJhan
k, = d, =0.181%

NHY NIYXRIN NN qioa (S) NITYW? N'21Wn NNanonn  ©
‘MIYXIN MY q1oa () NITIY? nnimn NiNANon?

S, =1-d, =(100%—0.181%)=99.81%0 = f, =1-k,
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6 NN 727N (1NN

N"IYN NIYN 9101 |1V1'S NI7TN? NYNIMN NNANOoNN
NIYN 9101 |IV1'9 NIPTN? ny'an X7 NNannw 701 NYanin)
N'D (NIWUKRIN

k, =S, xd, =99.819%x 0.510% = 0.50%%

N'D NIV NIYD 9102 NITYT? NY721WN NINANOoNN

S, =1—d, =100% — 0.510% = 99.490%

X' N"MYN NMivn 9ioa NITIY? N'INIMN NNANOoNN

f, = (1_ kl)>< (1_ kz)
= (100% - 0.181%)x (100% — 0.510%) = 99.310%
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6 Nn'> 723N [INN9

2 -1 1 01w |1IY1'9 NI7TN? NNAVXAN NINANOoNN ,)D'97
NP7 NAYINN

C, =k, +k, = 0.181% + 0.509% = 0.690%

1'O17'N7 IN *

C,=1-f, =1-99.310% = 0.690%

nMNanoen

n1avxn
ni'rmy

nimwy

nMnanon

navyn
ni'rny
jle

(onw) ar

99.619%

0.181%

1

NIMAnon
n"nin
niTwy

nManon
nanim
ni'rny
alls]

(onw) nr

99.310%

0.690%

99.619%

0.181%

1

NManon
N
niTwy

nMnanen
n'ne
nirt
[lre

(ouw) nr

98.383%

1.617%

99.310%

0.509%

99.619%

0.181%

1

96.979%

3.021%

98.383%

0.927%

99 490%

0.510%

95.085%

4.915%

N P | G | k3

96.979%

1.404%

99.067%

0.933%

95.085%

1.894%

oOn P | cd | K3

98.573%

1.427%

98.047%

1.8953%

on B | Cd | K3
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(Average Intensity) nyxinn n'anin ninanon

DA NIXT1 IV NI7TNY (Conditional) nianin nirmanon
N100 "IY'Y IN (Default Intensities) |IV1'S NI?TN NINXIY
.(Hazard Rate)

IV NI7TN? (Cumulative) NNavx¥nn NNaNoNn D [N1'na e
NnINnimnN nNanonn ' ,0.756% N 7 mw qio TV
NP7 AWIND 7 NMIYW Q10 TY [IV1'S NI7TNT NyXIinnn
— 1

k, = - n[1-C,|= —%x In[1-0.756%| = 0.108%

C,=1- e[—E7><7] —1_ @l-01087] _ 3 755, noT e
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(Law of Total Probability) nn'7un ninanonn nnoil

60% -1 02 40% :FRM -n N1'N2 NYXQNN DAY NND] e
N1M'7070 50% -1 017570 20% ,0'vn

N'N/RINY NINANONN ‘NN ,NNDNN N/|NQ2 'RIpXa DN °
?2NY/|17DD
20% x 40% + 50% x 60% = 38%

NN ?7NYR ITY DNANoNN 'nn N7 X/KIn n/jny ox
7721 NTY NINANoNN

50%x60% _ 30% _ o

38% = 38%
- 20%x40% 8%
38% 38%
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(Law of Total Probability) nn'7un ninanonn nnoil

(niima o) npitn B,...,B, < Q i e

UBi:Q B "B =¢ Vi # |

1=1

TR VAIKN A e

n

P(A) = Z P(A/ B )XP(Bi )

1=1
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(Law of Total Probability) nn'7un ninanonn nnoil

NI'NANOoN D'RII 1IN P(Bl), P(BZ), P(Bn) NI'NANOoNY

(N'¥NII91'X 1199) NIMIMONX

DRI X P(Bl/A), P(BZ/A), P(Bn/A) NI'NANOoNY
(N'¥NII91'X INN) NIMIMVOIS NIFNANOoN

P(ANB,)
P(Bl/A) = P(A)
P(Bl/A) _ nP(A/ Bl)x P(Bl) 2790N NNOI

Z P(A/B )x P(B,) :nn7wn nnanonn nnon
=1
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(Law of Total Probability) nn'7wn ninanonn nnoil

.DN7 "7 nndn 3 7yona e

>'no| B, B, B,
100% | 50% | 30% | 20% | mnIx'n
16% | 1% | 5% | 10% PRI

?9NY 0N? 727 nNanonNn 'nn - °
1% x 50% + 5% x 30% +10%x 20% = 0.5% +1.5% + 2% = 4%

P(B,)=50% P(A/B,)=1% P(A/B)xP(B,)=05% P(B,)=30%

P(A/B,)=5% P(A/B,)xP(B,)=15% P(B,)=20% P(A/B,)=10%

P(AB,)xP(B,)=2  P(A)=Y P(/B )x P(B)= 4%
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(Law of Total Probability) nn'7wn ninanonn nnoil

7Y D0 NYW TR QYW DN7 1727 DX ,ynwun e
(2%/4% = 50%) B, n1d>na YxI' on7nw 50% .1
(1.5%/4% = 37.5%) B, nibna wxiI' on7nw 37.5% .2
(0.5%/4% = 12.5%) B, midna xIr on7nw 12.5% .3

B, N1Dnn 0ON% X'XINT '1D'0N L, (N'¥NII9I'X 1197) NMIIMODX  °
(pm1) 20% NiIn

DN70 D VIT'Y 79Un ,nnion N9’ TNK?) NNIMLoIS °
50% XIn B; Ni1dAN DN7 X'XIN7 '1D'0N (9N RN N7ApY
(2%/4% = 50%)
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7 nD 7N

N"IMOXN ,FRM -0 N1'N2 NY¥ANn DY nnd1 °
D'Xj7'00'VLO 20% ,(n'7021n 20% DdInn) 017070 70%
60% nd>Iinn) o'x?'mo 10% ,(n"702ImMm 25% ndinn)
(D"702In

7?7021 N1 'RIPRA NINA7 NMIMOSKRN NNANoNN ‘NN

70210 N2 'XIPNQ NINAT7 NIMIMLoISN NINANOoNN [N .2
NIN 117N2Y [N2INY N'¥YNII9I'RN [NI'NA
PN T'9/'R'00'VLO/| 7DD
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/_Nn'2 7270 (1NN

702m n/jn21 '’x1Exa N L1

P(bvam) = 70% x 20% + 20% x 25% + 10% x 60%
= 14% + 5% + 6% = 25%

2702 XIN [N2INY N'¥NII9Y'RT NIMIMUVOIS NI'Nanonn .2

P(5pam/ 15353) = 2—2 = 56%

P(5vam/ 87000000 ) = 2—55 = 20%

P(bvamm/ 78 ) = 2% = 24%
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Bayes nnoin

A): nP(A/Bk)X P(Bk) vk =12
;P(NBi)X P(Bi)

P(B, /



Bayes nnoin

NI'NANOoN 7¥ VO [IDTV? NWNwn Bayes NNoN
UTN VTN 7¢ NYan7 naiana ,[ina YIIRA Ay ,NIMIMOKX
D1MIMVO0IS NI'NANOoNT [291N7 D DXV

N'7070 NNMX7?7 NNANONN 'NN NIXN7? DY IX OX ,XNAIT?
TR N (7am 1op'TarRd) 100 X'n T na'na pwna
‘NNQDN ANNYNY WUNnv)

_ PU/G)
PIG/U)= P(U/G)x P(G)+ P(U/R)x P(R)X PG) TWUND
1'7070 nnmy? nnanonn = P(G)
29Y7 M N7 nnmyx? nn'2wunn ninanonn = P(R)
N7y 100 X"n TTAw ninanonn = P(U)
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8 nn» 7N

:D'CRO 350 namn nNn"ion 0121D'0 7010 N"OIDIX]

DWTI' PR 50 71 DDINnI 0"71Y9N 01'o 71 07N 200 .1
.D'YIYy DN NN

NN D'YWTI DX 60 70 DDINNI'RIYWR 121D'0 71 07 150 .2
.D'YIY DN

7010 DA CRO -nw niNanonn '‘nn ,'Xj7Ra CRO nwao .X
?NYIV XIN NN VTP DA 0"719N 011D'0

D"21>'0 7nIn CRO -n¥ NnNanonn 'nn ,'XpXa CRO nwas A
?NYIV XIN NN YT XINW VIT' OX ,0"71V9N

XINn N YT CRO -nw nINANonn 'nn ,'RpPNd CRO nwao .a
?70"71V9N D1ID'0 701N XINY YIT OX ,NVIY
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8 Nn'> 7an jNno

1Y 112'0 7N = A -1 D"71IY9N D112'0 7N = A:Ta) N

AYIYV RKIN MAYM 17 'N= B -Inwiy XIin nm yTi' = B

P(A)= 2% _ 057 P(R)-1-057=043=12
200+150 | 350
P(B):6O+50_031 P(B)=1-0.31= 0.69 = 222
350 350
50 _ 150
P(B/A)= =025 P(B/A)= 2 =0.75
—\_ 60 _,—\_ 90
P(B/A)=—-=04 P(B/A = 0.6
(B/A)= 1= (B/A)="s

P(BA)= P(Bn A)= P(B/A)x P(A)= 0.57 x 0.25 = 0.14
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O nnoH 7an

Pre-default D1'n Nn"ion N1'TN NIMNAYN NNANNNn 20% o
2NN DAN'T N0 7V

"N Pre-default N2'n Nn"ion N"A'Y NN2NY N1'\N
'NAWN AN'T NTNIN7 D'00'0VO0 D'7TIN NIXXINY NINANOoNN
,Chesser ,Altman :|12d) [IV'S NI7TNT7 NNANON IX/I
.99% N'n (CCC) Yma an an'T 7y 1wyt (‘nlt KMV ,Merton
NID'N NI7VA 'NY NIMIRNN nnannn 2% 11y noa,p 1md
AN'T? D'27TMN NIRXIN ,NNIAAa (Credit Worthiness) 'RIWX
N2 2N an'T 2y nvaaxn (Synthetic Credit Rating) 'ova1'o

N1'N NNTIoON NI NNANY NNANONN D OX 'NN- @
NIY'ax¥N 0"YO'VLVON D'7TIMN NINXINY |N1'N2 Pre-default
2?7171 21N AN T 7V
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9 An 72n jNno

'NIAWN NIPD'X OY NNan = A ,Pre-default nnan = A 2T
AN'T 7V NIY'AxYN 0"00'VLON D'7TIMN NIXXIN =B ;nNnIna
7V NIY'AXN D"VO'VLON D'7TINN NIXRXIN = B -1 M1 1IN

1M X7 2N an'T

P(A)=0.2, P(B/A)=099, P(B/A)=002 P(A/B)=
A/B) = P(An B) P(Bn A)

(
WB)=—pE) 0
P(B) —
(®)
(

T
o

= P(B/A) = = P(Bn A)= P(B/A)x P(A)

P(B/ A)x P(A)+ P(B/A)x P(A)

P(Bn A)+P(BnA)= P(B)
P(B)=0.99x0.2+0.02x 0.8 = 0.21
- P(AnB) _P(BnA) _P(B/A)xP(A) 0.99x0.2

P(B) PB)  P(B) 021

P

2
W

=0.93
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(Independent Events) D'"17n 'N72 NIVIIXN

ON ,0"17N 'N72 NIWAINA D1'N B -1 A D XY ,NM'O'RIVI'N @

P(Q(E)B) = P(A/B)= P(A/B)= P(A)= P(An B)= P(A)x P(B)
n L(H,T) jam vaoni (1,2,3,4,5) naam naip 7101 e
?"yv" -1 "1" 72p7 nnanonn
TN ,0"17N 'M72 NIYAINAD YAl NI e
1 1 1
PIH1l)=PH)xPll)=—x—=—
(H)= P(H)x P) = 2x = =
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JNIVn

DT NIVIIRA |27 07N "N nivIRn 12 722727 PR
,A7 X7 NIV AW TX ,NP DNN TNX OX ,07 NIVIINN2

DN DT NIVIIRA -QINAKR? .N07NIM NN DN W D7

P(A),P(B)> Onai 0*a7 B -1 A DX .NT2 AT 017N N2
TR
P(AnB)=0= P(A)x P(B)

A'N'OX .DNNX NVIIRNM DN 'M7A TNN ¢ -1 Q .2
ANMANT O MM Q-1A'TX Q-1 72In

P(A)=P(AnQ)=P(A)x P(Q)= P(A)x1= P(A)
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JNIVn

I N o
N
S
]
vy T+
<
J
S
o
Y|

DA D"P7 )X DWAIKN N 72W NN 'R 4

PéA = P(A )x P(A,))x...x P(A)
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P(ANB)=P(A)x P(B) niyIIxn 3 9w Nitn X .5
P(ANC)=P(A)xP(C)

P(BNC)=P(B)xP(C)

P(AnBNC)=P(A)x P(B)x P(C)

DYWL NITN 'RY NONIX NNDN2 X7 NIRAITA NI7N R NI
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10 Dn»D 7270

NITX NNXE AP INX NI 2 0'7'on e
2 IN 17y n791 nnITRN nmapn = P(A) e
5 I8 3 7y n7o1m npin'n nmalpn = P(B) e
12 1x 11 ,4 xin nIRXINN D00 = P(C)

NNITNN NN 7W X' NYIRNYN NN90N VIINN 701
PN NN 7Y XD NNt NNoonl

?n1aTa 017N 01’k C -1 B ,A nivaixknn oxn .1
?(nw7w1) TN' 017N DI'R C -1 B ,A niyaIXnn RN .2
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10 AnD 71230 j1Nno

A=1(11).(12)...,(16).(21).(2.2).... (2.6); = P(A) =

B = {(13).(23)....(6,3),(15),(25).....(65)} = P(B

C - {13)(2.2).(31),(66) (65)(66)} = P(C) - =




10 AnD 7270 j1Nno

P(ANB)= = P(A)x P(B) 1

DN M2ANwIRN DN B-1AD N7 o

P(ANC)= 2 =2 x= = P(A)x P(C)

X

O |
il
Wl =
Wl =

DM N7 NN DN C-1AD 7y o

P(BNC)= =2 x= = P(B)x P(C)

DM N7 nNwINN DN C-1B D7y

AT D70 'M72 0N DIAIRAN 70 D197 o
1 111 2
PIANBNC)=—==-x=—x==P(A)xP|B)x P(C '
(ANBAC)= - # 2xZx< = P(A)xP(B)x P(C)
N'¥7219 X'N C - X'N N2'0N) nWWA DYTN NIVIINAN 7D e
QYN MY T DY — 1019 1IYY NNIMY NIfdT '](_I'n'], B -1A LHU



(n1771 5-10) N709ON



NXX0000 1111

NIYIINA 7¢ NN
(N1 5-10) NjpooSn

NI'NANOoN
(N1 5-10) NjpooSn

D' /N D'INYN
(N1 5-10) NjpooSn
NITTA NI'MA7ONN
NN'an
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D'"Nn D'INYN .3

(Random Variables)




(Univariate Random Variable) 'Tn'n Tn "7n nanvn

(N2 =G ,2=B) 0717 3 N2 nN5wn |11dN :1 101 e

Q = {BBB, BBG,BGB,GBB,GGB,GBG, BGG ,GGG |

.NNOYNI NIIAN 190N X' TA) e

?(X=2) Nnn5wna nina 2 -7 nNanonn 'nn

P(A)=38

(X=2) ?7nNdwna nina 2 -7 NiNSn 727 NiNANOoNN 'nn

P(c)- 48

(X<1) ?7nNdwnd NNX NA7 NN 727 NNANoNN 'nn

P(D)-48

7V — DINN2A AN 727 N Tann D19 XD 172 nwyn?
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(Univariate Random Variable) 'Tn'm Tn "p7n nanvn

D'212'0 NINY/NDIYNA X ,F(X): y-7 n'onnnn 070 X e
.X(a)): WY 990 -2 D'YNNYUN IR (NMIRIVEX N'TVI7])

TV 7227 70 X 'TX ,NNOWN] NIIAN 150N = X OX 7wnY o
X(GBB)=1

NINYN QNI ,'ynnn Y'Y DATAN 2NTNN DZNYN Yyl °
110"2N 7Y NRXIN 707 'wnn 19010 0'RNNN "pn

\
]

K o% 2 % x |0 1|2]| 3
NI
om0 WG G6R &6 |Py(x)|1/8)3/8]3/8]| 1/8
W) | i ' |
(7 MR GRG

&Ry BLG
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(Univariate Random Variable) 'Tn'm Tn "p7n nanvn

NN7¥N7 NNAnond P -1 (trails) NNI'0'an 190Nd n ' 1A °

NTTA
1172'PW D'YON N'901 0DMYS 4 N1aIN NAIR 170N 2 101 °
n=4, P=1/6 '6"
NI'901 MIYXRIN FRM N1'Na2 NIYNn 0910 17 3 'o" °
n=100, P=1/4 'D"21D1N D'YIN'IN 190N
'NMIIYNRIN DYDYV N7277 TV |aIn yaun N70n 4 1o
n=co, P=1/2 NIVIINND I01'X

Q={H,HT,TTH ,TTTH ,....}
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(Univariate Random Variable) 'Tn'm Tn "p7n nanvn

Q DA™ 2NN (W) NI 707 nn'knnn X(wW) NY19 e
X(w) 'wnn 150n

7¥ NNT0 725 ((discrete) TTTA TA™M TN N NINWN e

NIYXNAN] N1'907 NINY ,M7) N'IN N2 IX N'OI0 0D
(n1yaxxn

7w q¥1 73 (continuous) '¥Y "TA™M TN NN NINWN °
,NAIA ,NII0I9NL AT ,7wUNn%) DT TN7 NN '9101'X 0DV
("1 7pwn

VAIRND DN PN NINYN W Y 7D e
P(X <1)=P(X =0u X =1)= P(X =0)+ P(X =1)
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(Probability Function) ninanon n'"x;7119

7)) X T'TA 'TM TN PN NINYN 7Y NNANO0ONN NUYNID °
wnn (D1lon W M) x 27 ,(MpPnn nanwnn

P=PX =0,
0< P, (x)<1 1
> P(x)=1 .2

D7pPNn NnAR'T .3

mass IN pf- probability function) ninanonn n"yj71o e
'YX PN NINwnYy nnanonn NX n'Tan (function
X ,0'10Nn V7 nliv
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(Binomial Coefficient) 'n13'2n DT7NN

DMA'N N )INNINAY7 NY r 7T71Ian NIFR7NN NIXIAPZN 190N
N'77 NXIQpP2 0DNA'RN 7Y NYOINN 1TO?7 NIA'YWN 'R TWNKRD
NTNN

N'77 DITO X70 0D'MATAN 'ON 11'N MI'an DTPAN I

(pj ) r!(nn!_ ) halnh

A 'D'WIN 4 -n 1IX'7 NIV NIY7YUN 150N
I

j— 4. j— 4

(3) 3(4-3)

. . 'D'WIXR 5 -n 1IX"7 N NIAITA 190N
( j 2y 0 Ol=1 Tmir

2) " 2(B-2)
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(Probability Function) ninanon n'"x;7119

7¥ NOIPN7 NIV NI0'719 8 -n 2d1IN D*IoN DN NIV'A P'N °
.01vw 10

.0'W1 7w N10'7219 5 -1 0M22 7w NI0719 3 *

N10'"719 4 7w DA NP »

(pf) NNanonn N"¥7119 NX axN

?0'vwl ¥ N10'719 2 NN 757 NNy niNanonn 'nn
?0'v1 ¥ N10'719 3 NINSN 727 NN1IY NNANoNN 'Nn
(cdf) nNavx¥Nn NIA7ONNN N9 NIX AXN

D W N R

‘DATN] D'WIN 7W NI0OY7I9N 190N =X 1'T1) °

X =113).(2.2),(31).(4,0);

D"I7N "M 1Y DMYN — M9 Y7 DNmy NIt D



(Probability Function) ninanon n'"x;7119

8
n(Q)_£ j 70 :p2TNN 2NN D'VIYON NIYIIRAN 190N *

RN
T
on s s s
B R
WL

[ j 70 14
D"17N 'N'72 'Y DMNYNn - Mo Y7 nNmv Nt 7D




(Probability Function) ninanon n'"x;7119

NN'RNNN (pf) NNANONN NY'XYPIIO DX A'N) °

G | s :
M
!
|
A "
ST ; T
SR TR A

A -:}5-—

79 D"17N 'N'72 'Y DMNYNn - Mo Y7 nNmv Nt 7D



(Probability Function) ninanon n'"x;7119

NN'RNNN (pf) NNANONN NY'XYPIIO DX A'N) °

X 1 2 3 4
P, (x) 1/14 6/14 6/14 1/14
?0'w1 7Y NI10'719 2 NI D7 NNy nNanonn '‘nn - e
1 6 1
P(X <2)=P(X = P(X =2
(X 2)= P(X = 1)+ P(X = 2)= =+ ==~
?20'v1 7w N10'719 3 NINSN 727 NN1IY NINANoONN 'nNn- @
1 6 1

P(X >3)=P(X =3)+ P(X =4)= TREVRE:
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NI20XNN NIA7O9NNN N''X7119
(Cumulative Distribution Function)

TA'™M TN PN NINYN 7Y NNAVXAN NIA7ONNAN NYY79 °
ynn x 727 X TT1a

Fy (X)=P(X < x)

NNPN °

.0 -7 (&) noxiv nxj19on (-o=) o'k on'ma .1

1 -7 (€) noXIvw n'¥119N (+2°0) QI01'X 01791 .2

F. (a) <F, (b) 'ON -IMKY DT K7 DI0Am AN L3

P(x<a)< P(x<b)

NIATA NNe 4
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NI20XNN NIA7O9NNN N''X7119
(Cumulative Distribution Function)

cdf- cumulative distribution ) n1avV¥NN NIAZONNN NY'¥IIO
727" X "N nINwnY nNanonn NX n'T1an (function
X ,0'10N W7 NIY IX |V YUK WY

N'"¥;7119 NX (pf) NNanonn N'¥19n 72777 [N :NvL
9'N71,(cdf) navxynn na7onnn

‘NTANN 'S 7V N11D] NIYLN

Fy(t)=P(X <t)=> Py (x)

X<t 191 DA 19'Nn
lim Fy (x—¢g) )
Px(x): Fx(x)_ g_>(>;+ = Fx(x)_ Fx(x )
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N2A0XNN NIA7ONNN N'"X;7119
(Cumulative Distribution Function)
N'RNNN (cdf) NNaVXYNN NIATONNN NYYZIIO NN A'Y] °

) 4 # e
.- W
M |
| ®) L <) 1
: b
T 1I 51‘:- =
Ry B =R B
. QX< 1
- - |
; L _
[ = 2N |
| ! 1| [
|I A e A | | ; |
1'* - e iH | 1 1 i i e
N g | 2 a 4 x
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(Measures of Central Tendency) Nn'r21n N'V1 'T1TN

'2Y 7D DO ((arithmetic average) 11AwN/'UNN"MIX YXINN
# -2 771NN ,N'0170IX/DATN] (observations) NI'9¥XNN
N1'oxnn (W1son)

Q1Y'N? wnwn (geometric average) '0TIN/MUNIX'A yXINN

NIY'Y NT'TNT IX NISIZN 190N 19 7V NYpwn NIXKIYN
.(CAGR- Compound Annual Growth Rate) n'ad>1Im nnmy

YUNINNnY N ((mode) NOW N7NIN 11AY 2IY'NN
.0"IN1 NXIQP2 NI NNIRAN NINDY/NNTNA

DN NXIAp ¥ (midpoint) y¥xnXkn NI ((median) [1I'¥n
TI' IX (ascending) N71Yy 1 TO2 D'TION DRININ TWKD
.(descending)
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X T1TT1arm™mmnTn n'n Yy nninn

IN NIA79NNN 7w 12N ™1 NN (Expected Value) n7ninn e
NIXXINN 7¥ (weighted average) 77piwnn yxinnn
DN NI7PWNN UKD 7 NINYN 7¢ NIMWOKNN
AYUNIN' DX NIRXINNY NI'NANO0NN

1R 190N
D'IN2) 5 3
80 2 E(X)_SOXE+90XE
90 3 4 1
75 4| +7/5x—+100x — =83
100 1 10 10
10
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X T1TT1ar™mm Tn n'n v nninn

E(X) =) x-P, (x):"v nnami E(X) -2 nanion n7ninn

X X7 o g(X) 'nni X n'n pm e
E(X)=0« x=X X -1 0| 1
Pu(x) | 1/3| 1/3| 1/3

2 2
E(Y):§<—y:x X2 -1 0| 1
P(y=-1)=P(X2=-1)=0 Py (x) o 1/3| 2/3
o ri oo
P(y=1)=P(X2=1)= P(X =1)+ P(X = _1):%+%:§
E[g(X)]zzx g(X )P, (x)= E(xz):XZ:1x2F>X (x):—12><%+ o%%%%%;%
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n7ninn nndN

.1 nnanona TN )W 7apnw n'n XN (constant) viap e

Fla)=a X al| MINX
E(aX )= aE(X)

E(aX +b)=aE(X)+b Px(x) 1/2 1/2
E(ax +b)= 3 (ax+ b)Py () = T ax- P () + 2 b- Py (x)

—aZx P, ( )+Zb P, (x)=aE(x)+b

E(X, + X, +..+ X )= E(X,)+ E(X,)+..+ E(X,)= Ei X, = Z E(X,)

i=1

E(X+Y)=E(X)£E(Y)=Y -1 X %5
E(X-Y)=E(X)-E(Y)= 27 n%2 27 Y =1 X o8 p7 W
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X T2 T'n TN n'n Y niwn

(dispersion) T'9n NTNM7 TN Npoon (Variance) nniwn
.(mean) N7NINN 2'20 NN NINWNN DY Y

u = E(X) no10 nynin 7va X n"n nm

X Xx-U | Pyx) | (x-p)?
0 -3/4 2/4 9/16
1 1/4 1/4 1/16
2 5/4 1/4 25/16

OSN NIIY N7NINNN NI'VoN 7¥ 77pIunn yximnn
E(X —u)=0
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X T2 T'n TN n'n Y niwn

N |2 72VI N7NINNN NIroon/n'7NNn AT NNIX [*IyNY NN ¢
Dy TIAY7? nwp 72X ,(absolute value) V7nIM 7Y DY TIAVY

DI'0on/D'PNNnn 'Wian oy DFTAIY 1INIX 371 07NN W

V(X)921125144
164164164

= E|[(X - u)]= Z(X 1) Py (x)
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X T'72'TA'n TN Nn'Nn 7V ;7NN N'"0O

'VIAN WIYWN N2 (standard deviation) [7nin noo e
DNIvN v (arnn)
Ox = \/V (X )

V(X)=E(X?)-u® = E(x?)- E*(X)

o=t (3] s

V(X)=E|(X - u)|= E(X?)- EQux )+ E(u?)
E(X2)-2uE(X )+ u2 = E(X2)=2u p+pu’ =
E(X?)- u? =E(X?)-E?(X)

D"I7N "M 1Y DMYN — M9 Y7 DNmy NIt D



NIIYn Nilidn

(X)=2(X—u)sz(x)20

(a)=0

(ax ) = El(ax —au)?|= Ela(x - u)?]= a? - E|[(X - n)?|= a2 -v(x)
(

aX +b)= E[((aX +b)- (au + b)) ] Ela®(X - u)?]= a% v(x)
IN 090 °n72 07 X e, X,, X, 0

X+ X, 4.+ X, )=V(X,)+V(X,)+...+V(X va _Zv

+V(Y)= o0 052 o7 Y =) X ok p7 7N
+V(Y)£2COV (X,Y)= o050 07 Y =1 X oN8
+bV(Y)= 250 nba o7 Y =1 X o8 p7 N

+ b2V (Y)£2abCOV (X,Y)= o o7 Y —1 X o
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11 an»D 722700

16 7w niiwi 12 7w n7nim 7ya pn nanwn X e

TNN 722y 7Y [PNn D001 NNRIYA ,N7NINN DX QWN e
'D'N2N DNPNNN

y=-X-5 .1
y=10X .2
y=5X+3 .3

D"I7N "M 1Y DMYN — M9 Y7 DNmy NIt D



11 AnD 7230 j1Nno

E(X)=12 V(X)=16 1
E(y)=E(- X -5)=-E(X)-5=-12-5=-17
V(y)=V(- X -5)= (-1?V(X)=V(X)=16 o, = V() =16=4

2
E(y)= E(10X)=10E(X)=10-12=120
V(y)=V(10X)=10"V(X)=100-16=160Q o, =,V (y) =/1600=40
E(y)= E(5X +3)=5E(X)+3=5-12+3=63 >
V(y)=V(5X +3)=5°V(X) = 25.16=400Q o, =V(y) =+/400= 20
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(n1771 5-10) N709ON



NXX0000 1111

NIVIINND 7Y NN2A7N
(N1 5-10) NjpooSn
NI'N2NoN

(N1 5-10) NjpooSn
D' 7N D'INWN
(N1 5-10) NjpooSn

NIT T NI'MA79NN

nn'an
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NIT'TA NI'LA7oNN 4

(Discrete Distributions)

-




(Distributions) NnI'iA'7onn

0"10" NYAOX NI' OTIN NAXN °

NN 150N7 NHY X AWUNXD ,NIY91 3 N2 nNOSWNn 11ON .1
NNOYN2

"6" -n o0n7 nw X 21wKD ,0My9 4 nalp non 2
172NNy

190n7 DY X YWUND . MIYNXIN FRM -0 N1'na 0910 17! .3
(n17xw 100 71mn) D1pIn 0'wINan

TV NNRI'0'IN 190Nn7 NIIY X TWND ,|AIn yaun Nn70n 4 101 4
(7715) MIwKXN DY921 YV NP7

OIY 0DM0NTS OV NVOIN NNINA AT nYy
107 1= 1234 mmoy7 won n. = 3410000 n772 772%77 1720077 P o=

I7

ol S

DN
N[ @

N | =
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NT'TA DT'NX NIA79NN
(Discrete Uniform Distribution)

,T'NX NIA79NN 2N1A DA MR NT'TAN NT'ARN NIA79NNN
' VINZXR 7071 D'VINTX N 7w DXIAP W' IT NIA79NNT TWUKD

JNANO0NN NNIR NX

D'UINTZRN X NO'¥IN NT'NXRN NIAZONNT? MY IT NIATONN
N71 D'T'T2 ,0N [D DNWD ,AT'TAN NT'NARN NIA79NNN v
(omin nann X71 omin M) 09

DIN'IMN |'2 07912 DDYA 7D ATTA NT'NX NIA79NN]
.NNT NNoa o'wnnni (7%210) nmtoani

‘0D"0'0] O'NIN NWITYW W' AT'AXN NIx7oNnY

.NINYN N'RIEVIAR XIN "Mamn)wwn L
NINYN 'RIEVIAR XIN "M'opnin N .2
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NT'T2 DT'NX NIA79NN
(Discrete Uniform Distribution)
D'wnnn (7710) nm'omni DIM2'MAN A 0DIwWwn 7D .3
.NNT NN'02
D"0N9N 0N (Min) "amn il (Max) ‘'opnn wn e
DA79NNN 70 NX DNTanN DFT'NN

e To e ] ey 100 Vinaur 124
Vo 11 6 Wagerire 210 Wanimym: 2
f_,-f" L~ /’f’
M 100 o s AN A
Mairsss 70 e F i ity ____-f"({{-;-
" .--'._f - . w24 X J--__ >
- e
- - '--- - Y 17y
._-'--l _-'..- -_f-' F e
..-""-J .-"'-' ____-""--_l . ’
_.-""f " ._.-""
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NT'TA DT'NX NIA79NN
(Discrete Uniform Distribution)

NINANO0N 727NV "N NINYN NIXNN NT'NX NIA79NN
77122 |0 D'V NIX'OPN TWND LI7W D'DVN 7D NN NIY

TNN
X ~ U[M, N o yopa Tnx (distributed) 2719n X or

M =597 7w7 N = 50007 7W7

JTN
A 1 '
WED={ R [ b bl
o, O e DN
N+ M (N-M +1)° -1
()= "M v ()= M
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13 hn»D 7270

N1'N NN NI 7Y NNK D700 N72PNNN ARXINN D VIT
[1,6] 120 yopa TTA T'NX A71900 PN NINWn

PNN NINYNN 7Y [PRN NT0O0I NRIYA ,N7NIMN DX QYN ©
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13 AnmnD 7:2n j1NNo

N1'N NN NI 7Y NNK D700 N72PNNN ARXINN D VIT
[1,6] 120 yopa TTA T'NX A71900 PN NINWn

PNN NINYNN 7Y [PRN NT0O0I NRIYA ,N7NIMN DX QYN ©

X ~U[1,6]
E(X )= N + M :6+1:35
2 2
2 2
V(X):(N—M +1)° -1 (6-1+1) -1_35_,,,
12 12 12

o, = /V(X)=+/2.92 =171
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(Bernoulli or Yes/No Distribution) '71372 NiA79nn

,7WUNY) NIRXIN MY DY NT'TA NIAT9NN X' 21002 NIA79NN
(1 X O ,p72wD IX NNTXN ,'IND IN YV

DY N'MI'AN NIA79NNN 7Y '019 NN XN Y7100 NIA79NN
(ni¥7mr'o Nyt simulate) yI'm'o? nwnwn X'Al TNX 110"
J7wD/NN%¥N IR X710 2100 0NN

AN NIIM NNNX NMA79NNT7 0'0) NYwNWwN IT NIA79NN

NIQX 190N 0OY X 71102 NIA79NN AIT (NN NIA79NNN
NN7¥N7 NNANONN DX NAYNnn ,N1I'01 n )0 7w NI’

TNI111'0'N 190N 1O NN

190N DY X 71272 NIATONN 'AIT DNMVNAIR'AN NIA79NNN
NNI7Y'DN 150N NX NAYNNN ,NII'0Y n YO 7W TNI' NIAA

(7710) nuIwXRIN NN7xN7 TV WwNTN
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(Bernoulli or Yes/No Distribution) '71372 NiA79nn

DY X '71272 NIATONA NIT N'7'7WN NN NiRonnn e
190N NX NAYNNN ,N1I'01 n )0 7¥ JNI' NI2A 190N
(7712) r -n AN7¥N7 TV wNTh NIPwHN

12 7VI TAX 101 71 W' '21002 NIA?ONNA D |'¥7 a1wn e

| __ 1IN O X' DXRYINN

-::.'-__':-.:_'-_'"‘;-:;
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(Bernoulli or Yes/No Distribution) '71372 NiA79nn

NIMYOX NIXXIN 2 -Nn NNXA D'NON7 712! *71102 '101)
NINANONNI p X'N NN7¥N7 NNANONN .|I7WUD IX NN7¥N

.q = (1-p) X'n p2wD°

X ~ Ber(1,p) P 10NID DV 713712 27191 X DX
vz forx =1

or

P(n)=p* (- p)™

Mean = p

Standard Deviation = \fpl,il - P)

L 2P - 6p° —6p+1
[ (1 Excess Kurtosis =
vp(l—p) (- p)

Skevwness =
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14 hnD 7270

NN"ION NNAN Y |1V NIZTNT? Nyan 7¥ QXN D VIT
.0.12 q2un1o Dy "7 A719n

IV NN N'™7271wn NNANoNN v 17NN NT'VO NN QYN
I I
112NN I7'U
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14 An'D 7270 1N

NN"ION NNAN Y |1V NIZTNT? NYaAN 7 QXN D YIT' e
.0.12 q2un1o Dy "7 A719n

V'O NN N'™721wn NNANoNN v 17NN NY'VO NN VYN @
I I
112NN I7'U

X ~Ber(l,p=0.12)
oy =+/pl-p)=4/0.12(1-0.12) = 0.34%
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(Binomial Distribution) n'nia'a nia7onn

VIINAY D'MYON 190N NN NIXRNN NN NIA79NNN
190N 7wUn? N0 7w yiap 150n Jinn i 0'ion

IN yaun ni7on 10 Jimn "yy" aRXINN n72pnny 0myosn
.NN1IY D'V 50 NN 0'MIA9N D'VMI9N 190N

'D''0'0] D'NIN NYIZY YWU' N'I'aN NIA7ONNY
DT NIVIINA [NY NIMYON NIRXIN MY 71 W' 101 707

1022 MIPZY NN ,ynvn ,NTa N7 0"17N 'N72 D2'N 0"I0"N
IYUN 110N 7Y Y'own X7 [IURIN

210"1 101 72 112V NYIAZ DOXYI V'R DNP7 NINANoNN
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(Binomial Distribution) n'nia'a nia7onn

D'VNI5N 0N (n) NNrroan 1soni (p) NN?¥n%? nNanonn
DIA79NNN 70 NIX DY'TanN D'T'N'D

.D"2I'N DY 21 7277 7101 ,X -2 jnion NINXNn 190N
.1 -7 0 a2 nva (p) NN7x¥n7 nNanonn D |''x7 a1wN

7k
o

-
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(Binomial Distribution) n'nia'a nia7onn

n v ATO0A "NIN?XN"N 190N NN NY9I0 N'ni'an NiIa7onn
N'2¥N7 p -7 NUYN yiIap '1N'o oy ,0"7N 'N72 71212 1101

101 702

X ~ Bin (n, p) P -1 N D'VNID DY N'MI A719N X DN
| "1

Plx) = & p*A=p)"™ forn>0:x=0,12,..nmand0< p <1 TR

x1(n — x)!
Mean = np
Standard Deviation = np(1- p)

1-2p

Skewness =

-H,-";Hp{l - p)
6p° —6p+1
np(l—p)

Excess Kurtosis =
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15 nan»oD 720

'‘NNIN? M21ivyn TIa'kN 7w (Exam Part 1) niiwXIN n2'Nan
"0"012'9 01I1D'0 7nIN" N'MIN71'AN ndnon? (GARP) n1i>'o
.11 NiIdN N7y 100 -n nadm (FRM®)

77 UKD ,(d -1 ¢ ,b ,a) NIMwoX NAIYN 4 ¢ NIRY 705
DAY AINWN 701 N2 [N NNX

AT 17 I'NI NI'NX,N1'NA7 NWA7 "avn 71Ta 722 7w CRO
NTINNA YNNWYN7 TN XIN N1'NA7 N'2'¥Y NN ADNNY
NXT 7221 (¢ NAIYNN NX NIZRYN 701 |no7 ,"M7) "nah0"

Nwvwa?

27190 FRM -0 N1'N22 D'N7XIMN D'YINYIN 190N D VIT ON
-n 7¢ nNanonn 'nn L,p=0.25 -1 n=100 D"YVNI5N DY 'MNA
?n1'n2a Ni7xY 70 1121 wm7? CRO

D"I7N "M 1Y DMYN — M9 Y7 DNmy NIt D



15 anD 71230 j1Nno

X ~ Bin(n =100,p = 0.25)

(njpx(l— p)" = (nn'_ - p*(1-p)"”

P(X = x) ) =

100 70 100-70 100 70 30
P(X =70)= 0.25) "(1-0.25 = 0.25) "(0.75
(x=70)= 70”0291 025/ - 0% (0:25)°(075)

= 0.0000000 000000000 003763« = 0.0000000 OOO000000 37634y
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(Geometric Distribution) N"ONIXN'A NIA79NN

NP7 TV NII'0"IN 190N NX NIXRNN NMLVNIR'AN NIA7ONNN °
NN 11107 YNTIY D'YON 1901 ,7WUNn?) NIIWRIN NN7¥NN
.(NdnIw TV nLV7INN 7272

'D"'0'0] O'NIN NYI7Y W' NNVNIN'AN NIA7ONNT7 °

Viap 'k nnroan von .1

(7712) nmwx N AN7xN7 TV 0OWN) nnroan .2

110"1 101 72 112y NVIAR DOXRWI AN7¥n7 nnanonn .3
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(Geometric Distribution) N"ONIXN'A NIA79NN

70 NN A'TANN TN 0NT9N X (p) NNPXN7 nNanonn e
1279000

.0"1I'n D'90N 1 727 71D'W X -2 [nion NRI'0'an 1von e

I vyl 3

HJ_. .
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(Geometric Distribution) N"ONIXN'A NIA79NN

Y'Y Ya1d ,0"7N M7 71202 101 7w NOTOo D'yxan e
M UNIN'A 271900 PN NINWN -1INN? .0'p'o091n "nn7yn”
10N 7710 MIYNXY "NN7¥N"7 TV NI'oN 150N NX 1910
'N72 7172 10" DI'N NNIFON TWXD ,NN7XNN NN 1Y
p -7 DIYI YIAP '10" 702 N'7¥N7 '1D'oNl D" N

TIVI I'N N0 NN 117 DINIX 'N NIA75NN e
JNI'0"N 190N NN D721 1IX NNVNIN'AN NNANOoNAY

[IN2'TN 101N N1IDN2 MIMOXNN NMVAIR'AN NIATONNN °
NI 7 VAT NNIMN NNANoNn ,vnwn ,(memoryless)
00W N1 (7710) nawrY nn7x¥n? TV ninrro 10 -n
(nnm X70) N'7219N NNANONY? NiIlY 0'yS 7 'M7wN)
(7712) nmwxY NN%xN7 TV nnrroa 3 -n Nt Y7 wWNTY
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(Geometric Distribution) N"ONIXN'A NIA79NN

X -~ G(p) P NUNID DY MVNIXR'A A7190 X DX *
P(x)=p(-p)*" forO<p<landx=12...n ~™°
1
Mean =——1
P
- — 1—-p
Standard Deviation = z
B
i S
Skewness = - =
vi-p
*—6p+6
Excess Kurtosis = P i
l-p
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16 Dn»D 7270

7V 021122 12'TR7 VIo1? nu7nnl FRM -0 N1'Na DX NNAV N7

VIT'D 2'WN INNND) "NTIav? Atne 7'awa X 01on?! nan
FRM -0 na'na 2y nn7'wi nirn L(1"owa'R 7R 7 't oo

N190N 7V D"IM'NA 90O DX JNXY7 'tNn? nu7nn $400
(02112 MK 11d) N1 Nl NYvn NNy 4"

N7ap ") NIYRY AN7¥N7 TV NNI‘o'an 10n D |n1'na
'p=1/6 2VNI9N DY "VNIXNA A719n 77D (4" hDoN

TV nniroa (X<5) 5 anrrn 5% 77 iwnTw ninanonn nn
?MIYNIN 0Yol 4" nnvson Nn7apt

IWAT'Y NINANOoONN nn "4" X' X71 D'NY9 n701IN AN
nyol "4" P1oon N7ap7 TV nnirot (X<5) 5 nirn 707

?NMIYUNIN
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16 An' 723N j1NN9
- ot (3 (13- (3) ()

P(X <5)=P(X =1)+ P(X = 2)+ P(X =3)+ P(X = 4)+ P(X =5)

1 1-1 1 2-1
P(X :1):(% .(1—1) =0.17 P(X :1):(% -(1—1) =0.14
6 6 6 6
1 3-1 1 4-1
P(X =3)= (Ej -(1—% =0.12 P(X =4)= (Ej -(1—% =0.10
6 6 6 6
1 5-1
P(X =5)= (Ej -(1— 1) = 0.08
6 6
P(X <5)=0.17+0.14+ 0.12+ 0.10+ 0.08 = 0.60
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16 AnD 7270 (1NN

P(X <5/X>2)=1-P(X >5/X >2)=1-P(X >3)=P(X <3) .2
1172°7 70017 111202 D°WONEY
P(X <3)=P(X =1)+ P(X =2)+ P(X =3)=0.42
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N'7'7¢ N'NI'a NiIA7ONN
(Negative Binomial Distribution)

yiIap '1'o 0y ,0"7N 'N'71a 712721 10 7Y NNTOo D'vXan
90N "nN?xn"7 TV ,101 701 N'7¥N7 p -7 nnwn

NNI'0'IN 190N NIX 1910 '7'7¢W M A71900 PN NINWN
NN7X¥N N727 OV YWUKRD L7710 roon "nn7xn" n7ap7 1V
.17091 101N r 150N

NN7¥N N7annw TV Nrro 10 -n ANt WA 0OX ,7wnY
172NN DAIYXRIN NRroan 10 -aw mi7? m> nr,3 190n
DIN7¥N 2 AN 707

‘0D"0'0] O'XIN NVWIY v 'y nmint nix7onny

Viap 'K nnroanoon .1
(7715) r -0 NN%2x¥n% TV D'OWNI nnrroan .2
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N'7'7¢ N'NII'A NIA79NN
(Negative Binomial Distribution)
1017 1101 |'2 NYIAp NIXYWI NN7¥N? nnanonn .3

D'UNT9N 0N (r) NINTXNN 190n1 (p) NN7¥N7 NNANoONN °
N1IA79NNN 70 NN DTN DTN

.D"2I'n D'90N 1 727 71D'W X -2 [nion NRI‘0'an 1von e

! = o =y o
A" s = = e s e
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N'7'7¢ N'NII'2 NIATONN
(Negative Binomial Distribution)
r-1p 0NVNIS DY N'7'7¢ NI A7I9N X DX °
X ~ NB(r,p) TR e
(x+r-—1)!

P(X) =— p(l-p) torx=r.r+l....;and0< p <1
(r—1)!a!

r(l1-p)
P

Mean =

r(l-p)

P

Standard Deviation = \j

-—p
1:{?*(1 _p}

Skewness =

pz —-6p+6
r(l—p)
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Excess Kurtosis =



17 nnD 7270

712! GARP -w Tya GARP 7¢ '2'nn NTVIA N2NY '1D'ON
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NONRY  2°92777 Won = X

X—-1

X ~NB(r=2,p=02) x=123,.... P(X=x)= (r )

jpr(l— p)*’

DONvT T pap oominT won =Y
P(X >7)=P(Y <1)=P,(0)+ P, (1)
n

Y ~Bin(n=7,p=0.2) P(Yzy):(y

jpy(l— p)"”’
P ()= @ (02)" - (08"

P,(Y=0)= (Zj (0.2)°-(08)° =021

P, (Y =1)= @ (02)-(08) " = 037

P(X>7)=P(Y<1)=021+037 =058
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Flx) = forxand A >0
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Mean = A
Standard Deviation = \J A
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Skewness = ——
VW A
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Excess Kurtosis =
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X ~ Poiss(4 =2) x=01,....

et 2%e™?

20 -2
P(0) = —e?=0.14

21e‘2 »
P(1)= o 2e

2°e? >
P(2)= = 28

l-e?-2e?-2e?=1-5e7%=0.32
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Example: Mul:ip]iﬁatiun rule

Consider the Ifbllcrwiﬁg informarion:

b Pil) = 0.4, probability of the monetary authority increasing interest rates (I) is 40%.
* P(R|I)=0.7, probability of a recession (R) given an increase in interest rates is 70%.

What is P(RI), the joint probability of a recession @nd an increase in interest rates?
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: Emmpl-:. Joint PI‘DIJHIJI].‘IL’}’ for more dli..ll two independent events

What is the ';:r'é-l':-ai-::rilhfﬁf rolling three 45 in one simultaneous toss of three dice?
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E:u.rﬁplt: Discrete uniform distribution

D.:t:mum,- p{G], F{EL and P[l’. < J{ < 8) :Fur the dmcn:tc umfmm ::Iistnhuuun Funr;l:mn
d-:ﬁ ned as: C Ry

X = (2,4, 6,8, 10}, p(x) =0.2
Answer:
p(6) = 0.2, since p(x) = 0.2 for :I.ﬁ x.'F(6) = (X < < E] =np{x) = 3(0.2) = 0.6. MNote that
'n = 3 since 6 is the third ourcome in the range ufp-nssjblc outcomes. P(2 < X < 8) =

4(0.2) = 0.8. Note thar k = 4, since l!].'lti"l.'. are four outcomes in the range 2 < X < 8. The

hgures below illustrate the concepts of a pmhablllﬁr function and cumulative distribution
funcrion for this d.:s:l:nhutlﬂn
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Figure 5: Probability and Cumulative Distri huunn Functions

¥ Probability of x  Cumulasive Distribution Function
Prob (X = x) Prob (X <x)
i 3 0.20 020
4 0.20 0.40
6 0.20 0.60
: 0.20 0.80
10 0.20 1.00
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Figure 6: Cumulative Distribution Function for X ~ Un.iﬂ:-rl_:l {2, 4,6, 8, 10}

Prob{X = x)
1.00 |
0.80 _

0.60

0.40 —

0.20

0

147



[INN9 + 7 N'2A NINY

[f events A and B are mutually exclusive, then:
A. P(A|B)=PA).
B. P(A|B)=P(B).

C. P(AB) = P(A) x P(B).
D. P(A or B) = P(A) + P(B).

D There is no intersection of events when events are mutually exclusive. P(AB) = P(A) = P(B)
is only true for independent even:s. Note thar since A and B are mutually exclusive (cannot

both happen), P(A|B) and P(AB) must both be equal to zero, making answers A, B, and C
INCOrrect.
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At a charity ball, BOD names were put into a har. Four of the names are idenrical. On

a random draw, what is the probability that one of these four names will be drawn?
A. 0.004.

B. 0.005.
C. 0.010.
D. 0.025.

B P(name 1 or name 2 or name 3 or name 4) = 1/800 + 1/800 + 1/800 + 1/800 = 4/800 =
0.005
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Two events are said to be independent if the occurrence of one event:
A. means that the second event cannot occur.

B. means thar the second event is certain ro occur.

C. affects the probability of the occurrence of the other event.

D. does not affect the probability of the occurrence of the other event.

D Two events are said to be indﬂpendﬂm if the occurrence of one event does not affect the
probability of the occurrence of the other event.
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An analyst determines that there is a 60% chance that the economy will grow and
that there is 2 40% chance the economy will go into a recession. If the economy
grows, there is a 70% chance that SCU stock will rise in price and a 30% chance it
will fall in price. If a recession occurs, there is a 20% chance SCU’s stock price will
rise and an 80% chance the price will fall. Given that SCU stock has risen in price,
what is the probability the economy has grown?

A, 32%.
B. 56%.
C. 74%.

D. 84%.
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D We are looking to find P(G|U), the probability the economy grows given that SCU stock is
up.

P(G) = probability the economy grows = 0.60
P(R) = probability of a recession = 0.40

P(U|G) = probability the stock is up given the economy grows = 0.70

P(U|R) = probability the stock is up given the economy goes into a recession = 0.20

Using Bayes’ formula:
P(G|U) = P(G) x P(U|G) / [P(G) P(U|G) + P(R) P(U|R)]

P(G|U) = (0.60) x (0.70) / [(0.60)(0.70) + (0.40)(0.20)]

P(G|U) =0.42 /0.5 = 0.84 = 84.0%

152 Note that the 0.5 in the denominator is just P(U).
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XYZ Corp. Annual Stock Prices
1995 1996 1997 1998 1959 2000
22% 5% —7% 11% 2% 11%

Assuming that the distribution of XYZ stock returns is a population, what is the
population variance (in percent squared)?

A 2.0

B. 6.8,

C. A

D. 80.2.

D The population variance, o, is found by taking the mean of all squared deviations from the
mean.

[(11 ~73) +(5-73)" +(-7-73) +(11-7.3)* +(2—7.3)" +(1 1—?.3)1]
6

2
|:|" ==

= 80.2(%")
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N'X7219 7w (X2) N'wian NYe 7w NNImn NXawna e
NIN2AN NINQNOoNN N'¥N7119 11y (2X+3) nNate

X 0] 1 2
P(x) | 1/2| 1/4| 1/4
( ) ZXP ><£+12><1+22><1—ﬂ 11
2 4 4 3 4
E(2X+3):Z(2x+3)Px(x):(2-O+3)2x§+(2-1+3)2><%
x=1
+(2-2+3)2><1:3><1+5><1+7><1=§:41
4 2 4 4 4 2
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Y2 NIMDIo MR NNan e
.N7'2N2 NIMDIoON 150N '\ X @

X 15 16 17 18

P, (x) 0.18 0.41 0.32 0.09

N72N2 NIMDIoN 190n v nnivi nnim avwn .1

y n'n X'D NIMdIo N7'an 70 7w (NNIar) Yixetn NIy
N7y 7¢ nIwNI N7NIMN DX QYN .y =4 + 2.5X n0"pnn
1NN

n'n XInw -¥ N1'na .nNax 50 -2 nona nan 7D .3

NX QYN ,NNX NIMDIO N7'aNN 710 NINN DX AX'" NN
W 7v nnivnl N7Nnimn
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E(X)="" x-P,(x)=15x 0.18+16x 0.41+ 0.32x17+0.09x18=1632 - 1
E(X2)=Y %P, (X)=15 x0.18+ 16 x 0.41+...+ 0.09 x 18= 2671

V(X)=E(X?)- E*(X)=2671- (1632 = 0.76

2
E(y)=E(4+25X)=4+25E(X)=4+25-1632=448
V(y)=V(4+25X)=(25)"V(X)=6.25-0.76= 4.74

3
w=50-Yy

(w)

E(w)= E(50- y)=50- E(y)=50-448=5.2
V(w)

V(50-y)=V(y)=4.74
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N7Y NINIYNNL DY'NN [707 (B -1 A) Ni'in 2 ninvyp e
NN 707U ARIYNN N7NIN DX Qwn

NI 70 7Y NINIYNN NNDIY DX QYN

NN 70 7Y NINIYNN 7Y [7Dn NTV0 NIX QYN

NIXIYN 7y (Covariance -N) NOSNIYNN NRIYN NN AWN
DINn 'y

7v 12'on NN 'a (Correlation -N) DXNNN DTPN NX2AWN .5
.B NI NIXIYN 7Y [1D'0N TN |'27 A 0N NIRIYDN

D W N R
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Bam nxiwvn | An'm nxivn | B n'inww | A a'anww | v
200 150 1990

7.5% 6.7% 215 160 1991
7.0% 3.1% 230 165 1992
13.0% 4.2% 260 172 1993
-1.9% -2.9% 255 167 1994
5.9% 7.8% 270 180 1995
22.2% 11.1% 330 200 1996
-3.0% -11.0% 320 178 1997
9.4% 9.6% 350 195 1998
-2.9% 71.7% 340 210 1999
17.6% 2.4% 400 215 2000
12.5% -5.6% 450 203 2001
-6.7% 8.4% 420 220 2002

161
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E(R,) = Risos  Rigea ++++ Reooz _ 3504 NP7 1 ,n"n 75 v

Na

B B B
E(R ) — I:\)1991_I— IQ1992+ T IQZOOZ — 6 7%
B nB
AIY'NT7 NNON NN .NIIAYAN UXINN 7Y 21N YY1 NIYN e
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JDINIYNN NNIY DX QYN7 D2 [N N7NINN 21Y'N NKRT? .2

A ) A ) dlalraap)
V(R,) = [Riges — E(R)I” +...+[R3p0, — E(R,)] — 0.00454 |
(nA _1)
V(RB) _ [R:LE;91_ E(RB)]2 "‘---"‘[R;ooz_ E(RB)]2 — 0.00802
(nB _1)

1Y NNDIY QIY'N ,N"0N 0N TAX 7227 NN 7V :nyn
N0N19N NX 7277 Nan 7y D97IX .n-1 -2 7707 1'%V ,DAa TN
.n -2 2707 'Y (N'7N'on NIXNI TAN IN) NM0I73INA

D'TINN DX 2 D'TINN 'R NXRIYNN DRIV 7Y QTN NIT'AY e
lyiana
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NIXIYN 7¥ |70 N'"VO0 NX QAWN7 [N NNDIYA 2IY'N INX7 .3
P71 NIRIYNN NNRIY 7Y 'WIANN YAIYD 01NN

a(R,) =+V(R,) =/0.00454= 6.74%
o(Ry) = 4V (Ry) =+/0.00802= 8.96%

NN D'IVO'NN DIININ NTAX D PT7 AIYN NYN e
227 NIDAYN YXA7 TINN 7217 72X NINAT ™Y ndNa
AVN 11N 0'021 7V ,0'011'9N 0'021N 7W N'IBXN NIANINNAN
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7w (Covariance -N0) N9SNIYNN NNIYN NX AWN) NV .4
P71 , NN MY NINIYN
2002
Z[RiA o E(RA)] '[RiB o E(RB)]
COV(R,R,) = =0.00149
| (nA _1)
DNX NIXNOII NT'XA 20N A7 'Y -7077XN "12IN7 :Nyn e
17 In'w TNIM2 (VAR/VARP , STDEV/STDEVP) n'wnnwn
77 1'ON 70XN1INRN NONIYNN NNDIYA 7Y AW NN T?
.(COVAR) n"0I72IXN 7¥ NONIYN NNIY? nNoi
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NINIYN 7v (Covariance -n) NONIYNN NIRIYA 2IY'N TNXT? .5
|2 (Correlation -0) OXNNN DTN DX QAWN? [N, NN 'NY
NINIYN 7Y [12'0N NN |27 A NN NINIYN 7¢ [1D'0N NN
Mp?T1 ,B Nn"n

COV(R,R;)  0.00149

S = 0.247
on  6.74%-8.95%

P(RARg) =
ORr

A

-1 -7 +1 |"aw DINN2 Y1 DX DTN Nyn e

D'021N NIXIYN |2 WWN NI N2 DXNNN DTz 72D e
JNI DA
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