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1. Let Y be a discrete random variable wth probability mnass
function
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1 0, otherwise

Show that the nean of Y does not exi st.

2. Consider the randomvariables X and Y with nmeans, variances and
2 2
covari ance denoted by Mo M, Sy, sy and SXV, respectively. Suppose
that Yis the return on a stock and X is the return on a bond such
2 2

t hat =M SyZSx nally, let Wbe a Bernoulli random vari abl e
distributed independently of X and Y, where P(W1)=p, P(WO0)=1-p,
and O<p<l. (onsider the random portfolio, or investnent strategy,
Z =W+ (1-WY.

A Find the nean of Z

B. Wichis larger, the nean of Z or the nean of Y?

C K nd the variance of Z

m-m . 2>g?2
D. How | arge nust Y% be in order for Sz7Sv?

3. Let the random variables Y ; and Y, have a bivariate nornal
distribution with E(Y ;) =5, E(Y, = 10, Var(Yy = 1, Var(Yy)
25, and QGov(Yy Yz) =5r. Find r such that P(8<Y ,<12|Y;=5) = .954.



