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1. (Exercise 1 in Random Sampling) Make 16 one-inch square slips of paper, labeled with the following numbers.

1,2,2,3,3,3,4,4,4,4,5,5,5,6,6,7

Let X be the random variable that is the number on a slip, chosen at random from your pieces of paper.  (i) Assuming that you are equally likely to draw any given slip, use what you know about probability to compute the actual value of 
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$31.09

$33.71

$10.71

$10.55

.  A random sample of observations of X can be formed by successively drawing slips at random from the pieces of paper.  In order for the samples to each observe X, you must replace each slip that you draw before making the next draw.  (ii) Select a random sample of size 5, and compute its mean.  (iii) Collect nine more random samples, and then compute the means.  How do the sample means compare with the actual expected value, 
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2. (Exercise 5 in Random Sampling) Combine the 50 observations of the random variable X that you made in Exercise 1 into one large sample.  (i) Use Excel to plot a histogram of the data in your large sample.  Use relative frequencies and bar widths of 1 unit.  (ii) Compute 
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 for x = 1, 2, … , and 7.  Use these to plot the p.m.f., 
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 for X on the same set of axes as your relative frequencies.  (iii) How do the two plots compare?

**3.** (Exercise 12 in Random Sampling) (i) Plot bar and line graph approximations of the probability density function for the normalized ratios of weekly closing prices for your team’s stock data.  (ii) Find the sample mean of the normalized ratios.  (iii) How does this compare with the risk-free weekly ratio, 
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Simulation

4. The business whose daily sales data are shown in the Excel file Daily Sales.xls, will be eligible to apply for a federal assistance program if its gross sales on 8 randomly selected business days are all under $7,000.  (i) Use the functions RANDBETWEEN, VLOOKUP, and MAX in the sheet Raw Data to simulate 3,000 sets of eight-day gross sales records.  (ii) Use the COUNTIF function to estimate the probability that the business will be eligible for the federal program. 
**5. Use the functions RANDBETWEEN, VLOOKUP, and IF   to simulate 5,000 sets Normalized Future Option Value (FV) & Present Option Value (FV)for your team data. 
Then find E(FV) and E(PV)

[image: image1.wmf])

(

X

E

[image: image6.wmf]Run

Start

Week 1

Week 2

Week 3

1

$21.87

$22.17

$22.89

$22.85

(Hint-Run 1 for the class project  )
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