Economics 113 - Fall 2009 ‘ Professor Spearot

Introdugt_ion to Econometrics R —
Name e ID °

Midterm Exam # 1 — 40 Points

The exam is closed book and closed notes. Please show your work step by step. Simple calculators may be used
(no graphing or financial calculators and no cell phones)
You must show your work to receive full credit

Problem 1 (10 points)
You have four classes. Each requires 4, 3, 2, and 3 hours per week of work. Further, the credit hours for each class
are 5, 4, 4, and 3, respectively Calculate the correlation of hours of work and credit hours. These may help:
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Problem 2 (15 Points)
The average number of coffees consumed by Professor Spearot per day is characterized by a normal distribution with

mean 4 and standard deviation 2.

a. What is the probability that Professor Spearot drinks exactly 4 coffees per day? (5 points)
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b. What is the probability that Professor Spearot drinks more than 8 coffees per day (Wooooo!!)? (5 points)

P 2 - P2 282 = frle 22
- Pr@f‘—ZB
S = 09772

‘0.0 22¢

c. Professor Spearot actually only drinks 1 coffee per day ‘What is the probablhty that he consumes more than
1 coffee per day? (5 points) o
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Problem 3 (15 Pomt__)

a.) The Tigers are con31der1ng upgradmg thmr bullpen for next year. The probablhty that they upgrade their bullpen

{is 0.7. If they upgrade their bullpen, the probability of winning the World Series is 0.2. If they do.not upgrade their
bullpen, the probability of winning the World Series is 0.1. Given that the Tigers don’t win the World Series, what
is the probability that they upgraded their bullpen before the season? (10 Points)
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b.) The Tigers earn 20 million if they win the World Series, and 0 if they don’t. Upgrading the bullpen costs 3
million. Not upgrading the bullpen costs 0. What is the Expected Profit of the season? (5 Points)
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