HM3 HW — EXPECTED VALUE AND FAIR PRICE

Name \CO%J/ a 0‘ ‘0
1. Explain the meaning of expected value in your own words:

AFter an infinife number of inal, vt [ JM w\:j e
Me qh

2. You are playing a game where you roll a dice. If it lands on 3, you win $15. If it lands on anything else, you lose S1.

What is the expected value of the game? ".

Llgisy - $(-41) - g1

3. Use the table to find the expected value:
-59)
OUTCOME ; Lt(~z|07)># OL{{ 5
0. 2(1fS0) t O-

VALUE 450 -100 -50

|
PROBABILITY | 0.2 0.4 0.4 | 3 O

l —

4. You are playing a video game where there is a 30% chance you win 50 points, a 50% chance you lose 20 points, and a
20% chance you don’t win or lose any points at all. What is the expected point value after playing the game?

(50t .S(-20) .4 (0

5. You go to the mall to buy a new shirt. Of the shirts at Belk, 30% cost $30, 25% cost $44.99, 20% cost $25, 15% cost
$40, and 10% cost $55.99. How much can you expect to pay for a shirt at Belk?

3303 HAS(UY.H) + . 2(BS) +IS(He) + jo(55.99)
l= £36.8S

6. You are playing a game at the fair where youkick a soccer ball intoa goal. If you score a goal, you win $15. If you
miss, you lose $4. There is a 0.3 probability that you will score. What is the expected value of this game?

0. 3§15y r 07(8-H) = ¢ 1. 70

7. Thereis az 2 chance you win $5 for game. There is a - chance that you win $10. The only other possnb|l|ty is that you

lose $6. Find the expected value.

L) 300 F01§0.sT



rl

8. A certain site of an aerospace engineering company wants to submit a bid to remodel their site. The research and
planning needed to simply make the bid costs 00. If the bid is accepted by corporate headquarters, the company will
be able to remodel their site and can expect to then make $34, OOOproflt If the bid only has a 15% C chance of being

accepted, would you advise the company to spend the money to make the bid? Explain.
15 (34000 R000OY T +£5(-8020)

A

9. You pay S5 to roll

g(ac)ocro}r RS( -8000) (\(t aqmﬂ }ho!

a 6-sided standard die. If it turns up asa 5, you win $10. Otherwise, you lose.

What is the expected value for you? What is the fair price of this game?

OGS - 33333 333+ S 4;%\ m ')

ach. There is one grand prize of $2000, and 3 consolatlon prizes of $1OO If

10. 5 thousand raffle tickets are sold for $5 e
What is the fair_price of this game?

Ms. Norrls buys one tlcket what is the expected value?

Ve ol (mssr (4 >gm ‘) @ -ySyrs

PR

445y Jot

Ill. For the fbllowmg games, guess who you think has the advantage (you or the house) then find the expected value.

If the game is unfair, find the fair price of the game.

11. You pay $2 to play a game where you pick one card from a standard deck of 52 cards. If you draw a red
win $1, if you draw a black jack you win $25, otherwise you lose. FP -, S ‘-[-H;v

cve &) Z(33) - 2(2)- *54 It

card you

12. You must pay 50 cents to play a game where you roll 2 dice. If you roll doubles you win $2, otherwise you lose.
Eﬂ L[ a== 33 yy §Sg e

26 possi lihes
FP= -, 7+So

ve 2 (150 BEH- 1T =
b SORE | 0,33
mes. One game features ducks sitting in a baby pool full of water. There is a.

tar, which wins the player $4. Three ducks have a heart,
e are 20 ducks in all; all the rest of the ducks have plain

13. You go to the falr and play lots of ga
design drawn on some of the ducks’ bottoms. One duck has a s

which wins $2. Six ducks have a circle, which wins $0.50. Ther
bottoms. What is the price that should be charged to make this a fair game?

v () ()¢ (50 &(0)18. b5 |




