CO7CEPTUAL _TOOLS

By: Neil E. Cotter PROBABILITY
PRODUCTS OF RAND VARS
Mean, variance formulas

TOOLS: The table below summarizes the values for means and variances of combinations of

random variables.

MEAN (OR EXPECTED VALUE), 2 INDEPENDENT RANDOM VARIABLES

E(XY)= EX)E(Y)

UWxy =UxWUy

COVARIANCE, ANY 2 RANDOM VARIABLES

Oxy = EXY)—puxuy = E(X ~w) ~wy) = [ |7 xyf(ry)dyde— uxuy

Ouxpy =aboyy

COVARIANCE, 2 INDEPENDENT RANDOM VARIABLES

ny=0

CORRELATION, ANY 2 RANDOM VARIABLES

Oxy _ Oxy
Pxy = 2 2
O'Xo'y \/OXOY
Paxpy =Pxy

CORRELATION, 2 INDEPENDENT RANDOM VARIABLES

pxy =0



