

Economic Questions 

Provide steps on how to get the solution


1. A consultant predicts that there is a 25% change of earning $500,000 and 75% of chance of earning $100,000. The expected profits is $200,000.00  What is the variance? 


2. A consultant predicts that there is a 25% chance of earnings $500,000 and a 75% chance earning $100,000.  The expected profit is $200,000.  What is the standard deviation? (round to the nearest dollar amount) 


3. Your firm just got a buyou offer of $5 million.  There is a 25% chance that profits will be $10million, a 35% chance that profits will be $6 million, and a 40% chance that profits will be $2million. Should you accept the offer.  You are risk neutral


4. [bookmark: _GoBack]A consultant predicts that there is 33% chance of earning $400,000 and 67% chance of earning $100,000.  The expected profit is $199,000. What is the standard deviation? (round to the nearest dollar amount)
