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Expectation of a Random Variable

The distribution of a random variable X contains all of the
probabilistic information about X.

But it is difficult to get the d.f. of the random variable.

Without trying to describe the entire distribution, How could
we obtain useful information of r.v.?

In this section, we mainly introduce two measures: the
expectation and the variance.



Expectation of a Random Variable

n = 100 n = 10000

Winning Frequency Relative Frequency Relative
Frequency Frequency

1 17 0.17 1681 0.1681

-2 17 0.17 1678 0.1678

3 16 0.16 1626 0.1626

-4 18 0.18 1696 0.1696

5 16 0.16 1686 0.1686

-6 16 0.16 1633 0.1633

Table: Frequencies for dice game



Expectation of a Random Variable

In the first run, we have played the game 100 times.

average gain = 1- Figo(1) + (—=2) - Fipo(—2) + 3 - F100(3)
+(—4) - Fioo(—4) 4+ 5 - Fi00(5) + (—=6) - Fi00(—6)
= —0.57

To get a better idea, we have played the game 10,000 times.

average gain = 1 - F1goo0(1) + (—2) - F10000(—2) + 3 - F10000(3)
+ (—4) - Fio000(—4) + 5 - F10000(5) + (=6) - F10000(—6)
=1-0.1681 —2-0.1678 + 3 - 0.1626
—4-0.1696 + 5 - 0.1686 — 6 - 0.1633
= —0.4949

1-p(1)—2-p(=2)+3-p(3) —4-p(—4)+5-p(5) —6-p(—6) = —0.5.



Expectation of a Random Variable
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Definition

The expectation (the mean or the expected value) of a ran-
dom variable X is given by

ﬁ -‘%;a -’:H‘\ ) q(?h' imzp(x,) if X is discrete,
pi=BX)={ = (1)

[e.e]
/ xf(x)dx if X is continuous.

—00

In words, the expected value of X is a weighted average of the
possible values that X can take on, each value being weighted
by the probability that X assumes it.







Expectation of a Random Variable

However, the idea of adding the value times the probability to
find the expectation does not quite work for continuous random
variables.

Why?

By returning to the Riemann sum approach, we will find the
continuous case of equation (1) in Definition is reasonable.



Expectation of a Random Variable

Probability density

I_efi-hand approximation of the p.d.f.
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Expectation of a Random Variable

Find E(X), where the p.f. of X is p(0) = 0.1 and p(1) = 0.9.

Solution.  Since p(0) = 0.1 and p(1) = 0.9, we obtain

E(X)=0-0141-0.9=0.9.

The probability concept of expectation is analogous to the physical
concept of the center of gravity of a distribution of a mass.




Expectation of a Random Variable

Example

Suppose that you plan on starting a new business and would like
to know the expected return for the business.
subjective probability distribution of the returns and their asso-
ciated probabilities. Note: X=return in $1,000/year (e.g., —10
means a loss of $10,000).
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What is the expected return for this business?

You develop a




Expectation of a Random Variable

Solution.

B(X) =Yz pla)
= x1P (1) + 22P(x2) + z3P(x3) + x4 P(24)
——10-(0.2) + 0 (0.25) + 10 - (0.4) + 20 - (0.15)
= 24+0+4+3=5.

The expected return for this business is $5,000. O



Expectation of a Random Variable

Suppose that we flip a fair coin until a head first appears, and if
the number of tosses equals n, then we are paid 2™ dollars. What
is the expected value of the payment?

Solution. We let Y represent the payment. Then,

for n > 1. Thus,
= 1
E(Y)=) 2" o
n=1
which is a divergent sum. Thus, Y has no expectation. O

St. Petersburg Paradozx.



Expectation of a Random Variable

The expectation F(X) exists if and only if the summation in
equation (1) is absolutely convergent, that is,

Z |z|p(x) < oo or /|x|f(a:)d:z: < 00. (2)

all x

Thus, we know if relation (2) is satisfied, then E(X) exists and
its value is given by equation (1).

If relation (2) is not satisfied, then E(X) does not exists.



Expectation of a Random Variable

Now let us see some examples of continuous case.

Example

Suppose that the p.d.f. of a random variable X is

cx for 0 <z <4,
flz) =

0 otherwise,

where ¢ is a given constant. Determine the value of ¢ and the
expected value of X.

o




Expectation of a Random Variable

Solution. For every p.d.f., it must be true that
fj;o f(z)dz = 1. Therefore, in this example,

4
/ crdr = 8c = 1.
0

Hence, ¢ = 1/8. It follows that



Expectation of a Random Variable

Suppose that the d.f. of a random variable X is as follows:

e*3 for x < 3,
F(z) =
1 for x > 3.

Determine the expected value of X.

Solution.  Of course we can find the p.d.f. of X from d.f.,
then F(X) can be obtained by using the formula in Definition.
But another way is using d.f. directly to get E(X).

E(X) = /+oo zdF(x) = /3 2de® 3

— 00 —00



Expectation of a Random Variable

Example

Suppose that X is a continuous random variable and the p.d.f of
X is 1 1

This distribution is called the Cauchy distribution. E(X) does
not exist since
o0

/oo| 1f(2)d 2/001 L o= Lin(1+22)|” diverges
= ——— _dr=-1In iverges.
_Oo:v x)dw : TR z7)|, diverg

O

v
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Expectation of Functions of a Random Variable

How can we compute the expected value of g(X),

some function of X7



Expectation of Functions of a Random Variable

In fact, we can compute E[g(X)] by the following easier way.

Proposition

The mathematical expectation of a function g(X) of a random
variable X can be calculated by

Zg(%)p(%) if X is discrete,
Elg(x)] =< = (3)

/00 g(x)f(x)dx if X is continuous.

—0o0

The expectation E[g(X)] will exist if and only if

/ " 9@ f@)de < oo





Expectation of Functions of a Random Variable

Example

Let X denote a random variable that takes on any of the values
—1,0, and 1 with respective probabilities

P(X=-1)=02 P(X=0)=05 P(X=1)=03

Compute E(X?).

Solution. Let Y = X?2. Then the probability mass function
of Y is given by

PY=1)=P(X=-1)+P(X=1)=05
P(Y =0) = P(X =0) =0.5.

Hence, E(Y) = E(X2)=1-0.5+0-0.5=0.5.

E(Y)=E(X?) =(-1)2-02+0-05+12-0.3 = 0.5.



Expectation of Functions of a Random Variable

Proof of Proposition As in the preceding verification, we will
group together all the terms in ), g(z;)p(z;) having the same
value of g(x;). Specifically, suppose that y;,j > 1, represent the
different values of g(x;),7 > 1. Then, grouping all the g(z;)
having the same value gives

Zg(fvi)p(%) => >

Jig(e)=y;

=> > yplx)

I ug(zi)=y;

= Zy] Z pa:z)

ig(wi)=y
= > yPle(X Zyj)
j

= E(9(X)).



Expectation of Functions of a Random Variable

Example

Let X be a continuous nonnegative random variable with density

function .
— for 0 <z <4,

0 otherwise.

and let Y = 2X + 1. Compute E(Y).

Solution. We have known the p.d.f. of Y. So

+oo 9
y—1 19
E(Y) = / yfy(y)dy = /1 Y- ?dy = 3

E(Y) = E@2X+1) = /m

—00

4
(22+1) f(z)dz = /0 (2x—|—1)%dm ==,
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Properties of Expectation of a Random Variable

Proposition

(i) E(c) = ¢, for any constant c.

(ii) If there exists a constant such that P(X > a) = 1,
E(X) > a. If there exists a constant such that P(X < b) = 1,
then E(X) < b.

From Proposition, we can get






Properties of Expectation of a Random Variable

Proposition
For all constants a and b, we have

E(aX +b) =aE(X) +b. (4)

[inear W








Properties of Expectation of a Random Variable

Example

Suppose that the p.d.f. of V is

1

— for 0 <w<a,
floy=41

0 otherwise,

(1)Determine the value of E(W) = E[g(V)] = E(kV?), where k
is a constant; (2) Calculate the value of E(3W + 5).

W

Solution.
()E(W) = E(g(V)) = /+OO kv?- f(v)dv = /a k:vZ%dv = élm?.

—00 0

(2)E(3W +5) = 3E(W) + 5 = ka® + 5.
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Variance of a Random Variable

In this section we shall introduce a measure, the variance,
which is an indication of the variability of a random variable.

Definition

The variance of a random variable X is defined by

Z‘(CE} — M)QP(@')
0% = E[(X — E(X))?] = Var(X) = -
| @ wt@ys

— 00








Variance of a Random Variable

Var(X) > 0.

Finally,

the larger the variance is,

the more spread out is the distribution of the random variable
around its mean.





Variance of a Random Variable

Question
What does the variance mean?

The quantity is rather hard to interpret.

So we take square root to change it.

Definition

The standard deviation of a random variable X is given by

o=+ Var(X).






Variance of a Random Variable

Var(X) = B(X?) - [B(X))*. (5)

Proof. Assume X is discrete. Suppose that u = E(X).
Var(X) = E[(X - E(X))Q] = B[(X — )’
= Z (z — p)’p(x) = Z(mQ — 2px + p*)p()
=pr —%pr +Zup( )
= E:EXZ) 2u? + pu? = B(X?) — ;ﬂ.

The continuous case is similar to prove. []





Variance of a Random Variable

Suppose that the p.d.f. of a random variable X is

g for 0 <z <4,
flx) =

0 otherwise,

Find Var(X).

Solution.

Var(X) = /4 (ac— %)Z.éxd:v: /04$2 : éxdm— (§>2 = g
0

By using the equation (5), we also have

Var(X) = B(X?) - E%(X) = /0437 pda — (7)2 -



Variance of a Random Variable

Theorem

Var(X) = 0 if and only if there exists a constant ¢ such that
P(X = c) L.

Proof l/ léuppose first that there exists a constant ¢ such that
P(X =c)=1. Then E(X) =¢, and P[(X —¢)? =0] = 1.
Therefore,

Var(X) = E[(X —¢)’] =0.
Conversely, suppose that Var(X) = 0. Then
P[(X - E(X))2 >0] =1but E[(X ) | = 0. Therefore,
it can be seen that

Hence, P(X = E(X)) = 1. O







Variance of a Random Variable

For any constants a and b,

Var(aX +b) = a*Var(X).

Proof. For any constants a and b,
2
Var(aX +b) = E{ [(aX 4+ b) — E(aX +b)] }

= E{a2 [X —E(X)]z} = a*Var(X).

Thus, the operator Var is not linear.





Variance of a Random Variable

Let X* = 2229 Find B(X*) and Var(X*).

v Var(X)

Solution.

X—E(X)) _ Var(X)
Var(X)

Since E(X*) =0 and Var(X*) =1, X* is usually said to be
standard random variable.





Moments of a Random Variable

The mean and the variance of a random variable are particular
cases of the quantities known as the moments of this variable.

Definition

The kth moment about the origin, or noncentral moment
of a discrete random variable X is defined by

%9
B(X") = =Y abp(a:)
=1

Definition

I.
|

The kth moment about the center, or central moment of a
discrete random variable X is defined by

o0

E[(X — )" = e =Y (i — 1) *p(ws).

=1

\






Moments of a Random Variable

If E(|X|F) < oo for some positive integer k, then E(|X|7) < oo
for every integer j such that j < k.

Proof. For convenience, we assume that the distribution of
X is continuous and the p.d.f. is f. Then

B = [ 1olf)as

— /x|<1 |x|jf(x)d:n+/ |z f(x)dx

|z[>1
<[ 1s@det [ labfa)de
|z|<1 |z|>1
< P(IX| < 1) + B(X).
By hypothesis, E(|X|*) < co. It therefore follows that
E(|X}9) < oo. O



Moments of a Random Variable

Example

Suppose that X has a continuous distribution for which the p.d.f.
has the following form

f(z) = ce~ @3, —00 < & < 00.

Determine the mean of X and all the odd central moments.

Solution. It can be shown that for every positive integer k,

> 2
/ lz[Fe= @3 dz < oo.

—0o0



Moments of a Random Variable

Solution. Hence, all the moments of X exist.

E(X)= / cxe” 3 4y
7;.00 2 > 2
= / oz —3)e @ dz + 3/ ce” @3 dx let t =z — 3,
—o0 —00

o0 2
=/ cteVdt+3= 0+3= 3.

—0o
For every odd positive integer k, it follows that

e}

E[(X —3)F] = / o(z — 3)*e= =3y = 0.

—00
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The Application of Expectation and Variation

(Markov’s inequality) If X is a random variable that takes
only nonnegative values, then for any value € > 0,

E(X)

P(X >¢) <
€

Proof. We give a proof for the case where X is continuous
with density f.

E(X):/Oooxf(x)dx:/ of(@ )da:—i—/ooxf( iz

2/:oznf(:r:)d:r>/€ ef(z dx—e/ f(z eP(X 2> ¢),

and the result is proven. ]





The Application of Expectation and Variation

Proposition

(Chebyshev’s inequality) If X is a random variable with mean
w and variance o2, then, for any value € > 0,

g
P(X-pl 28 <%

Proof. Since (X — p)? is a nonnegative random variable, we
can apply Markov’s inequality to obtain
E[(X — p)?]

P(X —p)’ >’ < ——

But since (X — u)? > €% if and only if | X — u| > ¢, the
preceding is equivalent to

Bl(X —p? _ o
PIX —pl 2 o)< M = T

and the proof is complete. ]





The Application of Expectation and Variation

From Markov’s inequality, we can see if E(X) is small, then it is
not too likely that X is large.

Chebyshev’s inequality tells us that if 02 = Var(X) is small,
then it is not too likely that X is far from its mean.

The importance of Markov’s and Chebyshev’s inequalities is
that they enable us to derive bounds on probabilities when only
the mean, or both the mean and the variance, of the probability
distribution are known.



The Application of Expectation and Variation

Example

Suppose that we know that the number of items produced in a
factory during a week is a random variable with mean 500.

(a) What can be said about the probability that this week’s pro-
duction will be at least 10007

(b) If the variance of a week’s production is known to equal 100,
then what can be said about the probability that this week’s
production will be between 400 and 6007

y




The Application of Expectation and Variation

Solution. Let X be the number of items that will be
produced in a week.
(a) By Markov’s inequality,

E(X) 500 1

P(X >1000) < —L = =,
( 000) < Jo00 = 7000 — 2

(b) By Chebyshev’s inequality,

P(|X = 500| > 100) < Sl
- = (100)2 100
Hence,
1 99
X - <100)>1— — = —
P(]X = 500] < 100) 100~ 100

and so the probability that this week’s production will be
between 400 and 600 is at least 0.99. 0J



Thank you for your
patience !
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