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Chapter 3: Expectation and Variance

In the previous chapter we looked at probability, with three major themes:
1. Conditional probability: P(A| B).

2. First-step analysis for calculating eventual probabilities in a stochastic
process.

3. Calculating probabilities for continuous and discrete random variables.

In this chapter, we look at the same themes for expectation and variance.

The expectation of a random variable is the (0;:») —term ou/erc\\j& ”af e
(Mfkorv\ Var O\L;LQ : '

Imagine observing many thousands of independent random values from the
random variable of interest. Take the average of these random values. The
expectation is the value of this average as the sample size tends to infinity.

We will repeat the three themes of the previous chapter, but in a different order.

1. Calculating expectations for continuous and discrete random variables.

2. Conditional expectation: the expectation of a random variable X, condi-
tional on the value taken by another random variable Y. If the value of
Y affects the value of X (i.e. X and Y are dependent), the conditional
expectation of X given the value of Y will be different from the overall
expectation of X.

3. First-step analysis for calculating the expected amount of time needed to
reach a particular state in a process (e.g. the expected number of shots
before we win a game of tennis).

We will also study similar themes for variance.
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3.1 Expectation 3 P(2)*3 4+ P(5)¥S

+P(E)x ¢

The mean, expected value, or expectation of a random variable X is writ-
ten as E(X) or ux. If we observe N random values of X, then the mean of the
N values will be approximately equal to E(X) for large N. The expectation is
defined differently for continuous and discrete random variables.

Definition: Let X be a continuous random variable with p.d.f. fx(z). The ex-

pected value of X is WA W Ve
0o

E(Xﬁ: j %«&((”’L} Ax

S

Definition: Let X be a discrete random variable with probablhty function fx(x
The expected value of X is

340 B0

Expectation of g(X)

Let g(X) be a function of X. We can imagine a long-term average of g(X) just
as we can imagine a long-term average of X. This average is written as E(g(X)).
Imagine observing X many times (N times) to give results 1, zo, . .., zx. Apply
the function g to each of these observations, to give g(x1), ..., g(zx). The mean
of g(x1),9(x2), ..., g(xy) approaches E(g(X)) as the number of observations N
tends to infinity:.

Definition: Let X be a continuous random variable, and let g be a function. The
expected value of ¢g(X) is

B(s00) = | glo)xla) do

oo

Definition: Let X be a discrete random variable, and let g be a function. The
expected value of ¢g(X) is

E(g(X)) = 3 g@)fx(x) = > gla)P(X =
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Expectation of XY: the definition of{ E(XY

-

X Leaght
Suppose we have two random variables, X and Y. These might be independent,
in which case the value of X has no effect on the value of Y. Alternatively,
X and Y might be dependent: when we observe a random value for X, it
might influence the random values of Y that we are most likely to observe. For
example, X might be the height of a randomly selected person, and Y might
be the weight. On the whole, larger values of X will be associated with larger
values of Y.

Tounderstand what E(XY') means, think of observing a large number of pairs
@ .., (zn,yn). If X and Y are dependent, the value z; might
affect theswatae y;, and vice versa, so we have to keep the observations together

in their pairings. As the number of pairs N tends to infinity, the average
% le\il x; X y; approaches the expectation E(XY).

For example, if X is height and Y is weight, E(XY) is the average of (height
x weight). We are interested in E(XY") because it is used for calculating the
covariance and correlation, which are measures of how closely related X and Y
are (see Section 3.2).

Properties of Expectation Q oSN

i) Let g and h be functions, and let @ and b be constants. For any random variable
X (discrete or continuous),

E{ag(X) + bh(X)} - aE{g(X)} v bE{h(X)}.

In particular,
E(aX +b) = aE(X) + b.

ii) Let X and Y be ANY random variables (discrete, continuous, independent, or

non-independent). Then
E(X +Y)=E(X)+E(®Y). ALWQOJ frie .
More generally, for ANY random variables X7,..., X,
E(Xi+4+...+X,) =E(Xy) +... +E(X,).
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iii) Let X and Y be independent random variables, and g, h be functions. Then

> E(XY) - (EX> (EO\)QNQ(:I irf”“ wm
JEE 300147373 E 3()0 E Y)jJ“NDtPt:NDU\JI.

——
Notes: 1/ E(XY)=E(X)E(Y) is ONLY generally true if X an%
INDEPENDENT.

2. If X and Y are independent, then E(XY) = E(X)E(Y). However, the

converse is not generally true: it is possible for E(XY) = E(X)E(Y) even

though X and Y are dependent. :
T ey =5 E(xY)=EX £V

Probability as an Expectation

Let A be any event. We can write P(A) as an expectatlon as follows.
Define the #ndicator function: pr bbby Prb 0 o Ia

f_/ 1 i ek A occuns P+
I‘\ =
p 0 o apwrwise -
-p
' ] i \-__] ) ) V‘le&L
Then 14 is a ra,ndom variable, and 1 4 I,
A

E(L,) = ZWW(I r)
:O*P%—OB + 1+ P(T, 3

. H’(I&:,Q
E(T,) = P(A).
Thus :
}E(A) = EE( Iﬂ) Gfar o\:jx,vod' AT

n

|

eq. T(Xe[2,5]) or T(X=%) if X s g rv

(cts of Asoebe)
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3.2 Variance, covariance, and correlation

=
The variance of a random variable X is a measure of how <p/ ead ot it is.

Are the values of X clustered tightly around their mean, or can we commonly
observe values of X a long way from the mean value? The wvariance measures
how far the values of X are from their mean, on average.

Deﬁmtzon Let X be an randnm vmr'mh]p The variance of X is
Var (X) = Cg (x_//\) 3 E(X*) (JD()Z\\

\-——————/\/\//
éar LAAA,U‘SMj o\l\j!bm afor calculahong

The variance is the mean Sotumrtk deviation  of a random variable from its
OWI mean.

If X has high variance, we can observe values of X a long way from the mean.

If X has low variance, the values of X tend to be clustered tightly around the
mean value.

Example: Let X be a continuous random variable with p.d.f. )
(

Find E(X) and Var(X).

_g:—(\Q: qu’x,é— ('x) A
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oc Ve () = E(X#x) - (EX)H(EX)

—

cov (XYY = E(X+Y) - (8X)* (EY)



Eﬂ’ \/M'(X) , we Wee
Vor (XY= E(X*)- (ExY & 'oF i

:-J: xldﬁx(x))\x - iz»ﬂa\jlil
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T5 2 e - (zujz,)L

- [ Zx]ll —(2 /(.oj?.)?—

242 = 2x1 - (2L52)

v
N L\,
/Z}—\:\?\or\ '. X X

covarimer arA Corcelakion
- CL .
rebsted (e

=

VO«F(X) = 0-074%)

Covariance

Covariance is a measure of the association or
variables X and Y. Covariance can be either positive or negative. ( Variance is

pendence betwgen two random

always positive.)

Definition: Let X and Y be any random variables. The covariance between X

and Y is given by

1. cov(X,Y) will be p oS Mweif large values of X tend to occur with large values
of Y, and small values of X tend to occur with small values of Y. For example,
if X is height and Y is weight of a randomly selected person, we would expect

cov(X,Y') to be positive. )/ | .
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2. cov(X,Y) will be "4 ahive if large values of X tend to occur with small values
of Y, and small values of X tend to occur with large values of Y. For example,
if X is age of a randomly selected person, and Y is heart rate, we would expect
X and Y to be negatively correlated (older people have slower heart rates).

3. If X and Y are independent, then there is no pattern between large values of
X and large values of Y, so cov(X,Y) = 0. However, cov(X,Y) = 0 does NOT
imply that X and Y are independent, unless X and Y are Normally distributed.

Properties of Variance

i) Let g be a function, and let @ and b be constants. For any random variable X
(discrete or continuous),

Ver (a5 () +t) = o V(900 ).
In particular, |/ (o\X + L) - ar VgJ"(X) .

ii) Let X and Y be independent random variables. Then

Vor (X + Y) = Ver (X) + \/m(\() gft\ii(j T TNDEPT.
I~y ")#E(XY): EX EY

iii) If X and Y are NOT independent, then

Vor (X+YY) = Ver (X) + Ver (YY) + 2 cov (X, YY)
VAV

Correlation (non-examinable)

The correlation coefficient of X and Y is a measure of the linear association
between X and Y. It is given by the covariance, scaled by the overall variability
in X and Y. As a result, the correlation coefficient is always between —1 and

. . . . . . -‘-‘-‘----‘_""—-—_
+1, so it is easily compared for different quantities.

Definition: The correlation between X and Y, also called the correlation coefficient,

is given by

cov(X,Y)

corr(X,Y
( )= v/ Var(X) Var( )
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The correlation measures linear association between X and Y. It takes values
only between —1 and +1, and has the same sign as the covariance.

The correlation is £1 if and only if there is a perfect linear relationship between
X and Y, ie corr(X,Y) =1 <= Y = aX + b for some constants a and b.

The correlation is 0 if X and Y are independent, but a correlation of 0 does
not imply that X and Y are independent.

L9 AV UAR LJt.;j]u\{' }Dr yabf Lu/\le—\)(‘?

3.3 Conditional Expectation and Conditional Variance

Throughout this section, we will assume for simplicity that X and Y are dis-
crete random variables. However, exactly the same results hold for continuous

random variables too. £ 9. Y: Leight - 24 X:I/Jt"\j]"{—

Suppose that X and Y are discrete random variables, possibly dependent on
each other. Suppose that we fix Y at the value y. This gives us a set of
conditional probabilities P(X = x|Y = y) for all possible values x of X. This
is called the —

Definition: Let X and Y be discrete random variables. The conditional probability
function of X, given that Y =y, is:

P(X=x | Y=y) = I7 (X And ¥y)
o P P(Y=49)

ﬁ'—?x_/_
We write the conditional probability function as:

£ (xly) = P(X=x |Y=9).

X1y

Note: The conditional probabilities fx|y(z|y) sum to one, just like any other
probability function: M SLM vy 0, s Y Fxeh .

SPX=c|Y=y) =3 Byyy(X=a)=1,

using the subscript notation Pgyy—yy of Section 2.3.
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We can also find the expectation and variance of X with respect to this condi-
tional distribution. That is, if we know that the value of Y is fixed at y, then

| i 7:'.-:7: r~

52

we can find the mean value of X given that'Y takes the value y, and also the
variance of X given that Y = y.

Definition: Let X and Y be discrete random variables. The conditional expectation
of X, given that ¥ =y, is

Prvry = BE(XIY-g) = 2 =& 1)
= 2w P(Xex 1Yy)

E(X|Y =y)is the mean value g X, Wk Y i fixe] b WIMJ,

— e X=eweght B (X |fz1lowm) = avenge et for pesple
) Y:L\M‘EIL\' “V"VV> eﬁ:ﬁ&léo@z Hglﬁlp f"“’f

Conditional expectation as a random variable

The unconditional expectation of X, E(X), is just a Al

eq. EX =60 or EX= Fl2.
The conditional expectation, E(X |Y =), is & nuwmbes Mmb\j 0N \j :

If Y has an influence on the value of X, then Y will have an influence on the
average value of X. So, for example, we would expect E(X |Y = 2) to be

different from E(X |Y = 3). of E(X]|Y- ’éOw\\ or LE.(X | Y- ,EOU“‘)_

We can therefore view E(X |Y = y) as a ae—""‘fbr“’" aj, \Ij ,
sey  E(XTY-9) = Liygy.

To evaluate this function, h(y) = E(X |Y = y), we:

1) f-,x \l/ oA Hie ClLosen value \‘j s

i) fank Hee /Ux]owh}%ox\ 4 X wlan T u Fixed o Hos valbne
/\LE (wa‘-jk\’\lf\ﬁjk\’ :3>

<9 E(X | Y= 160cm) k/
) L\:;ZOL\"J
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However, we could also evaluate the function at a random wvalue of Y:
i) obswrve o ardom valme T Y ;
i) Fx ¥ of Rk obseved random vede -
iii) [ valwate E( X ' Y = obseoved radom \/o»bv«.a>,
We obtain a fanAom voriable - L (Y) = Hl_ (X l Y)
The cordomniss Copna ’dfmm e voandomnegr i, Y Tor A X
]

Cond \Honal Mrzo{'ﬁ}‘?oa) E()(\‘()) [ \[‘MAOM
veridble with rordomness Iabvribed f"wm Y} not X,

1 with probability 1/8, éf

Exzample: Suppose Y = { 2 with probability 7/8 , &—

—

3 vith probability 3/4 ,
and, X |Y = {jth probability 1/4. 4—

@tional expectation of X given Y = y is a number depending on y: ¥
i(ﬁ \l'/: )) HA..b(\ X l (Y; i) - é 2 b\hf’L FNL /?_,

3 u?ﬂr\fﬂb Yy
&
Se E(lerl)rzzﬁ%+2*t: ._j:

T¢ V=2, dun X| (v-2) - E ¢ p3n

L oweop Ve
& 7
0 _ _ 3 . g
So E(X|Y-2) =442 4+6xL = 7

o _a)= & 97
S EONv=g)= b F

So E(Xl\(:-\")) PN nmgu-o&‘ro\au\j N Y /2. ,\aﬂw\bh'o,, ‘E}J
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Conditional expectation of X given random Y is a random variable:
18 e ;} Y:Z ( F/\aL ‘}/83

ll/ {S ‘0/‘°L il liHej)

not X'g.

So E(K]Y) s o cardom varialle,

The rondomness ia E(X|Y) 3 Inhoibed ﬂfv‘ow\ Y, not From X.

Conditional expectation is a very useful tool for finding the unconditional
expectation of X (see below). Just like the Partition Theorem, it is useful
because it is often easier to specify conditional probabilities than to specify

overall probabilities.

Conditional variance

The conditional variance is similar to the conditional expectation.
e Var(X |Y = y) is the variance of X, when Y is fixed at the value Y = y.
% e Var(X |Y) is a random variable, giving the variance of X when Y is fixed

at a value to be selected randomly.

Definition: Let X and Y be random variables. The conditional variance of X,

given Y, is given by

Ver (X 1Y) LE(XL\Y)H{E(XW)T |
= H;Zi (X-‘/MMYY' I"’E

[ e £>Cf>ujf7~H‘°") \/ar()(, \;’:\j) is o Alab oo a(e;noz/u{aj n Y
(o frnchion ot ),

Lbwreas Ver (X |‘1/> i a f‘ov\ﬂ{of\q './o\rrlaLLL tuiH, F&J\Apmw
iabe i bed From V.

1l
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Laws of Total Expectation and Variance

If all the expectations below are finite, then for ANY random variables X and
Y, we have:

Law o Tobl Expeckabion.
%}/ B0 - K, § E(XIY)\S @ !

Note we can pic ANY rv. Y, to palee Homag og 2egy oS
C ),
poss bl fer ourselves.

i Ef5007 - E, ¢ E(500 | SN

i) | Vo (X)) = [EY EDM(KIY)YS - V&r %E{XIY)} 4

[ aw dar Tokal Veriance .
Mo dwate by Shand o A notehon

Note: [Ey and Vary denote expectation over Y and variance over Y,

i.e. the expectation or variance is computed over the distribution of the random

variable Y. " Condomnese Inheribed ?Vo X
K MU‘/‘\ow "JOJ:JU While  flere ‘5 Mr\gjbu\tj PQ_SS‘;LLC_
The Law of Total Expectation says that tl, total ﬁuga\\jt s Heo

avuage cole -Ly - , ase —Lu—
V) "a’ ”\55' AVUArgLe (z,cscz(:jcmgﬁr
odn possille valng o D)
e The total average is  |& (X)

e The case-by-case averages are [ ( X | Y: J) ‘(For Aﬂﬁf{rm)’ J vl
e The average of case-by-case averages is Hao o\.ueﬁjz oV U ‘]/ JJ, He

~ chage muvﬂ\jlﬁ) E { QE(X )?S
T T~



. , - M with probability (/8
Example: Inthe example above, we had: E(X |Y) = { with probabili ty@

The total average is:

E(X3=EY§(E(X\YYS: %*j}“ + ’g*% = 42

Proof of (i), (ii), (iii): T\A@f’ O‘\j A or tey \jouﬂa\\/u

(i) is a special case of (ii), so we just need to prove (ii). Begin at RHS:

> g@)P(X =x]Y)

o m@) = >, [Zg(w)P(X =z|Y =y)
E“f / = > D g@P(X =z|Y =y)P(Y =y)

RHS = Ey [E(g(X)m} — Ey

PY =y)

= g@)> PX =z|Y =y)P(Y =y)
= Z g(x)P(X =) (partition rule)
= E(9(X)) = LHS.

(iii) Wish to prove Var(X) = Ey[Var(X | Y)] + Vary[E(X | Y)]. Begin at RHS:

Ey[Var(X |Y)] + Vary [E(X | Y)]

~~

E(X) by part (i)

= Ey {E(X*|Y) - (E(X|V)’| + {Ey { P - [EEE ] YMQ}

= By {E(X?|Y)} ~Ey{[E(X | Y)]?} + By {[E(X | Y)]*} - (EX)?

E(X?) by part (i)

— E(X?) — (EX)?

= Var(X) = LHS. O
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XY ~ Prisson (Y ) X=0

3.4 Examples of Conditional Expectation and Variance

1. Swimming with dolphins

Fraser runs a dolphin-watch business.
Every day, he is unable to run the trip
due to bad weather with probability p,
independently of all other days. Fraser works every day except the bad-weather
days, which he takes as holiday.

Let Y be the number of consecutive days Fraser has to work between bad-
weather days. Let X be the total number of customers who go on Fraser’s trip
in this period of Y days. Conditional on Y, the distribution of X is

(X |Y) ~ Poisson(uY). Sanhard nofmiron,
W~ v nSefnl

(a) Name the distribution of Y, and state E(Y) and Var(Y).

(b) Find the expectation and the variance of the number of customers Fraser
sees between bad-weather days, E(X) and Var(X).

(a) Ll?:]' ”_Sl«CC.e_f_f\\ L;e, L&\A'WQAIVLJ Ajj (rfol:. = a
Mﬁk U é-é\'llkft_“ la{ LJO(IQ"#‘L&\LJ (F[Og: I_f))

\'/ s tHe :ﬁtd’g\?(uﬁ (orl 04“ch) L(L&DFL H/‘-'Lé‘?“)f {nccess
(Q&Arueal’tu ”{@ .

So K|/’-./ C,Qomth-?c,( \0)

Se EY - 2 A Ver (YY= I-p g0l
r Pr lzr\ouui\j{/
&O ln/\f\hls\ &L_u,‘-

) [Jo wak EX.
We know EX = EY i E (X \Y)} Lo ca,:;?icwym_

Now X |‘7/ ~ Fo?&so/\(/v\Y) 3]\/0\
So E(XIY) = /1,\\(

J
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=B f oY

e Haw |\ e ‘u)r onee ;. e rfemove
= E Y /L\Jr 5 . \-J .
(- /A /l\) C e Mtﬁr\oij—doij{f SMLSJ'f’t” Y When We

‘___T__—S—/ okl\;/\u* el :)r o\:\j pmort | H,\.U'e’_f Jf\,\[j

Y lﬁ/({/J" /lOLnJ) So ne &\ML’;JMHU)
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= mEY
EX = m(e)  fohl expeckabion sf X
lD
.@:;r \f&f'()533

Vor(30) = E, fuar (X1 + Wog § E(XINT &
Ropos X ‘\I/ ~ Faissen (/AY) So E(x'Y) :/,\‘}/

| - ok Vor (X 1Y) Y
SKedr in @ Vo (X)) = ., %/AYi bV 8 ony

= mE(Y) 4 o Ver (¥)
=P (F) e () Fn )
f

Checking your answer in R: Pr /

If you know how to use a statistical package like R, you can check your answer

to the question above as follows.

> # Pick a value for p, e.g. p = 0.2.

> # Pick a value for mu, e.g. mu = 25

>

# Generate 10,000 random values of Y ~ Geometric(p = 0.2):
y <- rgeom(10000, prob=0.2)

# Generate 10,000 random values of X conditional on Y:
# use (X | Y) ~ Poisson(mu * Y) ~ Poisson(25 * Y)
x <- rpois(10000, lambda = 25xy)

V V V V V V
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> # Find the sample mean of X (should be close to E(X)):
> mean (x)

[1] 100.6606

>

> # Find the sample variance of X (should be close to var(X)):
> var(x)

[1] 12624.47

>

> # Check the formula for E(X):

>25 % (1 -0.2) /0.2

[1] 100

>

> # Check the formula for var(X):

>25 % (1 -0.2) x (0.2 +25) / 0.272

[1] 12600

The formulas we obtained by working give E(X) = 100 and Var(X) = 12600.
The sample mean was T = 100.6606 (close to 100), and the sample variance
was 12624.47 (close to 12600). Thus our working seems to have been correct.

2. Randomly Stopped sum RATIONAL BANK OF REMUERA

This model arises very commonly in stochastic

processes. A random number N of events occur,
and each event ¢ has associated with it some cost,
penalty, or reward X;. The question is to find the
mean and variance of the total cost / reward:

T =X1+Xo+...+ Xuy.

The difficulty is that the number N of terms in the sum is itself random.

Ty is called a re~donl S‘}n)o]ouk S S A Summ 3 X;’g
2

rw\lom\\j S}Oﬁ:u{ at N rondom nwv\g{,rsaﬂa N fome.

FExample: Think of a cash machine, which has to be loaded with enough money to
cover the day’s business. The number of customers per day is a random number
N. Customer ¢ withdraws a random amount X;. The total amount withdrawn
during the day is a randomly stopped sum: Ty = X; 4+ ... H

rand o S‘Jro‘o -‘7({-
Hals Swn
(N toms, N is vaulam)
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Cash machine example

The citizens of Remuera withdraw money from a cash machine according to the
following probability functj :

Amount, = (8) |(50) (100 (20
P(X =z) |03 05 0.2
The number of customers per day has the distribution w

Let Ty = X1+ X9+ ... + Xy be the total amount of money withdrawn in
a day, where each X; has the probability function above, and X;, Xy, ... are
independent of each other and of V.

Ty is a randomly stopped sum, stopped by the random number of N customers.

— (a) Show that E(X) = 105, and Var(X) =2725. &Xvule.

_> (b) Find E(Ty) and Var(Ty): the mean and variance of the amount of money
withdrawn each day.

Solution

(a) Exercise.

0) Lotk Ty = 2 Xi . If we batw bow many bms oo in e som

L=

(e N, e oow'kal eas}b fi,nz{ E(!—,\j) and Ver (T,\J) ~S He Mmoo

o\/\o{ Vel ael 36/ o Sk 06? ]ndt%{/\é(u\;\' r.v.S, So ”P{‘Qh,w[“ We lQ/]m,J
L\OVJ ,N\W\j ‘!"UMJ ot A HAL SMM) e . CJJ/\/L'\HO/\ on [\J

__# o E()(,+,___+)(N ‘ [\|>

- E ()(1 +....+)(N> biol,:\irfm'{\r‘ s »f‘uvllogrwb wnsidkued

becomee 2l X are ;Ai,e,fu\lbj-
Oa* N.

'EMEWS:‘&:"’:_‘) W'y A
cole as romporar Conshmt
M)\‘ \'\0)( l,-\s».'u\\\/j M\J &\Jw
3Mea\f)f on W‘\\D 0’6' How Y\lls‘

Ao NOT hneedk
= E(G) + ECK) -+ E(X) ndep endance o
Nox EX  Lecamse all Xi'c bwwe fo o dor Mo

Serme Mmean

)
&
iz
( |

[0S N

\/\.f-—-——L}ﬁ-“-—-'
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Ver (T INY) = Vor (X, 4+ +X,\)|M)

VoJ"(X 4. +X;\J) whare N i Gagdoed Car\&wx}(
—becamge all X{s e ""(’T)f 5& N

= Ve (YH) 4 Vﬂf 1,) + 4+ Ve (K,\') L)\_lj I&OL({JU\OLU\C{, G’& X;;_S'
= [\J VJ(X) (a»[k XL f_q [,\w\/{ Searng VJ;MCL>
Vor (TN) = 2325 N

Se E(T)) - é,\,/jf(mm“s
- I { 105’r\|\j , B
= |05 E(I\D N~ Po7ss0n (>\3 |
E(T,\J):'OS‘X '-‘-PLE!\J-'\/CIN:A
b
Similtly, Ver (T, = B §Ver (T, )N)} + Ve § E (T, lm)’s
FE, {2msNY + Yy ¢ los N
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= 2325 EN + (05 Ve (N)
= 232 N+ 11025 N\

) sl N Lo

\'nf.m i Vet SR

N(0,") wve N \’_%cv\s’mmﬁ’x N
/ M/*/ il 2; codts Hon

{&0"&\'\ ca\lcwlabion To /O&m& announk D’& Mor\\j (IN) Suﬁ-\u_m\- éo,-
T+ 5 L g Aa«og Lusiness, s
ool & JE (JM) + lﬁém
Serp N= b on campus
= ek §12,37) po Aoy in moduine To Cover maads T35 fie,
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Check in R (advanced)

\2

# Create a function tn.func to calculate a single value of T_N

\4

# for a given value N=n:

A\

tn.func <- function(n){
sum(sample(c(50, 100, 200), n, replace=T,
prob=c(0.3, 0.5, 0.2)))

# Generate 10,000 random values of N, using lambda=50:

N <- rpois(10000, lambda=50)

# Generate 10,000 random values of T_N, conditional on N:

TN <- sapply(N, tn.func)

# Find the sample mean of T_N values, which should be close to
# 105 *x 50 = 5250:

mean (TN)

[1] 5253.255

> # Find the sample variance of T_N values, which should be close
> # to 13750 * 50 = 687500:

> (TN) V4
[1\]7a282469.4 how sccwate g Rad rongh 97 -57% calc”

— .Jf\jo+' 173.0°% covuage in K xemple
All seems well. Note that the sample variance is often some distance from the
true variance, even when the sample size is 10,000. pr v{?’f\b 9e od .

V V V V V V V

General result for randomly stopped sums:

Suppose X1, X, . .. each have the same mean ;1 and variance o2, and X, X, . . .,
and N are mutually independent. Let Ty = X; + ... + Xy be the randomly
stopped sum. By following similar working to that above:

&/
E(Ty) = E {z; X } HEWY) = E(COE) @g?i»%%

N (u&{A\}a
| B G 2 Stz 32
Var(Tw) = Var{“ XZ} = CEM N | A2
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. . . (Noke; nGB, E(fime'ts Ceac A)=do
3.5 First-Step Analysis for calculating expected reaching times Lecomge e
M?j‘zxk’ﬂh/tfj{_(é’m
Remember from Section 2.6 that we use First-Step Analysis for finding the )
probability of eventually reaching a particular state in a stochastic process.

First-step analysis for probabilities uses conAiRonal pro L aL?l;\}j e e
ParbiBon Tluor om C(_a.u 06(, Totel Prokml.?('\h)\,

In the same way, we can use first-step analysis for finding the 2xpe chedvea d«l\r\j
Fime for o Shate .

This is the expected number of steps that will be needed to reach a particular
state from a specified start-point, or the expected length of time it will take to
get there if we have a continuous time process.

Just as first-step analysis for probabilities uses conditional probability and the
law of total probability (Partition Theorem), first-step analysis for expectations

uses Cona{'\*:of\%\ ikfao{'ﬁ]\on M"k 1’L~{ [ aw '6' ’T;’h"l g?(rb{Cﬁz”JD/\.

First-step analysis for probabilities:

The first-step analysis procedure for probabilities can be summarized as follows:

TP(( verbual JOAl) = L TP(EVU‘\""“k OFHMU ﬂ) (%’ﬁon) _
fintoste I
ophiong — ) o

This is because the first-step options form a Pc\/‘i—w Ron da~ e Som F\c S{aa\q .

First-step analysis for expected reaching times:

The expression for expected reaching times is very similar:

LL__ ((ﬂf\_d,\f,\_ 'Hf‘f\e_) = E (;f‘{omd,\?n hm‘ 0(““%) ﬂj (O ‘Haa)l
= (Cending ) _ S r
/ TF"L(}’—S}L‘D

Of’ 7k.i°/\J
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ZQ

w of total expectation:

0T ELEXD) - ZE(In)R0y)

D

This follows immediately from the

Let X be the reaching time, and let Y be the label for possible options:

e Y=1,2,3, . for Frt-step ophons 12,3, ..
We then obtain:

E(X) = Z E(X]Y-y) P (v=y)

2 .

E c '/"\ (iif:,{’”,\\j 9 HO ) P “O/\
((M L\J S f“r_s\r Srep ' l Ve —_ (_O_Ph )
oIo}-woA_s

Example 1: Mouse in a Maze

A mouse is trapped in a room with three exits at
the centre of a maze.

e Exit 1 leads outside the maze after 3 minutes.
e Exit 2 leads back to the room after 5 minutes.

e Exit 3 leads back to the room after 7 minutes.

Every time the mouse makes a choice, it is equally likely to choose any of the
three exits. What is the expected time taken for the mouse to leave the maze?

L(L‘{” X: 'HML +‘\'¢M ’(]for MouSe Exit 2

'{"o {Lﬁ\\/L Mm}t) Q#TJ-[.T:j f‘fﬁ'/\/\ 5 mins “@- 1/?
Room (L. ~  Room 3r3nins Exit 1
Lok Y < exit thae pouse cliooses 72_“”5 @

UL}LS} (_l} L, er 3) Exit 3

Weak 1 E (XY |
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T miag 9;2"5— i (X)

=3
CondiBonk ExFe Fobion Notabon . tse S metod {er MAJ\CJ"MAA\'j
L?l/\:\' NOT éfor jolv}tj‘

{1

ECO - E, § E(X 1Y)
- S E(X | Y-y) P(Y=9)
Y=

CEGO) = EXIY-D AL+ EOC|Y)ed + EX|Y=2)4L (B

Now: E(X |Y=1) :@“7ﬂ£ (exit 4 Sh[ca: et 3m“vg>
v ming, W' Ca to
E (X | Y:Z> :@"‘ EE(X) (ﬂds;%d”%ﬁw’; skl lé)(d:n avuage
7°

E(X]y-3)- ®+ E(x) (frv Fmins, bade fo sharf ),
So E()=3+%L + (S+EX)L + (—.;J_@().E

= EX = 1§51 3 2 [EX
3 3
= —,L; EX = é;ﬁ |5~

—

—

Notation for quick solutions of'first-step analysis—problems«

As for probabilities, first-step arﬁl?s&s for expectatiom on a good notation.
The best way to tackle the problem above is as follows. L

Dt({':”" My < H:'(HM Fo (eowe mMaze | st ok Skt R (Roow))

FSA . g - ‘3'5"@ t 3 @%3 +ﬁjr+mj

=) Mp = h;/\a:,\mf-g oy ‘L,ta’g,fa_ /

/

g /
TE you forrek fo add Ha “cost™ for ench shep (Liks ingreen’) youll
aCCIMPh\gDLgU:\O\':j ~ FSA fer probel’ [Lhes, oA 50‘«‘“ gk He M.Sw{f\jj_ )
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Example 2: Counting the steps

The most common questions involving first-step analysis for expectations ask

for the expected number of steps before finishing. The number of steps

is usually equal to the Nl aar AT oS trayused d}iwam He cwrent
\S-]"&!r(,. +o H,\p_, b\dk

The key point to remember is that when we take expectations, we are usually
COW\l(\C/) _SOML’HA:.,:j-

You must remember to add on Whakevs we o C’/"l"‘\""":j) to bue{j
S ,‘—a,f; {'ald—?/\ .

3
The mouse is put in a new maze with Q )5
two rooms, pictured here. Starting from Room 1 1/3
Room 1, what is the expected number of A

steps the mouse takes before it reaches 1/341’_ 13 EXIT

the exit?

(Rﬂ“%D e
B DLEM notodon l,c;\’” 13

M, = J_E( #S}‘Q?JZ J‘o %Ar\n\q\,\ ‘ S‘}‘CJ‘»\' A @00{\-\ i)
M, = ]]:_( q':l?&}cfu to sl | S “ 2)

|

. low
D A eqpes o0t AT G

|:é7‘f| + é(|+M‘)+—é(|+mL> @
4
kS

+* | —l——&l(]-J—Mt) + é(]_le) @

Usnally slve by Sivm [Fago s equabiong BUT in flus case
ﬁlmeM'-CHoA \76/ @ aA_ﬁk zSL_ﬂ\.U IMMLAN""{-L\LJ "L.m\’ M‘:M‘z,-

SQ @:> 3Mi = 3 _+_ 2./1’\'

= m, = 3 34’6113. Anjwd KLTATFA.

B ——

Also , m, = M, =3 Skeps.
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Incrementing before partitioning
In many problems, all possible first-step
options incur the same initial penalty.
The last example is such a case, because
—) JKVU\D possille OFHOA ndds 1 SH’f
(ie. 1 errow) o Hwe tohsl fﬁ'shfj 1—-40_4,\_<

@ case where all steps incur the same penalty,
there are two ways of proceeding:

1. Add He p—v\nlb onfe eada OPHO/\ sae‘.w\nﬂhb
Mmo= 2l '3L"‘(‘+"".) + —é*(l+m?)

2. (MS\A&\\\b ;Vq? o\uf) AAA e cﬂ/\&\b onee PYSR (NS ':;{JTnnlr:j:
tf ry\a}( _ 1
’ﬁ’a\?:\-‘;‘”;;‘;ﬁ) Mm, = 1 + JS_*O + <M + :_Slm?_
\

LA
0 In each case, we will get the same answer (check). This is because the option

F__..f? probabilities sum to 1, o0 1n Met.od 1 ve are owuv /é +—é+é) 7]:__1
~ D)
JusY oS e at ia Melliod 2

3.6 Probability as a conditional expectation

Recall from Section 3.1 that for any event A, we can write P(A) as an expecta-
tion as follows.

1 if event A occurs,

0 otherwise.
\_J

Define the indicator random variable: 4 = {

Then E(14) =B(La=1) =P(4).  §3

We can refine this expression further, using the idea of conditional expectation.
Let Y be any random variable. Then

T Aicode gr cks.

PR - B(T) - E, {E@IN] O
((,NJ od' Totad Q;(ng-,_,}-;o,)
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B (T, [Y) = ;( P(z,-r \Y)
- O*P(Ij/ )+ L+ P(I )

= P(T,=1 1Y)
= P(A 1Y) ®

Thus (SV\LS} @ \ato @) ;
P E, § BTN = B PRINT

This means that for any random variable X (discrete or continuous), and for
any set of values S (a discrete set or a continuous set), we can write:

[,'?/J\' p‘: ét)( G_.S?B a?pr 6_\/_\__3 v X
e for any discrete random variable Y, ’
O Aikon Tl

P(Xes) = ZTPXeSI\/;g)P 00
o« PN - T PRI )Py [ As2

e for any continudus random variable Y, q Q2L
oY

P(XeS) = § PXeSTY-5IF 15y 4,
or (P(‘Q) = \L '/P(A ‘ \I/:\j) ff‘\j/ (\j)i(j “likee o Parkbion Tom

dﬁor Continuotyg /v .S
Example of probability as a conditional expectation: winning a lottery

Suppose that a million people have bought tickets for the
weekly lottery draw. Each person has a probability of one-
in-a-million of selecting the winning numbers. If more than
one person selects the winning numbers, the winner will be
chosen at random from all those with matching numbers.




L hole Moijsri_s Fale es Ptaa 'n Hee S&wmr)l.e_ Sloau',
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R N = {W%H’M\’j Heelb can L“‘-PP‘U‘ wilh Hese  [millon 0THERS i

You watch the lottery draw on TV and your numbers match the winners!! You
had a one-in-a-million chance, and there were a million players, so it must be

YOU, right?

Not so fast. Before you rush to claim your prize, let’s calculate the probability
that you really will win. You definitely win if you are the only person with
matching numbers, but you can also win if there there are multiple matching
tickets and yours is the one selected at random from the matches.

Define Y to be the number of OTHER matching tickets out of the OTHER 1
million tickets sold. (If you are lucky, Y = 0 so you have definitely won.)

— [

having the winning numbers, then Rinln,p)

Y’V Poisson (fD ﬂfﬁ/axim‘\hb. e o~ Poiscon(np)

[ If there are 1 million tickets and each ticket has a Q_I_lg—in—a—million chance of

r(f N=yvo, PS>0, N "
The relationship Y ~ Poisson(1) arises because of the Poisson approximation ~**”

to the Binomial distribution. S’MJ((U) Ym/ B ( Imillio s S ) uc«d’l:j)

ol on

Lk flas ic VERY close to Y~ Fo?s_gaa(:)
(a) What is the probability function of Y, fy(y)?

9 -
E(n-Plr=)y- € - L, 4.0,
| ) vk Cry! e |

(b) What is the probability that yours is the only matchir:g)ﬁcket?

HD(MJ MAer'\ s o/\\lj om?,) = P(Y: O)_—; &_‘_ —

)
ex0! e

<0348

(¢) The prize is chosen at random from all those who have matching tickets.
What is the probability that you win if there are Y = y OTHER matching

tickets? L - L
t\f):OOHJJ = P(W]T:o):i S~ %I E

=1 oty %fP(wW;.):% WWIY:D): lL ,
y=2 = = I'P(wﬁ":z):_é_ /vb L
et Y oflus Me




70

(d) Overall, what is the probability that you win, given that you have a match-
ing ticket? .
}/r\/ Fmss.on (l)

P - E ¢ POwly)
- i P (W] Y::Dﬂ)("/:b)

= © N~ N~ T

f{om (C) ?"’M(“)

2 (EN(E)
Saas Lf/:
§

|

L

! ! 2! 3

= | oo _,___.\_._
9+ UZJ{' 0!

\\jso

Disappointing?
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3.7 Special process: a model for gene spread

Suppose that a particular gene comes in two variants (alleles): A and B. We
might be interested in the case where one of the alleles, say A, is harmful —
for example it causes a disease. All animals in the population must have either
allele A or allele B. We want to know how long it will take before all animals
have the same allele, and whether this allele will be the harmful allele A or
the safe allele B. This simple model assumes asexual reproduction. It is very
’s_i_r_n_i_l_ar to the famous Wright-Fisher model, which is a fundamental model of

population genetics. e '.@)\
Assumptions: W-F-m:
1. The population stays at constant size N for all generations.

2. At the end of each generation, the N animals create N offspring and then
they immediately die.

3. If there are@arents with allele A, and\ AL — ») with allele B, then each
offspring gets allele A with probability/z/N and allele B with 1 — x/N.

4. All offspring are independent.

Stochastic process:

The state of the process at time ¢ is )(k = te Nnumnber Ja— cnimals WiH,
alele A wt gewrshion €.

Each X, could be 0, 1,2, .. ) N. The state space is {0,1,2,..., N}.

v &
Distribution of [ X1 | X; ]

¢ime & Suppose that Xy = x, so x of the animals at generation ¢ have allele A.

time Each of the N offspring will get A with probabﬂity% and B with probability’-%'

k4
N A ’\"l-"-f’)( %f‘m/:j) e dn jd’ IDY L. ]0 . Lot X{:_hu#l?ﬁd‘a@ LJLw\jUrA,
Thus the number of offspring at time t+1 with allele A is: XH‘ N 6:/\0,«4] _7_(__3
) ,

We write this as follows:

[ Xew | Xz )~ Binomidd (N =

o (K IX) ~ B (N, X, X
M E(x{ﬂ | X{,) Nﬂ‘ = X_t,
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If
[ X¢41| Xt =2] ~ Binomial (N, ﬁ) :

then

) !
T R T T

Example with N = 3

This process becomes complicated to do by hand when N is large. We can use
small N to see how to use first-step analysis to answer our questions.

Transition diagram:

Exercise: find the missing probabilities a, b, ¢, and d when N = 3. Express

them all as fractions over the same denominator. /\?w{w

L\A«{/c A

p, X/

Probability the harmful allele A dies out \e. (/\ﬁls ot s ke O.

Suppose the process starts at generation 0. One of the three animals has the
harmful allele A. Define a suitable notation, and find the probability that the
harmful allele A eventuallm

' 5 Use + SA

Exercise: answer =2/3.

© 0 &8 8- m

V0N u\ml\\\.,) .

- |00

2 Q- .
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Expected number of generations to fixation

Suppose again that the process starts at generation 0, and one of the three
animals has the harmful allele A. Eventually all animals will have the same
allele, whether it is allele A or B. When this happens, the population is said to
have reached fization: it is fixed for a single allele and no further changes are
possible.

Define a suitable notation, and fad-the expected number of generations to
fixation. @

Exercise: answer = 3 generations on average. =23 &?—Ji—:j 4 X,<|.

¢ )
(9 O - ---- (9

Things get more interesting for large N. When N = 100, and x = 10 animals
have the harmful allele at generation 0, there is a 90% chance that the harmful
allele will die out and a 10% chance that the harmful allele will take over the
whole population. The expected number of generations taken to reach fixation
is 63.5. If the process starts with just = 1 animal with the harmful allele,
there is a 99% chance the harmful allele will die out, but the expected number of

_generations to fixation is 10.5. Despite the allele being rare, the average number
of generations for it to either die out or saturate the population is quite large.

Ass 2 Q2 ¢ ¢
Note: The model above is also an example of a process called the Voter Process.
The N individuals correspond to /N people who each support one of two political
candidates, A or B. Every day they make a new decision about whom to support,
based on the amount of current support for each candidate. Fixation in the
genetic model corresponds to concensus in the Voter Process.

® ec 0 o <o o [N\[=(0

@ T &



