EXERCISE 4

The Mutual Fund manager manages a pool of investments made on behalf of people who share
similar objectives. The manager makes the decision to buy and sell individual stocks and bonds in
accordance with specific investment philosophy.

Why are some mutual fund managers more successful than others? One possible factor is the
university, where the manager earned their Master of Business Administration (MBA).

Suppose that a potential investor examined the relationship between how well the mutual fund
performance and where the fund manager earned their NBA.

After the analysis, a table of joint probabilities was developed.
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1) Whatisthe probability that the mutual fund outperforms the market, and its manager did
not graduate from a top 20 MBA programme?

2) What is the probability that a mutual fund does not outperform the market and its manager
graduated from a top 20 MBA programme?

3) Calculate the marginal probabilities.

4) What is the probability that mutual fund managers did not graduate from a top 20 MBA
programme?

5) Suppose now that we select one mutual fund at random and discover that it did not
outperform the market. What is the probability that a graduate of atop20MB a
programmer manages it?

6) Determine whether the event that the manager graduated from a top 20 MBA programme

and the event they found outperformed the market are independent events.




A, p
A: YBA PROGRAM < =20

Sncany
ON  TO
B = Mutvac  Fomb T Fzo

\\ B, Mt ouTPeRporMs

Bz_ HF DOES »0 T

o OUTIERORM S
A0 QCL MARKET
OUTPHKRF . NOT OUTRRF
B.| B, / -
109 LO A, O 0.29\ To

MANR G INAC
\V\«’u\) :




B .
~ PRO

I TVLONA)

D

N

) co

5)

TP ROB
s oless
8,)
Al
JQ(A.

&5}
HARG PR
<) - P(B.)
8.) -
PI/(A|} 2;9 - @346

] f;&&%

1S NROE IF
— TH)S

- P(A,)

AB)

£) Pr(

Daw T
&N

Rz \NDsP

A

AR

E VE

P (A "B{ _—
P(AIB) -

P (8) ’
s
P(A) -

0.



