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6. According to Investment Digest, the arithmetic mean of the annual
return for common stocks over an 85-year period was 9.5% but the
value of the variance was not mentioned. Also 25% of the annual
returns were below 8% while 65% of the annual returns were between
8% and 11.5%. The article claimed that the distribution of annual
return for common stocks was bell-shaped and approximately
symmetric. Assume that this distribution is normal with the mean
given above.

(a) Find the probability that the annual return of a random year will be
between 7.5% and 11%. (5%)

(b) Find the probability that the annual return of a random year will be less
than 11.5%. (5%)

(c) What is the value above which will account for the highest 25% of the
possible annual returns? (5%)

7. The quality control manager of Green Bulbs Inc. is inspecting a batch
of energy saving compact fluorescent light bulbs. When the production
process is in control, the mean number of bad bulbs per shift is 6.0.

! (a) What is the probability that any shift being inspected has produced 4.0

bad bulbs? (5%)

(b) What is the probability that any shift being inspected has produced at
least 6.0 bad bulbs? (5%)

(¢c) What is the probability that any shift being inspected has less than 5.0
or more than 8.0 bad bulbs? (5%)




