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KING FAHD UNIVERSITY OF PETROLEUM & MINERALS
DEPARTMENT OF MATHEMATICS AND STATISTICS
Term 121

STAT 211: BUSINESS STATISITICS I 

Second Major Exam 							Sunday December 2, 2012


Please check/circle your instructor’s name 


□ Al-Sabah  				□ Saleh			.




Name:					                   ID #:                                   Section#



☺Important Note:
    Show all your work including formulas, intermediate steps and final answer.





	[bookmark: _Hlk151690267]Question No
	Full Marks
	Marks Obtained

	1
	5
	

	2
	8
	

	3
	4
	

	4
	5
	

	5
	12
	

	6
	6
	

	Total

	40
	





1) A store owner is interested in the relationship between the price at which an item is sold, and the customer’s decision on whether to buy an extended warranty. The following table gives the joint probabilities
	
	Customer’s Decision

	Price
	Purchase Extended Warranty
	Not Purchase Extended Warranty

	Regular
	0.21
	0.57

	Sale
	0.14
	0.08




i) What is the probability that a customer who bought an item at the regular price purchased the extended warranty?						(2 pts.)






ii) What percentage of customers buy an extended warranty?			(1 pt.)





iii) Are the events, A= “Buy at regular price”, and B = “Purchase extended warranty” independent? Explain								(2 pts.)








2) You are trying to develop a strategy for investing in two different stocks. The anticipated annual return for SR1000 investment in each stock under four different economic conditions has the following probability distribution:

	
	
	Return

	Economic Condition
	Probability
	Stock A
	Stock B

	Recession
	0.1
	-150
	75

	Slow Growth
	0.2
	0
	175

	Moderate Growth
	0.4
	60
	30

	Fast Growth
	0.3
	200
	-100



i) Find the expected return for each stock.						(2 pts.)





ii) Based on the expected return which stock do you prefer, and why?		(1 pt.)	




iii) Find the standard deviation for each stock.					(4 pts.)







iv) Based on the standard deviation which stock do you prefer, and why?		(1 pt.)


3) The probability that an invoice contains a mistake is 0.1. In an audit, a sample of 10 invoices is chosen from one department.
i) What is the probability that at most two incorrect invoices are found?		(3 pts.)






ii) How many incorrect invoices do you expect to find?				(1 pt.)





4) Screws are produced in lots of 20. If a lot contains 6 defective screws, what is the probability that a sample of 5 will contain 
i) Exactly one defective screw?							(2 pts.)






ii) Two or more defective screws?							(3 pts.)


5) Invoices at a particular store have amounts which follow a normal distribution with a mean of SR 103.6 and a standard deviation of SR8.75.
i) What percentage of invoices will be over SR120.05?				(3 pts.)





ii) What percentage of invoices will be between SR83.65 and SR117.6?		(4 pts.)







iii) What will be the invoice amount such that 25% of invoices are for greater amounts?												(3 pts.)








iv) Above what amount will 90% of invoices lie?					(2 pts.)


6) On an open book exam 60% of the class will search through the text looking for the answer. The remaining are well prepared and do not need the text. Students not using the text get the correct answer 75% of the time, while those using the text get the correct answer only 25% of the time. Find the probability that
i) A graded exam will have the correct answers.					(4 pts.)




















ii) [bookmark: _GoBack]A student who got the correct answers used the text.				(2 pts.)
