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The Mathematics of Decision Making: A Model for Collaboration
Between Mathematics and Other Fields

McCallum, William Thompson, Richard Lamoureux, Christopher Hughes-Hallett, Deborah

University of Arizona, Tucson, AZ, United States

v Abstract

Each year, hundreds of thousands of prospective students in business and public administration (BPA) degree
programs take required mathematics courses because they need to learn to use mathematics effectively in making
decisions. However, this need is often not addressed by the traditionally required courses. The main goal of this
project is to produce materials that convince students that mathematics and modern computer technology are
valuable tools in solving realistic problems and to teach them to utilize these tools effectively. We plan to develop,
site-test, and nationally disseminate an archive of substantial, technology-based case studies (a realistic scenario
which can be used to introduce the mathematical content) in the mathematics of decision-making. These will take
between a few days and a few weeks to teach, and can be used instead of or in addition to a text. Each case study will
be developed by teams consisting of faculty from mathematics and BPA, to be chosen from around the county. The co-
Pls Thompson and Lamoureux, in a partnership between the University's Department of Mathematics and the College
of Business and Public Administration, have produced case studies on whether to foreclose a commercial loan or work
out an arrangement with the creditor, and on how to price a stock option. Hughes Hallett, in collaboration with E.
Connally of Wellesley College and faculty at Harvard University's Kennedy School of Government, has produced case
studies on the Austrian state pension system, population projection using US census data and data from the CIA
World-hook, and water flow in the Charles River using data from the US Geological Survey.
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' IThe Course Homepag#

Most of your course information fofath 1153 Business
Mathematics | will come from theCourse HomepageYou can access this
web site at

http://business.math.arizona.edu/~busmath

or by clicking on anyCourse Homepagbox.

Course Homepage

What is on th&€€Course Homepade Here is a partial list.

x Generalnformation aboutBusiness Mathematics andll .

x Readiness exercisdg let you know if you have the necessary
computer skills for the course.

x Current coursénnouncements Be in the know! Check this

regularly.
(material continues) m
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The Course Homepagepage 2

x Study guidesand their solutions.

X Homework solutions

X Policies, team assignment, and project informatjg@rovided by
the instructor of your individual section bfath 115a

The last item is of particular importance. Each sectiddusiness
Mathematics Ihas its own page on the course web site. Your instructor will
use this to keep you informed about activities in your own section.

Explore theCourse Homepagaow and check it regularly during the
semester.

Course Homepage (material ends)
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n Textbook Information

MATHEMATICS FOR BUSINESS
DECISIONS PART 1

Math 115auses the Alternative Edition,
Release 1.5a, of the electronic tBkdthematics for
Business Decisions Part, by Richard Thompson,
Christopher Lamoureux, and Pamela Slaten. This is
copyrighted by the Arizona Board of Regents and is
published by the Mathematical Association of
America.

Copies of the ¢ext can be purchased from the University of Arizona
bookstore. The material consists of a sdR@iverPoinf ExcelandWordfiles,
along with many links to streaming video and internet sites. It is packaged a:
boxed softwargwith aninstallation CD and aStudent Notebookcontaining
screen captures of all of tiR®werPointslides. The CD can be used to install
all of the etext files onto a computer hard drive or as a way to run the files
directly from the CD drive on any computer.

Course Homepage (material continues) m
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I Textbook Information: page 2

SYSTEM REQUIREMENTS

Mathematics For Business Decisions Partill run on PC's with
Windows 98&r higher; andxcel PowerPoint andWordfrom Microsoft
Office Suite 2000r higher. It inot designed to run on thdacintosh
platform. Some people have found that the course files run acceptably on
Macintoshcomputers, others have had major problems with that operating
system. Use the texts dacintoshsystems at your own risk.

USING THE CD-ROM

Running From The CD

1. Place the course CD into the CD drive and allow time for the
computer to recognize the CD.

2. Left click on theVly Computerdesktop icon, or expand théy
Computerfolder inWindows Explorer

3. Right click on the icon for the drive containing the course CD, anc
then left click onOpenin the pull down menu.

Course Homepage (material continues) E
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' I Textbook Information: page 3

4. Double left click on the subfold®fBD Part 1a and then double
left click on Its subfolde€ourse Files Alt

5. Select and open ti®werPoint Excel or Wordfile that you wish
to view. If you are usin§owerPointfrom Microsoft Office 97and will be
following links to Excelor Word, open these applications before starting a
PowerPoinffile.

Installing On A Hard Drive

1. Place the course CD into the CD drive and allow time for the
computer to recognize the CD.

2. If the CD does not open automatically, clickSiart, then on
Run. Select the filestart.exeon the CD drive, then click onK.

3. When the splash page of the CD appears, clicksiall to Hard
Drive, and follow the orscreen instructions.

4. Read théicense Agreemerand, if you are willing to accept its
terms, continue.

Course Homepage (material continues)
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yr I Textbook Information: page 4

5. Accept the default installation folder\MBD Part 1, or click
Changeto install to a different folder.

6. Use the/ly Computerdesktop icon o¥Windows Exploreto open
the subfoldeCourse Filesin the folder that you have just installed. All of the
files for your etext are in this folder.

Complete instructions farstoringor uninstalling the files are given
the file Exploring MBD Part 1. This is available in eith&vordor PDF form
In the folderRead First

The main content dflathematics For Business Decisions, Part isa
In threePowerPoinffiles MBD Part 1a.ppt MBD 1 Proj la.pptandMBD 1
Proj 2a.ppt These, and all other instructional files, are located in the folder
Course Files Alt MBD Part 1la.pptis the starting point for study of the
material. It contains information about the course and its project structure.
There is also an extensive section on how to use the electronic text effectivel
and a selgrading test over the necessary prerequisite computer skills. All
parts of the file may be accessed from links if#sle of Contentsor located
with its electronidndex.

Course Homepage (material continues)
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' I Textbook Information: page 5

COPYRIGHT & REGISTRATION

The textMathematics for Business Decisions Parisl.copyrighted
by the Arizona Board of Regents for the University of ArizoAay copying
of the Installation CD, the individual gext files, or the Student Notebook for
use by an individual other than the purchaser is a violation of this copyright.

Since the Mathematical Association of America is a not for profit
organization, the-gexts are sold at lower prices than would have resulted fromn
commercial publication. Any royalties paid to Professor Thompson on sales ¢
the material at the University of Arizona will be transferred to the University
for further development of the project to benefit business students.

For more information on thetext visit its web site
http://business.math.arizona.edu/MBD/mbd.html

Course Homepage (material ends) W
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I Math 115a Files

In addition to the d¢ext, Mathematics for Business Decisions Part 1
you will use a set of files that apply specificallyMath 115aat the University
of Arizona. Your individual instructor may also create course files for you to
download or copy. These will contain information that applies only to your
section of the course.

To download théMath 115aFiles, go to theCourse Homepagand
click onBusiness Mathematicsih "Business Mathematics I: COURSE
INFORMATION", then click onFILES in "Download FILES foMath 115a
at the University of Arizona." The download will be a s®ifracting Zipped
file, M115a.exe Save this in a folder or on the Desktop, then double click on
the file to extract the full set dflath 115afiles.

TheMath 115aFiles and other course material can also/legvedor
copiedonto aZIP Diskor CD from a computer in tHaeformation Commons
In the Integrated Learning CentécC). For directions, click on

ILC Bus Math Files.ppt.

Course Homepage (material continues) ‘
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I Math 115a Files:page 2

The following files are needed fikath 115aat the University of

Arizona.

PowerPoint
UA Bus Math I.ppt

ILC Bus Math Files.ppt

Word

Study Guide 1.doc
Study Guide 1 Solutions.doc
Study Guide 2.doc

Study Guide 2 Solutions.doc
Team Contract.doc

(material ends)


http://business.math.arizona.edu/~busmath
ILC Bus Math Files.ppt
Study Guide 1.doc
Study Guide 1 Solutions.doc
Study Guide 2.doc
Study Guide 2 Solutions.doc
Team Contract.doc

I Interactive Tutorial

An interactive, basic level tutorial program is available on computers
In the Integrated Learning CentdrC. This is aPowerPointpresentation,
using animations, links téxcel and voice narration to help you get started
using your computer text. The tutorial shows how to get the most benefit fror
your course material, by the effective use of bothtin@ing andnon-
running modesof PowerPoint

Topics are described with both audio and visual presentations, and a
then illustrated with animations. The presentation pauses while you practice
the new operations. A small amount of time spent with the tutorial may help
you avoid some of the problems that can occur with the use of unfamiliar
software. All of the material is presented atay basic levelassuming no
prior experience witfPowerPointor Excel

For directions on running the Interactive Tutorial, click on

ILC Bus Math Files.ppt.

Course Homepage (material ends)

Menu



ILC Bus Math Files.ppt#1. Title
http://business.math.arizona.edu/~busmath

I Ccourse Policieﬁ

FALL SEMESTER, 2005

The following items apply tall sections oMath 115aat the
University of Arizona. Office hours, assignments, final examination locations
and other matters that apply to individual sections of the course are listed
under 1 nstr ucdcobuseBomeppgeges 1 n t he

Kick -Off. TheEller College of Managemens holding a Kickoff for this
course onWednesday, September 7 at 5:00 p.m. in ILC 1&@h a
makeup session on Saturday, September 10 at 9:00 am in MCLND
133. Participation in this event will give credit for Homework 1.

Course Homepage

(material continues)
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I Course Policies: page 2

PresentationCompetition. TheEller College of Managemens also
organizing a presentation competition. All teams will give their oral
reports orProject 1as shown in th&yllabus. For competition
purposes, the presentations will be judged by members &lldre
Undergraduate Programs Team@nd students from tHeller
Business Support LabThe winners of the first round will advance
to the final round, which will be held ddaturday, September 22,

2005 The final round will be judged by members of the local
business community, and the first and second place teams will recei\
prizes. Your instructor will receive the evaluations of your
presentation from the judges. However, for course grade purposes,
the score for your presentation will be determined by your instructor.

Prerequisites Successful completion tfitroduction to Computing(MIS
111) andBusiness Problem Solving and AnalygiB AD 112L), and
either successful completion Gbllege Algebra with Data Analysis
(Math 109, College AlgebrgMath 110, or College Algebra
AcceleratedMath 112 or an acceptable score on the Mathematics
Readiness Test.

Course Homepage (material continues)
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' I Course Policies: page 3

1ext. Mathematics for Business Decisions, PartRelease 1.5a, 2005, by
Thompson and Lamoureux, Mathematical Association of America.
Your instructor may require you to bring your CD to class on
selected dates.

Course Materials Needed (i) Textbook (ii) Math 115a Files (lii)
Blank CDR's, CORWO s, Zi p-1/BxFlepkysDjsks;aas 3
needed for reports and homework.

Turnitin. You will be required to have or creatdarnitin user profile and to
join theTurnitin class created for your sectionBiisiness
Mathematics | Your instructor will provide you with the class ID
and enrollment password.

Examinations. Two midterm examinationsvill be given as shown in the
Syllabus Final examinations in all sections of Math 115a will be
given at a common time, Tuesday, December 13, 2005, from
5-7 p.m. Your instructor will notify you about the location of the
examinaton.See t he Cour se Homepage,
policy on missed examinations.

Course Homepags (material continues) m
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I Course Policies: page 4

Dally Homework. The Syllabudists the topics that are to be studied during
each class meeting. The text contains exeradlesf which should

be completed while studying the material.

Graded Homework. Exercise sets will be provided by your instructor and
collected on a regular basis. The due dates for these assignments w
be announced in clas¥our instructor will establish a policy on
whether graded homework may be submitted by individuals or by
teams.

Reports. Teams will give preliminary and both oral and written final reports
on the projects. All written reports must be printout of either word
processing oExcelworkbooks. Any member of a team may be
called upon to explain material during the oral report. Your instructor
will inform you of the report grading policy in your section.

Additional Work . Your instructor may give credit for announced or
unannounceduizzesand for various types of additional work,
Including Excelassignments.

Course Homepage (material continues) E
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I Course Policies: page 5

CourseGrades Each midterm test will be worth 100 points, the homework
will be worth 100 points, the two team projects will be worth 150
points each, and the final examination will be worth 200 points.
Other work, if any, may earn additional points. Your course
grade will be based upon the fraction of the total possible points that
you earn. If you earn at least 55% of the total points for
Individual workand at least 55% of the total points for team work,
the following grading scale will be used.

A:. 90% of total points
B: 80% of total points
C. 70% of total points
D: 60% of total points

Otherwise, you will receive a failing grade for the course. For course
grade purposes, individual work is defined to include the midterm
examinations, the final examination, and thezzes, if any. Team

work is defined to include the preliminary and final reports on the
projects and the homework.

Course Homepags (material continues)
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I Course Policies: page 6

Academicintegrity . You are assumed to be familiar with, and to abide
by, all University of Arizona policies and procedures, particularly the
Code of Academic Integritand theStudent Code of ConductA
discussion of these issues in the conteBudiness Mathematics
given in theBusiness Mathematics Academic Integrity Policyour
Instructor may provide additional information about the expectations
for your section. Students found to be in violation of any of these
policies will be appropriately sanctioned.

Objectivesand Structure. Business Mathematicsis specifically designed
to prepare students for subsequent work in their business majors anc
for their future careers in the business community. To read a
full statement of the course objectives and mandatory team and repc
structure, click orDbjectives and Structure

Course Homepage


http://business.math.arizona.edu/~busmath/integrity.doc
http://business.math.arizona.edu/~rbt/WORD/obj_stru.doc
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August 22 (M): Introduction to Course Sy”abUS, MW

August 24 (W): Using the Computer Text
(Teams Formed)

August 26 (F): Introduction toProject 1
August 29 (M): Basic Probability
August 31 (W): Basic Probability

September 2 (F):Basic Probability
September 5 (M): Labor Dayi no classes

September 7 (W):Word Processing Mathematics
Business Mathematics KiclOff
5:00-:6:45 p.m., ILC Room 120.

September 9 (F):Summation Notation
September 12 (M): Expected Value
September 14 (W):Expected Value

(material continues)



I Syllabus, MWF: page 2

September 16 (F)Preliminary Reports oRroject 1
September 19 (M):Database Functions and Filtering
September 21 (W)Database Functions and Filtering

September 23 (F)Conditional Probability
September 26 (M):Conditional Probability
September28( W)Bayeso0 Theor em

September30(F)Bayeso6 Theor em

October 3 (M): Management Example
October 5 (W): Testl, material through Septemlbe

October 7 (F): Discussion oProject 1

(material continues)



I Syllabus, MWF: page 3

October 10 (M): Reports orProject 1
October 12 (W): Reports orProject 1

October 14 (F): Reports orProject 1
Last day to drop the course.

October 17 (M): Introduction toProject 2
October 19 (W): Histograms
October 21 (F): Histograms

October 22 (Sa): Presentation Competition, Final RC
October 24 (M): Preliminary Reports oRroject 2
October 26 (W): Exponential Growth
October 28 (F): Exponential Growth
October 31 (M): Probability Distributions
November 2 (W): Probability Distributions

(material continues)



Syllabus, MWF: page 4

November 4 (F): Probability Distributions

November 7 (M): Random Sampling

November 9 (W): Random Sampling

November 11 (F):Ve t er a hrioslasEea y
November 14 (M): Random Sampling
November 16 (W): Monte Carlo Methods
November 18 (F): Monte Carlo Methods
November 21 (M): Monte Carlo Methods
November 23 (W): Wholesale Ordering Example
November 25 (F): Thanksgiving Recedsno classe
November 28 (M): Test2, material from October 1

November 30 (W): Discussion oProject 2

(material continues)



I Syllabus, MWF: page 5

December 2 (F): Reports orProject 2
December 5 (M) : Reports orProject 2
December 7 (W): Reports orProject 2

December 13 (Tu): Final Examination, All course material

Final examinations in all sections of Math 115a
will be given at a common time, Tuesday, December 13,
2005, from 57 p.m. Your instructor will notify you about
the location of the examination.

University of Arizona

(material ends)


http://www.registrar.arizona.edu/schedule031/exams/common.htm

Syllabus, TuTh

August 23 (Tu): Introduction to Course
Using the Computer Text

August 25 (Th): Introduction toProject 1
(Teams Formed)

August 30 (Tu): Basic Probability
September 1 (Th)Basic Probability
September 6 (Tu)Word Processing Mathematics

September 7 (W):Business Mathematics KickOft
5:30-7:30 p.m., ILC Room 120

September 8 (Th)Summation Notation
Expected Value

September 13 (Tu)Expected Value

September 15 (Th)Preliminary Reports oRroject 1
Database Functions and Filteri

(material continues)



I Syllabus, TuTh: page 2

September 20 (Tu)Database Functions and Filtering i
September 22 (Th)Conditional Probability

September 27 (Tu)Conditional Probability ,
BayesdO Theor em

September29 (Th)yBayes o Theor em
October 4 (Tu): Management Example

October 6 (Th): Test 1 material through September
Discussion ofroject 1

October 11 (Tu):Reports orProject 1
October 13 (Th): Reports orProject 1
October 14 (F):Last day to drop the course.

October 18 (Tu): Introduction toProject 2
Histograms

(material continues)



Syllabus, TuTh: page 3

October 20 (Th): Histograms
October 22 (Sa):Presentation Competition, Fine

October 25 (Tu): Preliminary Reports oRroject 2
Exponential Growth

October 27 (Th): Exponential Growth
November 1 (Tu): Probability Distributions
November 3 (Th): Probability Distributions
November 8 (Tu): Random Sampling

November 10 (Th):Random Sampling
November 15 (Tu): Monte Carlo Methods
November 17 (Th):Monte Carlo Methods
November 22 (Tu):Wholesale Ordering Example

November 24 (Th): Thanksgiving Recedsno classe

(material continues)




I Syllabus, TuTh: page 4

November 29 (Tu): Test 2 material from October 18 through November 17
Discussion oProject 2

December 1 (Th)Reports orProject 2
December 6 (Tu)Reports orProject 2

December 13 (Tu)Einal Examination, All course material

Final examinations in all sections of Math 115a
will be given at a commaime, Tuesday, December 13,
2005, from 57 p.m. Your instructor will notify you about
the location of the examination.

University of Arizona

(material ends)
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Graded Homework

Graded homework assignments are to be handed in at
the start of class on the announced due dates.

= These exercises will be listed\ivordfiles, which will be posted
on your i1 nstructoros web page.
problems, open the appropriate fileWword and enter the required
information on the cover page. Word process your solutions, then save
print the file. On some assignments, you will also need to include mate
copied fromExcelfiles that you have created.

Your instructor will indicate whether these assignments are to bg
completed individually, or by more than one member afirmently
operating project team Credit for the assignment will be given to those
students whose signatures appear on the cover page. Work done by
members of two or more project teams is not
acceptable and can be viewed as plagiaris

(material ends)
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Pl"ﬂJEEt 1. Loan Work Outs Video introduction by

Prof. Christopher Lamoureux
1. Project Description Department of Finance

Business Background University of Arizona.
E Class Project
2. Mathematical Tools
Basic Probability
E Summation Notation

Expected Value
ﬂ Conditional Probability
E Bayves’ Theoremn
E Management Example
. Computer Tools
Word Processing Mathematics

ﬂ Database Functions and
Filtering




Loan Records

ACADIA BANK LOAN RECORDS

Bank Information Borrower Result
Customer | Former | Years In State Of | Loan Paid
Number Bank | Business | Education Level | Economy Back?
1 Caun Bachelor's Degree 110
2 EBE. 11 o
3 EBE. 13 VES
4 Canmmn Graduate Degree o
5] DuPont Martnal 1
& EBE A0 o
7 BE. 1 VES
& DuPont Boom o
9 EBE. 7 o
10 BE. 12 Ves
11 DuFont Mormal o




Probability, Mat ork, Computer

Meet John Sanders...

Years in Education Economy
Business

7 years Bachel ofrNognal



Loan Focus Alt.xls

% @ @ @@ Probability, Mat ork, Computer

Loan Detalls
Full Value Foreclosure Valug Default Value
$ 4,000,000 $2,100,000 $ 250,000

Loan Records.xls


Loan Focus Alt.xls

% @ @ @@ Probability, Mat ork, Computer

Armed with this data, should Acadia Bank enter into a
work out agreement with John, or should it foreclose on
the loan?



Preliminary Decision

Probahility, Mathel§

How can probability help us with the
decision on whether or not to attempt a loan work out?

T Let .S be the event that an attempted work out 1s

m/ )f successtul and let F be the event that it fails. In the sheet
Basic Preb of the Excel file Loan Focus.xis we use the
COUNTTF function to find the fraction of past work out
arrangements which were successful. This fraction 15 our
estimate for P(S). Likewise, we find the fraction of attempts
that failed and use this as our estimate for P(F).

Loan Focus.xIs Class Project (material continnes) - €& T € I =»




Overall Records

Total Fecords 8226
Cuostomer | Former | Years In |Education| State Of |Loan Paid
Number Bank |Business| Level |Economy| Back?
Paid Loan 3818 P(S) 46%
Customer Former | Years In |Education| State Of |Loan Paid
Number Bank |Business| Level |Economy| Back?
Yes
Did not pay 4408 P(F) 54%
Cuostomer | Former | Years In |Education| State Of |Loan Paid
Number Bank |Business| Level |Economy| Back?

No




Preliminary Decision

8 Conditional Probability. Independent Events: page 8 |
m ﬂ@ As in the exercises in Database Functions, use ¥,

T, and ' as the events that a randomly selected borrower from Acadia
Bank has the same number of years experience, the same educational
level as your team’s specific borrower, and that the economic times are the
same as 1n your team’s loan, respectively.

Let Zyand Zbe the random variables giving the amounts of
money, in dollars, that Acadia Bank receives from a future loan work

out attempt to a borrower with the same number of years experience or
educational level, respectively, as your team’s borrower. Let Z.be the
random variable giving the amounts of money, in dollars, that Acadia
Bank receives from a future loan work out attemipt to a borrower in the
same economiic times as your team’s loan.

(1) Use the bank records to estimate P(S|Y), P(F|Y), P(S|T), P(F|T),
P(S|IC), and P(F|C). (11) Compute E(Z}), E(Z;), and E(Z;). Seethe Focus
On The Praject section for the corresponding work with the class project.

(faterial confinites)




Years in the Business

Total Records 239
Customer Former | Years In |Education| State Of |Loan Paid
Number Bank |Business| Level |Economy| Back?
Paid Loan 105 P(S|Y) 4494
Customer Former | Years In |Education| State Of |Loan Paid
Number Bank |Business| Level |Economy| Back?
7 Yes
Did not pay 134 P(F[Y) 56%
Cuostomer | Former | Years In |Education]| State Of |Loan Paid
Number Bank |Business| Level |Economy| Back?
7 No

» M Records # Overal SF % Years Training # Conditions /



Educational Training

Total Records 1154
Customer Former | Years In |Education| State Of |Loan Paid
Number Bank |Business| Level |Economyv| Back?
Bachelor
Paid Loan 510 P(S[T) 44%
Customer Former | Years In |Education| State Of |Loan Paid
Nuomber Bank |Business| Level |Economyv| Back?
Bachelor Yes
Did not pay 644 P(E|T) 56%
Customer Former | Years In |Education| State Of |Loan Paid
Number Bank |Business| Level |Economyv| Back?
Bachelor No

L

» v Records / Overall SF £ Years ' Training / Conditions /




Economic Conditions

Total Records 1547
Cuostomer | Former | Years In |Education| State Of |Loan Paid
Number Bank |Business| Level |Economy| Back?
MNormal
Paid Loan 807 P(S|C) 52%
Customer Former | Years In |Education| State Of |Loan Paid
Number Bank |Business| Level |Economyv| Back?
MNormal Yes
Did not pay 740 P(F|C) 48%
Customer Former | Years In |Education| State Of |Loan Paid
Nuomber Bank |Business| Level |Economy| Back?
Normal No

L

v M\ Records / Overal SF # Years / Training % Conditions /




Preliminary Decision

Orverall
Records

Years

Traming |Conditions

Success

Failure

46%




What is next?

x How to combine the information?
P(S|Y AT AC) P(F |Y AT AC)

x How to use the loan values (Full Value,
Foreclosure Value, Default Value)

E(Z) = P(S|Y AT £C)* FV + P(F |Y /&£T AC)* DV
x Business Decision:

Foreclosue? E(Z)  Foreclose

Foreclosue< E(Z)  Workout



Problem

x These numbers are not accessible
P(S|Y AT AC) P(F |Y AT AC)
xBayesO0O Theorem

P(SY AT AEC) = P(Y AT AC|S)* P(S)

P(Y £T A£C|S)* P(S) + P(Y A&T AC|F)* P(F)

P(F |Y AT £C) =1- P(S|Y AT AC)



Assumptions

x Events are independent

PYAT AC|S)=PY|S)*P(T|S)*P(Y|S)
PYAT AC|F)=PY|F)*P(T|F)*P(Y|F)

x Database merger problem: partial info
represents what happens in Acadia Bank

P(Y A£Sqr)
P(Sgr)

P(Y[S)° P(Yar | Sir) =



Wh at woul d | ead nbank ana
to reverse their decision?

xSensitivity analysis: nRan
and 2 years
P(S|Y'AT AC) P(F |Y'AT AC)

x What Is the least default value that would lead
to a reversal of decision?

Foreclose P(S|Y AT A£C)* FV + P(F |Y AT AC)* DV

, Foreclose P(S|Y AT AC)* FV
P(F |Y AT AC)

DV
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