EXPec{-fol Volue

Examplc: F(iP a coin i 1f heads, Uou poy me $I.005
o tails, T pay  you $3.00 .

How much do you exPec+ + maKe on average in the Ionﬁ run <

?(03 20 times:  Should 3e+ about ___ heads § __ tails.
You pag me $£/00 _ Himes .
T pay you $300 ____ Hhmes ¢\ .
You Come out

L pec game

of your winni ngs

TRevi eneralize
view & gene . Hypotnetd  Hyp.  Expect
Hy po thetical Gains/Losses  Nex NetGain

Outcome Value Frequency Gaib Pec Game
heads }

¢ qame
tails per g

GEDLIDLTELLO BRI NI IR
ror rt

ExPecheol Volue

N Assiﬁn 0  outcomes
2) Determine of outcomes
3) values & probabilihes, then fo get

eXPec(-fol value.



EXamE(e © Simple carmival game ‘ prize wheel
Omnge PWin prize wortn $1.00

/ ?urp\e © o in prize  ovth $2.00
_ . " " n $3.00

' Yellow
j Green " ” " %40
Blue ’ ’ ’ £ 5.0

Red " ! £ 0.00

Assume Pro\oab\'\i\-j IS Proportional o size of colored shice

P(Orange) =__ PVellow) = P(Blue)=___
P( -PUVP[QB = PlGreen) = PlRed) =

Wwhat (s +he eXPfd'eo( value of Your prize?
() + €N+ (XD ALY +C0) +()

——

Person  who owns game  might charge $5.00 b P’aﬂ' They
Kinowo H‘*’L‘j would, on average, in the lorg run, Make

per Sam )

Broader  Applicaions
Ne(gh\‘ng costs & lhenefits, anahﬁ%mﬁ visk
—lbusiness, insurance, darj-l-o day e, b‘S dec(sions, ..., Wordle ...

Ex Current job pays $ 60,000 a year. Start My own business ?

© might  lose $ 100 000 5% chance

'M(5h+ breaK even 20%  chance
@Oo/o chance

l\'\»(e\ﬂ come out ahead $4p 600,
IS %  chance

: m(glrﬂ- make + bl‘% $ 86,000 ;



Expectrd value
( Ml S+ (YN

—

= ( Hhan  current income)

How wm™uch do You want o start your olh lusiness?
What other factrrs do Yow need. 4o consider ?

YD)+ )

Note! Con give Numevical values +het are not mone‘rané.

Ex ' Wordle S|T|A|RI|E

I+ I “l'rij My guess Loords  one ot a Hme '
Dutcome Value (Score)

Probabil \'g
Stoge .
Stake L
Stale L
State
Stave

—_—

OH!\er
ExPec{-eoL Score !

(199) (D) + (193) (3 + (1994 +(.199)(5) + (.195)(6) * (.025)(1v)




Awnother S\'rod'raﬂi Choose a word with several
of the Possi\o\e new letters

S’r&cje
StacKe
stale
state ¥ no guiess stakKe .
Stove If not  take, guess state.

4 I +\’\3 glove , then stake, then state:

QDutcome Value (Score) ’Proba\m'l\'iy
Stage 3 9.5 %
Stake 3 9.5 /s
Stale 3 19 .5%
State 4 9.5 %

stave 3 9.5 %
other 6 2.5 %

Expec{—eol Scove :

(.195) () + (195)(3Y+ (.199)(3) +(19)4) *+ (.195)(3) +(.025)(6)

-_

Whot acl’uallj
‘ﬂappenfd?

)
l_
O
<
3\

Wordle in 3.
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Application: Analﬂ‘h‘ca\ Pros 8 C(Cons List

Pros How Gowd? (Scole of =10 How LiKely (0-100%)
J

Cons How Bad 7 (From -1 4o - 10) How Likely (0-100%)

2)
3)
N}

¥ MuH-iP\y values by Corresponol\'nﬂ 'Probab\'h'-h‘es*.

* Add up + 86"‘ o humber +hat expresses  how 3000(/ bacl
Hhe consequences  are overall.

% Alwags do a "gw} checK’?

MaK\'ng Decisions for God



