'F
T+
: E(¥)= 20,000
[ |
'
1
'
1
is4 |
03T :
10,000 20000 30000 y
uiy)
ECUY= 0300100+ 1 20015) FU(20)+ 1 2(Z5)+ 0ZU(I0)
10,000 20,000 30,000 ¥
Simplify

Assume that there is a population for which only two states: The
individual will earn 520,000 if no illness, 515,000 if subject 1o iliness
and everyone in that population has an equal chance (p=.5) of being in
either state. For any individual the E(Y) is $17500.
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E(Y)=.5%15 000+ 5%20 000=§17,500
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