Index

Adjusted r-squared 401
Association 320
Auto-correlation 331
Auto-regression 453
Automatic model selection 429
Average 14

Backwards elimination 430
Bayes concept 80

Bayes algorithm 81

Binary traits 414

Binomial distribution 122

Coefficient of variation
prob dist 115
sample 17

Combining performance measures 41
Combining normal variables 149

Comparing normal variables 152

Conditional probability 61
Conditional mean 114
Confidence interval

for mean 230

for mean difference 247

for proportions 279

for slope 355

for trend mean 370, 405

Correlation 303, 320
auto 331
meaning 32¢
moving 5,7
ordinas //marginal 334
peivl 335
te:t 330

Cumulative distribution function

152
Cumulative risk profile 177

Data distribution 8
Data generating mechanism
199

Data types 5
Decision trees

basic 171

multistage 181
Delayed eftects 448
Dependence 67

rules 70-71
Deseasoning time series 446
Detection power of test 235
Difference of proportions 281
Difference of means 246
Diagnostic probabilities 64
Diversification of risk 308
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INDEX

Dummy variables
for seasonality 441
for segment 426
for yes—no features 415

Estimated RMSE 354, 393
Estimating trend mean 370, 405
Exact methods 286
Excel
BINOMDIST 125
CORREL 303, 320
COUNTIF 11
dragging a formula 12
Goalseek 157
grouping in pivotables 33
INTERCEPT 349
NORMDIST 145
NORMINV 160
NORMSDIST 155
Pivotables 31
POISSON 133
SLOPE 349
Solver 309
SUMPRODUCT 14, 104, 405
VLOOKUP 49, 239
$-symbol 12
Expected value
of perfect information 188

of sample information 126

Fitted values 375

Forward selectior.. 430
Feed-through in decision tree 173
Finite population correction 214

Goalseek 157
Growth 295, 439
Growth nonconstant 443

Hedging of risk 308
Hidden variables 325
Hypothesis testing 226

Incremental effect in quadratic
424

Independence 69

Interactions 463

Intercept of a line 343

Interquartile range 16

Kurtosis 22

Lagged variables 451

Law of large numbers 200
Least squares formulas 348
Least squares line 346
Linear relationships 342
Log-normal distribution 162
Log returns 297
Log-transformation 470

Marginal correlation 334
Marginal probability 58
Matched pairs 261
Mean
of binomial 125
of negative binaniial 130
of log-norraal 162
of Poissori~134
of prevapility distribution 103
Smple 14
weighted 45
Mean value
of perfect information 188
of sample information 186
Median 15
Mode 15
Model checking 400
Model error 357, 393
Model selection 430
Moving correlation 327
Multimodality 22
Multiple regression 393
model assumptions 393
model selection 430
Multiple r-squared 336
Multistage decision trees 181
Multivariable relationships 390

Negative binomial distribution 128
Normal distribution 142
Normal limit theorem 208

One-sided tests 232

One sample confidence interval
230

One sample P-value 226

One sample T-test 226

Optimum of quadratic 419



Ordinary returns 295
Outcome nodes 171
Outliers 401

Paired T-test 262
Partial correlation 335
Percentiles of normal distribution
144
Perfect information 188
Pivotables 31
Poisson distribution 132
Population mean 212
Portfolio of two shares 305
Portfolio variance 306
Power of test 235
Prediction error 374, 406
Prediction intervals 373
Probability of detection 235
Probability distribution 98
chart 100
Probability tables 58
Probability trees 72
Proportional variation 471
P-values, one-sample 226,
237

Quadratic optimum 419
Quadratic regression 421
Quadratic relationships 417

Regression
model selection 430
quadratic 421
Regression model
assumptions 351
multiple 393
Residual plots 376, 400
Residuals
raw 375
standardized 375, 401
Returns
log 297
ordinary 295
of portfolio 306
Risk
of investment 298
portfolio 306
Root mean square error 346
estimate 354

INDEX

R-squared
adjusted 401
multiple 336

Sample information 186
Sample mean 14
Sample size required 259
Sampling without replacement 213
Seasonal indices and adjustment 445
Segmenting
with dummy variables 425
by numeric variable 33
Sensitivity analysis 179
Set operations 53
Sharp ratio 311
Significance levels 227, 237
Skewness 21
Slope
of a line 343
standard errot 95355
Solver 309
Stacked data-28
Standa-d aeviation
ot hinomial 125
ot negative binomial 130
of Poisson 134
of portfolio 306
of probability distribution 109
sample 16
tests of 260
Standard error
correlation 246
of mean 205
of prediction 373, 406
of proportion 274
of slope 355
of trend 371, 405
two samples 330
Standardized residuals 375, 401
Standard normal distribution 153
Standardizing data 36
StatproGo
correlation 306
dummy variables 426
lagged variables 332,451
model selection 431
multiple regression 395
one sample tests 232
regression diagnostics 378
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StatproGo (cont’d)
simple linear regression 356
two sample tests 255
unstacked data 28

Stepwise procedure 430

Terminal nodes 173
Tipping points 180
Time series 331, 438, 478

Treasury bonds, use of in portfolio 312

T-statistic
one sample 224
slope 358, 396
two sample 247

Test
classical T-test 258
correlation 330
matched pairs 261
one sample T-test 226
of proportions 277
of slope 358, 396
two sample T-test 247

Two sample confidence interval

247
Two sample T-test 247
Two-sided tests 232
Type 1 error 228
Type 2 error 228, 235

Unstacked data 28

Value
of decision option 186
of perfect information 188
of sample information 186
Variance 109
Variation explained 328
Vertical intercept of a line
343

Weighted mean 45

Z-s-o1zs 36
Z—values 154



