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eg Suppose you play a game with a biased coin. You play each game by tossing 

the coin once. P(heads) = 
 

 
 and P(tails) = 

 

 
 .  If you toss a head, you pay $6. If 

you toss a tail, you win $10. What is the expected value?

eg Suppose you play a game of chance in which five numbers are chosen from 
0, 1, 2, 3, 4, 5, 6, 7, 8, 9. A computer randomly selects five numbers from zero 
to nine with replacement. You pay $2 to play and could profit $100,000 if you 
match all five numbers in order (you get your $2 back plus $100,000). Over 
the long term, what is your expected profit of playing the game?
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Eg. An insurance company estimates the probability of an earthquake in the next 
year to be 0.0013. The average damage done by an earthquake it estimates to 
be $60,000. If the company offers earthquake insurance for $100, what is their 
expected value of the policy?

eg A roulette has 18 green trays, 18 red trays, and 1 white tray for the ball to land 
in. The casino takes your bet of $5 that the ball will land in a green tray. The 
casino will pay you $10 if the ball lands on the color green. The probability of 
winning by betting on green is 18/37. What is the expected value for the bettor?
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eg Now suppose you bet $1 on #12. If ball lands on #12, you get $35. Otherwise 
you lose $1. What is the new expected value going to be?
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