
Statistics 522, Problem Set 2

Wellner; 1/13/99

Reading: Shorack, PfS, Chapter 10, pages 179 - 193; 200 - 213;

Kallenberg, FMP, Chapter 1, pages 1-6, and Appendix 1, pages 455-457.

Due: Wednesday, January 20, 1999.
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3. Exercise 10.5.1, PfS, page 192.

4. An investment problem. Suppose that at the beginning of each year

you can buy bonds for $1 that are worth $a at the end of the year or

stocks that are worth a random amount V � 0. If you always invest a

�xed proportion p of your wealth in bonds, then your wealth at the end
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(ii) Show that the limit c(p) is a concave function of p. By computing

c

0

(0) and c

0

(1), give conditions on V that guarantee that the optimal

choice of p is in (0; 1).

(iii) Suppose that P (V = 1) = P (V = 4) = 1=2. Find the optimal p as

a function of a.

5. (Inversion of Laplace transforms.) Let P be a probability measure

on the Borel subsets of [0;1), and de�ne its Laplace transform by
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(c) Use the weak law of large numbers and (2) to show that (1) holds,
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