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RULE OF ITERATED EXPECTATION / ADAM 'S LAW

ELEGIT) -

- Efx]

AND

ELEGIT) -- Efx]



Examine X - UNF ( o , ' )

-

Y/X=x - un # ( x . .)
EG)= ?

¥¥i Ef,1x=×]=
←

' ¥
" "

# (Y / X) =
← Ransom variance

Efx) -- ECECxlxff.EC)=EG
= Qs = 0.75



Defy

CONDitioNALVANANCENCYIX-7-ffy.mx ,) ' ffylxldg
WHERE ulx) = # (XIX -

- If



THI VARIANCE Decomposition / EVE 'S LAW

Nfl) -

- E④¥KfED

nano;± ,
me

a

""
"

""



PCX - o] -

- P (" D= "'
II?% .

are

/ t.
'

/
MORE TOTAL VARIATION


