MA206 Suggested Problems

Monte Carlo Simulation
1.  In Excel, create a Monte Carlo Simulation that models an Exponential (
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) Distribution.  

a. What is the inverse CDF for this distribution? 

b. What is the inverse CDF for any Exponential (λ) Distribution?

c. Simulate 100 data points and make a histogram (in Excel) to demonstrate that the simulated values are actually from an Exponential Distribution.  

d. What is the average of the 100 data points you simulated?  What should the average be?

e. Why are the averages different?

2.  In Excel, create a Monte Carlo Simulation that models a Uniform (3, 10) Distribution. 

a. What is the inverse CDF for this distribution?  

b. What is the inverse CDF for all Uniform (A,B) Distributions? 

c. Simulate 100 data points and find the average and the variance.  Compare these with the true population mean and population variance.  Why are they different?  What can you do to bring them closer together?

d. Make a histogram (in Excel) to show that your simulated values actually came from a Uniform (3, 10) Distribution.
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