
Week 1 Review Answers 

2.  

Let, 𝑋𝑋𝑡𝑡 = �
𝑥𝑥1,𝑡𝑡
𝑥𝑥2,𝑡𝑡
𝑥𝑥3𝑡𝑡

� and 𝑨𝑨 = �
1 − 𝜇𝜇12 − 𝜇𝜇13, 𝜇𝜇21, 𝜇𝜇31

𝜇𝜇12, 1 − 𝜇𝜇21 − 𝜇𝜇23, 𝜇𝜇32
𝜇𝜇13, 𝜇𝜇23, 1 − 𝜇𝜇31 − 𝜇𝜇32

� then 

Xt+1 = AXt 

3. 𝑉𝑉𝑉𝑉𝑉𝑉[ln(𝑋𝑋)] = 𝑉𝑉𝑉𝑉𝑉𝑉(𝑋𝑋) �𝑑𝑑𝑙𝑙𝑙𝑙(𝑋𝑋)
𝑑𝑑𝑋𝑋

�
2

 
𝑑𝑑𝑙𝑙𝑙𝑙(𝑋𝑋)
𝑑𝑑𝑋𝑋

= 1
𝑋𝑋

 evaluated at E(X)=µx , is 1
𝜇𝜇𝑋𝑋

 

𝑉𝑉𝑉𝑉𝑉𝑉[ln(𝑋𝑋)] = 𝜎𝜎𝑋𝑋
2

𝜇𝜇𝑋𝑋
2   


