Solutions to Practice Problem Assigned in the Chapter 4 Lecture Slides

1.
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Balance Frequency Frequency (%) Frequency (%)

0 - $99 9 22.5 22.5

$100 - $199 6 15.0 37.5

$200 - $299 6 15.0 52.5

$300 - $399 6 15.0 67.5

$400 - $499 5 12.5 80.0

$500 - $599 2 5.0 85.0

$600 - $699 1 2.5 87.5

$700 - $799 3 7.5 95.0

$800 - $899 1 2.5 97.5

$900 - $999 1 2.5 100.0

Total 40 100 100

Student Checking Account Balances


2. Sorry, I can not provide you with an accurate sketch of this histogram (SPSS will allow me to either set the number of classes or class width but not both, and since it defines class width differently than we have above, the histogram it produces does not correspond with the table above).  I’m confident that you guys can create a histogram with 10 bars with heights corresponding to the number of observations in each of the ten groups defined above.
Your description should include a comment about the shape, center, spread and any unusual feature of the distribution and should be generally consistent with what I have provided here:

The distribution of student checking account balances appears to be bimodal (with modes of $0 to $100 and $700-$799, and is clear skewed to the right as very few students have balances that exceed $500.  The typical student checking account balance appears to be between $200 and $299; however, there appears to be quite a bit of spread in the distribution as a couple of students have balances that exceed $800.  There are no outliers or gaps as no account balances are significantly lower or higher than the majority of observations.
3. Percentage of students with a balance of $400 or more = 13/40*100 = 32.5% or using the cumulative frequency column to make the calculation we would have 100.0 – 67.5 (% with $399 or less) = 32.5.

4. 22.5 % of student accounts have a balance between $0 - $99.  Therefore, it is difficult to estimate a 10% cutoff from the frequency table unless we assume that students are equally distributed across the range of $0 to $99.  A value of 10% would be approximately half of this group, so perhaps a balance of $50 would serve as a good cutoff for imposing a service charge.
Of course if we sort the raw data we can easily identify the account balance that divides the lower 10% of account balances from the upper 90% of balances (i.e.the 10th percentile, but more on that in Chapter 5).  This precise measure would suggest that the bank should use a balance of $55 as a cutoff for service charges.
