MATH 313 — Spring 2016 ' Exam 2 T

0A4. (12 points) Consider two random variables, X and Y, and constants a and b.

U
(a) Use the definition of the covariance (that is, Cov(X,Y) = E[X Y] - E[X]E[Y]) to prove
(mathematically) that Corr(a X,bY’) = Corr(X,Y).

(b) Explain (with an example if you wish) why this is a desirable property of the correlation
coefficient p.
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