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Problem for March 8, 2005

Prove:

If r = −log[S(t)], then P (R ≥ r) = exp(−r).

It helps that we know from probability theory that S(T ) ∼ Uniform(0, 1).

Hence,

P (R ≥ r) = P (R ≥ −log[S(t)]) = P (S(T ) ≤ exp(−r))
∫ exp(−r)

0
1 dt = exp(−r)


