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Initial decision tree:

Evaluating the right-most node:

𝐸𝑉 = 0.6 ∗ 40 + 0.4 ∗ 0 = 24

Updating the tree:

Evaluating the last node:

Action U is best
EV of the payoff is $24M

E: Computing upgrade - Solution

   Topics Page 1    


