
Iheotrcm 2.4. If both VlYl and ElZl are finite, then

E(az + bY lsi - aa(zlTi + bv(Ylsi'

If, in ad.dition, Z(r) s Y(o), then v(Zlgi 3 v(Yl%s)' Because

ionditional upectation is not uniquety defined, these relationships may

not hoW for o in some set E that has P(E) : 0'

Iheorem 25 (Law of Iterated Expectations). If ElYl is finrte, go
''' and 91 are sub-o-algebras af g , and 9s C 3r, then

E( Yle-o)(,) = vlutY l3r) I 
rol (, ),

*cept on an qent E with P(E) :0. In particula,; BY : EIE(Y lfo)].

rheorrcm 2.6. If z is 4s-measurable and both ElYl and ElyZl are
finite, then

v(zYlsol = ZE(Ylsil.

In pa*iclbq v(zlsi - Z.


