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I. Background 
 
 

Loan Borrower Economy 
Full 

Amount 
Foreclosure  

Value 
Default 
Value 

Years of 
Experience 

 
Education 

Current 
Conditions  

      
 

II. Objectives (of the Report) 
 

III. Assumptions 
 

IV. Basic Probabilities 
 

A. Definitions of S , F , and X , and explanation of Probability Notation. 
 

B. Function −  How did you compute the number of success and failures? 
 
 

C. Results 
 

Counting Estimated Probabilities 
Number of 
Successes 

Number of 
Failures 

 
P(S) 

 
P(F) 

    
 

D. Computation and Interpretation of Initial/Simple Estimated Expected Value of 
Workout 

 
 
 

V. Conditional Probabilities 
 

A. BR Bank 
 

1. Definitions of Y  and YZ , and explanation of conditional probability notation. 
 

2. Function −  How you counted for BR bank. 
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Former Bank 

Years In 
Business 

Education 
Level 

State Of 
Economy 

Loan Paid 
Back? 

     
 

 
 

3. Formulas and Results 
 

 
Number 

Successful 

Number 
Successful 

With Y 

 
Number 
Failed 

Number 
Failed With 

Y 

 
Number 
With Y 

     
 

)|( BRBR YSP  
)|( BRBR YFP  
)|( BRBR SYP  
)|( BRBR FYP  

 
4. Computation and Interpretation of Estimated Expected Value of Workout 

 
 
 
 
 
 

B. Cajun Bank 
 

1. Definitions of T  and TZ  
 

2. Formulas and Results 
 

 
Number 

Successful 

Number 
Successful 

With T 

 
Number 
Failed 

Number 
Failed With 

T 

 
Number 
With T 

     
 

)|( CJCJ TSP  
)|( CJCJ TFP  
)|( CJCJ STP  
)|( CJCJ FTP  

 
3. Computation and Interpretation of Estimated Expected Value of Workout 
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C. DuPont Bank 

 
1. Definitions of C  and CZ  

 
2. Formulas and Results 

 
 

Number 
Successful 

Number 
Successful 

With C 

 
Number 
Failed 

Number 
Failed With 

C 

 
Number 
With C 

     
 

)|( DPDP CSP  
)|( DPDP CFP  
)|( DPDP SCP  
)|( DPDP FCP  

 
3. Computation and Interpretation of Estimated Expected Value of Workout 

 
 
 
 
 
 
 

D. Acadia Bank 
 

1. Discussion 
 

2. Formulas and Results 
 

)|( SCTYP ∩∩  
)|( FCTYP ∩∩  

 

VI. Bayes’ Theorem 
 

A. Discussion 
 

B. Formulas and Results 
 

)|( CTYSP ∩∩  
)|( CTYFP ∩∩  
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C. Definitions of Z , Z ′ , and Z ′′  
 

D. Computation of Estimated Expected Value of Workout 
 

)(ZE  
)(ZE ′  
)(ZE ′′  

 

VII. Recommendation 
 

VIII. Further Analysis 
 

IX. Conclusion 
 


