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High Return Options, ngh Risk
Futures ,
Collectibles
Bonds Stocks
Medium Return ::‘;::I Real Estate Medium Risk
Insured Savings Certificates
Account Of Deposit
Money Market "
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(1) Random coincidence

ICE CREAM

Football team's record

(2) Reverse causality

Wind

DRY, HOT AND SUNNY

SUMMER WEATHER
Spinning windmill
SUNBURN
(3) Confounding variable
Smoking
i==] 1}
>< =q 2 Inc.
alitalon) il g Want to Live Longer? Science Says Drink More
Coffee (Even This Insane Amount)
Yet another study says that even more coffee will help you live longer and fight
off cancer
G e FTI"I 5 By Bill Murphy Jr. Some Spider ProGhostwriters.com
¥ @BillMurphyJr

/N

Bad Smells -———— 3 Disease
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Sale of lce Cream s Correlation m—— Forest Fires
Model
$100 24.0
$50 12.0
$25 6.0

Dec Jan Feb March Aprii May June July Aug Sep Oct Nov
Time

Lending Club Default Rates
3-year loans by vintage (2008-2014)

12%
10%

13 5 7 9 11131517 19 21 23 25 27 29 31 33 35
Month

Generalization Problem
Over-Fitting Problem
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18



Simpson’s Paradox (2/2)
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