Appendix A

The probability density function of the SN distribution with parameter α is given by
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where 
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 denotes the standard normal probability density function:
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and where 
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 denotes the standard normal cumulative distribution function:
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The component α is called the shape parameter and it regulates the skewness of the density function. When α=0, the skewness vanishes, and the standard normal density is obtained. As α increases, the skewness of the distribution increases. The distribution is right skewed if α > 0 and is left skewed if α < 0.

The mean (
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) for SN distribution are as follows:
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For comparisons with a standard normal distribution, it is convenient to standardize the SN distribution to have 
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=0 and 
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=1. A standard SN distribution,
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, can be given as:
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where 
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is the standard deviation of the non standardized SN distribution and which depends on the level of the skewness parameter α.

Appendix B 

The probability density function of Pearson type VII distribution is given by
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where β is a scale parameter and m is a shape parameter. The only free parameter is m, which controls the fourth moment.  The kurtosis exists provided that m > 5/2. Setting β2 = 2m − 3 makes the variance equal to unity. Further reparameterization with m = 5 / 2 + 3 / γ2, where γ2 is the kurtosis, yields a one-parameter leptokurtic family with zero mean, unit variance, zero skewness, and arbitrary positive kurtosis. The reparameterized density is
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The probability density function of the raised cosine distribution for 
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and zero otherwise is
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The raised cosine distribution has a mean of μ and standard deviation, σNK = 
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. The distribution with mean of zero and standard deviation of one is
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Appendix C
The mean of left censored normally distributed data (
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) can be derived as follows:
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where
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is the standard normal distribution; cp is censored proportion; Tc is the threshold beyond which data is full censored. 

The standard deviation (
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) in this case can be derived as
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If censoring is ignored, then the probability density function of the SN distribution that would be used to derive economic values would be
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The error in the economic value (E) where there is a single price threshold at position T, when a normal distribution N is assumed but when the true distribution is violated with censoring proportion of ρ is defined as:


[image: image28.wmf].

100

|

)

N(

|

)

N(

|

)

,

(

)

E(T,

T

T

T

×

-

=

x

x

x

C

r

r

          (17)
PAGE  
3

_1378641193.unknown

_1378641201.unknown

_1378641205.unknown

_1378641209.unknown

_1378641211.unknown

_1378641212.unknown

_1378641213.unknown

_1378641210.unknown

_1378641207.unknown

_1378641208.unknown

_1378641206.unknown

_1378641203.unknown

_1378641204.unknown

_1378641202.unknown

_1378641197.unknown

_1378641199.unknown

_1378641200.unknown

_1378641198.unknown

_1378641195.unknown

_1378641196.unknown

_1378641194.unknown

_1378641189.unknown

_1378641191.unknown

_1378641192.unknown

_1378641190.unknown

_1378641187.unknown

_1378641188.unknown

_1378641186.unknown

