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3(a)
Parametric:

1. A functional form is first assumed (i.e. Normal, Gamma, Lognormal etc.)
2. The assumed function is then fitted based on the 'entire' data
3. The goodness-of-fit of the fitted function has to be evaluated

4. Limited variety (e.g., only unimodal) of functional forms possible.

S. Outliers have significant impact on the fit.

Nonparametric:
1. No assumption of the underlying functional form.
2. Estimation is "local" - hence, outliers have no effect on the estimates
3 Can fit a variety of functional forms exhibited by the data (e.g., bimodal)
3(b) Suppose that you have the histogram then the Monte Carlo proceeds as
follows:
1. Randomly select a bin
2. Randomly select one of the data point within the selected bin
3. Repeat
3(c) Monte Carlc have the following utilities..

1. Generate Synthetic data that have the same statistical properties of the
historical data. These can be used in decision models.

2. Provide uncertainty estimates (or confidence intervals) of model parameters

3. Help in testing hypotesis of differences between groups.
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