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ACT451 Loss Models Test #2
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1. The ground-up loss X for a particular insured has a lognormal distribution with 4 =4 and 0 = 2. If an -
insurance policy on the loss has an ordinary deductible of 200 and a maximum covered loss of 1500.

a) 5 points Determine the expected cost per loss for this policy.
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b) 5 points Determine the expected cost per payment for this policy.
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c) 5 points Determine the second moment of cost per loss.
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d) 5 points A gross premium for this policy is charged so that the probability that the payment by its issuer
would be less than the premium is 0.8. Determine the exact premium. (Paqmw mdudeg 0)
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2. An insurance company sells a property insurance policy with an ordinary deductible of 200 and policy
limit of 2000, and a coinsurance factor of 80%. The underlying ground-up loss of this policy follows a 2-

parameter Pareto with 6 = 3,000 and o = 4.
a) 5 points Determine the expected cost per loss.
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3. 5 points N is a random variable from the (a,b,1) class. You are given:
P{N = 0} = 0.25, P{N = 1} = 0.23798, P{N = 2} = 0.06545, P{N = 3} = 0.01200.

Identify this distribution and its parameter values.
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4. The aggregagte claims amount S has a compound negative binomial distribution with negative binomial
parameters § = 0.5 and r = 3. The individual claim amounts have a gamma distribution with = 30 and
a=2 ’

a) 5 points Determine the expected aggregate claims amount.
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b) 5 points Identify the MGF of S.
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