
EXAM C QUESTION OF THE WEEK
S. Broverman, 2008

Week of March 10/08

A data set of 200 loss amounts from a loss distribution is in interval grouped form based on the
following four intervals:

    Ð!ß "!!Ó Ð"!!ß $!!Ó Ð$!!ß &!!Ó Ð&!!ß *!!Ó

You are given the following information:

•  The empirical estimate of the mean loss is 212.5.
•  The empirical estimate of the limited expected loss with policy limit 200 is 125.
•  The empirical estimate of the expected cost per payment with an ordinary deductible of 200
   is 218.75.

Find the empirical estimate of the standard deviation of the loss.

The solution can be found below.



Week of March 10/08 - Solution
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From these two equations we get     and   .8 œ *! 8 œ '!" #
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Then solving these equations results in     and   .8 œ $! 8 œ #!$ %

The empirical estimate of  is the estimated second moment minus the square of theZ +<Ò\Ò

estimated first moment. The estimate second moment is
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The estimated loss standard deviation is    .È%!Þ*')Þ(& œ #!#Þ%


