
EXAM M QUESTIONS OF THE WEEK
S. Broverman, 2006

Week of January 2/06

The following information is given for a fully discrete whole life insurance issued to  withÐBÑ

face amount  and level benefit premium  payable for life (  is an integer):, 51
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Find the annual benefit premium for this policy.

The solution can be found below.



Week of January 2/06 - Solution

This is an exercise in combining the recursive relationship for benefit reserves with the recursive
relationship for the variance of the prospective loss random variable.
The recursive relationship for benefit reserves is
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and the recursive relationship for loss variable variance is
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From the first equation, we get
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Substituting this into the second equation, we get
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 , which becomes
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After multiplying through by  we get the quadratic equation;B5
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The equation has two roots, one negative, which we ignore. The positive root is   .; œ Þ!('*
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