
EXAM M QUESTIONS OF THE WEEK
S. Broverman, 2006

Week of July 31/06

A 4-payment, 5-year fully discrete term insurance issued to  has a death benefit of $100,000ÐBÑ

if death occurs within the first 3 years, and $50,000 if death occurs in the 4th year or 5th year.
The annual benefit premium payable for 4 years is $2,379.30 .

Formulate the 2nd year terminal prospective loss function as a 4-point random variable.

Given that    and   for    find  , the 2nd year terminal benefit3 œ Þ!) ; œ Þ!#& 5 œ !ß "ß #ß ÞÞÞ Z5l B #

reserve for this policy.

The solution can be found below.



Week of July 31/06 - Solution

At the end of the 2nd year there are 3 years remaining on the policy.
One of 4 events must occur to ÐB  #Ñ À

(i) death occurs before age ,B  $

(ii) death occurs between    and  ,B  $ B  %

(iii) death occurs between    and  ,B  % B  &

(iv) survival to age  .B  &

#P can be represented as the 4-point random variable
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