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A special fully discrete 20-year endowment insurance policy issued to  has a death benefitÐBÑ

of    if  dies in the -th year for   . If  survives to age , the"!!!  Z ÐBÑ 5 5 œ "ß #ß ÞÞÞß #! ÐBÑ B  #!5

endowment benefit is 1000. The annual effective rate of interest is 8% and mortality probability
is    for   .  Find the variance of the issue date loss random variable.; œ Þ!# C œ Bß B  "ß ÞÞÞC

The solution can be found below.



Week of September 3/07 - Solution

We use the recursive variance relationship
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Continuing in this way, we see that
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