
EXAM M QUESTIONS OF THE WEEK
S. Broverman, 2005

Question 12 - Week of October 10

A continuous loss random variable  is uniformly distributed on the interval  .\ Ð!ß "!!Ñ

(a) If a loss is over 20 but less than 80, an insurance policy pays 50% of the loss amount that is
over 20. If a loss is over 80, the insurance pays the . Find the expectedfull loss amount over 20
cost per payment for this insurance.

(b) If , a risk manager is paid a bonus equal to 50% of the difference between  and 50.\  &! \

 (i) Find the mean and variance of the bonus received by the risk manager.
 (ii) Find the expected bonus, given that .\  &!

The solution can be found below.



Question 12 Solution

(a)   is expected cost per loss.' '
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