
EXAM M QUESTIONS OF THE WEEK
S. Broverman, 2005

Question 7 - Week of September 5

You are given the following table of probabilities in a 3-decrement model.
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(a)  Calculate each of the following probabilities
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(b)  Using an annual effective interest rate of 6%, find the actuarial present value at age 30 for a
3-year discrete term benefit that pays 1000 at the end of the year of decrement if due to
decrement 1.

(c) Show that the data in this table is inconsistent with the independence of random variables
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The solution can be found below.



Question 7 Solution
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The inconsistent values of  indicate that  and  cannot be independent.0 Ð"Ñ X NN


