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MECE-103 : ACTUARIAL ECONOMICS :  

THEORY AND PRACTICE 

Time : 3 Hours     Maximum Marks : 100 

Note : Attempt questions from both the Sections as 

per instructions given. 

Section—A 

Note : Attempt any two questions from this 

Section. 2×20=40 

1. What is Actuarial  Modeling ? Explain the 

different types of actuarial models.  

2. Show that :  

(i) The variance of ‘Ornstein-Uhlenbeck 

process’ is bounded.  

(ii) The ‘mean reversion jump models’ can be 

reduced to a ‘compensated Poisson process’.   
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3. Outline the application of ‘cumulative 

distribution function’ and ‘survival distribution 

function’ in actuarial situations. 

4. Explain the concept of ‘diserete benefit 

reserves’ with equations. Indicate the changes 

in equations, if the policy were to be ‘semi- 

continuous reserves’.  

Section—B 

Note : Attempt any five questions from this 

Section. 5×12=60 

5. Indicate how ‘intuition’ helps a gambler to 

minimise his chances of ‘ruin’.  

6. Enumerate the factors that affect ‘option prices’ 

indicating the bounds for ‘call’ and ‘put’ options 

of stock. 

7. Distinguish between ‘nominal interest rate’ and 

‘effective interest rate’.  

8. Determine the survival function in the case of 

Gompertz model.  

9. Outline with expressions the cumulative 

distribution function of a ‘time until death’ 

random variable. 
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10. Explain the notations used in a typical life table 

with a distribution on ‘current life table’ and 

‘cohort life table.’ 

11. Define the term ‘contingent payment’. Express 

the equations for ‘insurance benefit’ for a 

contingent payment. 

12. Outline the theoretical form of a ‘Generalised 

Extreme Value (GEV) distribution. 
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