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MECE-003 : ACTUARIAL ECONOMICS : 
THEORY AND PRACTICE 

C) Time : 3 hours 	 Maximum Marks : 100 
Note : Attempt questions from each section as per instructions 

given under each section.. 

SECTION - A 

Answer any two questions from this section : 	2x20=40 
1. (a) Explain the meaning of survival model. 

Discuss the important survival models and 
state if you would like to prefer any one of 
these. Give reasons for your choice. 

(b) What is the basic difference between 
Buhlmann credibility and Bayesian 
analysis ? Which of these two approaches 
is better for credibility analysis ? Give 
reasons for your answer. 

2. Describe arbitrage-free pricing for insurance. 
Discuss the non-arbitrage constraint in which in 
insurer accepts the liability to pay for the loss 
claimed and comment on its relation to insurance 
pricing. 
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3. Justify the equivalence principle used for deciding 
the insurance premiums. Write the equation of 
equivalence principle and explain it to support 
your justification for premium fixation. 

4. What is Panjer recursion ? Discuss its use in 
collective risk modelling ? 
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SECTION - B 

Answer any five questions from this section : 	5x12=60 

5. Explain the concept of Markov Chain. How will 
you use it in solving insurance problems ? 

6. What is the meaning of individual risk model ? 
How is it different from collective risk model ? 

7. What is Cramer-Lundberg approximation in 
classical theory of risk ? Comment on its 
application in risk management in insurance. 

8. How do you define ruin probabilities ? Discuss 
your answer taking the example of Gambler's ruin 
problem. 

9. Explain the factors, instrumental in reforms in the 
insurance sector in India. Give a brief account of 
working of IRDA. 

10. Describe how insurers manage their risks in ways 
other than re-insurance. 

11. Explain the Chain Ladder reserving method. 

12. What is Extreme Value Theory (EVT) used for ? 
Explain the Generalised Extreme Value (GEV) 
distribution. 
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