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MASTER OF ARTS (ECONOMICS) 

Term-End Examination 

December, 2018 	00670 

MECE-003 : ACTUARIAL ECONOMICS : 

THEORY AND PRACTICE 

Time : 3 hours 	 Maximum Marks : 100 

Note : Atteinpt questions from each section as per instructions 
given under each section. 

SECTION - A 

	

1. 	Answer any two questions from this section : 
(a) Explain the meaning of life annuities. 2x20=40 
(b) Calculate the single premium of immediate 

annuity for 5 years ff the monthly annuity 
is Z 50,000 increasing annually by 10% and 
discount rate is 10%. 

2. What do you mean by Dynamic Financial 
Analysis ? Discuss its features. 

	

3. 	Explain different categories of reserves in 
general insurance. Discuss the basic principles 
of reserving methods. 
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What do you mean by effective interest 
rate ? How does it differ from nominal 
interest rate ? 

If the interest rate for first 5 years is 10% 
second 5 years is 15% and third 5 years is 
20%, how much you should invest to 
receive a sum of 1,00,000 after 13 years ? 

SECTION - B 

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

5. What is optimal proportional reinsurance ? 
Explain your answer in details. 

6. (a) How excess loss reinsurance provision is 
different from quota share reinsurance ? 

(b) If an insurance company has re-insurance 
arrangements of quota share =20%, What 
will be the payment to be made by the 
insurance company if the claims are as 
follows : 

Claim amounts (in Rupees) 
(i) 	30,000 

10,000 

20,000 

(iv) 	50,000 

7. Why do we need to regulate the insurance 
industry in India ? Give reasons in support of 
your answer. 
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8. 	Define the following terms : 

(a) Sample space 

(b) Conditional probability 

(c) Martingale measures 

	

9. 	Explain unit-linked Msurance contracts. 

10. What is an extreme event ? How extreme value 
theorem is used by an insurance company ? 

11. The mean of severity distribution is 30 and 
standard deviation is 900. For p = 95% and 
k =5%, find the full credibility number of claims 
of the pure premium, given that 
cD-1(97.5%)=1.96. 

12. Write short note on : 

(a) Time value of money 

(b) Black - Scholes model 

(c) Capital Asset pricing model 
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