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Example . [The Weibull Distribution]

X - Weibull ( O ,
T)

Fxcx) -- y - e
- CF )'

claim
.
I i-Th . X is also Weibull

.

K70

RIK Ey] I
'

RIK . xey]
y >o

:

Feig) ;
= pix ' I ]by def

'

"

= -5×1,2 ) k t
= 1 - e

- O

y I

= 1 - e
-

KO

⇒ I - Weibull (8=32.0
,

-i= I
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Loss Elimination Ratio . (LER)

. . .
is the ratio of the decrease in the insurer 's expected

pmt w/ an ordinary deductible d
to the insurer 's expected pmt w/ no deductible

.

As usual : X . . - loss random variable

Assume i E(x] cos

ELX] - Efcx-d)+] Efxnd]
LER =

=

Efx] ELX]

Note : Et (xx d] s FLEX] ⇒ LER E 1

Example .
Let the ground -

up loss r.v . X be exponential w/
mean 5000 .

Assume that it's insured by an insurance policy w/
an ordinary deductible of 2500 .

Find the loss elimination ratio !

> : X- Exponential (mean = 0=5000)

By def
'
n . LER =

ELXnd]

ELX]

LER .
O " - e

- &)
= y - e

- ¥
= Fx (d)

0

In this problem :
her = y- e

- 255088
= y - e

- I
= 0.3935

.



X- Exponential (mean -- O)

(ER -0.7
d
-

-
I ~d= g d

> : LET = ?

Cii) ⇒ 0.7=1 - e
- ¥ ⇒ e-8=0.3

LET = 1 - e
- I

= y - e
- 458 = y - et f-

%

LET = 1- (0.334/3= -799



X- Pareto(2=2,0--5)

5=1.2X n ?

> :

G

E-x.X

y >o : FyCy) -PICK
-X Ey]

= PIXIE]
-
- ECI) -- y -

O d

= f -
K -O

a
T2to

y ta
-O

d-to ⇒ In Pareto (2--2,8=7.0)

LET =

# Kind]
.

# ( t -Eon)'
' ') g I,

~
= 1 - d-18EEK] e

I - i

In this problem : 1-
, +66

2-'
= f -# = 1 - Zg = 5g


