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Problem 5.5. An insurance policy on a ground-up loss X has:
• no deductible;
• a coinsurance of 50%; and
• a maximum policy payment per loss of 5000

Let X be modeled using a two-parameter Pareto distribution with α = 2 and θ = 10000. What is the
expected payment per loss for the insurer?

Instructor: Milica Čudina

M339J : February 22nd, 2023 .
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Problem 5.6. Source: Sample STAM Problem #279.
Loss amounts have the distribution function

FX(x) =

{(
x

100

)2
, 0 ≤ x ≤ 100

1, x > 100

An insurance pays 80% of the amount of the loss in excess of an ordinary deductible of 20, subject to a
maximum payment of 60 per loss. Calculate the conditional expected claim payment, given that a payment
has been made.

Instructor: Milica Čudina
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74. $�SULPDU\�LQVXUDQFH�FRPSDQ\�KDV�D���������UHWHQWLRQ�OLPLW��7KH�FRPSDQ\�SXUFKDVHV�D�

FDWDVWURSKH�UHLQVXUDQFH�WUHDW\��ZKLFK�SURYLGHV�WKH�IROORZLQJ�FRYHUDJH�
�
� � � /D\HU���� ����RI���������H[FHVV�RI���������
� � � /D\HU���� ����RI���������H[FHVV�RI���������
� � � /D\HU���� ����RI���������H[FHVV�RI���������
�
7KH�SULPDU\�LQVXUDQFH�FRPSDQ\�H[SHULHQFHV�D�FDWDVWURSKH�ORVV�RI����������

�
&DOFXODWH�WKH�WRWDO�ORVV�UHWDLQHG�E\�WKH�SULPDU\�LQVXUDQFH�FRPSDQ\��
�
�
�$�� ��������
�
�%�� ��������
�
�&�� ��������
�
�'�� ��������
�
�(�� �������� �

Retain

0.15

O . 10
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Priorayer 1 within Layer 1
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100000 t0.15 (100000)
within Layer 2

+ 0.10(100000)

+ 0.05 (450000 - 300000)
within Layer 3

= 132,500



)$0������ - �� -�  

50. ,Q�<HDU���D�ULVN�KDV�D�3DUHWR�GLVWULEXWLRQ�ZLWK� �D  �DQG� ����T  ���,Q�<HDU���ORVVHV�
LQIODWH�E\������
�
$Q�LQVXUDQFH�RQ�WKH�ULVN�KDV�D�GHGXFWLEOH�RI�����LQ�HDFK�\HDU��� L3 ��WKH�SUHPLXP�LQ�\HDU�L��
HTXDOV�����WLPHV�WKH�H[SHFWHG�FODLPV��
�
7KH�ULVN�LV�UHLQVXUHG�ZLWK�D�GHGXFWLEOH�WKDW�VWD\V�WKH�VDPH�LQ�HDFK�\HDU��� L5 ��WKH�
UHLQVXUDQFH�SUHPLXP�LQ�\HDU�L��HTXDOV�����WLPHV�WKH�H[SHFWHG�UHLQVXUHG�FODLPV��
�
�

�
����5

3
 ��

�

&DOFXODWH� �

�

5
3

��

�
�
�$� �����

�
�%� �����

�
�&� �����

�
�'� �����

�
�(� �����
�
 �

Xin Pareto (4--2,9=3000)
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