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Exercise 1 In a portfolio of insurance policies, the number of claims for each
policyholder in each year, denoted by N , may be 0, 1, or 2, with the following
pf: fN (0) = 0:1; fN (1) = 0:9� �; fN (2) = �. The prior pdf of � is

f�(�) =
�2

0:039
0:2 < � < 0:5

A randomly selected policyholder has two claims in Year 1 and two claims in
Year 2. Determine the Bayes estimate of the expected number of claims in Year
3 of this policyholder.
(1) 1.722 (2) 0.722 (3) 0.322 (4) 1.319

Exercise 2 Let Sj the total losses experienced by a policyholder at period j =
1; 2; :::; n and Sj is a coumpound Poisson and loss amounts have mean 5 and
variance 100. Determine the expected total number of claims required for full
credibilty if
a) The aggregate losses must be within 3% of expected aggregate losses 95% ofthe
time.
b) The actual number of claims must be within 3% of the expected number of
claims with probability of 95%.
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