ags2sEllodl

King Saud University

College of Science.

Department of Statistics & Operations

Research

First Midterm Exam

Academic Year 1442-1443 Hijri- First Semester

polall 4ls

Glalaad) & gan g slaal) ?"‘é

Exam Information (ladeY¥) cilaslza

Course name ddlaaal) 4 DA o)
Course Code <y, 465 S A ey
Exam Date 2020-11-30 \ 1442-04-15 Galial) b
Exam Time 10: 00 AM Oladiay) cd g
Exam Duration 2 hours | okis L oadiay) 3aa
Classroom No. LAY dcld a3
Instructor Name S A ) and
Student Information iUl <ila glaa
Student’s Name ltal) acl
ID number ekl a8 1)
Section No. dadd) ad
Serial Number (Aealeal) a8 )
General Instructions: dale Cilaglad

e Your Exam consists of 4 PAGES

(except this paper)

e Keep your mobile and smart watch out of the

classroom.

Balall Ay ald o 3al) 13

This section is ONLY for instructor

oda L) dndia 4 olaia¥l Gladiade o

(a4

i) Aol z s ASA e bl s Cail sell oli) cony @

# Course Learning Outcomes (CLOs) Related Points Final
Question (s) Score

1

2

3

4

5

6

7

8

EXAM COVER PAGE




Explain your reasoning for why you have answered a certain
value.

Exercise 1 You are given:

(i) The number of claims incurred in a year by any insured has a Poisson
distribution with mean .

(i) The claim frequencies of different insureds are independent.

(iii) The prior distribution of X is given by the probability density function:

2ON! o
=™

Year Number of insured Number of claims

1 40 23
2 20 34
3 60 ?

Calculate the Biihlmann-Straub credibility estimate of the number of claims
in Year 3.

Exercise 2 You are given four classes of insureds, each of whom may have
zero or one claim, with the following probabilities:

Class Number of Claims

0 1

I 0.7 0.3

17 0.6 0.4
117 0.8 0.2

A class is selected at random (with probability 1/3), and five insureds are
selected at random from the class. The total number of claims is one.

If 15 insureds are selected at random from the same class, estimate the total
number of claims using Biihlmann-Straub credibility.



Exercise 3 An insurance company sells two types of policies with the fol-
lowing characteristics:

Type of Policy Proportion of Total Policies Poisson Annual Claim Frequency
1 0 A =0.50
1 1—-4 A=15

A randomly selected policyholder is observed to have one claim in Year 1. For
the same policyholder, determine the Biihlmann credibility premium factor Z
for Year 2.

0—062 1.5—6 2.25—60 2—62 2.25—262
A) 1.5—062 B) 1.5—62 C) 1.5—62 D) 1.5—62 E) 1.5—62

Exercise 4 You are given:

i) Losses in a given year follows a gamma distribution with parameters o and
0, where 0 does not vary by policyholder.

it) The prior distribution of o has mean 50.

iti) The Biihlmann credibility factor based on two years of experience is 0.25.
Calculate Var(a).

Exercise 5 For a portfolio of insurance risks, aggregate losses per year per
exposure follow a normal distribution with mean 6 and standard deviation
1000, with 6 varying by class as follows;

Class 0  Percent of Risks in Class

X 2000 60%
Y 3000 30%
Z 4000 10%

A randomly selected risk has the following experience over three years:

Year Number of Fxposures Aggregate Losses

1 24 24,000
2 30 36,000
3 26 28,000

Calculate the Biihlmann-Straub estimate of the mean aggregate losses per year
per exposure in Year 4 for this risk.

A) 1100 B) 1138 () 1696 D) 2462 E) 2500
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APPENDIX A. AN INVENTORY OF CONTINUOUS DISTRIBUTIONS

A.2.3.4 Paralogistic—a, 0

This is a Burr distribution with v = a.

_ a?(z/0)" e 1
A e ) e A e ey )
k
Ext = ZT0F k/ro(‘f)(a —HY oy ch<a?
VaR,(X) = 6[(1—p) Vo -1V
E[(X Az)f] = o'r(L+ k/Fo(le;(a - k/a)ﬁ(l +kjo,a—kjoy1 —u) + 2Fu®, k> —a
1/«
mode = 6 (52:_11> , a>1, else0

A.2.3.5 Inverse paralogistic—r,60

This is an inverse Burr distribution with v = 7.

_ T/ N 7O
R ) R A Ea e
B = ZLOF YWD, ks
VaR,(X) = 6@p V" —1)~Y"
k
E[(X Az)f] = oI + k147('7)—§‘(1 — k/T)B(T +k/T,1—k/mu) + aF[1l —u7), k> —12
mode = 0(7’—1)1/T, 7>1, else 0
A.3 Transformed gamma family
A.3.2 Two-parameter distributions
A.3.2.1 Gamma—-q«,0
(e/6)c~/" s
k
M@) = (1-605)~¢ t<1/0 E[X’“]:%, k>—a
EX*] = 6"(a+k—1)---a, ifkisan integer
E[(X Ax)] = %ﬁf(a +k;x/0) +2F[1 —T(a;2/0)], k> —a

= ala+1)--(a+k—1)0"T(a+ k;x2/0) + 2*[1 —T(c; /)], k an integer
mode = f(a—1), a>1, else0
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Appendix B

An Inventory of Discrete
Distributions

B.1 Introduction

The 16 models fall into three classes. The divisions are based on the algorithm by which the probabilities are
computed. For some of the more familiar distributions these formulas will look different from the ones you
may have learned, but they produce the same probabilities. After each name, the parameters are given. All
parameters are positive unless otherwise indicated. In all cases, py is the probability of observing k losses.

For finding moments, the most convenient form is to give the factorial moments. The jth factorial
moment is ;) = E[N(N —1)--- (N — j + 1)]. We have E[N] = 1(y) and Var(N) = po) + (1) — “%1)'

The estimators which are presented are not intended to be useful estimators but rather for providing
starting values for maximizing the likelihood (or other) function. For determining starting values, the
following quantities are used [where nj is the observed frequency at k (if, for the last entry, ny represents
the number of observations at k or more, assume it was at exactly k) and n is the sample size]:

oo

= 1
Z kng, 6% = E Z k2nk: - ﬂ2'
k=1

k=1

S

//:L:

When the method of moments is used to determine the starting value, a circumflex (e.g., 5\) is used. For
any other method, a tilde (e.g., 5\) is used. When the starting value formulas do not provide admissible
parameter values, a truly crude guess is to set the product of all A\ and § parameters equal to the sample
mean and set all other parameters equal to 1. If there are two A and/or 8 parameters, an easy choice is to
set each to the square root of the sample mean.

The last item presented is the probability generating function,

P(z) = E[ZN]
B.2 The (a,b,0) class
B.2.1.1 Poisson—)\
—Ayk
po = ¢ a=0, b=X Pk ek:l/\
E[N] = A, Var[N]=A P(z) = M0
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