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MECE-103 : ACTUARIAL ECONOMICS : THEORY
AND PRACTICE

Time : 3 Hours Maximum Marks : 100

Note : Attempt questions from both the Sections as

per instructions given.

Section—A

Note : Attempt any two questions from this

Section. 2x20=40

1. Define the term ‘interest’ with illustrations.
Distinguish between nominal interest rate and

effective interest rate with expressions stated

for both.
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2. Differentiate between a pure endowment
insurance policy and a finite endowment
insurance policy. What is meant by the term

deferred life insurance ?

3. Explain the concept of value at risk (VaR).
Discuss the three major approaches to

estimating the VaR.

4. How does classical theory of credibility differ
from the one formulated on the basis of Bayes’
Theorem ? Which approach would you prefer ?
Why ?

Section—B

Note : Answer any five questions from this
Section. 5x12=60

5. What are the key concepts of finance that are
also applied in actuarial analysis ? Outline each

one of them briefly.

6. State the three types of pension funds in vogue

in India with its distinctive features.

7. Distinguish between the Weak Law of Large
Numbers (WLLN) and the Strong Law of Large
Numbers (SLLN). What do the two laws

basically convey ?
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8. Distinguish between discrete time stochastic
process and continuous time stochastic process.
Also, classify stochastic processes based on time

index and state space.

9. Describe the concepts of hazard function and

cumulative hazard function.

10. Distinguish between the prospective and the
retrospective methods of computing the benefit
reserves.

11. What is risk management ? What is its focus ?
Specify the methods of identifying risks.

12. Write short notes on any two of the following :
(a) Markov’s Theorem

(b) Poisson-Gaussian process

(¢) De Moivre’s Model
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