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MASTER OF ARTS (ECONOMICS)
(MEC)
Term-End Examination

June, 2025

MECE-003 : ACTUARIAL ECONOMICS :
THEORY AND PRACTICE

Time : 3 Hours Maximum Marks : 100

Note : Attempt questions from each Section as

per instructions.

Section—A

Note : Answer any two questions from this
Section. 2x20=40

1. Define Markov chain. How do you present a
homogeneous Markov chain ? Write the
meaning of transition probability. Explain

the Chapman Kolmogorov equations.
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2. What is stochastic interest rate ? Discuss
any one of the important stochastic interest
rate models.

3. What is Multiple Lives Model ? How is it
used for pricing the assurance product ?
How is it different from Multiple Decrement
Model ?

4. Why is reserving important in insurance ?
Which of the reserving techniques you would
like to use for insurance industry ? Give
reasons in support of your answer.

Section—B

Note : Answer any five questions from this
Section. 5X12=60

5. What is Black-Scholes model ? How do you
get the replicating strategy in Black-Scholes
model ?

6. How will you compute the formula of
compound Poisson distribution 1in life
Insurance premium ?

7. Explain the following terms :

(a) Term insurance

(b) Pure endowments

(c) Martingale
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8. What is Extreme Value Theory (EVT) used
for ? Explain the Generalised Extreme
Value (GEV) distribution.

9. Describe the various components of a life

insurance table.

10. What do you understand by the following ?
(1) Unearned Premium Reserve (UPR)

(1) Incurred But Not Reported Claims
(IBNR)

(111) Incurred But Not Enough Reported
(IBNER)

11. What were the main objectives of
nationalization of iInsurance companies ?
What are the investment patterns specified
by the government for LIC and GIC ?

12. Write short notes on any {wo of the

following :
(a) Capital Asset Pricing Model (CAPM)
(b) Lundberg coefficient

(c) Effective interest rate
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