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Question 13 - Week of October 17

A compound Poisson claim distribution  has Poisson parameter   and severityW œ #-

distribution  
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(a) Find  and  .IÒWÓ Z +<ÒWÓ

(b) Find   two ways:T ÒW œ $Ó
 (i) using a combinatorial approach, and
 (ii) using the recursive method.

(c) A deductible of 1 is applied to each individual claim . The aggregate insurance payment\
(after deductibles are applied) is . Describe the modified frequency and severity,  and .W R \w w w

Find    and  .IÒW Ó œ IÒR Ó † IÒ\ Ó IÒW Ó œ IÒRÓ † IÒÐ\  "Ñ Ów w w w


(d) Stop loss insurance with a deductible of 2 is applied to . Find  .W IÒÐW  #Ñ Ó

The solution can be found below.



Question 13 Solution
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(c)  has a Poisson distribution with mean T Ò\  "Ó œ Þ' ß R Ð#ÑÐÞ'Ñ œ "Þ#w

\ œ \  "l\  " œ
"w Conditional dist of  .prob. 1/3
2 prob. 2/3œ
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œ %  Ð"  / Ñ  Ð"  /  Þ)/ Ñ œ #  #Þ)/# # # #.


