
 



1. (i) ∙ The expression suggests that this is an endowment assurance contract, with 

benefit on death and maturity being equal to S and term of contract being n years. [1]  

∙ Death benefits are assumed to be payable immediately on death  

∙ Maturity benefit is paid at the end of the contract term  

∙ Premiums are level and are payable continuously  

∙ Initial expenses are incurred on the day the contract is sold and are assumed to be a 

one-time cost  

∙ Renewal expenses are also assumed to be payable continuously  

∙ Claim related expenses are assumed to be payable immediately on death and on 

maturity.  

[0.5 mark for each valid point] [4] 

 

 

 

 



2. (i) (a) Endowment Assurance  

The endowment assurance, in return for a series of regular or single premium, provides 

following benefits:  

∙ a survival benefit at the end of the term  

∙ a lump sum benefit on death if it occurs before the end of the term. 

 

Cash flows from policyholder’s perspective, it will be a series of negative cash flows 

throughout the specified term or until death if earlier followed by a large positive cash 

flow at the end of the term (or death if earlier)  

Cash flows from insurer’s perspective, there is a stream of regular positive cash flows 

which cease at a specified point (or earlier if the policyholder dies), followed by a large 

negative cash flow. The negative cash flow is certain to be paid but the timing of that 

payment depends on whether / when the policyholder dies [2]  

 

(b) Term assurance  

A term assurance is an insurance policy which provides a lump sum benefit on death 

before the end of the specified term usually in return for a series of regular premiums.  

 

Cash flows from policyholder’s perspective, it will be a series of negative cash flows 

throughout the specified term or until death if earlier followed by a large positive cash 

flow payable on death, if death occurs before the end of the term. If the policyholder 

survives to the end of the term there is no positive cash flow.  

 

Cash flows from insurer’s perspective, there is a stream of regular positive cash flows 

which cease at a specified point (or earlier, if the policyholder dies), followed by a large 

negative cash flow, contingent on policyholder death during the term. [2] [4] 

 

(ii) For a fixed purchase amount, the annuity amount is inversely proportional to the 

expected number of annuity instalments, i.e. if the number of instalments is expected to 

be more, it reduces the annuity amount.  

 

The option (c) is expected to give the lowest number of annuity instalments as it will 

commence on the death of the first life and will be payable till the survival of the second 

life. Further, in other options the number of annuity instalments payable is expected to 

be more than under option (c). The lowest annuity amount will be for option (b) as the 

payments are expected to be for longer period. Hence option (c) will give highest annuity 

amount. [2]  

 

(iii) a < c < e < d < b [2]  

[8 Marks] 

 

 

 



 

 

3. 

 

 



 

Setting the EPV of premiums equal to the EPV of benefits and expenses gives 

 

 

 



4. Let Single premium = P  

 

Monthly Annuity amount (S) = 10,000 

 

 

 

 



ii) 
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6. Age = 40. Policy term = 30.  
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