Introduction to Actuarial Models
Assignment

Que1: Set out the steps you would take in the development of the model.
· For the development of model, we need a well-defined set of objective. In the case the aim is to develop a model to project the asset and liabilities of insurer after one year.
· Secondly, the Validation and testing the plans for modelling process
· The third is to collect all the necessary data for the model, 
E.g. Family background, old claims and all necessary data require.
     -    The suitable parameters are also important. So by choosing parameter on the 
          Basis of economic factor and claim distribution factors etc.
· At first define the model with the aspect of real-world system further refining the model at later stage. Also take in consideration the observations made from worst case scenarios.
·  Debug the model to check whether it is done as per the requirements or not and start testing the reasons for the output like sensitivity testing to see the impact of small changes in parameters and reviewing the parameter which has the greatest effect on the results.
· At last, communicate the result with your team and document the result of the model

Que2: Factors which could cause the probability to be inaccurate.
· There are many up and downs in economics, which can cause the fall in market. 
· Sometimes the no. of claims increase than expected. 
· Due to high inflation, decrease in interest rates.
· Lack of insecure amount leading to sell company’s assets.
· Due to uncertain event like Bankruptcy, pandemic and etc.

Que4: Key items that must be included in the documentation of the model are as follows:
· References of the research papers used in the model.
· Major objectives of the model.
· Several presumptions of the designed model.
· Various testing done to validate the output of the model.
· Summary of model results.
· On which aspect the type of model is chosen whether stochastic or Deterministic.
· Cons of the model identified.

Que5: Advantages of the model includes:
· The model is cost effective.
· The model is easily understandable.
· The past consumption are likely to be accurate.
· The major factor taken into consideration while designing a model is age factor.
               Disadvantages of the model:
· A rapid increase in consumption rates might not be the case for longer periods.
· Past trends of consumptions by age might not be the best guide for the future trends.
· Competitors launching new products.
· The projections of the population for age specific may not be a perfect guide as population vary with fertility, mortality rates.
· Consumptions might be linked with pricing and hence inflation.
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Que6: The possible result in change could be:
· There is a chance that F.Y student shared the censored data.
· The sources from where the data is collected could vary.
· Both actuary student could have different mind-set regarding the project.
· The probability that the S.Y. actuary student could not elucidate the model perfectly.
Que7: 
· The application of required model should be uncomplicated.
· The data for the model is easily available from reliable source.
· There are possibility of uncertain event to take place, like pandemic, etc. hence resulting in change of rates.
·  There are high chances that the initial point of the model is inappropriate.
· The trends in fertility rates should be consider for the required model

Que8: Factors affecting the health of the employees are as follows:
· The age bands.
· Living standards may vary.
· Old disease/ Birth borne diseases.
· History of past medical claims.
· Categorising the data, e.g. smoker and non-smoker.  
· 
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