
                                                   ASSIGNMENT-1

ANS 1. The steps required in development of this model are:
 1.Setting out well defined objective which is to project the asset and liability  of the insurer after one year, so that sufficient capital is hold. This is done due to regulatory changes.
2.With the above objective in place, a modelling process will be designed to achieve the objective and the process of validation will be decided such as using previous  years asset and liability to see accuracy of model.
3.collect and analyse necessary data for the model, such as using internal source and the data used in calculation of worst case scenarios 
4.Involve staff and designers of worst case scenarios to check and provide data on the model and get feedback on the validity of model.
5.Arrange the necessary software package and language required in running the model and then create the model. 
6.Debug the program to see if the model behaves properly and provides sensible result.
7.Check the relation and sensitivity between various inputs and how it affects the final output.
8.Present findings to manager, with documentation and proper reasons for taking inputs and proper reasons for taking inputs and provide a number to management about the capital required to match the regulations.

ANS 2. Factors such as wrong input data, the wrong amounts of options and guarantee  has been entered which would mean the entire output isn’t accurate and useful. Other errors could be could be wrong parameters or wrong assumption taken regarding the relationship between parameters, that is the interest rate assumed or failure to understand relationship between claim and time of claim actually paid etc. Other influence could be sudden systematic change in market which hadn't been accounted four or charge management actions being different then what were discussed before being a stochastic model there could error of taking insufficient simulations and basing the final probability of a small sample which could lead to significant error 

ANS 4. list down
1. The validation process of data collected and model.
2. Any assumptions made in the model and its effect on the model.
3. Analysis of the output of the model.
4.  limitation and problems with the model.
5.  How the model parameters are related and their effects on output
6. Range of scenarios or proxy model 
7. Data and other items required for reproducibility of the process.

ANS 6. The separate results could be due to not following or maintaining steps of reproducibility by the original student. The error could be associated to the new Students not knowing all the assumption made while making the model due to lack documentation. It could also be due to different versions of software used or not the same being used, hence the randomness caused the major change in output. It could also de associated to wrong method by either of students in consideration.

ANS 8. Factors that company should look into are:
1. The company should look into internal records to identify amount of sick leaves taken.
2. Company could divide the employees by age- bands, gender to determine the Art distribution a get a sample.
3. Company could also divide employee as per pay or position to understand and cost to company of sick leaves.
4. Other factors like months with higher leaves can be identified and it could be checked whether many leaves are taken all together or not.
5. Factors like health insurance if provided by company could also be included. 
6. An average age of the workforce and its growth rate could identified. 
7. Changes in workface composition and Increase or decrease could be factored into the modelling process.
