1) Following are the steps that would be required in development of the model:
· Developing a well defined set of objective that need to accomplished through the process of modelling. (to project the assets and liabilities of an insurer after one year due to change in the regulatory capital requirements)
· Plan the modelling process and also the process to validate the model. (Model can be validated with the help of real-life experts)
· Collect and analyze the data required for the modelling. (We will be able to get the required data from the different department of the firm).
· Define the parameters for the model and appropriate values for the model. (Parameters can be various types of insurance products, premium, commission etc.)
· Discuss the estimates that are already been made in the worst case scenarios.
· Get the feedback of the model from the real-world experts.
· Communicate and document the results.


2) Factors which would cause this probability to be inaccurate:
· Unexpected number of claims incurred due to uncertain event like a pandemic.
· Recession in the economy and hence fall of market.
· Shortage in reserves causing selling off the assets of the company.
· Increase in the inflation and hence decrease in the interest rates.
· Bankruptcy of the company in which the loads of money is invested.

3) Various stages include 
· The model can depend on the objective.
· The first stage would include collection of the data
· Identifying the type of data would influence the type of model we choose.
· The type of model will also depend on various assumptions we took during analyzing.
· The type of model will depend on the type of result we want.
· For example :if we want a very specific result(single scenario based)  , we will choose a deterministic model or if we want a deep and accurate result(various possible scenarios) , choosing a stochastic model will be preferable. 
· Proxy models can be used in case we want faster results but that would result in less accurate results.

4) Results
· Tests performed to validate the output of the model.
· Any limitation of the model identified.
· Basis of which the type of model is chosen (deterministic or stochastic).
· Summary of the model.
· Objectives of the model.
· Assumption underlying the model.
· References to any research papers.

5) Advantages of this strategy:
· This model is easy to interpret.
· The model is age specific so data used will be accurate.
· The cost of making the model is low.
· This model is easy to understand and communicate.  
Disadvantages of the same:
· Past trend of consumption may not be good guide for the future consumption.
· Consumption will be sensitive to the pricing which may change in future.
· Competitor launching new and better alternative.

6) Following might be the reasons which might lead to variation in the results:
· Underlying assumption taken by both the actuary student can be different.
· Second actuarial student might not be able to interpret the model accurately.
· There is a possibility that the documentation provided to the second student is censored.
· Different sources of the data used by both the students.

7) The model is appropriate in the sense that:
· It is quite easy to understand 
· It is appropriate in sense to calculate only the present population distribution of the new town.
· But the current fertility and mortality rates cannot be totally relied upon in order to calculate the future estimation of the population.
· Some people might leave the town in coming future and others might migrate and we cannot accurately estimate the same using the current rates of fertility and mortality.
· Rates of mortality can change with the change in environmental conditions and with the influence of new diseases.



8) Factors that should be taken into consideration are as follows:
· Living standards of the employees
· Pre-existing Diseases
· Age group 
· Dividing the group on the basis of smoker & non-smoker
 

