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INSTRUCTIONS:  Answer question one and any other two questions.  
 

QUESTION ONE (30 MARKS) 

a) Discuss the main distribution channels for insurance products.  (4 Marks) 

b) Outline the main requirements of a life insurance model.   (6 Marks) 

c) Explain what “Monitoring the experience” entails in the actuarial control cycle(3 Marks) 

d) What is a model point and what does it represent?    (3 Marks) 

e) Briefly how the revalorization method of dividend distribution works (4 Marks) 

f) Distinguish between mortality and morbidity as used in life insurance. (4 Marks) 

g) Outline the investigations that an actuary may need to perform in order to provide checks 

and control on the business.       (4 Marks) 

h) Distinguish between the economic value and accounting value of a portfolio(2 Marks) 

(2 Marks) 

QUESTION TWO (20 MARKS) 

a) Describe  the “addition to benefits” approach of distributing profits. (10 Marks) 

b) Distinguish between the terms lapse and surrender as used in life  assurance(4 Marks) 

c) Discuss the main uses of models      (6 Marks) 

QUESTION THREE (20 MARKS) 

a) Define asset-liability management  and state its importance to a business (4 Marks) 

b) State and explain the fundamental steps of an ALM process.  (10 Marks) 
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c) Discuss the following ALM principles; 

(i)  Diversification  

(ii)  Uncertainty  
(iii) Hedging  

QUESTION FOUR (20 MARKS) 

a) Define an endowment policy and discuss the risks associated with it. (10 Marks) 

b) What are the factors to consider when pricing an insurance product? (5 Marks) 

c) Discuss the main types of models used in life insurance   (4 Marks) 

d) Define what a rigorous model is      (1 Mark) 

QUESTION FIVE (20 MARKS) 

Discuss the main sources of risk to a life insurance company.   (20 Marks) 


