
MTH5126 - Statistics for Insurance  
 

Academic Year: 2022-23 Semester: B
 

Worksheet 10 
  

You are recommended to use Excel spreadsheet to perform your calculations for run-off 
triangles. 
 
Q1. Ruin theory (Excel-based) 

Individual claim amounts are exponentially distributed with mean 1 and the premium loading 
factor is θ. The formula for the probability of ultimate ruin, Ψ(U) is: 
 

Ψ(𝑈) = 	
1

1 + 𝜃 	exp	{−	
𝜃𝑈
1 + 𝜃} 

 
i) Plot a chart showing how the probability of ruin varies for values of θ       ranging from 0 to 1, 
when U = 0.5.  
 
ii) Comment on what can be concluded from your chart in part (i). 

 

Q2. Run-off triangles 

 
 
Further practice: 

As usual, after each lecture and tutorial, check that you can now do the lecture 
examples/questions and tutorial questions without looking at the answers. 


