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Solution to Exerc. 3, Prob. 5
Problem 5 (i) We know that

i
tPz = expG—f Py d8)-
0

8i—1 S
si=tiPx+t; = exP‘f /~"x+t.'+sd3) = exPG‘/ Viz450S).
hence we get
L= (P‘x-}-%)D: exp(—},tx+%Ew).
Then maximization of L with respect to Byl Bives
2

~ Dg
P’x+% o E

(ii) Suppose for example that one of the two lives (z + 0.4) dies at z + 0.6. This implies
that the other live of the two either leaves at = + 0.5, z 4+ 0.8 or = + 1. So the exposure must
be

Er = ((z+06)—(z+04))+ ((z+0.5) — (z+04)) + (z +0.2) —2) + 2 x ((z +0.8) — z))
+7x ((z+1) —z))
9.1.

All the other possibilities must also give the same value, that is

E, =091
Since
~ D,
p‘:c+% -ET;;

and D, = 1 we see that



