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Open-Ended Response Answer Key

1. Steps to analyze data and predict potential insurance claims:

e Collect historical claims data, including types and frequencies of
claims.

e Analyze demographic and environmental factors that may
influence claims.

e Create mathematical models to predict future claims based on
historical data and variables.

e Conduct scenario testing to understand the impact of different
factors on claim predictions.

e Present findings and recommendations to insurance companies for
setting premiums and managing risk.

2. Challenges actuaries might face when creating complex mathematical
models include handling large datasets, choosing appropriate variables,
and ensuring accuracy. They can address these challenges by using
advanced software, collaborating with experts, and conducting rigorous
testing.

3. Ethical considerations for actuaries involve avoiding conflicts of interest,
providing unbiased assessments, and prioritizing the financial well-being of
their clients or organizations. They should also maintain transparency and
integrity in their work.

4. Actuaries contribute to the financial stability of insurance companies and
organizations by accurately assessing risks, setting appropriate premiums,
and developing strategies to manage risks effectively. Their work helps
organizations avoid financial crises and fulfill their obligations to

policyholders or stakeholders.
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