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Frequency Distribution

Probability Frequency
0.6 0
0.3 1
0.1 2

Expectation 0.5
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0.5 x'n $1,000 2w 10907 NINanonn °
0.3 x'n $10,000 7w 10907 NnNanonn
0.2 x'n $100,000 7w 10907 NnNanonn

Severity Distribution

Probability Severity
0.5 51,000
0.3 $10,000
0.2 5100,000

Expectation 523,500



272100 TOO9NN NIATONN AIW'N

MNumber of

Losses First Loss Second Loss Total Loss  Probability
0 0 i) 0 0.6

1 1,000 0 1,000 0.15
1 10,000 0 10,000 0.09
1 100,000 i) 100,000 0.06&
2 1,000 1,000 2,000 0.025
2 1,000 10,000 11,000 0.015
2 1,000 100,000 101,000 0.010
2 10,000 1,000 11,000 0.015
2 10,000 10,000 20,000 0.009
2 10,000 100,000 110,000 0.006
2 100,000 1,000 101,000 0.010
2 100,000 10,000 110,000 0.006
2 100,000 100,000 200,000 0.004
Expectation 11,750
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P(n=1)x P(x = $1,000) = 0.3x 0.5 = 0.15
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0.1x0.5x0.5=0.025
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E(N)=0.6x0+0.3x1+0.1x2=0.5
E(X)=0.5xx$1,000 + 0.3x $10,000 + 0.2 x $100,000 = $23,500
E(S)=E(N)x E(X)=0.5x$23,500 = $11,750
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Total Loss Probability Distribution

0 60.00% 60.00%
1,000 15.00% 75.00%
2,000 2.50% 77.50%

10,000 9.00% 86.50%
11,000 3.00% 89.50%
20,000 0.90% 90.40%
100,000 6.00% 96.40%
101,000 2.00% 98.40%
110,000 1.20% 99.60%

200,000 0.40% 100.00%
Total 100.00%
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UL = OptVaR = Loss(D > 95%) — EL
OptVaR = $100,000 — $11,750 = $88,250



Frequency distnbution 1 Seventy distnbution

0 1 2 31 310 $100
Mumber of losses (per year) Loss size ($000s)
i Loss distnbution
Expected
loss
> 05 $11,750 VAR -

0 1 2 10 11 20 100 101 110 200
Loss per year ($000s)
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