
Suggested solutions to DHW textbook exercises

Exercise 4.15

Although not clearly stated in the problem, we will assume that benefits are payable at the

moment of death. Begin by writing Z1 =

{
vT , T ≤ n

0, T > n
= vT I(T ≤ n) and Z2 = vT , from

which it follows that Z1Z2 = v2T I(T ≤ n) and

E[Z1Z2] = E[v2T I(T ≤ n)] = Ā2 1
x:n .

The required covariance therefore can be written as

Cov[Z1, Z2] = E[Z1Z2] − E[Z1]E[Z2] = Ā2 1
x:n − Ā1

x:n Āx.
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