SUGGESTED SOLUTIONS TO DHW TEXTBOOK EXERCISES

Exercise 5.9

We can write
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the geometric average of the survival probabilities from mortality tables A and B. Therefore,
the true value of a, satisfies
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The third line follows from the fact that geometric averages always produce smaller values
than arithmetic averages. Hence, the approximation suggested by the student will always
overestimate the true value of the annuity. Equality will hold if and only if

A= pB. for all k.
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