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TIPPATAI PONGSART : BAYES PREMIUM FOR A CLAIM
DEPENDENCE MODEL WITH COMMON EFFECT.

THESIS ADVISOR : PROF. PAIROTE SATTAYATHAM, Ph.D. 85 PP.
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In risk theory, insurance premiums are calculated from a model using claim
data which can be constructed in two dimensions with one dimension representing
time and the other representing distinct insured individuals. Several models found in
the literature allow for independence assumptions across different risks for the sake
of convenience and mathematical tractability. However, these assumptions may be
violated in some practical situations. In this thesis, modelling claim dependence is built
under the common effect in the framework for investigating the Bayesian Premium. The
study is separated into two parts.

In the first part, model descriptions and preliminaries are introduced. We study
the basic properties of some types of premiums corresponding to the model.

In the second part, we derive some results in order to find the Bayesian premium
under square-error loss function for arbitrary distributions of both claim amounts and
common effect. We also establish the Bayesian premiums for lognormal and normal
claim amount distributions while the common effect of both are normally distributed.

As an application of this part, we illustrate how the common effect influences

the Bayesian premiums by using an actual motor insurance positive claim data set of



I

1,296 observations for the year 2009. These data were supplied by a non-life insurance

company in Thailand.
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