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= Arcones Study Manual for SOA
Exam FM/CAS Exam 2, by
Miguel A. Arcones.
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AFINITUNTIFLIU

LA 1AF951839
o naunaantile (theory of interest)
0 WU (annuities)

o AMsUssiivyaA R unvuUIatan (valuation of small
loans)

o n1sdssifiuyarnilgsna (valuation of corporate
loans)
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N13ARAANTLUF I UFALALNITATUIUDHNT
namauununie’lu (discounted cash flows and the
internal rate of return)

NANNITIUATELLLIRNAIL AW UINUN VD INFTIET
(duration matching) A1uWUKIU (volatility) way
N1EAULINTG (convexity)

atlarAdnslscnugiIa (life insurance mathematics)

n1sdnilavAaudavaians1d19aunus (derivative
securities and hedging)
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hRIMTHIBGHEC DB RIS

fadudu P Aan t, iduTalhdluduowdu S

nant,

o P>Su#%1->S/Puia1-> 1+

11> S/P = (P+S-P)/P =1+ (S-P)/P = 1+i
i=(S-PpP
i Ueifvnanidandadnadauniay (13 payable in arrears)
Tug98158UI N £, uar t,

aantdandszndlaadartiun1a3un?d lddluaanidasng
RN
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hRIMTHIBGHEC DB RIS

nanidaldaarvnia (payable in advance)

aNNP>S
P/S=>14% 1-d 2> 1
P/S = (S-S+P)/S = 1 - (S-P)/S = 1-d > 1 u3a
d = (S-P)/S
d Wegdemanidaniagtoaiemin (M3a payable in
advance) ‘luaqviia15euie t, was t,
d ﬁ%aégmﬁmﬁé“mwﬁﬂaﬂ (discount rate)

0 mamsmamummﬂu i ay L‘swmmmseﬁaﬁwmmoamo 7
181 t, muaﬂdouau UL L2AN t2 L'sﬂm'scﬁaﬁwawuuu‘luiﬁm
1-d mauamﬁwao 1 UMV
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= fag1d 1:ivsd

2

I=50%
14- .
0- T T
0 time

d=33%

time
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hRIMTHIBGHEC DB RIS

= §17289 2: yaA1uavnasnuluaiaiian 3 1

150 150-] 1501 140
,.....,.......120 .. -
100] 100] .
| ' 80
50 50w 50
01 | | 01 | | |
o 1 2™ 0 1 2 ™ 3
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hRIMTHIBGHEC DB RIS

Mat19 2: yartuadnadnulugingn 3 1

0 NENNUNNGE
= (S-P)/P = (120-100)/100 = 0.2 %32 20%
= (S-P)/P = (50-100)/100 = -0.5 132 -50%
4= (S-P)/P = (150-100)/100 = 0.5 w32 50%
do.1y = (S-P)/S = (120-100)/120 = 0.167 w3a 16.7%

0 MNNaANIdu 83 davdlziiiuinnatendlu 1 ymlugaaian
12 Liiaws (1-0. 167 =0.833 > 1) Wiaansnaniiainnuy 20%

0 maam'\mamummﬂu 20% wazisdavnistauasuivadelu
Suil mea\aﬁmuavnﬂdquau‘mm‘luaﬂ 1 Y191 151875
83 ULLA 83 amoﬂmauamﬁwm 1Tumn d7uan 1152
discount lun1sdnaduaraminlunsdifiivingy 17% sall
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hRIMTHIBGHERIC N RIERIS

= §17289 2: yaA1uavnasnuluaiaiian 3 1

O AANNUNINEL

Time Average Interest rate
Interval i d
(0,1) : = 20% s =16.7% per annum
(1,2) = =-58% | —I=-140%
(2,3) 2 = 200% 2 — 67%
(0,2) —3 = —50% —1=—-100% | per two years
(1,3) 1 — 25% 1 — 20%
(0,3) 3 =50% 5 = 33% per three years
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ATSNUMU VS N19ARNAR

N19MUAL (accumulating)

a0 A9ARITMUIULNUAINKUA LU Tuaunrae tou P e 1
11u S Tuauran 811519 P yad1was S A15:tlu

S = Px(1+i)
n1arAman (discounting)

Q ﬂ’]‘iﬂﬂﬂﬂu’luh‘luﬂauﬂa'ﬂlﬂﬂﬂLﬁJJG]‘LL L"D"LL L‘ﬁ']l.’ill(ﬂu
A S LLauﬂm'\meawL\mﬂauwmumﬂmmamz
71 S mauil 011513 S yaA1uay P a15ziilu
P = Sx(1-d)
wdafiisnduias P = S/(1+) datiu d BilednsnAnaniis
AULALALUN
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nanlbyAINn

= A5 nUaINUNINTUsUHIAIS IeaN7 1

8_
2L
6- compound .-
interest .-

4_

simple
9 interest
O— I

0 1 2 fime 3
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A9 laUadNUNInTUusUIA1s 1 aNn 11

0 gNsesetnan 13

8/6/2018

Tuaaeilusn (0,1)

0 i=(S-P)/P = (2-1)/11 = 100%
0 d = (S-P)/S = (2-1)/2 = 50%
Tuaiifidgas (1,2)

0 i =(S-P)/P = (4-2)/2 = 100%
0 d = (S-P)/S = (4-2)/4 = 50%
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nanlbyAINn

A9 laUadNUNInTUusUIA1s 1 aNn 11

0 gwN5eselIan 2 1
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davilusn (0,2)

0 i =(S-P)/P = (4-1)/1 = 300%
0 d = (S-P)/S = (4-1)/4 = 75%
Tuatavilfi 1-3 (1,3)

0 i =(S-P)/P = (8-2)/2 = 300%
o d = (S-P)/S = (8-2)/8 = 75%
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nanlbyAINn

FUUATAIIUIULNU a1 1A t = f(t)

LG _ 1@ _ @) _
f@ f@  £(0)
vrmummmﬂauuuﬂawmwu‘Lunamu‘Lumnq 1 zdiamsn
ATl TnQetAingu 2 Winlunng 1 uaz 4 winlunng 2 1

F@ _f@ fQ) _ a4 SO B @ o
OO A OO
0 A1UINTYLLIRUNINY 6 LHaU

1

r _ 1)
1) 7@

=f(l)=2%=\/§= 1.414

2
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g5

f(Eo+24) _ f(to+A)

f(totA) f(to)
FavATMUAANSUAL 2 A lRaLAFUAISAIULL 12
AMUA Y f(0) = 1 uas f(1) = 2 ANaUVIFNNITATULUIY
T f(t) = 2t
AANSUNTINIANGIULG t B9 t+1
0 i =(S-P)/P = (21 - 2)/2t = 1
0 d = (S-P)/S = (21 = 21/2t+1 = 1/2
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smoothly growing fund

e

0 ﬂamuﬁﬁmﬁL]J?is;luu,ﬂawapaﬁmau@u‘luﬁz‘mw
PFIFLULIANUNNINU TUD AT AN

0 nawufiiidnsinaniialuavsenanvindusidviagu

o nawuiTauuundan (exponential)

f(t) = 2t = V693t = exp(0.693t)

0 0.693 %152 6.93% @Aa wavuavnantile (force of interest) Gvae
aAuNuAIaSyanyal o

0 usvpavnanids Aa Frurusanidafiazlasuu 12 thau an
nantiagniInasnatilasnaaniian
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smoothly growing fund

dviunlinandawindy i wasAsuaw f(0) =
1 uaz f(1) = 1+i = e®
o f(t) = (1+i)t = ¥

_ _ AE+HL_ 141\t N\E— .
S—P _ ft+1)—f(t) _ (1+10) .(1+1) _ (1+i)" -1 — i sail
P f(t) (1+i)t
S-P _ f(t+1)-f(t) _ (@+)t-a+)t  @a+d-1 i
4T T f(t+1)  @+DYYY 1+ 1+
d ¢iall
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smoothly growing fund

fnae19 3: suransuinilvanananiduuiase

10% siall

0 Fuuulunaans o 1981 0 1 uas 2 il
1>1.1>121=1.12%%a 1.1/1 = 1.21/1.1

0 sazé*ommvlé"hﬂaﬂLﬁﬂy,uumuﬁu (compound
interest) arAumaniiisludruvavnanidaiitaasunn
lunaunihilans druaanidauvudng (simple
interest) Az lidnananidalugrunsnans

o FnuBulunasmuiarnaidiwllasmndy
f(t) = 1.1t TnadEusiuda f(0) = 1 uax f(1) = 1.1
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‘ smoothly growing fund

117
/ 1.21
% |
. 1.049
. —_—
1 time

0

8/6/2018

Nattawoot Koowattanatianchai

27



SURaNLLEANU UV UIIAY

NN Uty lusseaenan 2 1 a1

surA1saaaniiy i = 100% (d = 50%) waz

IR wavlUgiINnIdLRanavil

0 UaaaTidusudu $1 Tudeyd o t =1 1o lihidlu $4
aut=2 Tﬂa”luaauﬂaﬂmﬂaaﬂm‘l,wmo (0,2)

o naumaniiuaanui $1 saudanuilii 1 uazlanailii 2
Sulutiydmdaud $1 ludaratlii 2 (srusuvivnun $3)

o naumaniiuaanun $0.50 auduilil 1 warduilii 2
Sulutiydmdaud $1 ludaratlii 2 (srusuviviun $2)
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SURaNLLEANU UV UIIAY

Z‘_
1=100% 3 d =50%
2_
1 o
1 1 d d
T I 0- T T
0 1 2 0 1
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hRIMHIBGHE

= A28 4 NINFTUILNUATINGD 111

150 : 150

1004 100%

o0 50
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hRIMHIBGHE

Tugvscasnan 3 U (Lwuniwan)

[ _ 150 _ ¢ _ 3 _ =3
Q 1+l—f(0)—100—1.5—1.145 =1+

T(0’3)= 145% G]'aﬂ
Tugvgae11a1 2 1 (Lwun wge)

f(2) 50 _ 1 _ » - N
Ve T 100 =2 = 07177 =(1-0293)" = (1 +D)

l(o 2) = —293% Giaﬂ

?S; %g — Z - T(0,2) = 11.8% sial ﬁoﬁunamufﬁ

T14ilet smoothlv arowina fiind
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hRIMHIBGHE

Tugvscasnan 3 U (Lwuniwan)

[ _ 150 _ ¢ _ 3 _ =3
Q 1+l—f(0)—100—1.5—1.145 =1+

T(0’3)= 145% G]'aﬂ
Tugvgae11a1 2 1 (Lwun wge)

f(2) 50 _ 1 _ » - N
Ve T 100 =2 = 07177 =(1-0293)" = (1 +D)

l(o 2) = —293% Giaﬂ

?S; %g — Z - T(0,2) = 11.8% sial ﬁoﬁunamufﬁ

T14ilet smoothlv arowina fiind

8/6/2018 Nattawoot Koowattanatianchai



AIAUANIALAZAIAUNLA L

1150 1 TMSzeELIa

0 FIAUNUAU = (1+i)

o MIAUANAn = 1/(1+i) = (1+i)'=v

o T 12 wwau v et 1 du d eTendlu i
1-d=1/(1+) > d = 1= 1/(1+i) = i/(1+)
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d
1
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R e
0 1
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AIAUANIALAZAIAUNLAU

(a) v — 1 v:l—ll—z'

(b) d — i d—1+?:

(a) + (b) L Bl | e
_> p—

1414
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AIAUANIALAZAIAUNLA L

AU UURYTINTELLLIAN

0 N1SnusuaaInNaInulusiacl
V2D v D 1D (1) D (1+i)
ANINUALTUSEELIAa 6 hau = (1+i)12

0 NsARanuavnaINuluusiazil
813U 6 hau = v12 = (1+i)12
85U 2 1 = v2 = (1+i)2

o gesnaly
NISNUAUIIMUTINTzaEIRN t (to,t, + 1) =(1+i)
NSANARRINTUT ML t (Tt + 1) = Wt
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AIAUANIALAZAIAUNLAU

9/4
o i = 50%
3/2

1/ (1+41)?

1_

v

time
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ILavadInantiel

NAINTUNAAIUaINDINU 3 Navsia lUld

o Navnu A findinasnu B 1ilavannnislanuavnainiu
A fimugugenin o 11an 0

0 NS laavnaINU A uaznasyu C Jaiuguminnu
winawnu C findinasnu A 1iavannnaanu A N5
muTmﬂummumLmﬂummmaaﬂaomu C usisugu
fraFusIuIuAtaanin
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ILavadInantiel

wsvnavaantbauasnasnu f(t)

DSt:

8/6/2018

df(t) af(t)
f'®) _ “ac _ J®

f(t) f(t) dt
Lﬁwamanmmvtwumum f'(t) 3amuTUVaINAINU
LN

N3 1eUaINadINNg UNUaanI1 Usa f(t) anay

af(t)

f;) s dsusvuavnanidoulsdumnudnsnng

Wasuwlasidludadiuaas f saniisnuianisidasuulas
Py t
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ILavadInantiel

wsvnavaantbauasnasnu f(t)

df(t) df(t)
I/ t _— 7 s —
DSt_f()_ dt _f(t)

S f®  f®  at ]
df/f deviauansinistdasundavaay f luaavscacinaidue
(t, t+dt)

df/dt deviaudivansinistdasuidavuay f sanitieuuranis
wasuavuay t

usvuavaanidaaziuaiaei (ludunuian) antlunasnu
LUy smoothly growing fund
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ILavadInantiel

Iavuavnaniiauavnavnu smoothly growing
fund

A= =8t =
o wlsAuaINEINIRIARNS N
ﬁuuﬁ'huﬁwamanLﬁﬂﬁiaﬂmaonamuuun smoothly
growing fund nayuileivinnu &
0 usvwaveandiasa 2 1 =25
0 usvzaveaniiuda 6 L@au = 5/2
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AANLUUNUAUNDLILDY

interest
payable
continuously (1 + 4)t
bdt
1_ MMMMMMMMMMMMMMMMMMM
O_
' time |
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AagILN

d
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idulguinudainigiauasdinludayd ainanidagn
Jauvusiatilay wazHannaunanide (TUaLan
11n) aanuldnuninanidagnine

Lé’umumoLtamms’immaowu‘luumeﬁ ﬂ’]ﬂaﬂmﬂﬂﬂ
Inauvusiaila u,auwmﬂ“luaauﬂaﬂmﬂaaﬂm‘l‘ﬁ

g unaINULLL smoothly growing fund A5
NUITUIU $1 ﬂamuammmmwv\I']ﬂwu‘Luﬂaomuau
lesulu 11 (mmanmammauuumamamauaﬂ

NAUDANNINNAFY) LNINY “UNvInaniiie” 1aa
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\ W3gutnguauInTad i © tas d

« Wai=100% duldvlgda 2!
2_

i = 100%

d
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W3gutnguauIasad i o tag d

i i = 100%

o d=i/(1+i) = 0.5 #5a 50%

5 & = In(1+i) = 0.69 w32 69%
a1-0=0.31uazd0-d=0.19

dia i = 10%

0 d=il(1+) = 9.1%

0 & =In(1+i) = 9.5%
a1-0=0.05u1uaz0-d=0.04

Gt i - 8 = & - d A mSumanidoauindn

8/6/2018 Nattawoot Koowattanatianchai

46



<

LASELIEEF TS vy

o

CRRVEST iloMNS




Email:
o fbusnwk@ku.ac.th

Homepage:
Co 1 tact M e a http:/ffin.bus.ku.ac.th/nattawoot.htm
Phone:
o 02-9428777 Ext. 1218
= Mobile:
o 087- 5393525
= Office:

z = 1 [~ =3
o 9u 9 fin‘luiaaicuinisgsna u.
INHASANEANS LULTU
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