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Actuary 101: The Math of Pricing Unpredictable,
Destructive Events

We know that unpredictable, financially-destructive events will occur... to
someone...somewhere. At a fundamental level, insurance is a financial strategy
by which a group of people can pool an individually small portion of their
resources to redistribute them in the future to those in the group who become
victims of costly misfortunate events. But how much should individuals in the
group pay to ensure that this program is likely to be solvent? It is the work of an
actuary to analyze real-world data and build mathematical models to attempt to
address this type of question. | will discuss some basic principles and methods
that guide actuaries in their work and suggest some curriculum directions that
can lead mathematically-inclined students to employment in this field.



