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What is a deterministic model?
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Uses fixed assumptions to produce one outcome
Easier for non-technical users to understand
Quick to build and run

Limited in capturing uncertainty

Example: Calculating premiums using a single interest rate and fixed mortality rates.
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How are model points used in pricing or financing strategy models?
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» Model points represent typical contracts or information from whole business
+ Grouping should aim For homogeneity

» Project cash flows for each model point, discounted using a risk discount rate
+ Adjust charges to meet target profit levels

Example: IF 1,000 similar policies are grouped as one model point, the outcome is scaled to the Full portfolio.
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