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Editorial Reviews

Product Description

Risk classification is an important actuarial process for Insurance companies. It allows for the underwriting of the best risks,
through an appropriate choice of classification variables, and helps set fair premiums in rate-making. Currently, insurance
companies mainly use ad-hoc methods for risk classification, more often based on the type of expenses covered than on the
distribution of the corresponding losses. The selection of classification variables is also, in general, based on rate-making variables
rather than on an optimal choice criteria based on statistical methods. It is known that logistic regression is among the many
sophisticated statistical methods used by the banking industry in order to select credit rating variables. Extending the method to
insurance risks seems only natural. Insurance risks are not usually classified in only two categories, good and bad, as can be the
case in credit rating, but in a larger number of classes. Here we consider the generalization of the model to extend the use of
logistic regression to insurance risk classification.

About the Author

completed a Ph.D. degree in Actuarial Mathematics at the Concordia University in 2002. He has been a faculty member of
universities in Chile, Canada and Mexico since 1991, where he has developed teaching and research in statistics, risk and
insurance. He has also been involved in actuarial practice and financial advisor.
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