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Aspiring actuaries face a significant hurdle in
the Society of Actuaries (SOA) Exam MLC
(Modeling Life Contingencies). This exam
delves into the complex world of life
contingencies, requiring a robust
understanding of probability, statistics, and
financial mathematics. This comprehensive
guide provides a structured approach to
mastering the material, offering strategies for
success and navigating the intricacies of the
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Society of Actuaries exam MLC student's guide
to life contingencies. We’ll explore key
concepts, practical application, and common
pitfalls to help you conquer this crucial exam.

Understanding Life
Contingencies and Exam
MLC
Life contingencies form the bedrock of
actuarial science. They involve modeling the
uncertainty of human mortality and longevity
to price and manage insurance and pension
products. The SOA Exam MLC, therefore,
focuses on developing the quantitative skills
needed to analyze and model these uncertain
events. Key topics include:

Mortality Models: Understanding and
applying different models (e.g., the
Gompertz-Makeham model, Lee-Carter
model) to project future mortality rates.
This is crucial for accurately assessing
the risk of death and its impact on
financial obligations.
Life Table Functions: Mastering the
use of life tables, including calculating
probabilities of survival and death, life
expectancies, and various actuarial
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functions. These form the foundation for
many calculations.
Actuarial Present Values: Learning to
calculate the present value of future
payments contingent on survival or
death. This involves discounting future
cash flows, often using techniques like
present value, annuities, and
assurances.
Multiple-Life Functions: Expanding
the analysis to include scenarios with
more than one life. This introduces
complexities involving joint life statuses
and last-survivor statuses.
Stochastic Modeling: Understanding
and applying stochastic models (using
random variables and probability
distributions) to account for the inherent
uncertainty in life contingencies. This
leads to more realistic models and
better risk management.

Mastering the Society of
Actuaries Exam MLC: A
Practical Approach
Success in the SOA Exam MLC requires more
than just theoretical understanding. It
demands a practical, hands-on approach.
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Here's a breakdown of effective strategies:

### 1. Solid Foundational Knowledge:

Before diving into the exam's specifics, ensure
a firm grasp of probability, statistics, and
financial mathematics. A strong foundation in
these areas will significantly ease the learning
curve for actuarial present values and life
table functions.

### 2. Utilizing the Provided Study Materials:

The SOA provides official study materials that
are invaluable. These materials often include
detailed explanations, examples, and practice
problems that directly reflect the exam’s style
and difficulty. Diligent study of these materials
forms the cornerstone of your preparation.

### 3. Practice, Practice, Practice:

Solving numerous problems is paramount.
Work through the practice problems provided
in the study materials, and seek out additional
practice problems from other sources. This
reinforces your understanding and helps you
identify areas needing further attention.
Remember to focus on understanding *why* a
solution works, not just memorizing the steps.
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### 4. Understanding the Exam Structure
and Style:

Familiarize yourself with the exam's format,
timing, and question types. This allows you to
develop effective time management strategies
and adapt your approach to different question
styles. Understanding the Society of Actuaries
exam MLC student's guide to life
contingencies will also allow you to better
understand the level of detail expected.

### 5. Seeking Help When Needed:

Don’t hesitate to seek clarification if you
encounter difficulties. Utilize study groups,
online forums, or tutoring services to address
your specific challenges. Active engagement
with your study materials and seeking help will
increase your chance of success.

Common Pitfalls to Avoid in
Exam MLC
Several common pitfalls can hinder your
performance in the Exam MLC. Being aware of
these traps can help you avoid costly
mistakes:

Misinterpreting Notation: Actuarial
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notation can be complex. Pay close
attention to the symbols and their
meaning to avoid misinterpretations.
Incorrect Formula Application:
Ensure you are using the correct formula
for the specific scenario. Double-check
your work and understanding of the
actuarial present values.
Ignoring Assumptions: Carefully note
and account for any stated assumptions
within each problem. Ignoring
assumptions can lead to incorrect
calculations.
Calculation Errors: Accuracy is
essential. Double-check calculations to
minimize errors. Use a calculator
proficiently and ensure you're
comfortable with the appropriate
functions.

Benefits of Mastering Life
Contingencies
Beyond passing the Exam MLC, a strong
understanding of life contingencies equips
actuaries with critical skills applicable across
numerous areas:

Pricing Insurance Products:
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Accurately pricing life insurance,
annuities, and other related products
requires a deep understanding of life
tables and actuarial present values.
Pension Plan Design: Designing and
managing pension plans necessitates
assessing the longevity risk and
associated financial obligations.
Risk Management: Evaluating and
managing the risks associated with
longevity and mortality is crucial for
financial institutions.
Regulatory Compliance: Actuaries
play a vital role in ensuring compliance
with regulatory requirements related to
insurance and pension products.

Conclusion
The Society of Actuaries Exam MLC presents a
significant challenge but also a rewarding
opportunity. By combining diligent study, a
practical approach, and awareness of potential
pitfalls, you can significantly increase your
chances of success. Mastering the concepts of
life contingencies opens doors to a fulfilling
career in actuarial science, equipping you with
the analytical skills to address complex real-
world problems. Remember to utilize the
Society of Actuaries exam MLC student's guide



Society Of Actuaries Exam Mlc Students Guide
To Life Contingencies

8

to life contingencies effectively.

FAQ
Q1: What are the key differences
between the Gompertz and Makeham
models of mortality?

A1: Both models describe mortality rates, but
the Gompertz model assumes mortality
increases exponentially with age, while the
Makeham model adds a constant term to
account for accidental deaths or other factors
not related to aging. The Makeham model is
more flexible and often fits real-world data
better.

Q2: How do I choose the appropriate
actuarial present value formula for a
given problem?

A2: Carefully analyze the problem's wording
and identify the type of annuity or assurance
involved (e.g., whole life, term life, temporary
life). Then, select the corresponding formula,
considering whether payments are made at
the beginning or end of the period.

Q3: What resources are available beyond
the SOA's official study materials?
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A3: Several actuarial textbooks, online
courses, and practice problem sets from
various publishers can supplement your study.
Join online forums and study groups to engage
with other candidates.

Q4: How important is understanding
stochastic modeling for the Exam MLC?

A4: Stochastic modeling is becoming
increasingly important in actuarial science.
While the exam might not heavily emphasize
complex stochastic processes, understanding
basic concepts like random variables and
probability distributions is crucial for
interpreting and applying models effectively.

Q5: What if I fail the exam? What are my
options?

A5: Don't be discouraged! Many candidates
attempt the exam multiple times. Analyze
your performance, identify your weaknesses,
and adjust your study strategy accordingly.
Utilize additional resources and seek help
where needed.

Q6: How can I best manage my time
during the exam?

A6: Practice time management during your
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preparation by working through timed practice
problems. Allocate your time based on the
point value of each question. If you get stuck
on a problem, move on and come back to it
later.

Q7: What is the role of multiple
decrement models in life contingency
analysis?

A7: Multiple decrement models extend the
basic life table to consider multiple causes of
decrement (e.g., death from different causes,
withdrawal from a pension plan). This provides
a more comprehensive analysis than single
decrement models.

Q8: How does the Exam MLC prepare me
for future actuarial exams?

A8: Exam MLC provides a solid foundation in
life contingencies, which is essential for
subsequent exams in the actuarial curriculum.
The skills you develop in this exam will be built
upon in more advanced subjects.

Conquering the Society of
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Actuaries Exam MLC: A
Student's Guide to Life
Contingencies
The Society of Actuaries (SOA) Exam MLC, or
Quantitative Models for Life Contingencies, is a
significant hurdle for aspiring actuaries. This
challenging exam tests a deep grasp of the
basics underlying life insurance and annuity
products. Successfully navigating this exam
necessitates not only a strong mathematical
background but also a strategic technique to
studying the vast amount of information
covered. This article functions as a
comprehensive guide to subduing the exam's
intricacies, focusing on the key concepts
within life contingencies.

The MLC exam focuses on the application of
stochastic models to assess risks linked with
mortality, longevity, and other demographic
variables. The curriculum covers a wide
spectrum of topics, encompassing but not
limited to:

Life Tables and Survival Models:
Understanding life tables is essential.
Students need to know how to create
and interpret life tables, calculate
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probabilities of survival and death, and
employ different survival models like the
Makeham model. Consider life tables as
a overview of a population's mortality
history.

Life Insurance and Annuity
Valuation: This part is the heart of the
exam. Students must master the
approaches for calculating the present
values of various life insurance and
annuity contracts, considering factors
such as interest rates and mortality. This
often requires employing actuarial
notation and calculating difficult
equations. Imagine this as constructing
a economic model for these services.

Multiple Life Functions and Multiple
Decrements: This segment introduces
the difficulty of modeling situations
including more than one life. This might
encompass joint life insurance, where
the payment is made upon the death of
the last surviving individual, or multiple
decrement models, accounting multiple
causes of death.

Actuarial Models: Various actuarial
models are shown, each with its own
advantages and drawbacks. The exam



Society Of Actuaries Exam Mlc Students Guide
To Life Contingencies

13

tests the ability to select the most
appropriate model for a given situation.

Stochastic Models: The presentation
of stochastic models introduces another
layer of difficulty. Students must grasp
the principles behind stochastic
modeling and be able to apply them to
problems including uncertain
occurrences.

Practical Benefits and Implementation
Strategies:

Successfully completing the MLC exam is a
significant achievement towards becoming a
qualified actuary. The knowledge gained is
directly relevant to a wide range of actuarial
roles, including those in life insurance,
annuities, and pension plans. This involves
building pricing models, assessing risk, and
executing various economic analyses.

Effective study strategies encompass a blend
of reviewing the materials, solving practice
problems, and using study groups or
instructors. Focusing on comprehending the
underlying concepts rather than merely
memorizing formulas is crucial.

Conclusion:
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The SOA Exam MLC is undoubtedly a
demanding exam, but with determined study
and a strategic technique, it is absolutely
possible. By mastering the essential concepts
of life contingencies and utilizing effective
study strategies, aspiring actuaries can
confidently confront this critical milestone in
their careers.

Frequently Asked Questions (FAQs):

1. What resources are available to help
me study for the MLC exam? A variety of
resources are available, like textbooks,
practice exams, study manuals, and online
classes. The SOA website is a important
starting point.

2. How much time should I dedicate to
studying for the MLC exam? The required
study time differs from student to student, but
most students allocate many months to
preparation.

3. What is the pass rate for the MLC
exam? The pass rate changes but generally
remains under 50%.

4. What sort of calculator is allowed
during the exam? A specific actuarial
calculator is usually required. Check the SOA



Society Of Actuaries Exam Mlc Students Guide
To Life Contingencies

15

website for the latest information.

5. What happens if I don't pass the exam
on my first effort? You can retake the exam.
The SOA provides guidance on retaking
procedures on their website.
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