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Abstract

A new market for so-called mortality derivatives is now appearing with survivor swaps

(also called mortality swaps), longevity bonds and other specialized solutions. The

development of these new financial instruments is triggered by the increased focus on

the systematic mortality risk inherent in life insurance contracts, and their main focus is

thus to allow the life insurance companies to hedge their systematic mortality risk. At

the same time, this new class of financial contract is interesting from an investor's point

of view, since it increases the possibility for an investor to diversify the investment

portfolio. The systematic mortality risk stems from the uncertainty related to the future

development of the mortality intensities. Mathematically, this uncertainty is described

by modeling the underlying mortality intensities via stochastic processes. We consider

two different portfolios of insured lives, where the underlying mortality intensities are

correlated, and study the combined financial and mortality risk inherent in a portfolio of



 

https://www.tandfonline.com/
https://www.tandfonline.com/action/showPublications?pubType=journal
https://www.tandfonline.com/subjects/economics-finance-business-industry
https://www.tandfonline.com/journals/sact20
https://www.tandfonline.com/loi/sact20
https://www.tandfonline.com/toc/sact20/2008/2-3
https://www.tandfonline.com/toc/sact20/2008/2-3
https://www.tandfonline.com/journals/sact20
https://www.tandfonline.com/author/Dahl%2C+Mikkel
https://www.tandfonline.com/author/Melchior%2C+Martin
https://www.tandfonline.com/author/M%C3%B8ller%2C+Thomas
https://doi.org/10.1080/03461230701795873
https://www.tandfonline.com/action/clickThrough?id=5931&url=%2Fr%2Fsubjectsample-efbi&loc=%2Fdoi%2Fabs%2F10.1080%2F03461230701795873&pubId=44586606&placeholderId=1074&productId=3092
https://www.tandfonline.com/doi/full/10.1080/03461230701795873?scroll=top&needAccess=true
https://www.tandfonline.com/doi/figure/10.1080/03461230701795873?scroll=top&needAccess=true
https://www.tandfonline.com/doi/ref/10.1080/03461230701795873?scroll=top
https://www.tandfonline.com/doi/citedby/10.1080/03461230701795873?scroll=top&needAccess=true
https://www.tandfonline.com/doi/metrics/10.1080/03461230701795873?scroll=top
https://www.tandfonline.com/doi/permissions/10.1080/03461230701795873?scroll=top
https://www.tandfonline.com/doi/abs/10.1080/03461230701795873
https://www.addtoany.com/share#url=https%3A%2F%2Fwww.tandfonline.com%2Fdoi%2Fabs%2F10.1080%2F03461230701795873&title=On%20systematic%20mortality%20risk%20and%20risk-minimization%20with%20survivor%20swaps%3A%20Scandinavian%20Actuarial%20Journal%3A%20Vol%202008%2C%20No%202-3
https://www.tandfonline.com/
https://www.tandfonline.com/action/showCart?FlowID=1


Related Research Data

A Guided Tour through Quadratic Hedging Approaches

Source: Unknown Repository

Stochastic mortality in life insurance: market reserves and mortality-linked insurance

contracts

Source: Insurance Mathematics and Economics

Valuation and hedging of life insurance liabilities with systematic mortality risk

Source: Insurance Mathematics and Economics

Survivor Swaps

Source: Journal of Risk & Insurance

Affine Stochastic Mortality

Source: SSRN Electronic Journal

Living with Mortality: Longevity Bonds and Other Mortality-Linked Securities

Source: British Actuarial Journal

Pricing Death: Frameworks for the Valuation and Securitization of Mortality Risk

Source: Astin Bulletin

general life insurance contracts. In order to hedge this risk, we allow for investments in

survivor swaps and derive risk-minimizing strategies in markets where such contracts

are available. The strategies are evaluated numerically.
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