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The Hedging Strategies of Optimization in Insurance

Payment Processes

DonNG YING
(College of Sciences, Dalian Nationalities University, Dalian, 116600)

FENG JINGHAI
(Department of Applied Mathematics, Dalian University of Technology, Dalian, 116024)

In this paper we discuss the insurance companies with payment process A: hedge their risk to the
level of minimax by buying stocks S;, exchanging foreign — currency @: and buying risk — free asset B
in the financial market (St, Q¢, Bt). In virtue of Galtchouk-Kunita-Watanabe Decomposition Theorem,
the expression of risk is expressed over again. Then we get the hedging strategies of optimization with
minimal risk. It gives out a realistic example to apply the important conclusion in this paper, which makes
this paper to be more practical.

Keywords: Galtchouk-Kunita-Watanabe Decomposition Theorem, Girsanov Theorem, the hedg-
ing strategies of optimization, payment processes, unit-linked insurance contracts with guarantee.
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