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Abstract

This study explores some of the practical applications on evauation of net
premiums for the variable life insurance policies. Actuarial models for pricing
purposes are used to valuate the variable life insurance policies with minimum
guarantees. Option pricing theory and risk sharing methodology are employed to
decide the market value of the premium under a specific reference portfolio. In this
article, we review the current developments in this area and introduce the variable life
insurance policies with minimum guarantees for researchers and practitioners.
Numerical methods and the closed form solutions are employed to obtain the market
premiums. Finally, the variable life insurance policies linked with Taiwan stock index
are studied for numerical illustrations. Sensitivity analyses of the premiums under
plausible scenarios are expl ored.
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0.00 0.01 0.02 0.03 0.04 0.05 0.06 0.07 0.08 0.09 0.10
0.01 [11374. 40 15608. 78

0.02 | 9896.63 11374.40 15608.78

0.03| 9115.68 9896.63 11374.40 15608. 78

0.04 | 8638.11 9115.68 9896.63 11374.40 15608. 78

0.05| 8324.01 8638.11 9115.68 9896.63 11374.40 15608.78

0.06 | 8108.79 8324.01 8638.11 9115.68 9896.63 11374.40 15608.78

0.07 | 7957.77 8108.79 8324.01 8638.11 9115.68 9896.63 11374.40 15608.78

0.08 | 7850.40 7957.77 8108.79 8324.01 8638.11 9115.68 9896.63 11374.40 15608.78

0.09| 7773.58 7850.40 7957.77 8108.79 8324.01 8638.11 9115.68 9896.63 11374.40 15608.78

0.10| 7718.55 7773.58 7850.40 7957.77 8108.79 8324.01 8638.11 9115.68 9896.63 11374.40 15608.78
0.11 7679.24 7718.55 7773.58 7850.40 7957.77 8108.79 8324.01 8638.11 9115.68 9896.63 11374.40
0.12| 7651.30 7679.24 7718.55 7773.58 7850.40 7957.77 8108.79 8324.01 8638.11 9115.68 9896.63
0.13 7631.60 7651.30 7679.24 7718.55 7773.58 7850.40 7957.77 8108.79 8324.01 8638.11 9115.68
0.14| 7617.83 7631.60 7651.30 7679.24 7718.55 7773.58 7850.40 7957.77 8108.79 8324.01 8638.11
0.15| 7608.31 7617.83 7631.60 7651.30 7679.24 7718.55 7773.58 7850.40 7957.77 8108.79 8324.01

g =0.24

(H2FEIMN) -

%1ﬁ@ﬁ%*?@&$ﬁ&¢{ﬁi%%%%%éaumwao%%

ATRRDKRET R ERFT o FPEHREDERR] G FEDALER - FF

E“w@*ﬂiﬁﬁﬁﬁﬁﬁ%ﬁ%%(&%%iaz%4a¢>wvz

FHOGEFL LGS R @R D K 8000 & o AT A A

* A G 5 F P A2HE 8,000 & o

TR SR

(ATERGI I B P EEFRENF DR em W4 PHFR
e U ﬁﬁﬁm@%%?iﬁﬁ&ﬁﬁ’ﬁiﬁﬁwWQ@%ﬁa,
TG EE RIS R e h LA TR e b T iR

M A Tk VK 0 @ (T R R hS A 0 B 4 1% A cnd AR

A-



IS T I

$-% ¥-4 1999 & 117 33

AR RERT AR -

B

N

P
5

a
[y
=t
D

R B E AR %7ﬁwwﬁ e
| P Wb &P EH e 1% g § o X 2R EERR 0 A BLER
FFRARG S T RGFEF AR %ﬂ#ﬁ%ﬁ%iﬁofﬁ&
SEEEE SRS L PR & L

—h
= A

(i) Eh eI FE FRE F i ple pF o ot B ke gpke o 2t
L EREE Tt Yy SRR

(v) &R &flFEmgflm Fap 3T L TRFFALDS B
B RMLUT O A F A R

ﬂﬁﬁ@é&%ﬁrT:

DIGEE S W EIET L L LRt s B P
BA R R P A IR g RS 0 TG R R L b
de @ ‘,ﬁrg °

() RECE AP L 0 6 LT A1) e
#-2 @»jﬁ PV R IR SIS E B4 1% e R RR R R ,ﬁ A
iR R R B %73m@ @’Zﬂﬁk%ﬁﬂiﬁ

=

Es
>
3
1’!—‘—
&
e
>
B s
:Fj
ﬁ?
Q"r
g ‘x
\z“ 3

22§82 GhAR%Y (BRr& o 5=3%)

o (fiRHERIL)
0.05 0.10 0.15 0.20 0.24 0.30 0.35 040 045 0.50 0.60 0.7 0.8 0.9
0.03 8142.30 9472.68 11268. 67 13500. 98 15608. 78 19330. 63 22963. 85 27088. 92 31701. 12 36781. 39 48192. 69 60869. 74 74172. 34 87375. 88

§=0.03

0.04 | 7708.58 8299.13 9199.86 10328. 92 11374.40 13157.52 14824.05 16638. 13 18581. 68 20633. 64 24964. 66 29416. 47 33765. 80 37812. 65
0.05 | 7615.29 7913.33 8471.06 9207.19 9896.63 11068. 76 12151. 82 13314. 16 14539. 88 15812. 74 18433. 05 21041. 96 23516. 98 25759. 96
0.06 | 7593.88 7741.07 8102.73 8619.20 9115.68 9967.67 10755.12 11596.29 12477. 17 13384.44 15227.44 17030.09 18711.84 20213.05
007 | 7589.92 7658.79 7893.86 8266.32 8638.11 9287.66 9892.48 10539.11 11214.83 11908. 17 13306. 35 14659. 45 15908. 61 17012. 98
0.08 | 7589.39 7619.65 7769.77 8040.43 8324.01 8832.08 9311.35 9826.18 10364. 84 10917.08 12026.89 13094. 28 14073. 12 14933. 00
0.09 | 7589.34 7601.76 7694.94 7890.93 8108.79 8511.81 8898.80 9317.86 9757.98 10209.81 11117.26 11987.38 12782.07 13477.29
0.10 | 7589.34 7594.07 7649.93 7790.36 7957.77 8279.71 8595.82 8941.83 9307.44 9683.99 10441.43 11167.25 11828. 78 12406. 03
0.11 | 7589.34 7591.00 7623.24 7722.32 7850.40 8108.18 8368.11 8656.50 8963.68 9281.56 9923.23 10538.95 11099. 83 11588. 65
0.12 | 7589.34 7589.88 7607.76 7676.37 7773.58 7979.79 8194.24 8436.04 8696.14 8966.98 9516.51 10045. 44 10527. 64 10947.81
0.13 | 7589.34 7589.50 7599.03 7645.55 7718.55 7882.95 8060.05 8263.45 8484.84 8717.12 9191.56 9650.31 10069. 34 10434.71
0.14 | 7589.34 7589.38 7594.27 7625.09 7679.24 7809.62 7955.71 8127.09 8316.13 8516.25 8928.32 9329.16 9696.37 10017.02
0.15 | 7589.34 7589.35 7591.75 7611.70 7651.30 7754.00 7874.22 8018.62 8180.33 8353.26 8712.75 9064.99 9388.93 9672.41
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% 3 ?\3&1)‘_ FEBGEEY (LT o0&5 r=6%)
s (B A TR BB A F D

1=0.06
0.00 0.01 0.02 0.03 0.04 0.05 0.06

0.05 7589. 34 7589. 39 7589.92 7593. 88 7615. 29 7708.58 8142.30

0.10 7601.76 7619. 65 7658.79 7741.07 7913. 33 8299.13 9472.68

0.15 7694.94 7769.77 7893. 86 8102.73 8471.06 9199. 86 11268.67
g 0.20 7890. 93 8040. 43 8266. 32 8619. 20 9207.19 10328.92 13500. 98
:I 0.24 8108.79 8324.01 8638. 11 9115. 68 9896. 63 11374.40 15608.78
5{; 0.30 8511. 81 8832.08 9287. 66 9967.67 11068.76 13157.52 19330.63
] 0.35 8898. 80 9311. 35 9892. 48 10755.12 12151.82 14824.05 22963. 85
Er(f 0.40 9317. 86 9826. 18 10539.11 11596. 29 13314.16 16638.13 27088.92
i 0.45 9757.98 10364.84 11214.83 12477.17 14539. 88 18581.68 31701.12
; 0.50 10209. 81 10917.08 11908.17 13384. 44 15812.74 20633.64 36781.39
z 0.60 11117. 26 12026. 89 13306. 35 15227. 44 18433. 05 24964.66 48192.69

0.70 11987. 38 13094. 28 14659. 45 17030.09 21041.96 29416. 47 60869. 74
0.80 12782.07 14073.12 15908.61 18711. 84 23516.98 33765.80 74172. 34
0.90 13477.29 14933.00 17012.98 20213.05 25759. 96 37812.65 87375.88
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o =0.24 s CH I 2 ql poflo@s )
— | 0.00 0.01 0.02 0.03 0.04 0.05 0.06 0.07 0.08 0.09 0.10
0.01 [410.67207 410. 67214
0.02 |410. 67204 410. 67207 410. 67214
0.03 |410.67202 410. 67204 410. 67207 410. 67214
0.04 [410.67201 410. 67202 410. 67204 410. 67207 410. 67214
r 0.05 [410.67201 410. 67201 410. 67202 410. 67204 410. 67207 410. 67214
> 0.06 [410. 67200 410. 67201 410. 67201 410. 67202 410. 67204 410. 67207 410. 67214
’%‘ 0.07 [410. 67200 410. 67200 410. 67201 410. 67201 410. 67202 410. 67204 410. 67207 410. 67214
y’& 0.08 [410. 67200 410. 67200 410. 67200 410. 67201 410. 67201 410. 67202 410. 67204 410. 67207 410. 67214
| 0.09 |410. 67200 410. 67200 410. 67200 410. 67200 410. 67201 410. 67200 410. 67202 410. 67204 410. 67207 410. 67214
& 0.10 [410.67200 410. 67200 410. 67200 410. 67200 410. 67200 410. 67200 410. 67200 410. 67202 410. 67204 410. 67207 410. 67214
~ 0.11 |410. 67200 410. 67200 410. 67200 410. 67200 410. 67200 410. 67200 410. 67200 410. 67200 410. 67202 410. 67204 410. 67207
0.12 [410. 67200 410. 67200 410. 67200 410. 67200 410. 67200 410. 67200 410. 67200 410. 67200 410. 67200 410. 67202 410. 67204,
0.13 [410. 67200 410. 67200 410. 67200 410. 67200 410. 67200 410. 67200 410. 67200 410. 67200 410. 67200 410. 67200 410. 67202
0.14 [410. 67200 410. 67200 410. 67200 410. 67200 410. 67200 410. 67200 410. 67200 410. 67200 410. 67200 410. 67200 410. 67200
0.15 |410. 67200 410. 67200 410. 67200 410. 67200 410. 67200 410. 67200 410. 67200 410. 67200 410. 67200 410. 67200 410. 67200
. -
C. ~ ¥ ¥4 3%
25 A preBiRE R (BREr&d > 0=240%)
g =0.24 S (k> plpyfa@*F)
- 0.00 0.01 0.02 0.03 0.04 0.05 0.06 0.07 0.08 0.09 0.10
0.01 | 1424.92 1906. 72
0.02 | 1285.43 1480.51 1969.72
0.03 ] 1220.28 1335.09 1534.34 2024.37
0.04 | 1189.06 1266.86 1384.16 1586.20 2070.97
r 0.05]1177.10 1233.89 1313.30 1432.51 1635.95 2110.22
: 0.06 | 1177.53 1220.89 1278.79 1359.50 1480.02 1683.53 2143.04
’%‘ 0.07 | 1186. 65 1220.76 1264.89 1323.69 1405.38 1526.62 1728.93 2170.48
% 0.08 | 1202.26 1229.61 1264.26 1309.04 1368.53 1450.86 1572.24 1772.20 2193.56
# 0.09 | 1222.92 1245.16 1272.90 1308.00 1353.27 1413.24 1495.88 1616.85 1813.43 2213.25
# 0.10]1247.67 1265.92 1288.43 1316.48 1351.92 1397.53 1457.78 1540.41 1660.44 1852.74 2230.37
~ 0.11|1275.82 1290.89 1309.31 1332.02 1360.30 1395.97 1441.78 1502.09 1584.40 1703.01 1890.28
0.12] 1306. 85 1319.32 1334.49 1353.04 1375.89 1404.31 1440.11 1485.97 1546.15 1627.84 1744.60
0.13 ] 1340.35 1350.68 1363.21 1378.44 1397.07 1420.00 1448.49 1484.30 1530.07 1589.92 1670.72
0.14 | 1375.99 1384.55 1394.90 1407.45 1422.72 1441.37 1464.32 1492.78 1528.51 1574.05 1633.37
0.15] 1413.50 1420.58 1429.13 1439.48 1452.02 1467.27 1485.90 1508.80 1537.17 1572.70 1617.88
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426 AWHL FRHEEE (LLr& o 6=3%)

o (fiBHEREE)

0.05 0.10 0.15 0.20 0.24 0.30 0.35 0.40 0.45 0.50 0.60 0.7 0.8 0.9
0.03 969.29 1156.69 1407.95 1723.12 2024.37 2564.64 3101.37 3720.68 4424.31 5211.62 7021.32 9090.18 11319.54 13586. 69
0.04 953.43 1063.40 1217.73 1408.63 1586.20 1892.96 2184.76 2508.07 2860.83 3240.13 4062.52 4936.81 5817.80 6660.65

6 =0.03

0.05 972.60 1046.56 1159.57 1301.28 1432.51 1656.29 1865.39 2092.94 2336.68 2593.94 3136.74 3694.39 4238.97 4745.47
0.06 | 1003.26 1054.33 1141.81 1254.57 1359.50 1537.77 1702.93 1880.88 2069.43 2266.22 2674.51 3085.13 3478.32 3837.63
0.07 | 1039.39 1074.45 1143.68 1236.42 1323.69 1472.23 1609.38 1756.33 1910.98 2071.21 2399.87 2725.56 3033.19 3310.88
0.08 | 1078.46 1102.06 1157.22 1234.82 1309.04 1436.11 1553.48 1678.91 1810.35 1945.87 2221.64 2492.00 2744.81 2970.94
0.09 | 1119.24 1134.70 1178.57 1244.05 1308.00 1418.54 1520.97 1630.37 1744.77 1862.34 2100.24 2331.65 2546.39 2737.13
0.10 | 1161.09 1170.92 1205.54 1260.96 1316.48 1413.67 1504.26 1601.13 1702.35 1806.20 2015.53 2217.97 2404.73 2569.72
0.11 | 1203.73 1209.78 1236.78 1283.63 1332.02 1418.07 1498.91 1585.61 1676.26 1769.19 1956.08 2136.07 2301.37 2446.81
0.12 | 1247.02 1250.62 1271.35 1310.82 1353.04 1429.53 1502.13 1580.32 1662.22 1746.21 1914.91 2076.92 2225.23 2355.29
0.13 | 1290.89 1292.95 1308.60 1341.65 1378.44 1446.58 1512.05 1582.95 1657.43 1733.90 1887.48 2034.73 2169.21 2286.84
0.14 | 1335.31 1336.44 1348.01 1375.47 1407.45 1468.18 1527.36 1591.91 1659.97 1729.98 1870.72 2005.58 2128.54 2235.91
0.15 | 1380.22 1380.82 1389.20 1411.79 1439.48 1493.55 1547.13 1606.04 1668.45 1732.83 1862.46 1986.71 2099.92 2198.65
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(R
0.04
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T B B A )
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