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Hedging Strategy for Unit-linked Insurance Contract

Under Local Risk M inimization

DU Lrjin, LIU Jrchun, TANG Stying
(School of M athematical Science, Xiamen U niv., Xiamen 361005, China)

Abstract: Unit-linked insurance contract is a contract where the benefit depend on the price of some specific

traded stock. We consider a model describing the uncertainty of the financial market and a portfolio of insured i

dividuals simultaneously. Incompleteness is caused by mix-diffusion market and insured individuals. We give the

minimal martingale measure under this model and consider the hedging problem of the unit-linked life insurance

contract under local risk minimization.

Key words: minimal martingale measure; local risk minimization; Follmer Schw eizerdecompr osition; unit linked

msurance



