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Optimal Portfolio Selection Bounded by Safety-first Criterion for Insurer

GUO Wenjing, GAO Congyan

(School of Finance, Nanjing University of Finance & Economics, Nanjing 210046, China)

Abstract: We assume that the surplus of an insurer follows the compound Poisson risk process and the insurer would in-
vest his wealth in a financial market, which consists of one-free bond and n risky assets. The safety-first criterion is chosen to
establish a model under a given disaster level. By Lagrange multiplier method and multi-layer optimization model, the explicit
expression of optimal investment strategy and efficient frontier is derived. Then the optimal investment strategies and efficient
frontier affected by the discounted value of the cumulative claims and claim risk are analyzed. Finally, the investment procedure
is simulated by datum.
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