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Optimal Insurance under Standard Deviation Premium Principle

and the Insurer’s Risk Constraint
XU Zhou' , MENG Xiang-mei*
(1. School of Sciences, Zhejiang Sci-Tech University, Hangzhou 310018, China;
2. Bank of Hangzhou, Hangzhou 310003, China)

Abstract: In this paper, the authors derive optimal insurance for maximizing the insured’s expected u-
pap p g p

tility of terminal wealth, under standard deviation premium principle and the insurer’s risk constraint, The

constraint controls the expected loss of insurer’s terminal wealth below some pre-specified level. Sufficient

conditions for optimality of an insurance contract are given. An explicit form of optimal contract is derived

in the case of giving an explicit form of utility function.

Key words: optimal insurance; expected utility; standard deviation premium principle
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