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" Abstract

The insurance portfolio technical management relies mainly on three
elements: the insured’s private funds, safety load and re-insurance. In some cases,
these methods may not respond properly and adequately to the security desire of
the underlying asset. For this purpose, some insurance risks have been turned to
the financial markets through tradable securities. The principle here is to establish
a relationship between the investors willing to participate in the insurance risks,
and the insured looking for income protection. For this reason, insurance future
and option contracts, together with insurance swaps and conditional bonds are
considered to be the most important financial innovations that have defined the
global financial markets in the recent years.

This paper shows how the insurance financial derivatives contribute in
solving some problems of the insurance companies such as: exploitation result
coverage, increasing the solvency, resolving the Agency dispute between the
insured and the shareholders of the insurance companies, improving the solvency
of the insurance companies, and providing a convenient profit-making opportunity
for the speculators within the financial markets.

Keywords: Financial markets, derivative securities insurance, insurance coverage,
securitization, risk transfer.
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Dependent Variable: S&P500

Method: Least Squares

Date: 01/19/12 Time: 14:28

Sample: 2005 2011

Included observations: 7

Variable | Coefficient | Std. Error t-Statistic Prob.

ILS Hurricane 0.803383 | 0.638244 1.258740 0.2549
R-squared 0.187196 Mean dependent var 299.8571

Adjusted R-squared 0.187196 S.D. dependent var 1955.165
S.E. of regression 1762.692 Akaike info criterion 17.91864
Sum squared resid 18642492 Schwarz criterion 17.91091
Log likelihood -61.71522 Durbin-Watson stat 1.304246
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Dependent Variable: BONDBB+

Method: Least Squares

Date: 01/19/12 Time: 14:32

Sample: 2005 2011

Included observations: 7

Variable Coefficient | Std. Error | t-Statistic Prob.
ILS Hurricane 0.674949 0.154981 | 4.355044 0.0048
R-squared -0.155965 Mean dependent var | 719.4286
Adjusted R-squared | -0.155965 S.D. dependent var 398.1034
S.E. of regression 428.0240 Akaike info criterion | 15.08780
Sum squared resid 1099227. Schwarz criterion 15.08007
Log likelihood -51.80730 Durbin-Watson stat 1.105243
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Dependent Variable: S&P500
Method: Least Squares
Date: 01/19/12 Time: 23:31
Sample: 2005 2011
Included observations: 7
Variable Coefficient Std. Error | t-Statistic Prob.
ILSEarthquake 1.086245 0.874550 1.242062 0.2606
R-squared 0.182702 Mean dependent var 299.8571
Adjusted R-squared 0.182702 S.D. dependent var 1955.165
S.E. of regression 1767.558 Akaike info criterion 17.92415
Sum squared resid 18745578 Schwarz criterion 17.91642
Log likelihood -61.73452 Durbin-Watson stat 1.537768
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Dependent Variable: BONDBB+

Method: Least Squares

Date: 01/19/12 Time: 14:33

Sample: 2005 2011

Included observations: 7

Variable Coefficient | Std. Error t-Statistic Prob.
ILSEarthquake 0.824359 0.270852 3.043582 0.0227
R-squared -0.890818 Mean dependent var 719.4286
Adjusted R-squared | -0.890818 S.D. dependent var 398.1034
S.E. of regression 547.4200 Akaike info criterion 15.57987
Sum squared resid 1798012. Schwarz criterion 15.57215
Log likelihood -53.52956 Durbin-Watson stat 0.487203
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Dependent Variable ILS Hurricane
Method: Least Squares
Date: 01/20/12 Time: 01:04
Sample: 2005 2011
Included observations: 7

Variable Beta Std. Error t-Statistic Prob.
S&P500 0.260032 | 0.206581 1.258740 0.2549
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Dependent Variable: ILSEarthquake

Method: Least Squares

Date: 01/20/12 Time: 01:17

Sample: 2005 2011
Included observations: 7

Variable Beta Std. t-Statistic | Prob.
Error
S&P500 0.188291 | 0.151596 | 1.242062 | 0.2606
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