e n)g)

e

Ofainays

Ly B —

CuleSl) cilaiog Adyatial) Eaay) dalal ¢ gl
Ougead) 3LB B i) aia shaliia 510y

Combine Extreme Event Modeling and CAT Bonds to
Manage the Risks of Ships' Grounding in Suez Canal

(S (S) deaalga 2
Ol iy sl M
o)) Ugds - a3 daala 5 jladl) 448
maha_zaki2003@yahoo.com

https://jsst.journals.ekb.eg/ :M\ h,\b

265


https://jsst.journals.ekb.eg/

O sl BLB 8 ) = gin Shalaie 310y ¢ ) oS Colaia g 38 ki) Culaal) dadad (el

o) gadla

O8O OSas Agoad) Gl gall A ) gl ) (e Baaly Gl g sin Gidlga e
Daliy 138 5 .30 5 aciadll g pUaill o A5 S ) el i3 Caal gall 03gy ddasi all i)
OB & e Ll gall odgy Adagi yall hlaall 5 yla) g sl duuliall dmgiall Al e ¢ gl
ahd yall bl daied Gubie Usgie 1) & 58 ¥l Lcalaal D05 L) 4uljall o3a
LTy o et Gl A i) 4l Ayl aladiuly e gadl BLE 8 i) - gia ) sa
zsis shlie o daaldl ) dalled Llee Ll (Say 3 &l oS0 Cilain s
G sS) Claia g A8 ki) al)l a5 Gan e Bodall Claleall af (g geal CAIE Ll
G s e daalill jhlaa) 3 oY Lealaaiad (Say ) )5S o J)go ey anl
Al W ame z15Y) ae Jawll Adlide J)sd zisaill Craly cpusall 3L 3 Cdull & gia
D) G ool Gl Al 8 Gaae Y a2 LS L LSl z3sadl) Jead aduill
L) oSN i Asle jland a8 o laall Jal (e Adliaal il g il Jl
Glily Jia A A8 kid) sl ey g pladiul 5w s Aul ol 4 ag Lol
Jlall Gl 5 @lsnd I il el sale) s ualil) JSE (e zsally cdaaldll Ll
ilall oda Jy sadl dad )l

Gt ¢ Akd) Al a3 Gl zogia Gl ¢ gl 3lE dalidadl cilaldl
Ly

266




=] Lr: [m]
Fitia]

Yoy sl Ja¥asdl — (YF) alaall - 4 el g Adlall & gad) Alaa

Abstract

Ship grounding is one of the major types of marine accidents, and the risks
associated with it can be catastrophic to system, society and the
environment. This highlights the importance of an appropriate
methodology for assessing and managing the risks associated with these
accidents. Hence, this study has three objectives. First, it proposes an
appropriate methodological framework for modeling the risks associated
with ship grounding in Suez Canal using Extreme Value theory. Second, it
reviews and discusses the concept of catastrophe (CAT) bonds that can be
practically applied to address damages caused by the risk of ship stranding.
Third, combine parameters values estimated under the Extreme Value
distribution and the cat bonds structure to evaluate and price the cat bond
functions that can be used to manage the risks arising from ship grounding
in Suez Canal. The model includes various payment functions with the
inclusion of interest and inflation rates to make the model dynamic. A
numerical example was also presented at the end of the research comparing
prices under different scenarios in order to help provide fair prices for
catastrophe bonds. The most important thing that the study recommends is
the necessity of using Extreme Value distribution in representing the data
of severe losses, and to get out of the traditional insurance and reinsurance

form to the broad capital markets to finance these losses.

Keywords: Suez Canal - ship grounding accidents - Extreme Value

distribution - catastrophe bonds.

267




O sl BLB 8 ) = gin Shalaie 310y ¢ ) oS Colaia g 38 ki) Culaal) dadad (el

dadia

i a0 Lie .[Abouelfadl, et.all (2017)] & sud 4yl Gl sall ST aal o8 & sial
Gl Ll ) 3 dhe o WOl 8 Uhd e el g ()Y blad dndul
1 Ll pfil s ddall gih o 53 A 5 aa g Cua Alad) el gk
el Bale) s oL allaly o~ giall L3S allad 5 Adall Cagol Gl )
Al B oS8 gl &gl pmy 8 Aniall S8 Laie L Anaall aladl ) EwY) Al
Gl sl s b Al ol sae il WSS (ulid Jale ciigll (0S5 LAaa
8 ¢ yodll e duuliall clelpay) MAT) L a1 135 . iledll s ) e a el Y LasY!
Al 5 A5l 5 bl g a8l pluall e yiall o 55 Lee (ol 3 Slaal) ) s
saley Adida @b Ao sene plol o 4l 2 gall e Aade JB Y Al cul 1Y
Oo uaal sled ye g o adl g B 8 Auildl Ly Aan AN Akl e Aial) adied oy sedl)
Jie s AY) A jAl Gl gall o Gl Lol Lends Andully Aileiall (5 AY) il sl
DY) L dal je EOG L sl Bale) Clblee gl g adsall s ad) glig jadls ikl
Go Audal) aiag g osinll piay Gl B Auiull @l ) aan Al 6V Als el s
Al Al el o ayseill Bale) LAidull L) ) s Gigas ade gl e ST i)
oailbad (& G ymally il Gl aes Ble) e ae caiexdl) sole) dlaa dn)
G A B e dndull sila Lexie AGN Als yall 8 4 exil) axy Lo Als je o giadl dey )l ELY)
oaibad s gl e m ) il Tas Legd dndul) agat sale) bl Lol g & ay
sl baley dalie ARk cliSY ()Y Coukt Gluas 2 siall oW dnaul) ) i
[Arsham et al (2013)] .4usul

ale iy Le@ian G V) ol Gl all e sl BLE 8 iUl 2 gin ol el
5ol Caa) dadas aladia) Callay Gasll e g osil) 138 Al o gl Al LAaals lus
Gob e Gl B pa Ky el e bl Sadll e Al A Gl sl g
Ll i) Bale) o cpnalil) Dl yilaall sda sl Al giae A4S Ll g3 Sita

268




=] Lr: [m]
Fris]

Yoy sl Ja¥asdl — (YF) alaall - 4 el g Adlall & gad) Alaa

AN PPN

Lid sl sbad®yl e 55 Y L Cun dpallall Golsall e il 2 gia Gl il
el ala@Y) e Sy s

Gl sl dlee (S Y Lo paseady J3ld o BlaY) 8 i Gyl A ol el
S ol Aghaas g Y Ladie 5§ Gusadl 3L & il 2 sia Caalga (e daaldl) Ll
AT Aalle <l ol aladind 2 (S = Hlual) e Adaril AIS ol Ll o — (aalill 3ale)
LAl Bl = G ) &N i Jie -

readl (e Liagd

e doad) ki) il ) dpald) asiall sae e dgsall 3ol el saill s
3l b yge oW 8 Giudl = ams J[Stopford (2009)] L ddaii yall halaall adis
Apaal s Lo sas s JS1 2 siall ey s LA (el Gu gl

Gy aaal) 138 g g8 ST (gl BLE 8 5 0l Caal) e i) - sin WS e
Jsals el ol cpalill S pd Adlae 2y il ClaaY 5 3Ll danli s agle
Dsgany g gl 5 Adlia) Gl g pan e Gl e i Loy sliaill CildUadl alixs
Dbl dadal Gulie Uagie 1) & 58 Yol Lalaal 25305 Ll 4ul 50l o328 08 &3 (pa
o it ¢l LA i) agl) 3l aladtuly (sl 38 3 Cdull 2 g ol e Adagi
bl oo Al ) Yl dalled Llee Lgiada (S ) &l oS0 i o gede il
Aok adl s G gar 3ol Cladeal af Gu Au Al med (GG L odl) i
Dbl 5 Y Leadadinl Sa D G oS il JIga pamadiy il &) 5SH i
comsad) BB 8 i) - gia Gl s (e daalil

DYl o Jpasdl pdaind Cus cpusall 3L di e sl Ll Al o) 2l I
Sladialy Claa 485 dynlal miapn Gl Guii g cGhall = gin sl ga e LS
Lo saal) BLE e ) )

rual) Asenf

Il ol g g pmanll (el JAAl jalias e Lulad | jaae G gul) 38 #U ) Jia

33 ) Aadii Ghull ol Amu 3L ) ae NS la et A odud) AS B2l ) aw Ja i sl

269




O sl BLB 8 ) = gin Shalaie 310y ¢ ) oS Colaia g 38 ki) Culaal) dadad (el

Bl & 4Dl Jhad e dealill dplaid¥) ol el Gl s ey LAdsal) okl ana
cgoad) saadl 138 Jid Al Y draa) (e Al gl

s A eall 3okl aled L giall laga 5 SV Qadl s sl ey Lo Caala sl 13
cOusall B ge asay Gobl 13 e il Hse sis mllall sla N Gl Gk
ST gy B il s g gad e iy Lo Al ) g 3al ) (5350w 4]

S ol Y Jid Gl geae o ol ) 13 s pha Gl e dllia G oSiu LS
Uglae J dalall S6 W ey daludl 2 DU Jad GG jaaall Gy gl 5U8 Lgaans
e IS Lgiadlae (angd B )5 pucally Ciiaa 135 L) @MY a5 Al Gl sl aie
8K A8y sk Guygud) 3L (8 Chull 7 osin jha allay 4 e Gl 138 daal s elldl
Al g A4S el

Gaaal) 3 gaa

s 35 gl 8 Gusall 3B 8 Gil g Gl o Aul il sla at®
slall el Ala 8 Gias WS) o gaall Jlael s o ally das pe g2 dle Gl as 5

(s e SN ol saall o

Cad) mga

2337 5 ¢ gl BLE & Gl 2 gia ol ga iy Jala s Al ol a sl el alaid 2
Gla 3l aladiad g Ll 4500 A1 jobadl BlaiuaYl il 2 jmy Ll
praal DA e Ayl A pal) 5 ARdy il Jgeasl e oSaill Ledial ddlaay)
Gakalis pusall B8 3 Cdul) # gia Hlad dallead padiing &) S dia e anl ) ga
Al Jasill 23 Al A g <¥la 3o ez gaill 13a

A8 L) il Al

Ma and # 58 . L Lad Leasl (i e s clan 335000 & g sall 12 (8 AGL il Hal
Anaall Jslall alas Allea) 5Ll 58 bopatl dlalise (6 44, Ma (2013)
38lae Nowak and Romaniuk (2013) axaiul dalall yuaidl) jua ae CAT il
Ghaie e gl (e ) dalad) el Argpal Laaell (ailiadd) Jilail 6l IS g
Lee and YU aen Ailide 305U jland z3la Gacati Ll ddliad) Saudl J)so <ild CAT

270




=] Lr: [m]
Fris]

Yoy sl Ja¥asdl — (YF) alaall - 4 el g Adlall & gad) Alaa

aos W g st Al aolall ddae s S pdall 325U Jase z3gai o (2002)
Glaiall s ol e calasll hlae e AIAY Gl sl Gluad (il ) ek
i ga BlSlaae Ady sk aladinly bl phladly daud) e calaal hlae ae Al il
AL 3 25050 it a8 aSaill dnael) slSLadl) Glblee aladinl Say L sl
COX olé .oane JS5 53 CAT o) Sile iel o JSaa () eddh (8 5 ¢aalilly dagi jal
| saaiind 5 AL e (§gu Ay 8 &yl <)) halis lais iy and Pedersen (2000)
oo JA anfi el el Gl I phlie Adlaal g 38l lad] JS mllacas

JAaal

Gl Joa

el Gaabled) e Al jall ol Jaii o g

& paad) AU G gl 3L dpanl 1Y) Candl)

ool 3L 3 il - gin o Ag i) ) pual) s SB Gl
48 latall iaal) dadas sl Caadl)

) sSI otz N Caaal)

A il Al Al eelal) Gaadll

Gl gill 5 AL

271



O sl BLB 8 ) = gin Shalaie 310y ¢ ) oS Colaia g 38 ki) Culaal) dadad (el

-

$ raall Sty guud) 3L doan) 1J sy Guaall

iy Anaall COlaall e 5 paall (o sdll Jaal Aaltie jolias dued aaf aal BLE) a3
Jli sl o Jsi Saps WYY e ale Bla ¥ sk 0.1 e S8 ) clia s Ay s
leJl denl oy dusatl lgilagads Gaiad o jeae 2ol Al cleladll 0 aal
lethdy ol Ly jhull s daludl Clailey 45l 5 e Llaile (Y Lalaiy)
Dl Says WUgpsS dadla Aedl e o cle VL aosadl GBI A e o Al
i ) clslally il Gl La i< g duallall d8lall < yaall aaf aal 3Ll 5 o€ cxilal
o sy dni 00 (e ST a8 G (3 gul) calide ) adladl g alul) Jal Al g pal

[suezcanal.gov.eg] -dsallall & jlaill 48 a0 YA s o Ji Y L ae Jalaii Al clisl)
dadlad) 3ol o wmad il @il & stEll 3le) cilad Gl Al a3 ¢ ogia e
A58 i Y bl Vo (VT e e gl QRS ey o el cads
sac agglly ZUuY) CallSiy Gaelilly Jl el Caoliny ail LS ¢ 0" Aplalyl (el
Gl ) Gl e 281 3 o[allianz.com.eg] by A cselill " 3l AS y8 @il L g
D" ae G Ll ele gl L) ST giall Sy ecilysla Gl (3la an gual) 3B 3

n

w3l e e il delia lggal 8 (A Hhlal o o gl Gy gud) 5U8 (33e) Tl
Lana alady s L) Giadl o o il 5 ) cugad) 38 e il (e
Juixi JS st (Gl sa g By Jla 8 (il Gble o8 L Lol

Dl G gl 3L e alaiil) Jla (g 0ball 4 58 Bale) ot 20Y) Jysh @) Gl
Azl CllSs ) 505 Lo ecBDlall Adla) AU dllis 0 sSh adball sla ) il s
ol Jal) S A die 3l Jslaad)l Juasi 93 S

"hle Y A BURY Gl 8 2 siadl Gl ga

Lo Gl 7 gin Gl (e il pdiall Gy saall 3L Ciagd Apalall Lile o pdall Jas e
Ae)y Gl pdl IS et 4t b Lgiey AL calelud sl Sa Jhet 8 il W

(A A LAl 855 CNN 5 BBC e & JldY) ISl 5o (g0 o slaall 038 e guanll o3 |

272




=] Lr: [m]
Fris]

Yoy sl Ja¥asdl — (YF) alaall - 4 el g Adlall & gad) Alaa

Lol Lle gopdall DA Gugdl 368 L Cuza et ) Elsadl o ey . sl
Al sal

aml Cuahial Laxy 2 Yoot ole 8 «Tropic Brilliance» Ll all »~ i
Gonall @)y ABUY () i) (8 Golall ity hawgYl gladll 6 3L clsa
VY eaid il g saed (WKL

L b Glaad g sl dda j aaly Yo f dlg (8 «saebially Ay oK) dadall 4180 LU )
Cilaiy cmSa gie GYT Ve ey a8 3Ll (g g el (B cad ABLN G B
ldandal Aadlal) A4S ja Caale g ALY A gan WA (he el 3L JEY) 5 jeal e
lela paiud Jlaat any

Gonal ls sl Ldahaal s YoV o Gujle & Mire 4 nll Js i) 48U » gia
A Slalaly Aial aen ) el ol o) oo ABUL £ 58 (8t Lae (a0
dsaay el i Gigas am Lo ae Gigang - giall G pof 38 Al CuilS5 .
Lae A8 il Any,dill Blail o pe JSyy Lol catigig Lelalay aall ol (e dpaS
e al AL Gall ed il A il e il gl 38 50 el
(i Ay jal) Ay il

vie Gl ol YA Lgilsen s YOO sl 8 grat najest caall pdlcadl diiu # sis
Cre St a5 Geal o VI cduiad 5 eal B Jhae da lelaw) @i VY K
et e Cilela YV oamy sl 48 ja calitind 5 andnd) s

e sUEl cidlefy A0 Athia YoNT e "o S s Cuall Abbe - g
oseall Aha 26 5 G Ly g o A sl S oK1 Ll 5l (5 el
Aoty Aadlall il G gual) BLED aaad) (5 pmall aladiul 5 cCaalal) dilaiag g pall galil
3ldll s gaaly caakai ) 38 dndall cuilSy L8l e gl A< pa alawy Jil )
Leaal) Aindl g slena ) obaal) ol (ol Anbod) puny g A Claa) 8 Cund Las
Jaly dusnll Jlast e Lagr VY 2my Qo) 8L Y] Clas g Sy wasll 33 yu
& Andall () sl Agy Wge 4Dl abas Clliy LG sadl 3UE D (5 el
Nl e Caddl 5 slaall o o Lg g @ L5 2ry 230 Ay i ) s had

273




O sl BLB 8 ) = gin Shalaie 310y ¢ ) oS Colaia g 38 ki) Culaal) dadad (el

oo el 2y s YY) Hle EVER GEIVEN il cilslall diin & gin
Dson md 4xe Jatid L gas zleadl 4 ol O G els Gnlall alge Y fac s
Jass Anid) (¥ 5 VAl ol i 8 Wla aiiall J g8l alas gLl dadka) 4 s
Lgarsai g A gand) Cadds dlae Crimy Lo 58 5 At Al pen Lgdie o

sy ¢ Yo¥Y) udia gl ole ad 5 ) CORAL CRSTAL uall 2 - gia
Bl Aokl el Gdeill Colall 13 saly Lalall Gui 8 S sl Gala
il Gda £ Jalaal (8 Gl gl 2Dl Z 3 dag i 8 Al ¢ s dey ¢y )

O gead) BLB B ) 7 gl o A al) ) ) 1 AL Gl

Williams, Richard ] Sush B, 3oaiuy saiae 58 of &l Slsall doa
O Sy )8 Ayl 8BS (ki A Bila (g5 Bale il a5 .[(2013)
Al 3N cllladd Wi Jeg alall ddiad dalled) Je a0 556 W S
cllabid) g o yabivl g daaill g a8l g dndd) o 5 Caalsall ooy el o 45 jid)
(S AY) diaall ol HhY) (e Ao ganag Al

AN ) ) () gl 5L 8 il - sin Gl sa (5255

[Abouelfadl, et.all(2017); Arsham et al (2013)]

= A 00 e Hserall el Gl D) 2 osiad) gag 38 rdndd) JSed Gasd )yl e
Ul B w38l el Jsdn ) o of ey — il JSel) Aala g
308 Jlaal Jaand I 3ol & siad) 503 28 LS Ll ) il 5 ddall A0S0 ALl
Al G Bos ) dllb a5 8 Les il S e
o Aiall 3050 Qo g 7 sinl) (g5 3 chidu) el e Alesall Aiaill Gand )yl e
G AW Cany U G il g dndal)l jels o Aleadll ailiadl il
Al Ciliay 38 ¢allas ) Cugan g 3L diial diadl » gin aa tdidal) a8l Guand )l pual @
Agdull A8l aad 3LE 5 )Y jhaal 8 GV a8y LA cllaly dudll

274



=] Lr: [m]
Fris]

Yoy sl Ja¥asdl — (YF) alaall - 4 el g Adlall & gad) Alaa

Algpee o8 Al ALeall dawy @bl el 2 V) B0l agd Zlewdl axe
Moo dndull edadl Sl
zsin Aola e b paie A Gl cllin 6 Coga A Gl LY Gl ) pal e
sl HhY) o3 (s L le A
G oall Gany o oSz sl Gy cllan ) gAY i) Glaal —
O gl Gl Glaal Je b€ ) pal e Al g Alls
a3 ae )Yl ol daFy clalus Al f Calill AL alud Gaaad )yl
A8 i) i) ede gaan o0 o OSey WS 3Ll (3Dle) s Akl Jhast 3
lall cla I Gl Bash e psualls o jlue st ) A0 3age Uil 8
Al ) Ll (e g 2585 481 (e 4d gleatin e pa
Go ) Axalall Ansull ayeal sale) allaly O rhl e A gsandl )l —
Aoadl shall (B S ) pa Saal (g3 Lea 3LEN slie (B Leaa sy Ledl san
sy A Gasy IS 3 ghadll Baad 3 gall 238 (4S5 Ladie La guad g 3LN 8
Axlly Cigan g 3L sl & dadilly Aleaall Gl (e b eSSl (LaY!
BUEl slia & yudad gl (0588 S Ay )
comgad) BUE Juadig 31y e Algsaall dgall a5 tom gull BLE Ayl Saaad BEAR
Pl JSa slidl)l ey o5 A 2 sind a3 Al ) sl Al Bile e adyg
Agaladl Qi) Cag oyl 8 Lale Jgeaall adsiall e IS ) clal Y1 i —
038 (ra s chailall Aidul) oy oo sale) Jase 8 5L Ai L2 ) Clig jaall —
Jonal @ bl cledid o dulas il phaley jally hill Gl g yeas 1l g yeadll
aall Cili g yeans LAl e o Al Caad taa Adlall A3l Y sas )
zolal sle) Cld g pans sUE di o @l S g e jlaal) aladiuly ol Kl
il LS Lghale) g sliall dsial ¢l yall g jaall chbilee
Sl (e lual) Baleiul (gl 38 Ai laass ) Agladll Clig adl —
Aaila) Al xdag

275




O sl BLB 8 ) = gin Shalaie 310y ¢ ) oS Colaia g 38 ki) Culaal) dadad (el

e gaad) BLE B ) 7 gia o A al) ) pla¥) duait B g gl cpalil) g0
B33 53na 5 8 ae Ayl dihie o ot QWSS (e el Wi D) phardl) Bl pat
Sy callall clad prea B sal o gu iy Gllamall aien Giadl jud () pag
Lad debuall Al daphll eyl adlhs 3 Gdlle goaal) el 008 OF oy
dc ganal Uad (ualill S84 il Sl ey [Williams, Richard (2013)]
) G Adaa) Gl gl sl e maall dais Wi Al e 531 Sleall e de i
O ey (YAl Al oot il Cpe aaell UG aads Al g Adbad) Jall o
bl e ad g Bl 13a Jadd A4S Lay Slaill del 5 L sabing o3 Apdaaaall o 5SS
:[Rejda, et al (2017)] :atl &1 61 U s yadl ol sy
il ele g o dngull Al ) umY) Jaay Hull insurance cadl JSa gaels —
ot (Al lalaall s Al Adasill e Cargo insurance ailcay (pels —
Go Ji Alee Jadad Cpalill 138 diay o Sary oaally Jid) Adee oL Ain ) L]
sasl ol a4l el ol (I 4 paad) Als D Bl ol (8 0 sl
o Ausull dlle = gaa 5 Freight insurance (osisill) ol sl Jde il —
Nearlas 2y alg Bagihe o A8 deliad) cailS 1Y 1Y) (i
3aa) giall il S e 03l pE Sl ciud) @Dl e A il A gl (i e W
Al Gl 5 s Adle (e Jaati a8 il g5 €l ill Al s cdal ol of Addaall (3ol 3
Gl <Y Dl s Protection and indemnity (P&I) (eas gaill 5 dolaal) (el
arex s Asia leisarly (A Cpalil Baled o Cun o dsall s gl e Yol SV
allall 8 ) sl
Alle 4y (it ot ) somall Gadlil) (e 12 3 Gulal) 8 amy 3 il 13a ity
Yy At aus Cpdll dcl gl aaly Augull jaliee 4 gainy DAl g osiy cAidl
Pt jabivd 4 Gl A el el cAidall Gl A0 ) Al i)
carsaill s Alaal) dpxil 8 aie Jshue Aniall dile 05 Ha o 3old Gisan Jag
S Glaa gt s allall (ol paes (8 paal il ag DS Gk (e p38 (P&I)
pilay JLSY Lo g o S5 Leiladd 5 Aniudl 1 (Ul — la¥) Qled 4 - Jisy

276




=] Lr: [m]
Fris]

Yoy sl Ja¥asdl — (YF) alaall - 4 el g Adlall & gad) Alaa

S5l Al pe P&I Anil (ala¥) (3 o8 P&I g saill 5 dlaall (el lS 35 adans
A Hlie e @il gl 4 siae IS OF 1L als el e Al A
L glladdl ) saVl Al o 38 gs ol & o Al clacY) e g ) jhlad)
Ol ¢ b A58 0 sae DA ol 8 siae (6] aia Lewa® 2y 88 AN GllUaally 21850
o oda Y adiliy aliiie JS8 cliacY) Alle Leal s ) lala) @bl Laid Aalie Akl
o Clel U Aghasal) 800 Y a8 8 ey LS LAe o e S A bl
Ao haid Lam A ggee Jeaty goanll G 1Y QB Juw o Al d8a pdl Al
Magind Sale oy celac¥) dplle U8 (e abiiie g adld IS Lgaladind 25 Y 4aled Loy il
Ll J8 e V) Leple A8 o) 2y ol Lo dhaxill (e halaall o2a

a0 Y Gaalil) culelnd aal (e Taal g aay s oad) Cpalill (G (e a2 5N e i e
ahy b jie A bl of V) Adleaa)) abludl jew pli ¥ Lahiy ) clShiald
oot IS pE et 8 s YT Sl ey sBasanae (68 Lgahaiy AT Ll
A S JS8 b @i a5 Sl lall claid cpelill sale)

43 Jatal) Euand dAadad sl Eiagal)

Zalall ety LA pliall Claal) agdy 3oY Lladial & ) piladl e aaell Glls
Cua [Sanders, (2005)] (a1l dagall il 531 e Ay ) SISV L) of Agilian!
Al Eaal) Gl e il AL 5l alasiud S

"Zisad i Gash oo A hidl CVWEAY) s ol a6 S 4l e dulll) s Sl
e e Y dald ol Gaall Glily pladiuly Gkl (e de ganal day paall el A
Yo Al e adiay 0@l o Gacay 13a dais JoAI Calie a8 B Jilby el
(&) S e 853 g sal) L) (e

Generalized Extreme Value distribution 48 hiall adll aasal) a5 63l

Gl e gaad ol ) a5 (GEV) dassdll 48 kiall aadll dlile o
Glay jor alile [Embrechts, et al (1997); Coles, (2001); Gumbel, (1958)]
r ISl e oS a8l a3 sl AN Aand g Leanai 25y A (GEV

277



O sl BLB 8 ) = gin Shalaie 310y ¢ ) oS Colaia g 38 ki) Culaal) dadad (el

P(Y <y) = GEV(y; p,0,§) = exp(—[1+¢(y — /0] ")
max (Y, 0) olme [y]; <)y p@,0>0: s
« scale parameter (.l dales & 0 5 ¢ location parameter ad sl dalas & u
sl Al el daas Al s g Shape parameter J) Adas o &
(§=0) des g5 Allaial Glaysh D6 penadl A8 kial) el g3 e Gy
(E<0)ddsmiss(§>0) winipamiss

Gumbel Distribution Juws a5 -1
tet drex sl A g 55l Al

GEV(y) = exp(—=1+ (y — ) /0]
coml J My a5l 6 Ledie g3l aadia

Frechet Distribution <y i a5 .11
td a3 sl Al N g 3l Al
0 ysu
G :{ )
O =lexp[-(v - w/o) 5] y>u

) 9 ais My sl 68 Ladie oy gl aadin
Weibull Distribution Jul s a5 I
ted Juls sl sl Al a5y gl Al

_fexp[-(-v—-w)/o) D] y<u
600 = {1 y=u

e e an Al Cadd Jd d ais My aill (68 Ledie a 36l andiiog

zeebid) alasiul aiiag wagall A8k o alae¥) ISRV ARk alaaiuly claledll e
Al Gzl pasil R Slaal)
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% YOYY o Y aamdl (Y ) alaall A il g Adlall & gad) Al

Cat Bonds &l sl cilaie ;o ) Caaall

(Rl dadaie §f ApesSa dahiia of Alpal) dpegee dhp Ll Adle G Bl s aud
JSG A pby) 2Nl sl Laaba 3101 028 Jaaty JaY) digh (28 (e e 0a Sl
Gaobt) Ba¥ e (i iy & pajidl il g la giu) dgal gt LS ol 0 cilip S
(@l

A phe Sl oSN Clain g ) Y el claidll e 1ES Cat e calias Y
Pérez- 1 Jaay) cdy 8 o mlae aaad oy o Ol ddadl) Gume Hiae Gias gaay
o oy Al A8y phall g slasall Hhaladl e Bl ésddl maas 245 [Fructuoso (2008)
Loy sl ddae aidans

& 4 Sall jaai [Sanders, (2005)] Col oSN Clain jlacal LeiSay 3arie Cilga aa )
o dihie s Jie = s AY G S phlae o Fld)l Hhalas 4sl g Al Jaall (lany
Gle Gisatiaal Gl Claie = B e malels Ayl Cialse anl g AN oS
G dul A Jie ddle AS, claiall jaak O B (Glal) Gany by el (U
IPPYPI

Al G o yilea olay &8 060 (el sale) 4858 Gl jaah oS L Glle
S g s Al b el 3ale) (e Baaual

Gl aak by Lclgie EDE Y dia e sale — Badae 33 o) ol Jhaid
Cun Glaca Glua (3 Jlal Qi 5 aas o & cJlall il 5 o adipe 320 Jaxa 0y yainnall
Gl J8 LS B, chiaa 13 L hlad) daidie ddle 3 8Osl léiad oy
Al il paak Ladiag of gy Alle Gy JS o Gany el sih @i
LS allia (S5 A1 1Y) oSy LB Ladla Al dsaldl pleald) Adars b ac Ll i )
330 DA lgle dias Al B 6l o B S Blse @i 8 (5Seu paliual)l (4 ded
cre Al aay il dee o Aaladl A A Sl Tanu caild) 3an elialil dayy Lol
(Al 3l Baas Claia a e Olals cuaa

JE M Jual Ll imy Lee ecpall Gt Ga g 58 (b = i gl Jie = &) &) laia
Aad giddl Al BN A cdiw gl Jie (Gl S ad Bl e gy L Jglal
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Gl a8 ey a8 Juadl Ll el @l 13 oy LAl Gile sl
M alall &l Sl i Jl a5 el a s LSl Al &l S

oSl Sl Jase Yl paaie Jal s sa Gl oS) ot Jlacal gad g Bl ol 5y Cal
Gl oSl i Gl L gl 268 Al e g s AN e sl S Lae i) e
oo Lae cpu ¥ il o agul) Gl old Basa oy Ahgye e i jldnul o
AW cla V) o Gl aal 5 lig 8 s m LY s ) e o il

) oSN it Jas (j garaa aad

Omeldl) Bale) S phy cpalill S GG Ji e ) b8 Ale 5 S SV e jall dually
Sl sail e CAT Cland 4l 4l padll (Ko Ldalall als,al
:(Burnecki, et al (2011); Lane, (2004))

&t — (SPV) special purpose vehicle ials () el <id s o) J) a2
S AR SR e e da o OS Lell Jeats cclanadl jaaeS - saaa 3850 b a
Jaal) disa o Jganll iy el ) ae i Gl sale) 4855 SPV jaal ¢ Jilial
Ol sale) AW 4 Jilie GaohS o Jamy My (JW Gl Gew 8 (Sl
L Jsend

yeaall & A Gl clial) lénud Sy .o pefia]l it g saadl aghy LY
3 ASLEN U8 e oaeill saleY o) U Lgadyy )LL) il ol (e Ledle
Ol Glua b palall a1

A Al s Adlall daag S 3 Jal1 6 pual ol Hlenul & ol claile i 5 LY
& Al hladl dghatl A4S 350 sy Aleladl ey las colaall Cilua 3 Leely
& il G satiall Ly agaill 23 Al il KU wiag Gualil) Bale) die 4 lelead
il o) s A e acal il

& dilie Cijh ge ¢ LIBOR & luall 138 8 salgiddl 4giall 3958l Jolg o .6
Tl 03 Aailid) Al P e caiaill GV Jid e Aalle Aa Al Sy Aaglial)

Ol abies 352l jled halie (e paliall 2y Ciay caile Jare 3 B claid)

(0o il ol &l e o swnall 525l s Jass e 98 5 cLondon InterBank Offered Rate (LIBOR) _laial s '
A gl Jae W) b s 5aS Laladind 5 dpan) ¥ anad) ST ey il 3030 )1 & gid)
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AS il Lgadxy Al Ay ysall X sill e Jgeanll 2y caidl 300 O . [Cummins (2008)]
O o=l Leaday AN LLAY) o paie e e e Cpoatiaall (aldll el @il
skl Lamy Ay el dual e Aadll) salll Aua s Galill sale) Aphaas Gyok
LAlalall Julaal)

& JW Gl gl ) ab calal) Lahiy ) AdUadl) Guast Q113 caial) e Al b L0
Gigan Ala el aas o culi Jan 93 Al Hlaind 5l ae Jall sa LS Gl ¢ paltinal
33U () g patiiuall N8 ¢ palill 3ale) aie g alSia e Dlaie) caiwll 3 jiaall ddladll Ghas
L= () ety laall Glua e ) sel) Comn oy g e o a5l LY Jual

el ke ) L) . .
&yl &I
reinsurance cat bond <) 58 i S
< agreement » orincipal Jud o
<A remiums Lluay! oal Y Ay | € |
, IR S ik coupon (52580 alfisd]
Sponsor | ) opy | TTTToTTTS >l Investor
3 4Ll Jlal (il e ailall
< DJL‘:A_'“_ _______ .t. ________ - _>
relmbursement (r:;?T]l;\riIrl?nor)I (l:irici al
upon trigger event g)p p
A el A
e oGlall o
e 1 . . ‘ | )
T N e oo i,
Liquidati | Returnon - cinal
1QUIGAtion 4 ¢ojjateral! | PrINCIPA
proceeds | 1
1 I
: 1V
QLA..'A g\.u;

Collateral Account
(DLl (3 sas ol jlatinal)
(Money Market Investments)

Siaal) Gaoall i e ol GESILY) de oo GRS — — 2> Ce o GBS e > Ayl dssy) —>

[Siu and Sip, (2019)] <) sSd) de J<b a5 (V) J<d

S g el lS A Al i) 8 G gan 150 038 By 5 Culaiie canli () Sy
saasall CAT il adi yal) wilall a5 of (Sars -AuasSall cllalull SIS 5 ¢ paalill 30l

sl Gula g s am Ol sale) Call s Glllad) Jawd A8S Jigel i Y L
cacay o aild e el Gl & KU ata el Bale) o el S LE o jaal o g

oA sl dnie Bala e S iy Aala Gigas Al G I s
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Saay JWll Gl @Y Lebigad 2 Al iledl)l cce caids A e dlldy Copdaa
el Adle Agpn il g

aae g leali )l i Cpaay @) o8 Claid) o2 Jie sl Guysadl 3L8 A <l 13) L
Ailad goleas Claaslia 3 Jsaall L lacai ¥ a85 6 0S)) & sinll Cadl gy b 5
gl Gl 8 did) Gl e gyt o Jsasll

Aoy Al Al Al 1 Gualdd) daaal)

e

aadi g andil O 8 B3 (g rdgadg Basl g i (e Javan zisal delua o Jall 13 8 S
o sl BB 3 Gdull & gia Gl s (e A i Glilas) e Jseanll &5 L¢ ) S i
Caal g 5 LA LAY il s ol Gl s Glily s el 3LE X Jie ¢ jalias dac
LAl 4 A A4S s e 50 W 00 A Y e Al n L sl laa
ol saad slidll (DY ol 5 Aadall AS ja cle]  gin Gl g 530 3 S Slad
tol LS Al e oy g ) 65S) = e Jae Sl anEll S

Pl (O F A{Fe)ez0, P)

O GAmt=0 s [1=1, 2, T] s =t

LSl VWA aan 388 = ()

t el A dabiadl Glegleall e oy sl = F,

b s = F

@) JLaal) ulie = P

e sl Gugad) BLE 8 il & g Caal gad C ) oS aid Aad s U ¢ Sall S
.aUJ‘@'A}A}QLQSQE\ABJL

Basf g 5 adl & ) oS A dad 85 Y g
Al eyl Yol daas caild) dad sl
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LAl o) e sl Jame 4 Jliie) (Says ¢ phlaadl e JAN adl) 3560 Jaee t 1y
el A Bl

CPI éllgiusdl jland jiige aliay o (Says cadizaill Jaza @ 1y

O Rt ddpale Cilain o Slaiall sda ) Cung oS (8 aasd) sl Jaee R
il laa) gl (81568 VY 32 LIBOR Jase 4liay

G S Gaoditaall o) Sliels sale cage 05S) msinll Dbl bl Jesd baud z @
(sbsa

L@ e (il gal) aaatia (gals (340 D (68 Al g &K diw Gle sdae A3t Pear
Y ¢y sl dad 0 V (Pear)

DY) g il dad naad gl (@AWY Al 4 a8 Gle il ae o () il
:[Cox and Pedersen (2000)] L WS « V(Pcar)

1 1

P
1+(rp+e) 141 E*[Pear] [51]

V(Pcar) =

aaaill Jasay Shladd) e JAD 32l Jaee o adiad Jaal) iy sl dad o
) Gile iae Al (Gubie Y Ldal uliag) dad i) dal) g Canl) daud

dadll e ol Poar diull cile gae &l Vgl aaad ¢ jlaa¥) ¢y aidl dad waas Jal o
L Jpasll vie ay Al Lalasl) a) trigger points @Uay) Laldig (K) aiudl dieu)
il 5 aadl) G sall Jd e Leraa g iy A (L) 8

T g8 (19398 (g Alaadl QIS 1Y) -

K, L<D
PCAT: le; D1 <LSD2 [52]
ke, K, L> D,

u..h.uABJJA.A U}S:'J (D2>D1) éMY‘ J::\A.i D2 le }6@\-@_;‘}(.‘ in\...u;l\ L d:\.o:\&:\;
O O Ba3me A aad o LAl il 13 A aadl e (DY) AL L ailll Sie

¢aid) GH)P (5 S ‘5‘9 \i):\'}t\ Llail) o34 Jl:\h\l( G A JL U“i‘) BJL».»'; ji Jual
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iy ADgnd Gmy Sl oy A sl lasall B juadll Al G35 O sy Cus
A1) Adbide Ol Sise puag Jiad¥) ey (DY) Ll pua g die iledl) gl Al
Siw k(k € 10,1)) uShs . ppaiinad) o nS) 2o Gdaly Hldiny) jhad Julil ool
LY s sy Laie balas aiull dela e caay Al K Zse¥) ) (e das
Goob oo i K dpand Aad g T Glaial) )l (8 05058 o iaall e (o 6l
: A cle gadl IS

Jeanges il dols i ¢ Dy s siall T i) olgiil <y 35 jlaad) Holam o1 13 .Y
Kol At dadll e

@) e als Bae 2aadl Dy s sl o ST T anl) el iy 83 jleal) culS 1Y LY
O Cuny ¢ (ke K) iy alle Gy oo 1o il Jala i « T Jd e duals
(k>0)

Dy sl cslas a8 5 jluall of gl ¢ T o) elgiil o)l 8 € Gl g g5 Al 3 LY
Dl Gl e e @i o aidl dela deangus sl o st dadla gitind
- (ke <ki) 5« (k2 K)

el (A G S dis Aad e Jpaall [5.2] Aaladdl Je andll o jaly @lld day o

()
V(Poyr) = ! ! EP[P
CATZ " 14 +e) 1+, [Pear]
1 1
= ) P < <
V(Pear) e 1+T2[E[KP(L_D)+k1KP(D<L_E)
+ky, K P(L > E)] [5.3]

S0 68 (g gS ddw Aluad) AS 1Y) -
e Lad Gile siad) Ally adiad & ed bl dgles 8 N sd (508 da il Gl =k
[Zimbidis et al. (2007)] : Ml Jsal b5 audl ¢ gsS (8 G saall 33500 Jasa
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(K.(1+ f(R)), L <D
K.(1+g(R)), D, <L<D,

Poar =1 K, D, <L <D, [5.4]
b (2), D; <L<D,
ky(z), L > Dg

-

0sSs Cmy 2d) sie 8 liae sa0all UL Ll & [ Dy, 12123451 :cua
[D, <D, < D3 <D, < D]

Gra Lasaal s ol e e Jsa [f(R), g(R), ¢(2),y(2)] sl Jasis
il 5 jaead) A Al

Badaia i) Al &) oS Mo Ao i ALl
Aol Caidl 5 agal) e Alaine YA e o) S ot e Jasatll S Y asY ks
Liang, Qi ] 52 se ssrad Gyt 4l Gud Jei€e pe Gom b SEl ) Aalay (aid
(e 525 Q LB ylae Guliie 33 chanlall G ISD Gl Al iy [(2020)
Lo 13 P aliie o gey il 4D 5 o) sy ol P sl Aldl (i
5 Gy o sS Crgan e Alfne L) §gull e (555 ¢ Q ubiiall Liariind
P il e Lo il (S Ay Jsna] et By sl
Ve = EX(D(t,T)Pcarl ) [55]

L Fp Ageslaey Q shall il (ulde o ol gl I EL ufi Cua

T

D(t,T) = exp(—j r(s)ds [5.6]
t

r(s) s-T oelst el o stochastic discount factor i sisll aasll Jole 58

c o siall  Saaliall Jaadll 3201l o ga

A Clleal) a8 2 Baawtie < il diul dad aaad Jal (g

71(t) bl e JA 3250 Jaxe dlec —)

32l auadll Jare Jandd) 138 asys caals ale ad &303a0 o) e ol Sl ag
Gldeas ARIMA(L,1,1) zisei ain of g jidss o(tH1) 38 4 gas 3axl 4K 5
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Box et al. (2011); ] Jaua 353U Jare Sl Al ¢ (7=1,2,...,T) 5 58l (6, , a4)
[Dhaene (1989)

Ari(t) = C + 0,4 (t — 1) + &,(t) + a1 5,(t — 1) [5.7]

Ari(t) = () —n(t—1) &

Lsauay Jildie g leds Alfiae < joie g Uadll aa o gl 81 o LS s €y
g ohea Do giay ol )5 oty pdline (e

75 (t) adazmill Jaze dilee Y

r(t) = Cy + &(t) + aye,(t — 1) [5.8]

R(t) o5 oSl 3256 Jara =Y
Saalial) Laalll 53500 Jaxe a5 . (1) (ool (A el =) Y 32a LIBOR Jaze 58
:[Cox et al. (1985)] 4dull 48 g2all dilaall aity (3 5 S siial

dr(t) = az(Bs — r(t))dt + o3/r(t) dW(t)  [5.9]
Ak Gligr Adee o W(E) 5 zisall Clddas oo (a3, B3,03) o) S
.(Cox, Ingersol, and Ross) () 4w CIR z3sai A0Lall Alalaal)  consd
Glaleall 28 5y Cogas L Alalaall 038 Cilalra o 48 7 58l Al oda 3 3k ]
2 jall aal jall a3l (Karg R Flan¥) mabisdl & SMFIS 4 jall alasiuly 3 y3la
Ma and Ma (2013); Nowak et al(2013); Shirakawa ] .CIR zisai e Glaslaall (e
[(2002); Lee et al (2002); Remillard (2013); Brigo et al (2007)
L(t) = aggregate loss process adlea¥! s jluall —¢

sBadnia ) A1 (i ga 68 o dluad) NS Y -
t=1, 2, ) el & oyl sSh i Jals lalilhy 0 Gl 49— Pryp il cile shae A
feb WS e il oy = (L, T
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K, L(t) <D,
PCAT == k1 K ) D1 < L(t) S DZ [510]
k, K L(t) > D,

Pear =KP(L(t) D)+ k, KP(D<L(t)<E)+k,KP(L(t) >E)
Pear =KF(t,D)+k, K[F(t,E)—F(t,D)] +k, K[1—F(t, E)]

Badmia <) A1y gu oS Aluad) A 1Y) -

z.(1+ f(R)), L(t) < D4
z.(1+g(R)), D, <L(t)<D,

Peyr =14 z, D, < L(t) < D, [5.11]
¢(2), D3 < L(t) < Dy
¥(2), L(t) > Ds

(1) eV b i) Aad e Jsenall dnin i (e LS amdll Jele Ja
a5 Yl

Bas g 58l alul) dad ,ua85 Y

e=3% « r,=005 ¢ r;=0012 « K=1000$ : o (=
k;, =025 , k, =05

D = 400 million ,E = 1000 million :3Jull $Uasy) Lisi puny as

& XtRemes s alasiuly L4 plid) dedll a5 Gladeall pa& a0 IV 3 5hadl
ipbeal) Glleal)) 4D bl e Jeast slHIS ciige 3Sae ge R Slas¥) gyl
(u,0,8) = (170.7816007,125.1212188,0.6104882)

willy ol cilaaally [5.2] Wil (Pogp) Aol b pmisaill & Gl 3 shadl

e 322a4l)
K, L < 400
Pcar = 1 05K, 400 < L < 1000
025K , L > 1000
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dell Jiagll dal e (Pogp) daudl A o aadll dilee ol jal &GN 3 ghal)
V(Pcar)

803.1657 $ (55t V(Prar) i) dad o Jiasi [5.3] Alalae i Gy sacilly

ihar ool iy diad e 1000 $ Asend) ated ali A andl o sliae Jaas

iy iy 4 i (L 803.1657 $

s po ABL) alls [5.4] Aalaall A (o sai Cogaad o) 5h (5058 Al 2l o Alls 8 L
Pl LS 2 gdl) g oS Man J)ga g (UYLl

¢ z.(1+2.6), L <100
z.(1+1.8), 100 <L <200
p. =17 200 < L < 400
¢AT 71 0.8(2), 400 < L < 600
0.55(2), 600 < L < 800
\0 L > 800

25 V(Poar) 2wl dad e Jeass (Ppgr) daudl Al e acadll dilae ¢l ja) aay
Agan) died (e JBL g Luw aidl o e Lag Jay 1385 . 855.5456 $ (s sl

Basaia ) Jidl alud) Aad s Lals
Gl Cua a8 L llaal) L(T=3) @l st EDE 4 Gl 58I di B3 O i i
358l ¢ LIBOR Jaras asaill g 323l Jane ziles Giladas iy Yol a8 o) Gillaal)
sl Gl adse e bl e Jeaal ) (YO SY49) 0 s
(https://data.albankaldawli.org
arima 4ejall sasiuly ry(t) 28 Juad ARIMA(1,1,1) zise clalae i &
tol LS [5.7] Aol W5 23 saill Cilales cilS LR zali s 4 predict ala

C, =0.0976 , 6, =02833 , a,=1
sle Mo(t) adazill Jaxd ARIMA(0,0,1) 3 5ai cBlalae 50381 &5 e sbul) (i Ll
6 slus [5.8] Aalaal W5 3 saill daea ulS callall (5 ginse

C,=08899, a,=0.7867

288




=] Lr: [m]
Fris]

Yoy sl Ja¥asdl — (YF) alaall - 4 el g Adlall & gad) Alaa

[5.9] Uslaal Wa 5 CIR 73 sa3 Clalaa pasi & 240l 5 gladl)

as; =0.212421, B = 1.084655, o3 = 0.420791
b SIS e 3lSlaa g AN Luall (6 gl aill 555 Cilalra aladinly Gl aey o i
38 Gl Gale gy e Aaim gl @) Lalis iy [5.6] 5 [6.5] Aalas juass
.blaal)
13 5 . 1315.514% aliay aiad ol <l g O 3 il Wil gd (50 € (e il Al 8
Aga) 4iad o el aaasn il (f oline
585 .1117.0958 ilie <l gins EOU 3 il Xl 68 (5068 oyl s dind 5 okl dagdll Carly

dal (e Gl oSl Clain pe A plaiall Elaall dada ( geall Gslud Al )l oda Caedd
Aaie Wl @lldg ¢ saal) 38 8 il 7 gin lad dadaiy Gl Lad dagaia <l 8 Sl
2 R el S extRemes dilaa¥) dajally cilaa¥) sda ge b ) sdiall bl e
LIBOR Uarss aaill 5 3356 Jane ililee 5 aanall 28 kil sl aysh Colalaa i
8 ol 2 sin Hhlad ¢ oSt puea s anfll JIsd B gea 8 uoliall 28 (p eall
ANl Al Al 5ol a3 g el 3L
iliay o laal cy Baaly 3l Wl s e Gy sS) N dad S5
O Gl IS Ly s L AenY) At e BB a4 ol s 803.1657$
Oe o) Gaaiaall ()38 Adlaial ae il e i Jish 28 A day Y il
Aaoli 3 jled Gigan Alla (B aglle (il
. 855.5456% (sl culSy Xl g8 (5058 dam Ay G SN di Aad a5 -
Aad o DLl eb 815 cApan) aiad (e JEb gl 2l o e Lad 1
el aiul) dad maain s e 3l S e Condli ) 135 (s sS (s 2l
M a5 ) dagdll (e
i Ohgin EOG 58l Mg e e Dl SIoaiul b yaEall dedll caly oY
O OSadll (pag i) il e el jaars st o oliea 185 . 1315.514$
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Aldia) Sandl Ay 8 an sy Vg Ol gia OG5S diall Bae ) G Gl o S
SLlS aglle Ll y g el 388y Y

1117.095$ alue o gins O 5 il X g (50585 ) oS aiad B okl Aagil) oy — ¢
2l e J e ) V) o8 G sasS ddy Ol g EOB iae i) 18 G aas
) sill (g patinall 288y o Al dga gl D e Layy i€ g) 2 Y A
Y53 sl A idie b luall o 13 DS aglle il s

Bodadll dgall L oSam 4daly ol se Lie Julse sae o eliy aiull dad jum—o
A () Ll ot A daud) Al JSa Aelua Jie &l S Clail
oA dalse aa g LS L puaiiaall ladlan Sy ) Gl Sl Slshy ceaa
pdazail) g 30U DY ame Jian Lead oSadl B jaaall dgall kg Y SH abaidi
LB gad) A B30

Clily Jig 8 4 kid)l afl)l Glay js aladind 35 a8 Aul ol 4 ag L aal
sl o) 5 LY Gusadl BLE 8 Cdull 2 gia e Glaal (e daalid) daolill Ll
Gl JSi (e g Al S 5e (B aa g SN il Gals gyl did 8 Ad ki)
o) oaa Jysat] Al o) JLal (al ) (31 sl D) i) el ale)
@A@)LULQ\M\ DMJ:\AJ‘M‘ @&‘&M\&h\)ﬂ\ FRYY @4}3&45
comond) U8 clyy § aelill gl 3UE 3K 55 Jhe L Al ligl sl G gud) 38
LY ot e sl o 4ild (e 138 Aol Ly et AN ol 8 (a3 el
Y 5all g L il Y dall Aleall (pe 3y 30 g g sl 318 L x5 )
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Attaching package: ‘extRemes’

The following objects are masked from ‘package:stats’:
ggnorm, gqplot

> fevd(x , type = "GEV")

fevd(x = x, type = "GEV")

[1] "Estimation Method used: MLE"
Negative Log-Likelihood Value: 40.27773

Estimated parameters:
location  scale  shape
1445950815 117.4780943 0.6159719

Standard Error Estimates:
location scale shape
57.8523729 58.0478011 0.5255448

Estimated parameter covariance matrix.
location scale  shape

location 3346.89705 2650.3185698 -11.1488451

scale 2650.31857 3369.5472143 -0.5124242

shape -11.14885 -0.5124242 0.2761974

AIC = 86.55547
BIC = 85.93074
fevd(x = x, type = "GEW")
m
=
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=
w = =
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Simulation

> z=rextRemes(fitt,100)

> fitz=fevd(z)

> summary(fitz)

fevd(x = z)

[1] "Estimation Method used: MLE"
Negative Log-Likelihood Value: 672.4251

Estimated parameters:
location  scale  shape
Standard Error Estimates: 170.7816007 125.1212188 0.6104882
location scale shape
14.312095 15.157367 0.104528

Estimated parameter covariance matrix.
location  scale  shape

location 204.836068 169.5732507 -0.25031704

scale 169.573251 229.7457848 0.38231742

shape -0.250317 0.3823174 0.01092611

AIC = 1350.85
BIC = 1358.666
fevd(x = z)
m
™
'
=
=z
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>T<-1 # time period

m<-100000 # simulation times
premium<-0.03 # the extra risk premium
Int<-0.0012  # risk -free interest rate
Infl<-0.056 # inflation rate

ri<-rep (0.037, m) # LIBOR rate
K=1000 # face value of the CAT bond
Loss<-revd(m, loc = 144.5950815 , scale= 117.4780943 , shape =0.6159719)
C=rep (NA,m)

f =rep (NA,m)

g=rep (NA,m)

h=rep (NA,m)

p=rep (NA,m)

g=rep (NA,m)

s=rep (NA,m)

for(i in 1:m)

if(Loss[i] <=400)

Cli]=K

{

if (Loss [ 1] <= 1000&& Loss [ i] >400)
C[i]=K*0.5

{

if (Loss [ i] >1000)

C[i]=K*0.25}

1

discount<-(1+ Infl)*(1+ premium+ Int)
> P<-C/ discount

> mean (P)

[1] 803.1657

vV++++++++++VVVVVVVVVVVVYVVY

B g a5 — Banl g b il dill e yaE sl

#with coupon

> for(i in 1:m)

+ {

+if(Loss [ 1] <100)

+ C[ i ]=K*(1+0.12)

+{

+if(Loss [ 1] <200 && Loss [ i]>=100)
+ C[ i ]= K*(1+0.10)

+{

+if (Loss [ 1] <400&& Loss [ i]>=200)
+C[i]=K

+{

+ if(Loss [ 1] <600&& Loss [ i]>=400)
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+ C[1]=K*0.8

+{

+if(Loss [ 1] <800&& Loss [ i]>=600)
+ C[ i ]=K*0.55

+{

+if(Loss [ i ] >=800)

+C[i]=0}

+ 111}

> discount<-(1+ Infl)*(1+ premium+ Int)
> P<-C/ discount

> mean (P)

[1] 855.5456

O0S Oed — Baamie <l yial atll dad yoaw (GG

> T<-3 # time period

> m<-100000 # simulation times

> premium<-0.03 # the extra risk premium

> K=1000 # face value of the CAT bond

> C=matrix (0, T, m) # value of pay off function
> f=matrix (0, T, m)

> g=matrix (0, T, m)

> h=matrix (0, T, m)

## LIBOR rate

> alpha = +0.212421

> mu=+1.084655

> sigma = +0.420791

> delta<-1

> r<-matrix (NA, T, m)

> r[1,]<-1.12 #initial value

> for (iinl:(T-1))

+{

+r[i+l]<r[i,]

+ for (days in 1:250)

+{

+ e <-rnorm(m, mean=0 , sd= sqrt (delta))
+ for(jin1:m)

+{

+ r[ i+1, j ] <-r [i+], j]+alpha*(mu-r [ i +1 , j ] )*delta+sigma*sqrt(r [i+1,
jD*e[j]+days-days

+ if(r[i+1, j ]<0)
+r[i+l,j]<-r[1,)]+alpha*(mu-r[1,j])*delta
+r[1, jl<-r[i+1,j]

+ 11}

>r[l, ]<-1.12

> rt<-r /100

> # interest rate

> ar<--0.2833
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> ma<-1

> const<--0.0976

> Int<-matrix (NA, T+2 ,m)

> e <-matrix (NA, T ,m)

> Int[1, ]<-0.29

> Int[2 , ]<-0.12

> for(j in 1:T)

+{e[j, ]<-rnorm(m)

+ for(i in 1:m)

+{

+ Int[j+2, i]<- Int[j +1, i ]+ar*Int[j +1, i]-ar*Int[j, i ]+ma™*e][], i]-const
+ if(Int[j+2, i]<0)

+ Int[j +2, i ]<- Int[j+1, i]+ ar*Int[j +1, i]-ar*Int [ j, i ]
+

5

> |nt<-Int/100

> Int<-rbind(Int[2:(T+2),])

> # inflation rate

> e<- matrix (NA, T, m)

> Infl<-matrix (NA, T+1,m)

> Infl[1, ]<-3.16

> for(i in 1:T)

+{e[i,]<-rnorm(m)

+ Infl[i+1, ]<-0.8899+0.7867 *Infl[i,] + e i, ]
+ for(j in 1:m)

+{

+ if (Infl[i +1, j ]<0)

+ Infl[i +1, j ]<-0.8899+0.7867 * Infl[i, j ]
+1}

> |nfl<-Infl/100

> Infl<-rbind (Infl[1:(T+1),])

#Total Loss

for (j in 1:(T-1))

+{

+ for (i in 1:m)

+{

+ if(Loss[ j , i]<=400)
+C[j,i]=K

+{

+if (Loss [ ], i]<=1000&& Loss [ i ] >400)

+ C[j,i]=K*0.5

+{

+if (Loss [ j, i]>1000)

+ C[ ], i1]=K*0.25}

+11}

> discount =matrix (NA, T ,m)

> discount[1, ]<-(1+ Int[1, ] + premium )*(1+Infl[1,])
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> for (iin 1:(T-1))
+{
+ for (j in 1:m)
+{discount[i+1, j]<-discount[i, j ]*(1+ Int[i+1, j ]+ premium)*(1+Infl[i+1, j])
+1}
> P<-colSums(C/discount)
> mean (P)
[1] 1315.514
2 g8 ) e oSy — Baaxie <l gl anl) Aad s sl

> for (j in 1:(T-1) )

+{

+ for (iin 1:m)

+{

+ if(Loss [ ], i] <100)
+CLji]=K*(1+f[j.i])

+{

+if(Loss [j,i1] <200&& Loss [ j, i] >=100)
+C[j,i1]=K*(1+g[j,i])

+{

+if (Loss [j, 1] <400&& Loss [ j, 1] >=200)
+C[j,i1]1=K*(0+h[j,i])

+{

+ if(Loss [j,i] <600&& Loss | j,i] >=400)
+C[]j,i]=K*0.8

+{

+ if(Loss [, 1] <800&& Loss [ j,i] >=600)
+C[]j,i]=K*0.55

+{

+ if(Loss [, i] >800)

+C[j,i]=0}

+

> discount =matrix (NA, T ,m)

> discount[1, ]<-(1+ Int[1, ] + premium )*(1+Infl[1,])
> for (i in 1:(T-1))

+{

+ for (j in 1:m)

+ {discount[i+1, j]<-discount[i, j ]*(1+ Int[i+1, j ]+ premium)*(1+Infl[i+1, j])
+1}

> P<-colSums(C/discount)

> mean (P)

[1] 1117.095
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