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Abstract

In the last decade, many papers were dealing with the capital allocation problem.
Cummins (2000) discusses the advantages and disadvantages of some methods of capital
allocation, as the marginal capital allocation. Denault (2001) consider a capital alloca-
tion based on methods of game theory. Other papers as Wang (2002) and Landsman
and Valdez (2003) use the tail conditional expectation to compute capital requirements.
Zaks et al. (2006) and Dhaene et al. (2009) derive the capital allocation as a solu-
tion of some optimization problem. These papers and others, find the required capital
allocation for a single time period, i.e. in a non-life insurance. In this paper we deal
with the long run model and we obtain the optimal capital allocation in the quadratic
optimization problem as in Zaks et al. (2006) and Dhaene et al. (2009, section 3.2).
An implementation to life-insurance is given. In addition, we suggest a new method
to determine the premium in life-insurance. We analyze the relation between the dis-
count factor and the probability to insolvency and show how to determine the premium
according to this relation.
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