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Abstract

This paper deals with securitization to transfer mortality risk from Life Insurance
Company to the capital market and with the new pricing models on Mortality Risk
Bonds. Referencing to mortality risk securitization done by Swiss Re in December of
2003, the author proposes the securitization model and the Arbitrage-Free Pricing
model of Stop-loss Reinsurance( as derivative asset of Term Insurance as underlying
asset), which determines price of mortality risk bonds. They are based on the developed

a formula using stochastic process that cause the mortality and the option theorem.
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