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Abstract

In this paper, we discuss a generalization of the classical compound Poisson model with claim sizes following a
compound distribution. As applications, we consider models involving zero-truncated geometric, zero-truncated
negative-binomial and zero-truncated binomial batch-claim arrivals. We also provide some ruin-related quantities
under the resulting risk models. Finally, through numerical examples, we visualize the behavior of these quantities.

1. Introduction

Under the classical risk model, a compound Poisson process is used to model aggregate claims. In the
actuarial literature, it is common to employ a homogeneous Poisson process as the counting process
for claim arrivals. It is noteworthy that this is an equi-dispersed process. Moreover, the classical ruin
model is meant for single-claim occurrences. In reality, more often than not, insurers receive several
claims at a time. For example, dental, medical and car insurance policies yield frequent claims that
arrive several at a time. Albrecher ef al. [1] provide an example of housing claims resulting from
fires. It has been commonly suggested by researchers to combine simultaneously arriving claims into
single amounts. Unfortunately, such an approach poses modeling difficulties as these augmented claims
become heavy-tailed. Instead, in this paper, we discuss another way of looking at the classical risk model
where the claim-counting process is a compound Poisson process. This way allows for simultaneous
claim occurrences while considering each claim as a single amount instead of amalgamating it into a
larger claim. There are studies on this topic already. For instance, the Pélya-Aeppli process proposed
by Minkova [8] is obtained by compounding a homogeneous Poisson process with a zero-truncated
geometric process. Sendova and Minkova [9] propose the Poisson-Logarithmic process, where the
compounded distribution is logarithmic and the compounding distribution is Poisson. Li and Sendova [6]
introduce a surplus processes involving a Poisson-Negative-Binomial or a Poisson-Binomial counting
process. To deduce specific expressions, exponential or Erlang claim amounts are assumed. As noted
in Remark 2.1 in Li and Sendova [6], any compound Poisson counting process is an over-dispersed
process. Finally, there are studies of more general claim-counting processes than the compound Poisson
one. The drawback there is that fewer quantities of interest in ruin theory may be deduced. For example,
Sendova and Minkova [10] propose a non-homogeneous compound-birth process to be employed for
modeling claim counts. The probability-generating function (p.g.f.) of the claim-counting process is
obtained in a fairly general setting.

In this paper, we focus on the Gerber-Shiu function that was first introduced in Gerber and Shiu
[5] to evaluate the discounted penalty at ruin. This function was very soon explored in the actuarial
literature to deduce several quantities, which are the function’s special cases and, at the same time, may
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be interpreted as risk measures of an insurer’s business. Examples include the density of the time to
ruin (see Dickson and Willmot [3]), the joint moments of the time of ruin, the surplus before ruin and
the deficit at ruin (see Lin and Willmot [7]), the marginal moments of the time of ruin where the general
solution is given by Willmot [13] and is applied in the case of phase-type claims by Drekic and Willmot
[4], and several others.

Our work here shows that when the Laplace transform of the probability density function (p.d.f.)
of the batch-claim amounts is in the R, class of distributions, the ultimate ruin probability may be
expressed explicitly. Subsequently, we are able to provide explicit expressions of some ruin-related
quantities in terms of the ultimate ruin probability. These are the marginal moments of the time of
ruin and the proper joint density of the surplus before ruin and the deficit at ruin. Therefore, in
this paper, we consider applications for three kinds of classical compound Poisson models where
the counting process is a compound Poisson process with a compounded distribution that is a zero-
truncated geometric or zero-truncated negative-binomial or zero-truncated binomial distribution. Under
these three models, the batch-claim numbers all have rational Laplace transforms. Moreover, the batch
claims can either accommodate both over-dispersed and under-dispersed data (zero-truncated geometric
distribution and zero-truncated negative-binomial distribution), or only accommodate under-dispersed
data (zero-truncated binomial distribution), while the resulting compound Poisson process is always
over-dispersed.

With respect to the batch arrivals, we further discuss the special cases of exponential and of Erlang
claim sizes for illustration purposes. We derive specific expressions for ruin-related quantities under
the resulting compound Poisson models, such as the ultimate ruin probability, marginal moments of the
time of ruin, and the proper joint density of the surplus before ruin and the deficit at ruin.

To illustrate our results, we provide numerical examples with claim amounts following an exponen-
tial distribution or an Erlang distribution. Graphs of some ruin-related quantities are supplied under
our different compound Poisson models. These examples indicate that batch-claim arrivals should be
imbedded in the risk model whenever the relevant data implies that claims arrive indeed in batches.
Otherwise, all risk quantities would be underestimated. We also noticed that compared with the zero-
truncated geometric and the negative-binomial batch arrivals, the binomial-batch arrivals have less effect
on the risk quantities. This observation implies that the Poisson-Binomial model may yield less signif-
icant modeling improvements compared with the Poisson-Geometric and Poisson-Negative-Binomial
models.

Finally, it is of note that the way of accounting for simultaneously arriving claims that we are
proposing in this paper may be easily extended to other well-studied models involving compound
Poisson aggregate claims. In particular, models involving diffusion, interest earned on the premium,
taxation and several others may be extended in a fairly straightforward way. Additionally, given the
computational challenges surrounding risk measures in general, deducing explicit expressions as we do
in Subsection 2.3 has impact for practitioners.

This paper is organized as follows. In Section 2, we list relevant definitions and properties under the
classical compound Poisson model. Then, in Section 3, we consider applications involving the Poisson-
Geometric, Poisson-Negative-Binomial and Poisson-Binomial counting processes. Finally, in Section
4, numerical examples are discussed.

2. Preliminaries
In this section, we recall the classical compound Poisson model and some relevant definitions as well

as theorems we need further in the paper.

2.1. Relevant results

Now, we recall the definitions of the Laplace transform and the translation transform:
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Definition 1. The Laplace transform of a real-valued integrable function ¢(y), y > 0, is defined as
26)= [ eean 50,
Definition 2. The translation operator T, on a function ¢ is defined by
Top(x) = / () dy, 5> 0. @1

Properties of the Laplace transform may be found in Chapter 1 of Spiegel [12].

2.2. The compound Poisson claim-counting process
Definition 3. We introduce the counting process {N(t),t > 0} as follows:

N([)=X1+-~~+XM(t), t>0,

where {M (t),t > 0} is a homogeneous Poisson process with intensity parameter A > 0 and probability
mass function (p.m.f.) given by

(an)* o
k! ’

P{M(f) = k} = k=0,1,2,...,

{X1, Xa, ...} are independent and identically distributed (i.i.d.) discrete random variables, which have
the same p.m.f. p,, n=1,2, ..., as a generic random variable (r.v.) X, and are independent of M (t).

It is noteworthy that Remark 2.1 in Li and Sendova [6] states that the process N (7) is over-dispersed
regardless of the distribution of X.

Definition 4. The surplus process {U(t),t > 0} is given by

N (1)

U(t) =u+ect - Z Y;, (22)

i=1

where u > 0 is the initial surplus and ¢ > 0 is the constant premium rate. {Y1,Y,, ...} are i.i.d. random
variables, representing the successive individual claim amounts. {Y1,Y,,...} and N(t) are further
assumed to be mutually independent. We also denote by F and f the cumulative distribution function
(c.d.f.) and the p.d.f., respectively, of the associated generic r.v. Y.

The surplus process U(t) is based on the assumption that claims arrive according to a general
compound Poisson process. The aggregate losses are then given by

N (1)

(W= Y 120,
i=1

where S(¢) is a compound random variable with Laplace transform

2(5:0) = Pnin [F(9)] = Prn (Px [f(2)]} = e M UI-PIT @D

where Py denotes the p.g.f. of X.
In other words, S(¢) may be interpreted as a compound Poisson process with parameter 4 > 0 and
compounded distribution having Laplace transform Px [ f (s)]. Thus, the surplus process U(#) defined in
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(2.2) may be regarded as a classical Poisson model with claim sizes having the latter Laplace transform.
This is the same as having i.i.d. exponential inter-event times with mean 1/, while each event is a
compound r.v. that we will denote by Z. In other words, we have a number of i.i.d. claims occurring at
the same time. Therefore, known results under the classical model also apply to the surplus process U(t).

Let F*(y) be the n-fold convolution of F(y) with itself. Define H(y) to be the c.d.f. of the compound
r.v. Z, so that

HG) = ) paF™ (), y20,

n=1

which is the c.d.f. of a batch claim. Subsequently, the p.d.f. and the survival function of Z are denoted,
respectively, by 4(y) and H(y) = 1 — H(y).

Also, E{Z} = uE{X}, where u = E{Y}.

The Laplace transform of the associated p.d.f. is i(s) = Px [ f(s)], which is the p.g.f. of X calculated
at f(s).

Define the equilibrium tail distribution of Z as

1 y _
H) = 57 /0 A(r) dr.

Then the associated p.d.f. is

H(y)
he(y) = - He) = Eoo,
with Laplace transform
- 1= h(s)
he(s) = SEZ] (2.3)
We will further assume that the relative security loading @ satisfies the following relationship:
N (1)
ct=(1+6)E { Z Y,} = (1+6)E{N(1)}E{r}
i=1
= (1+0)AtuB{X}, t>0, 2.4

where ¢ should satisfy the inequality
¢ > AUE{X},

to make sure 6 is strictly positive.

2.3. Ruin-related quantities

2.3.1. The Gerber-Shiu function
Definition 5. The Gerber-Shiu function is defined by

m(u) = E{e™Tw(U(1-), [U@)DI(t < ) [U(0) = u}, u >0,
where § > 0is a discount factor, T = inf{t > 0 : U(¢t) < 0} is the time to ruin, w(x,y),x >0,y >0, isa

penalty function, U(t—) is the surplus before ruin, |{U(7)| is the deficit at ruin, and I(-) is the indicator
function.

The Gerber-Shiu function was first introduced by Gerber and Shiu [5]. (See Eq. (2.10) there.)
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Theorem 1. Let w : [0, 00) X [0, 00) — [0, 00) be a bounded (Borel-measurable) function, the relative
security loading be positive, and the claim-size distribution have a finite second moment. Then, the
Gerber-Shiu function satisfies the defective renewal equation

" A
m(w) = () [ mlu= ) dB(:p) + ST, (0 @s)
0
where p is the non-negative root to the generalized Lundberg’s fundamental equation
A+6—cs=Ah(s),

r(p) = S T,AO) € 0,1),

L) = / w(isy - 1) dH(y).

TpH(y)

B(y;p) =1-B(y;p) = LA©)
)

and Ty f (y) is defined as in identity (2.1).

Equation (2.5) corresponds to identity (2.34) in Gerber and Shiu [5].

2.3.2. The ultimate ruin probability
We denote the ultimate ruin probability by

Y(u) =P{r <oo|U(0) =u}.

Restating Eq. (4.11) in Gerber and Shiu [5], we have the following.

Corollary 2.1. When 6 = 0 and w(x,y) =1 forall x > 0, y > 0, the Gerber-Shiu function m reduces
to the probability of ultimate ruin , which satisfies the defective renewal equation

1 u 1 -
v(u) = m./o‘ U(u—t)dH.(t) + mHe(u), u > 0. 2.6)

The solution to (2.6) is the compound geometric survival function

0 | 1 V=
w(u)sz(m) H e(u), MZO,

n=1

whose Laplace transform is

2.7

We now make a connection with the R,, family of distributions, i.e., those distributions whose Laplace
transform of the respective p.d.f. is a rational function. As discussed in Subsection 2.1 of Sendova and
Zhang [11], the R, class of distributions is fairly large and is not a subclass of the phase-type distributions.

Remark 1. According to the relationships among % (s), k. (s) and ¢ (s) in equations (2.3) and (2.7), if
the batch-claim distribution is in the R,, family, then the resulting /, (s) and i (s) are also in that family.
Therefore, we are able to provide an explicit expression of the ultimate ruin probability. Consequently,
more ruin-related quantities, such as the marginal moments of the time of ruin and the proper joint
density of the surplus before ruin and the deficit at ruin are also expressed explicitly.
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We formalize this observation in the following result:

Lemma 1. Whenever the distribution of batch claims belongs to the R,, family of distributions, the
probability of ruin also belongs to that family.

2.3.3. The defective joint density of the surplus before ruin and the deficit at ruin
The solution to the defective renewal Eq. (2.5) with § = 0 may be utilized to determine the defective
joint density of the surplus before ruin and the deficit at ruin.

The defective joint density of the surplus before ruin and the deficit at ruin f;(x, y|u) was obtained
in Section 7 in Dickson [2].

We then deduce the proper joint density of the surplus before ruin and the deficit at ruin

Sfa(x,y|u)
I fate,yu) dy dx
[y (u) — ¢ (u—x)]h(x +y)

B2 [ B (-t dy(r)
T\ v - 1h(x+y) AT
E{Z} [} He(u—1)dy (1)’ ’

Jfylu) =

0<x<u,y>0

u>0. (2.8)

2.3.4. Marginal moments of the time of ruin
With the defective marginal moments ¢ for k = 1,2,..., given by

Ui (u) = E{TkI(T <o) |U©)=u}, u=0,

we have the proper moments of the ruin time provided by

wk—(u) =E{tF |7t <00,U(0) =u}, u>0.
Y (u)
Then mean of the time of ruin is
Yi(u)
E{r |1t <o0,U(0) =u} = s >0,
{r] 0 =u} =0
its second moment is
B2 | <o0,U(0) =up = 29 50,
Y (u)

and therefore, its variance is given as

Var{t? | 7 < o0, U(0) = u}

RAOKRIAOIE
0 [w(u)] o u=0

As discussed in Section 6 of Willmot [13], ¢ (u) satisfies the following difference equation

1+6
lﬁl(u)=%

/ W= y)(y) dy + / w () dy - () / mwdy], W0, (29
0 u 0

and Y, (u) satisfies

2 u o0 00
(ICEG) /0 wl(”‘y)‘/’(Y)dw/u wl(y)dy—t//(u)/o Wl()’)dy}, u>0. (2.10)

Yo (u) =
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According to the Heaviside Expansion Theorem, which can be found on p. 46 of Spiegel [12], if the
Laplace transform of i (u) is of the form /(s) = R(s)/P(s), where R(s) is a polynomial of degree less
than the degree of the polynomial P(s), i.e., ¢ (s) is a rational function, and if P(s) has d distinct roots
pj,j=1,2,...,d, with negative real part, then the probability of ultimate ruin is given by

d

_ R(pj) o 50
¥ (u) ;—P’(pj)e , ux=0.

Therefore, ¥ (1) and ¥, (1) may be expressed explicitly as linear combinations of exponents.

3. Applications

This section is dedicated to applications of the classical compound Poisson model where claims are
assumed to arrive in batches and are thus modeled by a compound r.v. (Z). Alternatively, this setup may
as well be interpreted as compound Poisson counts of claim arrivals (N (¢)) combined with continuous
i.i.d. claim amounts (Y71, Y, ...).

There are three distinct compound Poisson models that we consider here: Poisson-Geometric (also
known as the Pdlya-Aeppli model), Poisson-Negative-Binomial and Poisson-Binomial.

As discussed in Subsection 2.2, the batch claims (Z) follow a compound distribution. The com-
pounding r.v. (X) is the number of claims in a batch and the compounded r.v. (¥) is the individual
claim size. Our choice of distributions for X is motivated by Lemma 1. All three of the geometric, the
negative-binomial and the binomial distributions have p.g.f. that, combined with an appropriate distri-
bution of the individual claim sizes, yield a batch-claim distribution that is in the R,, family. Conversely,
if the batch claims follow a distribution that is not in the R,, family, for example, a distribution in the
transformed beta family or in the transformed gamma family, we are not able to treat the resulting ruin
model in the same way.

3.1. Poisson-Geometric model (or Pélya-Aeppli model)

Now, assume that X follows the zero-truncated geometric distribution with parameter 8. We then have
a Poisson-Geometric counting process N(t).
The p.m.f. of X is given by

ﬂn—l
IR0
Since Var{X}/E{X} = B, then when 8 < 1, the zero-truncated geometric distribution is under-

dispersed. Otherwise, it is over-dispersed. Therefore, this distribution can accommodate both over-
dispersed and under-dispersed batch-claim arrivals.

Pn B>0,n=12,...

3.1.1. General claim amounts
Now, we consider the most general case of the Poisson-Geometric model with the claim-size r.v. Y
following an unspecified distribution f(y), y > 0. We derive some ruin-related quantities under this
model.

Identity /2(s) = Px [ f(s)] implies that the batch-claim amount distribution has Laplace transform

°° n—1
Z;aiﬁyﬂfun
O

1+8-Bf(s)

h(s)
3.1
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Equation (2.3), together with E{Z} = u(1 + 8), then produce

-7
usl1+B=BF(s)]

he(s) = (3.2

Hence, with the help of (2.7), we have

Gy - PO B=BTOI=14f()
s{us(1+6)[1+4—BF(9)] = 1+ f(5))

Equation (2.4) results in the following expression for the relative security loading:

(3.3)

C
1+6:—/1#(1+,3)'

In the following two subsections, we consider the claim-size r.v. Y following two specific distributions.

3.1.2. Exponential claim amounts
Assume Y follows an exponential distribution with mean g, and p.d.f.

1
f)=—e?" y>0, u>0.
u
The Laplace transform of f(y) is then

f(s) = , s>0. (3.4)

Hence, the Laplace transform of x(y) is by (3.1)

1
L+us(1+p)°

Identity (3.2) then produces the Laplace transform of the equilibrium distribution

h(s) =

- 1
he(s) = —————.
(s) 1+ pus(1+p)
Notice that this indicates an exponential distribution with mean 1/u(1+8). Therefore, Eq. (3.3) produces
(1/6)u(1 +p)

g(s) =

1/0)u(1+p)(1+6)s+1°

Inversion yields an explicit expression for the ultimate ruin probability. Namely,
W(u) = b e~ Oulu(+B)(1+0) 5 ),

Hence, starting from (2.9), the defective mean of the time of ruin reduces to

_utp(d+p)(1+6) o0/ (14B) (1+0)

0 c0(1+0)

which implies that the proper mean of the ruin time is

u+u(l+B)(1+06)

E{r|7t <o0,U(0) =u}= v

(3.5)
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Similarly, implementing identity (2.10), the defective second moment of the time of ruin is given by

Uali) = Ou +2u(1+B)(1+6)(1 +20)u +2u>(1 + B)* (1 + 6)3 -0l (1+5) (1+6)
c203(1 +0) ’

and the second moment of the ruin time is

0w+ 2u(1+ B)(1+60) (1 +20)u + 247 (1 + B)*(1 +6)°
- c263 '

E{7? |7 < 00, U(0) = u} (3.6)

Therefore, from (3.5) and (3.6), the variance of the time of ruin is

_2u(1+p)0 +0)2u+ 1 2(1+8)2(1+0)*(2+0)

Var{t?| 1 < 00, U(0) = u} 253

Observe that the mean and the variance of the ruin time are linear functions of u.
Finally, (2.8) provides the proper joint density of the surplus before ruin and the deficit at ruin

UL O oxfu(iep)(1+0) _ 1] p=(ee)/u(145) O<x<u y>0
ou(1+ : =rs
Fyluy =1 UUAD Cuz0.
[(1+6) /B A+0) _ 1] o= (o) u(1+B) x5 gy 3 > 0
cOu(l+p)

Interestingly, the above density depends on the initial surplus only through its relative position with
respect to the surplus before ruin.

3.1.3. Erlang(k) claim amounts
Assume Y follows an Erlang(k) distribution with mean of ky, and p.d.f.

1
ukk!

fy) = yEle ™y >0, u>0.

Then, we obtain the Laplace transform of f(y)
fls)=———, s20. 3.7

The Laplace transform 7(s) is expressed from (3.1) as

1
(1+B)(1+us) = p

Applying the Heaviside Expansion Theorem, if there are n roots 7y, ..., 7, with negative real parts,
which are all distinct, A(y) is then

h(s) =

2 1
‘,ZI ku(U+ B) (1 + ) €

iy,

h(y)

Applying E{Z} = ku(1 + 8) and Eq. (3.2), h.(s) is then

3 _ (1+us)k -1
) = T+ AL+ o) — Al
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Hence, with the help of (3.3) with u replaced by ku, we have

kus[(1+B)(1 +us)* = B] = (1 +us)* +1
s{kus(1+0)[(1+B) (1 + pus)k = B] = (1 + ps)k + 1}’

U(s) =

and the relative security loading is

c

1+9:—k/l,u(l+ﬁ)'

Observe that 1/(s) may be presented as ¢(s) = R(s)/P(s), and then the Heaviside Expansion
Theorem applies. If the polynomial P(s) has m distinct roots py, o2, . . ., o, With negative real parts,
then the probability of ultimate ruin is given explicitly by

- S Rpj) Pyl
Y0 = 2 By

where
R(p;) = kup;[(1+ppp)* = Bl = (1+pp))* +1,
and

P'(pj) = kup;(1+0)(1+B)(1+pup;)) ' (2+2up; + kup;)
= 2kB(1+O)pup; — (1+pp)) ™ (1 + ppj +kup;) + 1.

Finally, the proper joint density of the surplus before ruin and the deficit at ruin is

n m R(p)) oM (XY +pjU (] _ o=piX
Zi- 12/-1 B (™ Pl © / <1 e
m RE) o1y _ (g )k -1 oPit — _Pi_ gmiu ]
Z] L P’ (pj) (e ! 1) I U kepn; [(1+,8)(1+y17[+k/u],-)(l+;u],-)k"7 ] P (P/) P/ 'I ! P.i*'h(' +1

£ ) where 0 < x <u, y >0,
x,ylu) = n 1 ; (x+y) m R(p;
EHW@"” e 1]

R(p;) L+pni)k-1 R(p
Z;”l}’(pl (ePit — 1) — (L) J

where x > u, y >0

,
; o) )
i ePiu — et 4 1J
i Fepm [ (148) (L pmitkpmgs) (l+pum ) =1 =g ] P (0)) [P.f-'li P

with the help of (2.8).

3.2. Poisson-Negative-Binomial model

Assume that X follows the zero-truncated negative-binomial distribution with parameters @ and r. Then
we call this risk model a Poisson-Negative-Binomial risk model as the counting process N(z) is a
Poisson-Negative-Binomial process.

The p.m.f. of X is

1 r+n-—1 a \n
n= P s _1, 0, 0, :1,2,...
P (1+a)r—1( n )(1+a) r>-br#ED a=0.n

When a < (1 + 7)1, the zero-truncated negative-binomial distribution is under-dispersed. Oth-
erwise, it is over-dispersed. Therefore, this distribution can accommodate both over-dispersed and
under-dispersed batch arrivals.
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3.2.1. General claim amounts

Now, we consider the most general case of the Poisson-Negative-Binomial model with the claim-size

r.v. Y following a general distribution. We then derive some ruin-related quantities under this model.
The Laplace transform of A(y) is deducted to be

00

~ 1 +n-1 L,
”(S)zm;(r p )(13(1) L)

_ 1 { 1 ~ 1}
(I+a) =1 {[1-(a/(Q+a)f(s)]" [}

With B{Z} = ura/(1 — (1 +a)™") and (2.3), h.(s) is expressed as

- 1 1
)= {1_ [1+a—af(s>]r}' .

Therefore, Eq. (2.7) reduces to

(uras—D[1+a—-af(s)]" +1

vis) = s{[(1+O)uras —1][1+a - af(s)]" +1}

3.9

with relative security loading

c[l1-(1+a)™]
Aura '

1+6=

3.2.2. Exponential claim amounts
Assume Y follows an exponential distribution with mean u. From the results obtained in Section 5.1.1
in Li and Sendova [6], the Laplace transform of /(y) is given by

- 1} |

(T+a)(1+us)
1+ (1+a)us

. 1
h(s) = (1+a)r—1{

By identity (3.8), the Laplace transform of 4. (y) is

fze(s) = ! {1 -

1+ us "
I1+(1+)us| |
The Laplace transform of the probability of ultimate ruin is obtained by Eq. (3.9) and formula (3.4) to be

(sura—D[1+ (1 +a)us]” + (1 +us)”
s{[sura(1+6) —1][1+ (1 + a)us]” + (1 + us)"}’

g(s) =

which recovers Eq. (35) in Li and Sendova [6]. Moreover, as /() is a rational function, ¢ (1) may be
presented as a linear combination of exponentials as is done in Eq. (38) in Li and Sendova [6].
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Finally, the proper joint density of the surplus before ruin and the deficit at ruin is calculated through
(2.8), where

/Ouﬁew—r)dw(r)
S Me |, e
Jj=1 P ) MHrap;
1 rodm l.R(pj) 1 _ »
ey SR

2.2,

1 r m n ; l-R(pj) 0, [(1+a)u]h—n+lun—h uju(1+a)
_ﬂm(1+a’)r; Z (i)a P(p;) (n—m)! [(1+a)up; + 1171 © S

(P — 1)+

1—u+arz&

ura

-~ =~
_ =

w=0 n=0 j=1 h=0

3.2.3. Erlang(k) claim amounts
Assume Y follows an Erlang(k) distribution with mean ku. Therefore, identity (3.9) together with
formula (3.7) imply that

I (s) = (kpras — D[(1+a)(1+us)* —a]” + (1 + us)*
vis) = s{[(1+0)kuras —1][(1 +a)(1 + us)* —a]” + (1 + us)kr}’

which is the result of Subsection 5.1.2 in Li and Sendova [6]. We may then write /(s) = R(s)/P(s),
where R and P are known polynomials. If P(s) has m distinct roots py, p2, . . ., o, With negative real
parts, then the Heaviside Expansion Theorem implies that the probability of ultimate ruin is given

explicitly by
S R(PJ
v(u) = e,
where
R(p;) = (kprap; = D[(1+a)(1 +ppp)* —al”+ (1+ppp*",
and

P'(pj) = pkrp;(1+a)(1+pp) ' [kppjra(1+6) — 1[(1+a)(1 +pup,)* —a]™

+ [2kppira(1+6) = 11[(1 +a)(1 +upj)k —a]” + [pjuCkr+1) +1](1 +,upj)kr_1.
Note that here the relative security loading is

c[l1-(1+a)™]

1+0=
kAdura

3.3. Poisson-Binomial model

Assume that X follows the zero-truncated binomial distribution with parameters / and g. Then the risk
model is called a Poisson-Binomial risk model with a Poisson-Binomial counting process N (¢).
The p.m.f. of X is given by

(l)q"(l -
_ n

n = , O<g<1,1=12,...,n=1,2,...,1.
b= =gy 1 "

https://doi.org/10.1017/50269964822000195 Published online by Cambridge University Press


https://doi.org/10.1017/S0269964822000195

Probability in the Engineering and Informational Sciences 369

The zero-truncated binomial distribution is under-dispersed, which means that this distribution may
only accommodate under-dispersed batch arrivals.

3.3.1. General claim amounts
We now consider the most general case of the Poisson-Binomial model with the claim-size r.v. ¥
following a general distribution. Then, we derive some ruin-related quantities under this model.

The Laplace transform of h(y) is expressed as

l) n I-n

o | 4" (1=q)

7 _ (}’l 3 n _ (1 _Q)l { 1 _ }
"= i YO g @ e )

n=1

Since E{Z} = ulq/(1 — (1 = ¢)") and from (2.3), we have

~ 1 1 — g)2-n+l
Fes) = {1_ (1-q° ;. 10
ulgs 1" [1=g=qf(9)]
Hence, identity (2.7) yields the Laplace transform of the ruin time
7 (ulgs = D[1 =g —qf(s)]7" + (1 — g)%—+!
V= (3.1D)

UL+ 0)ulgs =111 = g = g F ()] + (1 = g)2-m+1)
with relative security loading

cll-(-g'

1+0=
Aulg

3.3.2. Exponential claim amounts
Assume Y follows the exponential distribution with mean u. From the results obtained in Section 5.2.1
in Li and Sendova [6], the Laplace transform of /(y) is given by
1
. 1} |

ey~ (=9 { L+ (1 - qus
1+(1—61)#S]l}

(I=q)(1 +pus)

Thus, we obtain the Laplace transform of %, (y)

he(s) = ! {1—
ulgs

C1-(1-9g)
1+ pus

by Eq. (3.10). With the help of Egs. (3.11) and (3.4), the Laplace transform of the probability of ultimate
ruin is

(plgs = 1)(1 +ps)' + [1+us(1 - g)]'
s{[ulgs(1+6) = 111+ ps)! + [1+ us(1 - ¢)1"}’

g(s) =

which recovers identity (44) in Li and Sendova [6]. Subsequently, as ¢ (s) is a rational function, v (u)
may be presented as a linear combination of exponentials as is done in Li and Sendova [6].
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Finally, the proper joint density of the surplus before ruin and the deficit at ruin is given in (2.8), where

. _XVRE) [ =00 ey L= 9)
/o H.(u—-1t)dy(t) = JZ:; P(p)) [(1 - wlap; ) (e’ —1) + ld u]

1 S & (D SRe) (1N
PN TR (P R

n

AN R R . h-n+1,,n—h
(.)ql(l _q)l_, /(Pj) Pj M u _ le—u/u
4 P(pj) (n=h)! (up; + "

3.3.3. Erlang(k) claim amounts
Assume Y follows an Erlang(k) distribution with mean ku. From the results obtained in Section 5.1.2
in Li and Sendova [6], the Laplace transform of 4(y) is
1
_ 1} ,

since E{Z} = kulg/(1 — (1 — g)') and (3.10), the Laplace transform of &, (y) is

|

Hence, we obtain the Laplace transform of the probability of ultimate ruin through Egs. (3.11) and (3.7):

ey = (1=9) {(1—QN1+uﬂk+q

1-(1-¢q)! (1=g)(1+us)k

he(s) =

L P [(1 @) (1+us)* +¢q
kulgs (1 + us)k

I (s) = (kulgs — 1D)(1+ us) + [(1— g) (1 + us)* + q]’
W)= s{lkulgs(1+6) = 11(1 + ps) + [(1 = q) (1 + us)* +q]*}’

which recovers the relevant expression in Subsection 5.2.2 in Li and Sendova [6] and ¢ (#) may be again
presented as a known linear combination of exponentials. Namely,

_ X R0
ya) ;P'(Pj)e '

where
R(pj) = (kplgp; = (1 +pup ) + [(1 = ¢)(1 + up))* +ql,
and

P'(p;) = {uklp;lkpp;lg(1+60) = 1]+ [2kpp;lg(1 +6) = 1]1(1 + pp ) }(1 + pup )™~
+{[L+up;(1+kD](1 = @) (L +pup) "+ (1 - q)(1+pup)* +4]1"".

Here, the relative security loading is

c[1-(1+a)™]

1+6=
kAdura

https://doi.org/10.1017/50269964822000195 Published online by Cambridge University Press


https://doi.org/10.1017/S0269964822000195

Probability in the Engineering and Informational Sciences 371

Qo
o |
o ‘
. e ] f
b o
o
(=]
o 5
o
—_— !3:0
o~ --=- p=0.5
== I [FSom B=2
B=10
I | | | | |
0 10 20 30 40 50

n

Figure 1. C.d.f. of the zero-truncated geometric distribution.

Finally, the proper joint density of the surplus before ruin and the deficit at ruin is given in (2.8), where

/uHe(M—l)dl,b(t) :i R(pj) [(1 — 1-a _q)l)(epju_ 1)+ 1_(1_61)lu]
0

= Pley) kulgp, kplq
I m
! l i L Rpy) (1 _
+o— g (- L[ = —i) (e~ 1) ~u
Kig Z‘ ,Z‘ (l) P(pj) [\p;
Il ki-1l w m n
1 I\ . . R(Pj) pj ﬂh—n+lun—h ~
+o— g (1 =)™ eulm,
plg == ; JZ:; =0 (’) P'(p;) (n—h)! (up; + 1)+

4. Numerical examples

We dedicate this section to illustrative examples. In particular, we consider zero-truncated geometric,
negative-binomial and binomial batch-claim arrivals. With respect to the claim amounts, we consider
exponential and Erlang(k) distributions. We assume that the claim-size mean is 4 = 1.5 (in ten thousands
of dollars) and that the relative security loading is 6 = 0.5.

4.1. Exponential claim amounts

In this subsection, we focus on examples with exponentially distributed claim amounts.

We firstly consider an example in the case of zero-truncated geometric batch arrivals.

As stated in Section 3, zero-truncated geometric batch arrivals may accommodate both under- and
over-dispersed data, while the resulting Poisson-Geometric counting process is always over-dispersed.
In other words, no matter whether the insurance company receives an under- or over-dispersed number
of claims at a time, the total number of claims is always over-dispersed. When g = 0.5, the batch
arrivals are under-dispersed, while when 8 = 2 or 10, the batch arrivals are over-dispersed. In order to
measure the efficiency of the compound Poisson model, we also consider the case 8 = 0, which results
in no-batch arrivals and serves for comparison. The c.d.f. of the zero-truncated geometric distribution
in the four cases for S is plotted in Figure 1. As the plot shows, the model whose batch arrivals follow
the zero-truncated geometric distribution with larger 8 is more likely to receive larger number of claims
at a time. This means that an insurance company with more business requires a model with a larger (3.
Note that the scale of the liabilities of the insurance company does not only depend on the number of
claims per day but also depend on the amount of each claim.

https://doi.org/10.1017/50269964822000195 Published online by Cambridge University Press


https://doi.org/10.1017/S0269964822000195

372 D. Gao and K. P. Sendova

wiu)

00 01 02 03 04 05 06

Figure 2. Probability of ultimate ruin.

Table 1. Approximate values of u for which the respective values for  are reached for the first time.

B=0 =05 B=2 B=10
Y(u) =0 32 36 70 280
W (u) = 5% 16 17 35 125

The probability of ultimate ruin for different g is then plotted in Figure 2. Ideally, the ultimate ruin
probability should be below 5%. This is why we add a horizontal line at 5% on the plot. Intuitively,
the probability of ultimate ruin should decrease with the increase of the initial surplus. In the extreme
case, if the insurance company starts with an infinite initial surplus, then there is no risk of ruin. This is
confirmed in Figure 2. Moreover, the approximate values of u for ¥ (u) = 0 and 5% for four different
values of 8 are summarized in Table 1. According to the table, we have seen that for the same level of
initial surplus, the larger the 3, the larger the probability of ruin is. Thus, over-dispersed batch arrivals
correspond to a higher risk of ruin. In general, Figure 2 demonstrates that the possibility of batch-
claim arrivals should not be underestimated as it influences the probability of ruin in a substantial way.
We also observed that the approximate value of u when the probability of ultimate ruin falls to 5% is
approximately half of that when the probability of ultimate ruin reaches zero, especially when £ is small.
This indicates that in order to maintain a relatively low risk of ruin, the insurance companies may only
need half of the initial surplus required for reducing the risk of ruin to an exceedingly smaller level.

The mean and variance of the ruin time are plotted in Figures 3 and 4, respectively. These plots
illustrate what we already know from Egs. (3.5) and (3.6), which is that both the mean and the variance
of the ruin time are linear functions of the initial surplus. We also observe that for the same level of the
initial surplus, the model with a higher S corresponds to lower mean and variance of the ruin time. In
other words, over-dispersed batch arrivals lead to shorter ruin time. This is another evidence that the
possibility of batch arrivals should not be underrated when building a model.

Assume that u = 25. The proper joint density of the surplus before ruin and the deficit at ruin for
different S are plotted in Figure 5. It seems that most frequently, ruin occurs when the current surplus
drops below the initial surplus. When g is larger, ruin may also happen when the current surplus is
larger than the initial surplus. Besides, the joint density comes to a higher peak when £ is small. It shows
that when the Poisson-Geometric model is employed, especially for over-dispersed batch arrivals, ruin
happens more dispersedly compared with the no-batch-arrivals case (8 = 0).

Second, we consider an example with zero-truncated negative-binomial batch arrivals and exponential
claim amounts.
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Figure 3. Mean of the ruin time.
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Figure 4. Variance of the ruin time.

As stated in Section 3, zero-truncated negative-binomial batch arrivals may also accommodate both
under- and over-dispersed data, while the resulting Poisson-Negative-Binomial counting process is still
over-dispersed. Let r = 5. When @ = 0.2, the batch arrivals are under-dispersed, while when @ = 0.5 or
2, the batch arrivals are over-dispersed. We also consider the single-claim-arrival case for comparison
and denote its parameter by @ | 0 as @ = 0 is not admissible for the negative binomial distribution, and
we may then define this case as p; = 1, which in turn will result in the classical compound Poisson
model. The c.d.f. of the zero-truncated negative binomial distribution in the four cases for @ are plotted
in Figure 6. The plot implies that the model whose batch arrivals follow the zero-truncated negative
binomial distribution with larger « is more likely to receive a larger number of claims at a time. This
means that an insurance company with more business requires a model with a larger .

The probability of ultimate ruin for different « is then plotted in Figure 7. It is confirmed in Figure 7
that the probability of ultimate ruin decreases with the increase of the initial surplus and reaches zero
when the initial surplus is large enough. Moreover, the approximate values of u for ¢ (u) = 0 and 5%
for four different values of @ are summarized in Table 2. Based on the results in the table, for the same
level of initial surplus, the larger the «, the larger the probability of ruin is. Thus, over-dispersed batch
arrivals correspond to a higher risk of ruin as it should be expected. Moreover, Figure 7 stresses further
that the possibility of batch-claim arrivals has a significant effect on the probability of ruin and should
not be underestimated. Again, the approximate value of u when the probability of ultimate ruin drops
to 5% is nearly half of that when the probability of ultimate ruin reaches zero, especially when a is
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Figure 5. Proper joint density of the surplus before ruin and the deficit at ruin for different B.
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Figure 6. C.d.f. of the zero-truncated negative binomial distribution.

small. This implies that the insurance companies may only require half of the initial surplus needed for

avoiding the vast majority of the risk of ruin to maintain a relatively low risk of ruin.
The mean and variance of the ruin time are plotted in Figures 8 and 9, respectively. These plots

seem to present linear patterns, which contradict Eq. (35) in Li and Sendova [6]. Obviously, when « |
0, the mean and the variance of the ruin time are indeed linear functions of the initial surplus. After

more careful analysis, we may confirm that when @ > 0, e.g., when @ = 0.2, 0.5 or 2, the mean and
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Figure 7. Probability of ultimate ruin.

Table 2. Approximate values of u for which the respective values for y are reached for the first time.

al0 a=0.2 a=0.5 a=2
Y(u)=0 32 54 90 280
Y (u) =5% 16 27 40 130
=
R - -
a=2
g .
=

0 100 200 300 400 500
u

Figure 8. Mean of the ruin time.

the variance of the ruin time are not linear. More specifically, the mean of the ruin time seems to be a
concave function, which implies that the mean of the ruin time increases slower when the initial surplus
is larger. Meanwhile, the variance of the ruin time seems to have a convex shape, which indicates that
the variance increases faster as the initial surplus gets larger. We also observe that for the same level of
the initial surplus, the model with a higher o corresponds to lower mean and variance of the ruin time.
In other words, over-dispersed batch arrivals lead to shorter ruin time. This is another indication that
the possibility of batch arrivals should not be underestimated when a model is being built.

Assume that u = 25. The proper joint density of the surplus before ruin and the deficit at ruin for
different @ are plotted in Figure 10. We also observe that most often ruin happens when the current surplus
drops below the initial surplus. When « is larger, ruin may also occur when the current surplus is larger
than the initial surplus. It shows that when the Poisson-Negative-Binomial model is utilized, especially
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Figure 9. Variance of the ruin time.

(¢) a=0.5

Figure 10. Proper joint density of the surplus before ruin and the deficit at ruin for different .

for over-dispersed batch arrivals, ruin happens more dispersedly compared with the no-batch-arrival
case (a | 0).

As we can see, the results obtained in the case of zero-truncated geometric batch arrivals are in
tune with the results obtained in the case of zero-truncated negative-binomial batch arrivals, which
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Figure 12. Probability of ultimate ruin.

reflects the fact that the zero-truncated geometric distribution is a special case of the zero-truncated
negative-binomial distribution.

Third, we consider an example with zero-truncated binomial-batch arrivals and exponential-claim
amounts.

As stated in Section 3, the zero-truncated binomial-batch arrivals may only accommodate over-
dispersed data, while the resulting Poisson-Binomial counting process is always over-dispersed. Let
I =5.When g = 0.2, 0.5 or 0.8, the batch arrivals are all over-dispersed. The single-claim arrival case g
1 Ois also considered for comparison. We use ¢ | O this value of g as it as ¢ = 0 is not admissible, so we
may define it additionally to result in p; = 1. The c.d.f. of the zero-truncated binomial distribution in
the four cases for ¢ is plotted in Figure 11. The plot indicates that the model whose batch arrivals follow
the zero-truncated binomial distribution with larger ¢ is more likely to receive larger number of claims
at a time. This means that an insurance company with more business requires a model with a larger g.

The probability of ultimate ruin for the different values of ¢ is then plotted in Figure 12. This plot
verifies that the probability of ultimate ruin decreases with the increase of the initial surplus and reaches
zero when the initial surplus is large enough. Namely, the approximate values of u for y(u) = 0 and
5% for the four different values of ¢ are summarized in Table 3. Hence, we have seen that for the same
level of initial surplus, the larger the g, the larger the probability of ruin is. Figure 12 implies that batch-
claim arrivals under this model do influence the probability of ruin, but the influence might not be that
significant compared with the zero-truncated geometric and the negative-binomial batch arrivals cases.
In addition, the approximate value of u when the probability of ultimate ruin falls to 5% is approximately
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Table 3. Approximate values of u for which the respective values for  are reached for the first time.

q1l0 qg=0.2 qg=0.5 qg=0.38
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W (u) =5% 16 17 25 30
— s
-———— q: b
8 - q=05
s g=0.8
§ 8
£
S
o =
I I I I | I
0 100 200 300 400 500
u
Figure 13. Mean of the ruin time.
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Figure 14. Variance of the ruin time.

half of the initial surplus when the probability of ultimate ruin reaches zero. This means that in order
to maintain a relatively low risk of ruin, the insurance companies may only require half of the initial
surplus needed for eliminating most of the risk of ruin.

The mean and variance of the ruin time are plotted in Figures 13 and 14. These plots show approx-
imately linear patterns. Obviously, when ¢ | 0, the mean and the variance of the ruin time are indeed
linear functions of the initial surplus. However, when ¢ € (0, 1), e.g., ¢ = 0.2, 0.5 or 0.8, empirical
analysis shows that the mean and the variance of the ruin time are not linear. To be specific, the mean of
the ruin time seems to be concave, which implies that when the initial surplus is larger, the mean of the
ruin time increases slower. At the same time, the variance of the ruin time seems to be convex, which
indicates that the variance increases faster when the initial surplus is larger. All in all, for the same level
of the initial surplus, the model with a higher g corresponds to lower mean and variance of the ruin time.
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(c) g=10.5 (d) g=10.8

Figure 15. Proper joint density of the surplus before ruin and the deficit at ruin for different q.

Assume that u = 25. The proper joint density of the surplus before ruin and the deficit at ruin for
different g are plotted in Figure 15. Notice that whenever ruin occurs, it happens with exceedingly high
probability that when the current surplus drops below the initial surplus. The value of g has relatively
small effect on the distribution of the surplus before ruin and the deficit at ruin. It shows that the Poisson-
Binomial model may not yield significant modeling improvements compared with the no-batch-arrival
case.

4.2. Erlang(k) claim amounts

This subsection is dedicated to Erlang(k) claim amounts and we choose k = 3. For comparison
reasons, we will utilize the same parameter values as in the examples with exponential-claim amounts
in Subsection 4.1.

Firstly, we consider an example in the case of zero-truncated geometric batch arrivals.

As before, we choose 8 =0, 0.5, 2 and 10. The c.d.f. of the zero-truncated geometric distribution in
the four cases for 3 is plotted in Figure 1 in Subsection 4.1.

The probability of ultimate ruin for different £ is then plotted in Figure 16. As is shown in the plot,
the probability of ultimate ruin decreases with the increase of the initial surplus and reaches zero when
the initial surplus is large enough. The approximate values of u for ¥ (1) = 0 and 5% for four different
values of § are summarized in Table 4. Again, for the same level of initial surplus, the larger S is, the
larger the probability of ruin is. Compared with the exponential case, the Erlang(k) case may require
a higher level of initial surplus to maintain a low risk of ruin. Meanwhile, we still observe that the
approximate value of # when the probability of ultimate ruin falls to 5% is nearly half of that when the
probability of ultimate ruin reaches zero, especially when £ is small.
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Figure 16. Probability of ultimate ruin.

Table 4. Approximate values of u for which the respective values for  are reached for the first time.
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Figure 17. Mean of the ruin time.

The mean and variance of the ruin time are plotted in Figures 17 and 18, respectively. These plots
show approximately linear patterns. However, empirical analysis shows that the mean and the variance
of the ruin time are not linear functions of the initial surplus. More specially, for all four different values
for S, the mean of the ruin time seems to show a concave shape, while the variance of the ruin time
seems to have a convex pattern. We also observe that for the same level of the initial surplus, the model
with a higher 8 corresponds to lower mean and variance of the ruin time.

Assume that u = 25. The proper joint density of the surplus before ruin and the deficit at ruin for
different S are plotted in Figure 19. Similar to the exponential case, it seems that most frequently,
ruin occurs when the current surplus drops below the initial surplus. When § is larger, ruin may also
happen when the current surplus is larger than the initial surplus. Besides, the joint density comes
to a higher peak when S is small. It shows that when the Poisson-Geometric model is employed,
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Figure 18. Variance of the ruin time.

(¢) =2 (d) s=10
Figure 19. Proper joint density of the surplus before ruin and the deficit at ruin for different (3.

especially for over-dispersed batch arrivals, ruin happens more dispersedly compared with the no-batch-
arrival case. And the effect of ruin being more dispersed is even more significant compared with the
exponential-claim-amount case.

Secondly, we consider an example with zero-truncated negative-binomial batch arrivals.
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Figure 20. Probability of ultimate ruin.

Table 5. Approximate values of u for which the respective values for y are reached for the first time.

al0 a=02 a=0.5 a=2
Y(u)=0 52 97 160 486
W (u) =5% 26 46 74 218

Again, we assume a = 0, 0.2, 0.5 and 2. Recall that we define the case a | 0 as p; = 1, since the
value of @ = 0 is not admissible for the negative-binomial distribution. The c.d.f. of the zero-truncated
negative-binomial distribution in the four cases for eare plotted in Figure 6 in Subsection 4.1.

The probability of ultimate ruin for the different values of « is then plotted in Figure 20. As the plot
shows, the probability of ultimate ruin decreases with the increase of the initial surplus and reaches
zero when the initial surplus is large enough. Moreover, the approximate values of u for ¥ (u) = 0 and
5% for four different values of @ are summarized in Table 5. For the same level of initial surplus, the
larger a, the larger the probability of ruin is. Compared with the exponential-claim-amount case, the
Erlang(k)-claim-amount case may require a higher level of initial surplus to maintain a low risk of ruin.
And the approximate value of # when the probability of ultimate ruin drops to 5% is nearly half of that
when the probability of ultimate ruin reaches zero, especially when « is small.

The mean and variance of the ruin time are plotted in Figures 21 and 22, respectively. Similar to the
exponential case, the mean and the variance of the ruin time seem to have linear patterns, but are not
linear functions of the initial surplus. This time, for all four different values for @, the mean of the ruin
time seems to be concave, while the variance of the ruin time seems to be convex. And again, for the
same level of the initial surplus, the model with a higher @ corresponds to lower mean and variance of
the ruin time.

Thirdly, we consider an example with zero-truncated binomial-batch arrivals. As before, we set [ = 5
and ¢ | 0,0.2,0.5 and 0.8. Again, we define the case ¢ | O to result in p; = 1 as ¢ = 0 is not admissible
for the binomial distribution. The c.d.f. of the zero-truncated negative-binomial distribution in the four
cases for ¢ is plotted in Figure 11 in Subsection 4.1.

The probability of ultimate ruin for the different values of g is then plotted in Figure 20. As is shown
in the plot, the probability of ultimate ruin decreases with the increase of the initial surplus and reaches
zero when the initial surplus is large enough. That is, the approximate values of u for ¢ (u) = 0 and 5%
for four different values of ¢ are summarized in Table 6. For the same level of initial surplus, the larger
g, the larger the probability of ruin is. For the Erlang(k)-claim-amount case, the batch arrivals do not
have a significant influence on the probability of ruin either. Once again, the approximate value of u
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Figure 21. Mean of the ruin time.
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Figure 22. Variance of the ruin time.

Table 6. Approximate values of u for which the respective values for  are reached for the first time.

ql0 qg=0.2 qg=0.5 qg=0.38
Y(u)=0 52 79 118 160
W (u) =5% 26 37 55 76

when the probability of ultimate ruin falls to 5% is about half of that when the probability of ultimate
ruin reaches zero, especially when S is small (Figure 23).

The mean and variance of the ruin time are plotted in Figures 24 and 25. Similar to the exponential-
claim-amount case, the mean and the variance of the ruin time present approximately linear patterns
but are not linear functions of the initial surplus. Again, for all four different values for ¢, the mean of
the ruin time seems to present a concave pattern, while the variance of the ruin time seems to show a
convex shape. We also observe that for the same level of the initial surplus, the model with a higher ¢
corresponds to lower mean and variance of the ruin time.

Assume that u = 25. The proper joint density of the surplus before ruin and the deficit at ruin for
different g are plotted in Figure 26. It seems that most often, ruin happens when the current surplus
drops below the initial surplus. There are also instances of ruin occurring when the current surplus
is larger than the initial surplus. Therefore, the value of g has small effect on the distribution of the
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Figure 25. Variance of the ruin time.

surplus before ruin and the deficit at ruin, but the effect is a little bit more significant compared with the
exponential-claim-amount case. In general, the Poisson-Binomial model may not lead to a significant
improvement compared with the no-batch-arrival case.
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Figure 26. Proper joint density of the surplus before ruin and the deficit at ruin for different q.
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