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Abstract of Thesis

We assisted recently to a phenomenal increase in the natural disasters and
their engendered claim amounts. These events created difficulties to insurance
institutions who are responsible for the payment of these catastrophe claims.
With these non-controllable growing amounts the archaic hedging methods
became too costly and finding alternatives is a vital issue. One financial
alternative called Option on the Loss Index is highlighted within this thesis.
Using the vight statistical approaches the distribution of claim amount
ocecurring due to extraordinary disaster events is identified. Once this step
achieved a model reflecting the Loss Index dynamics is proposed. The Esscher
transform and the Martingale approach helps the derivation of our catastrophe
linked security. The numerical experiments innervate the theoretical results
and show the easiness of the model usage in practice. Finally, the impact of a
change in the catastrophe data or the insured good value on the option price is
exposed.
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