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Abstract. We find a formula for the supremum distribution of spectrally
positive or negative Lévy processes with a broken linear drift. This gives
formulas for ruin probabilities if two insurance companies (or two branches
of the same company) divide between them both claims and premia in some
specified proportions or if the premium rate for a given insurance portfolio
is changed at a certain time. As an example we consider a gamma Lévy pro-
cess, an a-stable Lévy process and Brownian motion. Moreover we obtain
identities for the Laplace transform of the distribution of the supremum of
Lévy processes with a randomly broken drift (random time of the premium
rate change) and on random intervals (random time when the insurance port-
folio is closed).
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1. INTRODUCTION

In this paper we study the supremum distribution of a spectrally positive or neg-
ative Lévy process with a piecewise linear drift. We find exact formulas for the
distribution of the supremum which are expressed by one-dimensional densities of
a given Lévy process. The results can be applied to find ruin probabilities if two
insurance companies (insurer and reinsurer or two branches of the same company)
divide between them both claims and premia in some specified proportions (pro-
portional reinsurance) and the surplus is modeled by spectrally asymmetric Lévy
processes which are now commonly used in insurance (see e.g. Furrer et al. [13]]).
The formulas can also be employed for the ruin probability of an insurance com-
pany or branch when the premium rate is changed at a certain time (e.g. the law
regulations are changed in car insurance). Moreover the formulas can be used for
a two-node tandem queue (see Lieshout and Mandjes [160]).
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Avram et al. [1] investigate a spectrally positive Lévy process with a broken
drift (reduction of the risk problem to one dimension) and they find the double
Laplace transform of the infinite time survival probability. As an example they
obtain an explicit analytical representation of the infinite time survival probabil-
ity if the claims are exponentially distributed (the compound Poisson process with
exponentially distributed claims). In Avram et al. [2] a related problem is inves-
tigated where the accumulated claim amount is modeled by a Lévy process that
admits negative exponential moments. They find exact formulas for ruin probabil-
ities expressed by ordinary ruin probabilities when the accumulated claim amount
process is a spectrally negative Lévy process or a compound Poisson process with
exponential claims. Additionally they find the asymptotic behavior of ruin prob-
abilities under the Cramér assumption. In Foss et al. [12] the same problem as
in Avram et al. [2] is investigated but subexponential claims are admitted and the
asymptotic behavior of ruin probabilities for a finite and an infinite time horizon is
found. Besides exact formulas and asymptotics there are other ways to approximate
ruin probability: see e.g. Burnecki et al. [S] where De Vylder’s idea is employed
to estimate ruin probability in the model with claims and premia shared by two
insurance companies.

In the models analyzed in this contribution we assume that the accumulated
claim amount process is a spectrally positive or a spectrally negative Lévy process
with one-dimensional density functions. We find exact formulas for ruin probabil-
ities expressed by one-dimensional densities of the underlying Lévy process. The
main difference between our models and those of Avram et al. [2] is that we admit
heavy tailed claims and we provide explicit formulas for ruin probabilities for both
a finite and an infinite time horizon, whereas Avram et al. [[1]] and Avram et al. [2]]
only considered the infinite time horizon.

The layout of the rest of the article is the following. In this section we present
the motivation to study the distribution of the supremum for Lévy processes with
a piecewise linear drift and we recall the formulas which will be used in the main
results. The next section contains the main results, that is, the distribution of the
supremum of a Lévy process with a broken drift and examples. The third section
deals with the identities for the Laplace transform of the distribution of the supre-
mum of Lévy processes with a randomly broken drift and on random intervals,
which is motivated by a random instant of the premium rate change and a random
time when an insurance branch is closed. In the last section we summarize our
investigations and discuss future research opportunities.

Let us consider two insurance companies (e.g. insurer and reinsurer) which split
the amount they pay out of each claim in proportions §; > 0 and 2 > 0 where
01 + 02 = 1, and receive premia at rates p; > 0 and py > 0, respectively (see e.g.
Avram et al. [2]). Then the corresponding risk processes are

Ri(t) = x; + pit — 6; X (1),

where i = 1,2, x; > 0 and X (¢) is the accumulated claim amount up to time ¢.
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One can be interested in the time when at least one insurance company is ruined:
Tor(z1,22) = inf{t > 0: Ry(t) < 0 or Ra(t) < 0}
and in the time when both are ruined:
Teim (21, 22) = inf{t > 0: Ry1(t) < 0 and Ra(t) < 0}.
Let the ultimate ruin probabilities be

VYor (71, 22) = P(Tor(21,22) < 00),  Ysim(21, 22) = P(Tsim (21, 22) < 00)

and

Yi(x1) =P(m(z1) < 00),  Pa(we) = P(12(x2) < 00),
where 7;(z;) = inf{t > 0 : R;(t) < 0} fori = 1, 2. One can also be interested in
the following ruin probability:

Yand (21, 72) = P(71(71) < 00 and m3(z2) < o0),

and it is easy to notice that

VYand (21, 22) = P1(21) + Y2(22) — Yor (1, 22).
Let us put u; = x;/0; and ¢; = p;/J; where i = 1, 2. Then we get

Tor(z1, x2) = inf{t > 0: X (t) > u; + c1t or X (t) > ug + cat},
Tsim (21, ©2) = Inf{t > 0: X(t) > w1 + c1t and X () > ug + cat}.

If the lines y = w1 + c1t and y = ug + cat do not cross each other in the first
quadrant then the ruin probabilities ©o; (21, 22) and ¥sim (21, x2) reduce to ordi-
nary ruin probabilities of a risk process with a linear drift. If they do cross each
other in the first quadrant and e.g. u; < usg (c1 > c2) then

(1.1) Yor(1, T2) = P(sup(X(t) —et)) > u1>,

t<oo

where ¢(t) is defined as follows:

et ift € (0,7,
(1.2) C(t) = {CQ(t _ T) + T ifte (T,OO),

where ¢i,¢o > 0and T = (ug — uq)/(c1 — c2) (we take ¢(t) = min(uy + c1t,
uo + CQt) —uy).

Similarly, if the lines have a common point in the first quadrantand e.g. ug < u
(cg > 1) then

(1.3) Ysim (1, 22) = IP’(sup(X(t) —c(t)) > u1>,

t<oo
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where c¢(t) is defined in with T' = (ug — u1)/(c1 — c2) (we take c(t) =
max(uj + ¢1t, ug + cot) — uy). In a similar way we can consider ruin probabilities
for a finite time horizon. Moreover, the risk process with a broken linear drift, that
is, u 4+ ¢(t) — X (¢) (v > 0) can be used to model an insurance portfolio when at
some time 7' the premium rate is changed (e.g. in car insurance because the law
regulations have changed). Then the probability in (I.1)) or (I.3)) describes the ruin
probability in this model.

In Michna et al. [20] the joint distribution of the random variable Y (7") and
inf;.7 Y (t) was found where Y is a spectrally negative Lévy process (we will
consider real stochastic processes with time defined on the non-negative real half-
line).

THEOREM 1.1. If Y is a spectrally negative Lévy process and the one-dimen-
sional distributions of 'Y are absolutely continuous, then

T

. z
P(gilipr(t) <—u, Y(T)4+ue dz) =dz { T p(z, T — s)p(—u, s)ds,

where T, u > 0, z > 0 and p(z, s) is the density function of Y (s) for s > 0.

REMARK 1.1. We do not display a linear drift of the process Y but it can be
incorporated in the process Y. Moreover it is not sufficient to assume the absolute
continuity of one-dimensional distributions of Y for some ¢ > 0 to have it for all
t > 0 (see Sato [23, Remark 27.22 or Remark 27.24]).

If X is a spectrally positive Lévy process then X = —Y and we get the follow-
ing corollary.

COROLLARY 1.1. If X is a spectrally positive Lévy process and the one-di-
mensional distributions of X are absolutely continuous, then

]P’(supX(t) <u, X(T) € dz)
t<T
u—z

T
= [f(ij)—fT_Sf(z—u,T—s)f(u,s)ds dz,
0

where T,u > 0, z € (—oo,u] and f(x, s) is the density function of X (s) for s > 0.

Integrating the last formula with respect to z we get the following theorem (see
Michna et al. [20] and Michna [[18]]).

THEOREM 1.2. If the one-dimensional distributions of X are absolutely con-
tinuous, then

T )
(1.4) IP’(ggX(t) > u> = P(X(T) > u) +{Wf(u, 5)ds,

where x= = —min{x,0} and f(u, s) is the density function of X (s) for s > 0.
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REMARK 1.2. The above formula extends the result of Takdcs [25] to Lévy
processes with infinite variation.

Let us now find the joint distribution of the supremum and the value of the pro-
cess for any spectrally negative Lévy process. It will easily follow from Corollary
[I.T]and the duality lemma.

COROLLARY 1.2. If Y is a spectrally negative Lévy process and the one-
dimensional distributions of Y are absolutely continuous, then

T

T —

P(sup Y(t)<wu,Y(T) € dz) = [p(z,T) —uf Mp(z —u,s)ds| dz,
t<T 0 T'—s

where T,u > 0, z € (—o00,u] and p(x, s) is the density function of Y (s) for s > 0.
Proof. By the duality lemma (see e.g. Bertoin [3]) we have X ((T" — t)—) —

X(T) 4 Y (t) in the sense of finite-dimensional distributions for t < T (X (t—)
means the left limit at ¢). Thus we get

P(?EEX(t) <u, X(T) € dz) = P(?EEX((T —t)—)<u, X(T) € dz)

- IP’(sup(X((T —H)-) = X(T)) <u—=z X(T) € dz)
t<T

= P(sup Y(t)<u—z, =Y(T) € dz).
t<T

Substituting 4/ = u — z and 2/ = —2z and using Corollary [1.1] we obtain the
formula. m

Integrating the last formula with respect to z we could get a result similar
to for spectrally negative Lévy processes. However we obtain a simpler for-
mula from Kendall’s identity (see Kendall [15]]). The following theorem can be
found in a more general form in Takécs [25] (see also Michna [19] for the distri-
bution of supremum for spectrally negative Lévy processes).

THEOREM 1.3. If Y is a spectrally negative Lévy process and the one-dimen-
sional distributions of Y are absolutely continuous, then

IP’(squ(t) > u) =u
t<T

o —H~
=
G
N

where p(u, s) is the density function of Y (s) for s > 0.

Proof. This follows directly from Kendall’s identity (see Kendall [15] or e.g.
Sato [23) Th. 46.4]). =
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2. MAIN RESULTS AND EXAMPLES

In this section we analyze the distribution of supremum for both X (t) — ¢(¢) and
Y (t) — ¢(t) where X is a spectrally positive Lévy process and Y is a spectrally
negative Lévy process and ¢(t) is defined in . Since we now display the drift of
the process, we will denote the densities of X (s) and Y (s) by f(«, s) and p(z, s),
respectively (unlike the previous section where a linear drift could be incorporated
in the processes).

THEOREM 2.1. If S > T (S is finite or S = o0) and X(t) is absolutely
continuous with density f(x,t), then

P(fgls)(X(t) — (1)) > u) —A+B= P(%)(X(t) —et) > u)

—HF’(sup(X(t)—clt) <u, sup (X({t+T)—X(T)—cot) > u—X(T)+c1T>,
t<T 0<t<S—T

where

A=PX(T) =T >u) + j" B(X(T - S%:ZI(T— $))”
0

flu+cys,s)ds
and

o
B = fIP’( sup )—Cgt)>z>f<—Z+U+CIT,T)dZ
0 t<S— T

- f dz zP(tjng(X(t) — cot) > z)

fd u+01s s)

— f(=z4+c (T —s), T —s).

Proof. The decomposition A + B is obtained as follows:

P(igg(X(t) — (1)) > u) —A+B= p(%(x@) —eit) > u)

+ IP’(sup(X(t) —at) <wu, sup (X(t)—c2(t —T)—aT) > u)
t<T T<t<S

= P<?2¥(X(t) —cit) > u>

+ IP’(sup(X(t) —at) < u,

t<T
sup (X(t+T)—X(T)—cat) >u— X(T) +61T>.
0<t<S—T

The formula for A follows directly from Th. Let F'(dz,dz) be the joint dis-
tribution of (sup, (X (t) — c1t), X(T') — ¢1T'). Then the formula for B follows
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from the strong Markov property and Corollary

B = {_{o]?(tgggT(X(t) —cot) > u— z) F(dz,dz)
= 7 P<tjg£)T(X(t) —cot) > u— z)f(z +aT,T)dz

- f dzP(ngpT(X(t) —cat) > u— z)

flz—u+ci(T—5),T—s)fu+cis,s)

U
. f ds
o T'—
and substituting 2’ = u — z we obtain the final formula. m
Similarly we get a formula for spectrally negative Lévy processes.

THEOREM 2.2. If S > T (S is finite or S = o0) and Y (t) is absolutely
continuous with density p(x, t), then P(sup, . 5(Y (t) — c(t)) > u) = A+ B where

T
p(u-i-ClS,S)
A=P(sup(Y(t) —c1t) >u) =u | ————=ds
(sup0r () —ert) > w) = [ P
and

o0
B = fIP’( sup (Y (t) — cat) > z)p(—z—i—u—i—qT,T) dz
0 t<S— T

—u fdzIP’( sup (Y (t) — cat) > z)

t<S—-T
T _
JasPEEEASS) )T ).
0 T—s

Proof. Using Corollary [1.2] and Th. [I.3] we proceed in the same way as in the
proof of Th.2.1] m

An application of Th.[2.1]leads to the following example with Brownian motion
(see Mandjes [[17] and Lieshout and Mandjes [[16] or Avram et al. [2]]).

EXAMPLE 2.1. If W is the standard Brownian motion, then

P(“D(W(t) —c(t)) > u)
t<oo
= <I>(_uT—1/2 _ Cl\/T) + e—2c1uq)(_uT_1/2 n C1\/T)
+ e 2eltaT=eDe (T2 4 (¢ — 26)VT)
— e2(crcl)u+2c§T—2c1cQTq)(_uT,1/2 + (o1 — 202)\/T),
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where ® is the cumulative distribution function of the standard normal distribution.
Indeed, using Th. [2.T]and

P(f.gg(W(t) —ct) > u) = (—uT™V2 = eVT) + e 2®(—uT~ V2 + ¢VT)

and
]P’(sup(W(t) —ct) > u) = o 2eu

t<oo
for ¢ > 0 (see e.g. Debicki and Mandjes [11]]) we get

2.1) P(sup(W(t) —et)) > u) — A+ B,

t<oo

where
(2.2) A= Ale;, Tou) == B(—ul % =) VT) e 241 (—uT 2+ ¢,VT)
and

B = e~2ealuraT—al)gp—1/2 | (01 — 209)V'T)

e—CLu— 3T/2 2 w2

B — fdz zelc12e2)z fds )_S/QS_I/Ze_ﬁ_X.
m

Let us take ¢ = ¢; = co > 0 in (2.1). Then A + B = e~2“¢ and the second
summand of A and the first one of B sum to e~ 2%, and thus we get

—cu—c?T/2 oo 22 2

6 U
21

fdzze cZfds —5) 32 2T a2

= &(—uT~Y? — eVT).

Thus using the last identity for ¢ = 2co — ¢; > 0 we get the second term of B.
Similarly let us take ¢ = ¢; and ¢o = 0 in (2.I). Then A + B = 1 and the first
summand of A and the first one of B sum to 1, and thus we get

cu—c?T/2 oo w2

¢ . fdzzeczfds —§) 7325712 ~aT) S) % = &(—uT "2 +eVT).

Thus using the last identity for ¢ = ¢; — 2co > 0 we get the second term of B.
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To demonstrate an application of the above result in insurance let us consider
the following example.

EXAMPLE 2.2. Let X (t) be the standard Brownian motion. Then using (1.1)
and Example[2.T| we get, for u; < ug and ¢ > ¢3,

Yor(1,29) = ®(a(—u1, —c1)) + e > D(a(—ur, 1))

+ 6_202“2<I>(a(u1, 1 — 2¢2)) — 6_2(01_202)“1_202“2@(a(—uh c1 — 2¢2)),

where a(u,c¢) = uT Y2 4+ T, T = (ug — u1)/(c1 — c2), u; = x;/8; and
¢; = p;/0; for i = 1,2. This formula recovers the result of Avram et al. [2, (67)].
In the same way we obtain a formula for ¥y, (21, 2).

EXAMPLE 2.3. Let 0 < T < S < oo and let W be the standard Brownian
motion. Then

P(sup(W >
t<S
< _(u+c1T7z)2
= A(er, T, u) f (co,S =T, z2)e 2T dz
7T 0
e_u01_c%TT 22 w2
—dezzecle(c%S T, z) fdss V(T — g) 32 2= 2 |

where A(cq, T, u) is defined in (2.2).

EXAMPLE 2.4. Let X () be the gamma Lévy process with density

t

f(z,t) = F(zt)a:t_le_‘sm]l(:c > 0),

where 0 > 0, and let ¢(¢) be defined in (I.2). Using Th. we give explicit
formulas for P(sup; g(X(t) — ¢(t)) > u) = A+ Bforboth T' < S < oo and
S =o0.ForT < S < 0o, we have

o f 2T e 9% qp
( )u+clT

s—1 —0165 c1(T—s)

(utcis) f dz (e (T — s) — x)al 57 te™0"

T(s)O(T — s+ 1)

+5Te_6”fds
0

=: A(c1,T,u)
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and
B 0% tturerd) u+j1Td ( T —2)T1 8 Ofo dg 25— T—1p—0x
-— z(u+cT — 2)" e zx® e
F(T)F(S - T> 0 z4co(S—T)
58 —d(utarT) u+erT S-T s—1_,—ca2ds
B ) b eaT— )T s 9
I(T) 0 0 L(s)I(S—T—-s+1)
ca(S—T—s)
[ dz(e(S—-T—s)— z)pdTms g0
0

aT
— §Teoutal) f dz ze’% A(cy, S — T, 2)

0
qfliz (u+c18)* ey (T —s) — 2)T—s71
{ ds T(s)D(T — s+ 1)

For S = oo, we additionally assume that co6 > 1. In this case, since X (¢) has
finite variation, in view of Th. 4 in Takacs [25]] we have

62(5 -1 5 0% 1 5
P X(t)— = Z S c28 ]
(tsgoop( (t) C2t) - Z) 1) ‘ A{ F(s) (z 028) ‘ d87 2=0

Let us notice that A is the same as in the case 7' < S < oo and using the above
expression we get

(62(5 _ 1)5T—16—6(u+01T) u+c1T

b= I(T) !

dz (u+ e T —z)"!

oo 65
- [ds ——(z + cgs)*Le 0028
e

1T
— (a0 — 1)§T Lm0 uterT) [ dzz
0

T—z/c1 u+618)571(01(T— S) _ Z)T s—1 oo
| ds T(S)T(T — s + 1) fdt

(z + czt)t_le_&?t.

EXAMPLE 2.5. Let Z(s) be an «a-stable Lévy process totally skewed to the
right (that is, with 5 = 1; see e.g. Janicki and Weron [14] or Samorodnitsky and
Taqqu [22]]) with 1 < a < 2 and expectation zero. Its density function is

-1 a
f(z,s) = l/afe COS< Jog — o tan T 5 >dt
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(see e.g. Nolan [21]]). Then (see Michna et al. [20]), for ¢ > 0,

A(c,00,u) = P(sup( (t) —ct) > u)

t<oo

o0 o
= Efdss_l/o‘fdte cos< 1/O‘(u+cs)—tatanmy),
T 0 2
and for any cand 7" > 0,

23)  Ale,T,u) = P(fgg(Z(t) —et) > u)

LT e [ate ™ cos( (T2 (x + ¢T) — 1 tan ™
= — Xz € COS T C — an ——
aTe s, " 2

E(Z(T —s)—c(T —s))~
(T — s)st/a

o0
- [dte™ cos( l/a(u+cs)—tatanm),
0

1T
+;{d$

2

where

-1 0 0 N
E(Z(s) —cs)” = —ja [ dzz [dte™ cos (tsl/a(x + cs) — t“ tan 772a)
—00 0

Thus using Th.2.T|for S > T > 0 (allowing also S = oo and putting co —1" = 00)
we get

P(sup(Z(t) —e(t) >u) = A+ B=A+B - By,
t<S

where A = A(c1, T, u) (see (2.3)) and

1

By = 7TT1/O‘

oo
[ dzA(cz, S =T, 2)
0
o o -1/ T
- [dte? cos<tT O‘(—z—l—u+clT)—t°‘tan2>
0

and

ds
T _ 5)1/a+151/a

o
fdzzA c2,S—1T,z)
0

O\’ﬂ

yiye;

: f dt e cos <ts_1/°‘(u + ¢18) — t% tan 2)
0

. f dwe " cos <w(T - s)_l/o‘(—z +c1(T —s)) — w* tan W;)
0
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3. RANDOMLY BROKEN DRIFT AND RANDOM INTERVAL

In fluctuation theory there are many interesting identities for Lévy processes and
exponentially distributed time, e.g. the distribution of supremum on an exponen-
tially distributed time interval (see e.g. Bertoin [3, Secs. VI.2 and VII]). Let us
consider a spectrally positive Lévy process X with a randomly broken drift, that
is, assume that T (see (1.2)) is an exponentially distributed random variable with
mean 1/\ independent of the process X. Moreover let us investigate two cases:
when S = oo (see Th. 2.1) and when S — T' = V' is a positive random variable
independent of the process X and the random variable T'. The practical motivation
for this model is the above mentioned risk process with a changing premium rate at
time T'; we can think that at a random time 7' the premium rate is changed regard-
less of claims (e.g. the law regulations are changed in car insurance). Moreover a
finite random time horizon .S can be viewed as the random time at which the insur-
ance company suspends a certain insurance portfolio (e.g. creates a new portfolio)
and is interested in the probability of ruin before time .S. For this model we give
the Laplace transforms of the survival probability.
Let us put

@i(7) =ImEexp(—y(X(1) —¢)), i=1,2,

where v > 0 and let ¢;()\), i = 1,2, be the inverse function of ;.

THEOREM 3.1. If X is a spectrally positive Lévy process and T is an ex-
ponential random variable with mean 1/\ > 0 independent of X, then for any

v > @1(N),

(3.1)  Ee 7sWPi<riv(X()—c(t)) — Ee—vsupicr(X(t)—crt)

_l’_

YA 1 — Be—7supicy (X(t)—cat) | _ Re—%1(N)sup,cy (X(t)—cat)
p1(7) — A v - &1 ]
where V is a positive random variable independent of X and T.

Proof. Observe that for v > 0,

Ee~7sWPr<rv(X(B)=ct)) — 1 _ 5 i e*W]P’< sup (X(t) —c(t)) > u) du
0 t<T+V

and
P(tj;lfv(xu) —e(t) > u) - P(§1<11T>(X(t) —t) > u)

+P(§1<1¥(X(t) —c1t) < wu, fE\B(X(t+ T)—X(T)—cat) >u—X(T)+ 01T>.
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Thus

(3.2) f e 7“1?’( sup (X(t) —e(t)) > u) du = Iy + I,
t<T+V

where

1 — Ee~7supicr (X ()—c1t)
) du

I = fe ’Yu]P)(Sup(X(t) —cit) > u = .

t<T
and
Iy = fe R P(sup(X(t) —t) < u,
t<T

fug(X(t +T) = X(T) = eot) > u— X(T) + 01T> du.

Since T is exponentially distributed and independent of X and V', we have
[e.e] o0

I = )\fds e fdu e
0 0

-P(sup(X(t) —c1t) < u, sup(X(t+ s) — X(s) — cot) > u— X(s) + cls).

t<s t<V

Moreover, by the independence of X (t + s) — X (s) — cat, t > 0,and X (s) — ¢18

and the fact that

]P’(sup(X(t)—clt) u, u— X(s)+c1s < >_0 z <0,

t<s
we have
)\fdse )‘Sfdue Wf]P’(sup (X(t) —cat) > z)
<V

P(igE(X(t) —at)<u,u—X(s)+cs e dz)

:)\fdue Wfdse ASf]P’(sup (X(t) — cat) >z)
<V

]P’(%Ef(u —X(t)+cit) >0, u—X(s)+ecis € dz).

Due to Suprun [24] (see also Bertoin [4, Lemma 1]) we have
o0
i 67)‘SIP<%I<lf (u—X(t)+cit) >0, u—X(s)+c1s € dz) ds
0 S

= [e P NN () — 1w > )WV (4 — 2)] dz,
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where 1(-) is the indicator function and W™ : [0, 00) — [0, c0) is a continuous
and increasing function such that

* 1
e "WV (z)dr = ———, > p1(A).
{ (@) - 7l)

Consequently, for v > @1 (),

o0 O
=T Tee (sup(x() e > )
e PN N () — 1(u > 2)WN (u — 2)] dz du

Il
>

[ dze PP (sup(X (1) = eat) > 2) [ due” WV ()
0 t<V 0

sup(X (t) — cat) > z> Oj)du 1w > 2)e "W (u - 2)
0

A < e
= e P1 NP (qup(X (1) — cot) > 2 ) dz
A=l (sup(X() = eat) > 2)
— [ e*”}P’(sup(X(t) —cat) > z) dz}
0 t<V
A [1 — Re—?1(N)supycy (X(t)—c2t) | _ Re—7supicv (X (t)—cat)
= — — | |
e1(7) — A P1(N) ¥

COROLLARY 3.1. Under the assumption of Theorem[3.1] if V = oo, then

Eo—75uppcn(X(0—c(t)) _ TAP2(0)[02(7) = 92(P1 (V)]
27 (p1(7) = A)p2(P1(A))

If V' is an exponentially distributed random variable with mean 1/6 > 0 indepen-
dent of X and T then

(3.3)

32(0)(—:21((3% . 51(?9)[«22((0))—]v]
(3.4) Ee Y suPicr v (X(H)—c(®)) — ~\p —p2lo1A, Y[0—p2(y
T S (NG (0) o1 () — A

Proof. Case V= oo. It is well-known that

_ _ A ~y
(3.5) Ee—7supcr(X()=cit) _ (1_ h >
A—¢1(7) P1(N)

where v > 0 (see e.g. Bertoin [3| (3) p. 192] or De¢bicki and Mandjes [11, Th. 4.1]).
Moreover, by [11} Th. 3.2] (or letting A — 0 in (3.3)), it follows that

Y¢5(0)
©2(7) .

Eem(—v f;lor;(X(t) - cﬂ)) =
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Consequently, by (3.1)) for v > 0,

Ee™ 7 SUP; < 00 (X (1) —c(2))
N _ 9@ Z1)eh(0)
_ _ p2(7) w2(P1(N)
Aoy [ ] [ Y P1(N) ]
_ 7)\80/2(0)[902( ) — pa(Pr(A
(N1 (7) - )\)<P2(901()\))
Case of V' exponentially distributed. Using @ for v > 0 we have

g (2 3mpx ) =) =55 (1~ )

Recalling (3.5), for v > 0 it follows that

Ee 78UPt<T+V (X(t)—c(t))

T - 21(7) (1 - 951?)\)>

[
A [1 ~“ el me) 3 ]
p1(7) — A v P1(N)

45 0=, (D) &1 (N)[P2(9)—]
— A\ O—p2(p1 (V) Y[0—p2(7)]

P1(N)p2(0)[p1(y) — Al
COROLLARY 3.2. Let W be the standard Brownian motion. Then

()
- ooy [~ 506

_l’_

p1(7) = 577 + e, p2(7) = 577 + 27,
p1(A) = \/C% +2X—c1, @a(N) = \/C% + 2\ — eo.
Thus for v > \/m -
Ee 7 5uPt<oo (W (t)—c(1))

B ’}/)\02(%’}/2+02’Y_C% —A—(c2 —c1)\/3 + 2\ + cie2)
(372 + v = N (572 + (e + X+ (e2 = e1)y/ef +2X = crea)

and
Ee Y SUPs<T+V (W(t)—c(t))

\/05—4—20— c%+2/\+01—02 \/c +2X—c1) (\/024-20 c2—7)

970?7}\7(02701)\/C%+2A+Clcg (9—*’7 —c27)

(V3 +2X — 1) (/& +20 — ) (372 + c17 — A)

=\
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4. CONCLUSIONS AND FUTURE RESEARCH DIRECTIONS

We have considered the ruin time in the classical way when two insurance compa-
nies share the same claims and premia in a proportional way or when the premium
rate is changed at a certain time for a given insurance branch. For these models we
have derived exact formulas for the ruin probability for a finite and an infinite time
horizon when the accumulated claim amount process is described by a spectrally
asymmetric Lévy process. Since the accumulated claim amount process is the same
for both insurance companies in our first model, a generalization which comes to
mind is to analyze two risk processes where the accumulated claim amount pro-
cesses are not the same but they are correlated (if possible) with correlation coef-
ficient —1 < p < 1 (see Dgbicki et al. [10] in the case of correlated Brownian
motions). Moreover there exist other types of ruin which attract practitioners’ at-
tention and can be applied in modeling two collaborating insurance companies or
the change of the premium rate for a given insurance portfolio. The Parisian type of
ruin has now been deeply investigated. The Parisian ruin occurs if the risk process
stays below zero longer than a fixed period of time. This concept was introduced
by Dassios and Wu [8] and received a great deal of attention from probabilists
and practitioners (see e.g. Debicki et al. [9]] or Czarna and Palmowski [7] and the
references therein). This type of ruin can be extended to the Parisian ruin with a
lower ultimate bankrupt barrier, where the ruin occurs if the process stays below
zero longer than a fixed amount of time or goes below a fixed level —a (a > 0
sufficiently large, see e.g. Czarna [[6]] and the references therein). Thus these types
of ruin can be implemented in models where two insurance companies collaborate
by sharing claims and premia or when the premium rate is changed in a certain
insurance portfolio. In the above mentioned articles exact formulas or an asymp-
totic behavior for the ruin probability are determined, but there are other ways to
approximate the ruin probability: see e.g. Burnecki et al. [Sl] where De Vylder type
approximation of the ruin probability for two collaborating insurance companies
is introduced. This idea could also be implemented for other types of ruin in the
insurer-reinsurer model.
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