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Optimal Asset Allocation of Insurance Company Under the Constraint of
Solvency: Model and Path

DUAN Guosheng (Postdoctoral mobile station, Institute of finance and banking,

Chinese academy of social science, 100031)
Abstract ; Capital is the key factor of insurance company’s operating, and it is also an important
constraint on asset allocation. Based on Markowitz method, this paper introduced solvency into
the optimal asset allocation model. Under the revised model, the optimal portfolio of the
insurance company was changed along with improved solvency. This paper also did sensitivity
analysis on insurance company’s initial solvency. The result showed that optimal portfolio was
correlated with solvency in a manner that better solvency results in higher ratio of risky assets.
Finally, this paper discussed the feasibility of the revised model and gave some suggestions on
real practices for insurance companies.
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