MATHEMATICAL METHODS
IN ECONOMICS AND FINANCE

ISSN print edition: 1971-6419

ISSN online edition: 1971-3878
Volume 3 - No. 1 - 2008

Online version available at
http://www.dma.unive.it/mmef/

Covered by Mathematical Reviews

EDITOR AND MANAGING DIRECTOR:
E. Canestrelli

GUEST EDITORS:
M. Corazza, C. Pizzi

MATHEMATICAL METHODS IN ECONOMICS AND FINANCE

EDITORIAL BOARD:
E. Canestrelli, M. Corazza, P. Ferretti

EDITORIAL ASSISTANTS:
D. Barro, M. Nardon

ADVISORY BOARD:

A. Bacinello, Trieste
A. Basso, Venezia

P. Bortot, Venezia

G. Castellani, Venezia
F. Mason, Venezia

G. Pacelli, Ancona

P. Pianca, Venezia

B. Viscolani, Padova

- 2008

Volume 3 - No. 1



MATHEMATICAL METHODS IN ECONOMICS AND FINANCE
Dipartimento di Matematica Applicata
Universita Ca’ Foscari Venezia

Dorsoduro 3825/E, 30123 Venezia, Ttalia

Journal webpage URL: http://www.dma.unive.it/mmef/

MATHEMATICAL METHODS IN ECONOMICS AND FINANCE
Dipartimento di Matematica Applicata
Universita Ca’ Foscari Venezia

Dorsoduro 3825/E, 30123 Venezia, Italia

Journal webpage URL: http://www.dma.unive.it/mmef/

ISSN print edition: 1971-6419
ISSN online edition: 1971-3878

Printed on November 2009 by
DEPAC - Sezione Prowveditorato, Centro Stampa, Venezia (Italy)

Autorizzazione: Tribunale di Venezia n. 3 del 31 gennaio 2006, R.G. n. 285/06
Direttore responsabile: Elio Canestrelli
Stampa: DEPAC — Centro Stampa, Dorsoduro 3825/E, 30123 Venezia, Italia

Mathematical Methods in Economics and Finance publishes original papers that
contribute to the theory, methodology and applications in the areas of mathe-
matical economics, financial mathematics, mathematical finance, actuarial math-
ematics, management science and operational research.

Papers may be submitted to any member of the Editorial Board via ordinary
mail to the address: Dipartimento di Matematica Applicata, Universita Ca’ Fo-
scari di Venezia, Dorsoduro 3825/E, 30123 Venezia, Italia, or via electronic mail
to the address: mmef@unive.it.

Papers must be written in English according to the journal formatting guide-
lines (please download and use the template file mmef-Template.zip from the
journal website).

All submitted papers will be double-blindly peer reviewed by at least two
anonyimous referees.

Free download of published papers is available from the journal website.




MATHEMATICAL METHODS

IN ECONOMICS AND

FINANCE

Editor and Managing Director:

Elio Canestrelli

Guest Editors:
Marco Corazza
Claudio Pizzi

Editorial Board:
Elio Canestrelli
Marco Corazza

Paola Ferretti

Editorial Assistants:
Diana Barro
Martina Nardon

Advisory Board:
Anna Rita Bacinello, Trieste
Antonella Basso, Venezia
Paolo Bortot, Venezia
Giovanni Castellani, Venezia
Francesco Mason, Venezia
Graziella Pacelli, Ancona
Paolo Pianca, Venezia
Bruno Viscolani, Padova






Contents

The underwriting cycles under Solvency IT........................... 1
Anthony Derien

Empirical pricing kernels and investor preferences.................. 19
Kai Detlefsen, Wolfgang Karl Hirdle and Rouslan A. Moro

Calibration of a multiscale stochastic volatility model.............. 49
Lorella Fatone, Francesca Mariani, Maria Cristina Recchioni and
Francesco Zirilli

A reserve risk model for a non-life insurance company............. 63
Salvatore Forte, Matteo lalenti and Marco Pirra

Parameter estimation for differential equations using

fractal-based methods and applications to economics and

finance . ... 79
Herb Kunze, Davide La Torre, Cinzia Colapinto, Jelena Loncar and
Matteo Fini

Jump telegraph processes and a volatility smile..................... 93
Nikita Ratanov

Estimating the true embedded risk management cost of total
return strategies......... .. .. 113
Francesco Sandrini, David Edelman and Dermot Ryan






