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Abstract: In this paper we model the reduction in Value-at-Risk due to non-systemic longevity
risk when longevity risk is reallocated between entities long on longevity risk and entities short
on longevity risk. We model the Value-at-Risk in an economy with life insurance companies
and pension plans, short and long on longevity risk respectively, with populations positively but
not perfectly correlated. We minimize and compare aggregate Value-at-Risk under the
following scenarios: no risk transfer, risk transfer using a single index survivorship bond and g-

duration matching, birth-cohort survivorship bonds, and complete liability transfer.
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