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Our work intends to explain the idea and the rationale of using ruin
theory to optimize the asset allocation for a defined contribution
pension fund, where current assets plus the present value of future
contributions are smaller than the present value of its liabilities dis-
counted at a “risk free” interest rate.

This approach determines the asset allocation for a portfolio that
minimizes the probability of reaching a threshold where there is the
need of increasing contributions or curtail benefits (which we will
call ruin), under a set of different assumptions of initial funding,
future contributions, and financial returns.
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