Consideration of a stochastic multiplicative model in developing
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Abstract

From a practical and theoretical point of view it is universally recognized that risk se-
verity, risk frequency and risk duration are the most important stochastic components of the
complex concept of risk. The formulation of effective stochastic models incorporating these
components can substantially contribute to the investigation and implementation of the vari-
ous operations of the risk management process. The present paper mainly concentrates on
the formulation, establishment of theoretical properties and practical applications in risk
classification, risk control, risk retention and other fundamental risk management operations
of a stochastic multiplicative model which is based on the three most important stochastic
components of the concept of risk.
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