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ABSTRACT

This article provides a contingent claims valuation approach to an inflation linked
guarantee on individual pension accounts. The guarantee values are numerically estimated by
Monte Carlo simulations. The results demonstrate that inflation linked guarantees on individual
pension accounts can be especially expensive for young participants in some specified scenarios.
Those scenarios include a low long-term average interest rate, high uncertainty of inflation, high
inflation at pricing time, and that a lapse will not happen.
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