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A stochastic model for the sum and the maximum of N dependent, heavy-tail Pareto
components

Abstract: We present a stochastic model for (X,Y), where X and Y, respectively, are the sum
and the maximum of N dependent, heavy-tail Pareto components. Models of this form,
particularly with random N, are desirable in many applications, ranging from hydro-
climatology, to finance and insurance. Our construction is built upon a pivotal model
involving a deterministic number of 1ID exponential variables, where the basic characteristics
of the joint distribution of (X,Y) admit explicit forms. We present main properties of this
model and discuss certain risk measures based on this construction, involving joint tail
conditional expectations.
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