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ERE

While an insurance company is categorized as a high leverage company,
Asset-Liability Management for an insurer is essential to the stakeholders in the
financial market. In Taiwan, the accumulated assets in the insurance industry have
reached 9.26 billion NTD in 2009. Following this trend, an insurer should maintain
prudent asset allocation strategies to prevent financial distress arising from
mismatching between asset and liability. In this research, we analyze and compare
asset allocation in several countries (U.S., Japan, UK and others). Consequently, we
identify several factors that would affect asset allocation of the insurers. These factors
would include interest rate, systemic risk, liquidity, derivative, regulation and so on.
In this work, it reveals several features in asset allocation in Taiwan insurance
industry: (1) the return rate of the underlying asset is the major consideration of asset
allocation; (2) the low interest rate environment enhances the negative interest spread
problem of life insurers; (3) the derivative products are solely used on hedging
purpose; (4) the strategies are seldom affected by the financial crisis in 2008; (5) the
strategies mainly affected by relative insurance regulation; (6) the non-life insurers
decide their asset allocation according to the liquidity control.Based on our study, we
found that insurance regulation plays a pivot role in asset allocation. In this regard, it
Is suggested that insurance regulators could enhance internal control and information

disclosure to supervise the asset allocation of an insurer.

Keywords: Insurance Company; Asset Allocation Strategy; Internal Control,

Information Disclosure
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US insurance asset allocations 2008

Japan insurers’ asset allocation, March 2010 UK insurers’ asset allocations 2009
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# 6 1975-2009 & % F &'k =

PRERFLESN

CARE LRG0 FAF40% o R S £ A 5% 20%

2 BB E T 20%02 b o e 1994 & (S p-iE TR > 32009 & pF

S 1975 1977 1979 1981 1983 1985 1987 1989
PR E 5.25% 6.7% 6.87% 7.51% 11.7% | 15.09% | 145% | 13.71%
aPFE | 36.58% | 39.2% | 39.09% | 36.86% | 35.44% | 35.94% | 38.84% | 41.4%

f¥Ee3 41.83% | 45.9% | 45.96% | 44.37% | 47.14% | 51.03% | 53.34% | 55.1%

2 1990 1992 1994 1996 1998 1999 2000 2001
FCRFE S E | 14.97% | 19.23% | 20.37% | 17.64% | 13.42% | 11.78% | 11.45% | 11.55%
SFFwE | 41.37% | 40.26% | 40.7% | 41.32% | 40.32% | 38.75% | 39.0% | 41.43%

f¥Ee3 56.34% | 59.5% | 61.07% | 58.96% | 53.74% | 50.53% | 50.45% | 52.98%

2 2002 2003 2004 2005 2006 2007 2008 2009
FORFEE | 14.23% | 13.83% | 13.23% | 13.16% | 12.01% | 11.39% | 13.65% | 8.8%
NP E | 43.63% | 42.30% | 41.97% | 41.28% | 39.03% | 39.11% | 42.35% | 45.4%

®X &3 57.86% | 56.13% | 55.19% | 54.45% | 51.04% | 50.51% | 56.0% | 54.2%

744 k&R ¢ ACLI (2003, 2010).

1980-1990 & # A > pe i - £ 10 B > F e E F R f ApB 12

I AR 0742 > @ SrasHY AT £ 0 AR M ARiE-0.951 » BT SO

F AR A e A 1990-2009 £ B poRf o £ B FF AR R

BME L AGTARE LR £ AR RE-0792 0 TR E HF N

FeAr -
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27 FREMBEO7 - BHRS G EZYVGHEL TN d £ T
FaiREG TG ERTYUSHL T (DG XU R (e
Frf 2 PR A& FARTA TomPFAER LRSS HE10%
oA P HFCEPFERB P AERY A1F1I0EHF L H

¢ 2005 # 2. 5-10 # ¥ & %,\f]*u% £ 33.3% -

BROP - R EXPNLGHR I PR RFL FE D
PEF- MY S EYFE FEPRYTASL TR TN ERESR
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34 %R ¢ ACLI (2003, 2010).
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207 FREGST - RES G EY UL

1&p 1-5 & 5-10 & 10-20 & 20 & 12}
2009 % % &3+ 10.3% 28.9% 28.7% 12.6% 19.4%
2005 i % &3+ 8.8% 26.2% 33.3% 14.1% 17.6%
2002 i % &3+ 10.3% 27.5% 29.8% 14.4% 18%
1998 i % &3+ 9.8% 28.9% 29.6% 15.3% 16.4%
2009 Fz fr- 3 11.1% 22.6% 20.2% 21.1% 25.0%
2005 Fe i+ i 8.2% 21.8% 24.7% 24.8% 20.5%
2002 Fe /iR 12.50% 24.40% 20% 21.30% 21.80%
1998 rz fi+-if 8.70% 29.40% 23.80% 19% 19.10%
2009 = & # 10.1% 30.9% 31.3% 10.0% 17.7%
2005 = & # 9. 0% 24.7% 35.9% 11.0% 16.7%
2002 = & # 9.60% 28.40% 32.80% 12.30% 16.90%
1998 = & i 10.10% 28.70% 31.30% 14.20% 15.60%

F# %k © ACLI (2003, 2010).
S oFAPEHTARER
285 197572000 & % WA 27 adsh FHFAMREZ W £ 4
FRERER 50 P A BT AR 1975 EREsh LA
GNP EAMRE Y S0 E F ik 300% 0 w2 (rpa TR 5 1089 £t £

% 20% 0 1996 & { <>t 10% > % 2009 # &4 6.8% = + o

16




3 8 1975-2009 & % W& % 2 P 4sh Fagn

2 1975 1977 1979 1981 1983 1985 1987 1989

P Pk 3082%  2754%  27.39% 26.2% 23.06% 20.80% 20.44% 19.56%

A 1990 1992 1994 1996 1998 1999 2000 2001

AP P 19.18% 14.82%  11.09% 9.1%  7.65% 7.48% 7.44% 7.45%

A 2002 2003 2004 2005 2006 2007 2008 2009

P R 7.41% 6.92% 6.64% 6.58% 6.51% 6.60% 7.59% 6.78%

ok %k ACLI (2003, 2010).
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29 RPN GSF AL

HiLige i
AR5 &RGE REBS| 2PF |MRAGEE| AFGFE |FE3FFRE
2000| 1,478.32 - - 521.62 | 113.10 - 2,113.04
2001, 1,856.92 | 5.00 - 598.72 | 143.00 - 2,603.64
2002 2,212.72 | 129.92 - 756.17 | 142.60 - 3,241.41
2003 2,587.07 | 263.89 9.48 | 921.87 | 153.00 - 3,935.31
2004| 2,850.67 | 455.05 | 29.72 |1,052.15| 116.50 - 4,504.09
2005 3,141.72 | 583.62 | 90.05 |1,090.58| 89.10 - 4,995.06
2006| 3,382.52 | 741.83 | 132.11 |1,154.12| 71.00 7.5 5,489.09
2007/ 3,518.47 | 754.13 | 191.00 |1,088.14| 60.20 14.70 5,626.64
2008 3,735.17 | 806.20 | 144.28 |1,133.37| 45.00 14.70 5,878.72
2009 3,970.85 | 737.07 | 105.96 |1,081.91| 38.70 23.01 5,957.50

2 v agapEe 2§ F31(2010) -
B M 4 e ® L5 B ¢ < (2009) -
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M3 4 E [2-12(4.9) #=4E | 5-9(65) | Aittd | 1~10(35)

2-10(7.4) | %28+ % | 1-7(33)

e

PRAE | 1-8(40) | E 34

304 % [1-521)| ¥mAE [2-104.3) | I+ E | 1-11(5.1)
RELE [3-943)| ¥ £ot5c | 2-5(36) |2 W~ % L & | 1~19(6.2)
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% 11 £ %1995 & T 2000 i F k45 7 5 (%)
1995 1.83 26.48%
1996 2.22 8 Grgmeg g aw)
1997 4.19 2004 27.21
1998 3.72 2005 30.59
1999 4.17 2006 30.31
2000 4.63 31.23
2001 12.22 T prgmag o aa asw)
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2009 32.17
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012 ARAAESEDP 2007 ERRGFARE N E A
B F AR [ 2P REL S C N
LAZRERT A 87.78% | 88.30% | 96.52%
114 =52 A2 <54 F A | 87.78% | 88.21% | 96.52%
12 3% 2 He 47 4 | 000% | 0.09% | 0.00%
2% (7 7 AUREFYK) 3.83% | 2.86% | 1.03%
JAEWTA 456% | 8.12% | 2.45%
1% LAlA & 1.25% | 2.50% | 0.96%
32 T HFAI A & 0.56% | 0.51% | 0.00%
33+ A4 0.00% | 0.09% | 1.49%
34 % 5444 0.10% | 4.95% | 0.00%
35 FEAlA 4 2.65% | 0.07% | 0.00%
4ETF(3 % B2 f %) 3.13% | 0.00% | 0.00%
SRR & 0.69% | 0.71% | 0.00%
6.7 # & 0.00% | 0.00% | 0.00%
a3t 100.00% | 100.00% | 100.00%
TRk R R 4R 22 BPP 2(2009)
BT ERAZTTERLLA SRR FETAZ RN FHRT 8
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Equities

Corporate
bonds
Treasury
bonds
Treasury
bills

Inflation

0.0% 2.0% 4.0% 6.0% 8.0% 10.0%

Bl 8 FMF A7 B LLFRFL IS

Financial investment on Expected return in excess
insurers’ balance sheets of risk-free rate
Equities »  Equities risk premium

Sovereign default risk
premium

Government Bonds >

v

Corporate Bonds Credit spread

Real Estate

\ 4

Iliquidity premium

Equity risk premium
+illiquidity premium

A 4

Private Equity

Equity risk premium
+illiquidity premium
+0opaqueness premium

Funds of funds

v

Bl O AT R G R HERS

1 741 &k & : Deutsche Bank, “100 Years of Corporate Bond Returns Revisited”, Nov. 5,
2008; Barclays Capital; Standard & Poor’s; and Bureau of Labor Statistics.
10 244 %R ¢ Sigma (2005) ©
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f4adc® 5. % (Barclays Treasury Index, 5.4 & )5 # gcif ¥ - = 5. % 4p#c (Barclays Municipal
Index BlE ) HFELLTHFELE - " FRAFE }Mﬂﬁ’x ( Barclays Credit Index, 6.5 # ) ; %z
FoddE - K3 SSIERE S (Merrill Lynch High Constrained Index, 4.3 # ) ; % &/ A% & -
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2007-2009 + # &% 2
o %E
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(11.50%)  (17.21%)
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(26.50%)  (11.10%)
24 wE
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(2.65%) (5.57%)
134033840 89776862
(6.39%) (4.28%)
190875422 43211480
(16.49%)  (3.73%)
35910249 37110369
(10.54%)  (10.89%)
70009245 21548313
(24.28%)  (7.47%)
24 wE
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(1.84%) (6.17%)
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(6.51%) (6.25%)
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(31.98%)  (8.94%)
161043567 33588651
(3353%)  (6.99%)
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(6.41%)
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28
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(2.33%)
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(5.79%)

¥

HE

5149438
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106533249
(5.22%)
77749176
(7.13%)
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(4.65%)
D ¥ 1
7477871
(3.66%)
109578444
(5.22%)
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(6.81%)
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(3.14%)
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(4.36%)
D ¥ 1
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TR TR
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R F
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R F
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1 2008 £2 2007 FF b £ (5 & 1 Gldni) 2 & 2009 £ 2008 FF v 5]
Z(A &L B4R 0 & * H F]5 % 8 fios 15 (one-way ANOVA) » B g 2 2

e

*‘E‘%

MERE -4 17 % 2008-2007 ¢

F_k

AR LETE S
2009-2008 = & Fifl > & PR FIM G L R GHE T LR FA (S
k% o LR A P 2 p-value ¥ IR % 3 E_2008-2007 £t 2_2009-2008 >

GRFE KR 0= 5% T R FINE G LB H AL PSR FLE .

AEVEES SN CE S BN LT E T

SS df MS F Prob > F

SSB(2008-2007) 0.000442594 4 0.000110648  0.13 0.9680
SSB(2009-2008) 0.002065554 4 0.002916653  0.18 0.9481
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EOaPRFIVE b LR £ - A% 48 paired ttest & ¥ 2007 £ 2008 4

%2008 27 2009 FenFARE LT LG HFLE -

Ho @ 4R FAREANFLE

2 18 % % £ Fia v 2 T A M B (2007-2008) ~ & s 2 F AR
¥ (2008-2009) 7 Rt H o 7 A FRIPF L b5 4E paired ttest A 4T B &k o
d >t H# p-value & 5 09625 Flpt & 95% L if R 2 T 0 Egkisvha {5t T

FIFEGOPLFAMRL AL AEYLE o

Z 18 L F It p £ B 2 paired ttest T &

Obs Mean Std.Err Pr(|T|>|t))
2007 30 0.115602 0.0210682
2008 30 0.1158348 0.0204271
2009 30 0.1242417 0.0228163
Diff(2007,2008) 30 -0.0002328 0.0049074 0.9625
Diff(2008,2009) 30 -0.0084069 0.0092836 0.3726
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T A B % A
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of Business and Distribution System) ; (3)i7#p # 33k ik (Current Position
within the Market) ; (4)iT # & %8 & B 3 i (Current Position within the
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