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Using Threshold Regression to Estimate Risk and Capital in
Life Insurance Market

Hsiao-Ping Tsen and Chau-Jung Kuo
Department of Finance and Banking, Kun Shan University of Technology
And
Department of Finance, National Sun Yat-sen University

Abstract

This study investigates the relationship between life insurance company’s capital
ratio and risk for 1993 to 2002. The used methodology is panel data threshold
regression. We used' life insurance and annuity insurance premiums to total premiums
ratio ; to divide into two regimes. One is life insurance company of indemnification,
the other is life insurance company of savings. We identify the negative correlation
between capital ratio and risk of life insurance company of indemnification and the
positive correlation between capital ratio and risk of life insurance company of
savings.

Keywords: Panel Data Threshold Model, Risk, Capital Ratio
JEL: C23, G22

2

S i = BRSSP
The 5th Annual Conference of Talwgn 's Ego omic Empirics



1 Fﬁﬁrﬁ

IR Y D U SRR PP SR
RS 1969 F A N i RV EIIE D9 o = 4k SR SR v Y
IS o RIS B rm o e - |1 EO 0T > R T i ALY
CARE SIS JINEE gl 2] 2l e A i Al b El?fﬁ% i P 2 il
T ff{ I'?JFJfJEU [’ﬁ Ao (TR TR AV N B AN R TR BRI KN
SRR S ORYE - R SRR T 19 - AT 1007 F IR IR % g
T 5 R (A 2 IR IR <SS R R LIRS
R A R e 2 TR D S T T i
@%ﬁm@@ﬁ%ﬁﬁo%ﬁwmwaﬁmﬁ%’H¢@%ﬂ@@ﬂww%§ﬁ
Gt o F ZURL R T SRR (S BRI £ Rl A 3] Ermpiiony ik
et g o F T i | IR o F SIS (W B AS R R R E U F e e AT
o PESERHIPVRH T o Bl 3 5 (2003 )7 P 20 Ehg e fan R Y A AR B
faw s i%l’“éﬁ’]éjiajﬁfflﬁ% > PIFFFOEs 25 oy DR ¥ i i 1 ff R SR S 3
ElfJE.%‘fE‘ﬁ‘[J@ » BT e BLAEE Y 4 %’Eﬁjﬂ@ﬁ: VSERRIFA 3550 T 3 P e 2 il
IR i e 2 il o S A1 S Joo T o () Ambrose and Carroll(1994) ~
Cummins et al.(1995)’g7¥F.H2E1“Ba%§U??‘§}’ %’Eﬁjﬂ@%ﬁ?w&@ﬁ Fil R Al T o po
EE*JE[JFJ‘:*J I e 0y =" Harrington and Danzon(1994) = Cummins and Sommer(1996)
W?ﬁé[ Tk e P B Y A ERVAR R N BRSPS T Y i b il IS CEAE =
FEE R o 7 IRE S O e LR Y A %’Eﬁ‘ﬂ@(Risk-Based Capitar, RBC) »
(P4 8 R e ] 1 1993 £ = 2002 4 » 735 = BRI o E AT
[ 554 » ) A ST 100 RBC PR - ¢ iR & 0 A ]
R E f‘e%fﬁiﬁﬁgﬁﬁﬂﬁ%ﬁﬁfﬁ RBC ﬁjﬂ A *ﬁfﬁeygwfgb A= R=RITE ¢
B R Y ORI € RO H

E3ES #Eiﬁfﬁﬂlﬁ%%gﬁt%?@ﬁﬁﬁfw B *ﬁﬁﬁt'iéﬁﬂlﬁ%ﬁﬁﬁgﬂﬁ [
e s I‘[FIJF— 7 - Shrieves and Dahl(1992) ]| 5& ZFl &5 ;’;V XA PR i [ T
AERH 7 - Cummiins and Sommer(1996)“ ffcl % e 2 Filfivey A Efe iy ply - 1 et i
FEN I - Guo and Winter(1997)f J}{ﬁ’ B etk o3 o T FECR R b0 TR o) ﬁ’ﬂéﬁi et e
s Hey g E““Eﬁ*“iﬂi#@ﬁ,ﬁ ° jg',}lﬁ’ f‘ﬂ[ﬁ%frﬁﬁa 73 ET'LE.'JCF—T‘ i B o [ i Mt
B o RS AR S O (R SRR Y 4 (Kim and
Sentomero(1998)) © ¥ K4 = *Fi‘%'lﬂ SIRGE o PSR b RS gL 2 e (RS
3O (G PO RS A o B YA [ RE IR AT LT O (e
ﬁ? F I [ZpVEY 4 P (Berger, Herring and Szego(1995) - Aggarwal and Jacques(ZO(gl)
prel SR ST E R B f{ [Fil B ST ey 4 P e [ R et i o fF)
Jacques and Nigro(1997)#% 3! 7 | RBC ﬁﬂ o BUTH I L
(R A e o ) = Rime(2001)* §1i1 4 5L 3 2 O ﬂj;m :
ST & ORI R - 19 - I B TRV A - (R
A s =Sy B@%ﬁ%ﬁﬂ%ﬁfﬂ\ﬁﬂg ﬁ’rﬁﬁfl}[mﬁj%l’h? ° §q0H(2003) Al 1t RBC
et (SIS B IR » TR et o D R 7 - © SR RBC
Pk R IR 1 HRY A PSRRI B R - PR > [
EFR P TR R | RER Y S0 RN E R [y Tl )
B deramrey A P o 5% [ i > iR LB ﬁﬁ?lj[l%{l’%\'ﬁ:ﬁ”}iﬁ DA A s
U - BT (002 R X MR K 7 A IR 4
RBC L=y 135 0 5 W7 BTN s @ iy =+ iy RBC Pk [

3

CURIRE S I P s T e fﬂ
The 5th Annual Conference of Taiwgn's Ego omic Empirics



SRR AILRL TS TR AR » [ (S0 e - [ FTlﬁa“(ZOOB)'F}HéE?FJ
RBC LSRR BHRIEK 3 LA I T » 2 L
BT R il
e B e@ﬁ‘lﬂaai it SR U - T
) Bl 2 TR 54 1 R B Y e
é?ﬂif‘i%l,wl“h‘ ’ F*' Maai PR A UV R T ﬁe'[%%ﬁeﬁjﬁ%
FOEHTI(TSLS) » [ % 71 18" Panel Data [IIEHSHHAE] - | o
a.queeﬁwa e B EHRL e ﬁfﬁew;w
.2 il 75 %@,mﬁ I U L 0 S i 53 P
}EWF“]EHEF'EFIJF 7 F~Er,¢?1/€'? 5 e AL
iﬂ’%*ﬂ‘“#é‘f R 5 5T ef']Jemw'Jmee\fw . 5y
[’“‘WE‘IJ"fmefm;ﬁf’?bfﬁ#w”jefré{‘“‘[ﬁjﬁmaﬁiﬁﬂ SRR (R
UG % -

2 e

el 2 ISP P R RIS ST (g,
Merton(1977) ~ Doherty and Garven(1986) - Cummins(1988) - Cummins and
Sommer(1996)) o Fid L /HF?JEWI: f:', CHTREE S L D (o fﬁ?iiﬁﬂ% t

g )b 7 L IR L A EIHT A=DE o [0y S 1 f R I

mp Jﬁﬁr@ﬁ@ (diffusion process) :
dA
N =u,dt+o0,dZ,

dFD:,uDdt+0'DdZD 1)

A HNAZ,0Z o= pdt > <, Mpp BLE IR YR IE?FUEH J_Eﬁ“?‘/w}
( instantaneous expected growth rate) - o, baD BhEfa fi ey =g [[Eﬁ FIYEft]
P F”Fﬂ{’ﬁﬁ TR RV > dZ, MdZ 1T Weiner process -
= E e 2 JEJ%‘F‘ S [ S | I T I

min[ IB] D, — max D ~A 0] F[IAibDltb%K f |75 TUHFE‘EJJ‘EILJQ@@ “
[ EJ I A R I S I (R
L(A, D,r; r,o)=De " —P(AD,z;r,c)=De" - p(xLzr, 0')? (2)
i rel0l] ~ rRE WG - o ZRIpYE R > iy P(AD,7;r,0) b £, T
?f}?ﬁ " PR 2 Rl 'JFIJF?IE > EUER | A D = ﬁ[ﬁlﬁﬁ‘j 3=T
=Hl' "\»r | vk i AF"TﬁJZE Y-~ ﬁrﬁ Tl p(xLr;r o) KL E L B
b Rl E 'l?ﬁ“} (=A/D) F*ﬁ?ﬂ”ﬂﬁ"@ Frr2 =0 # > Dp(xL7;r,0) K
s ﬂﬁﬁﬂzelﬁ'ﬂ» JopEs g i E L [EERY Black-Scholes R EyARE - (A
?%a Black-Scholes f81%] » ' ¢ I[Eﬁ F}@ﬁf“ﬁaafﬂf 425‘“%?'%[’%?@ TS E [’E‘“ﬁi

E*I‘M@IE?IE y@w F%ll > e e R iﬁf‘?‘rﬁlfﬁ Fli F* AT

ﬂJEMelﬁlﬂ JE‘T‘ E I R PR o [N FI[??F}?W' mt e &
(= E / VI ST RTRE G~ B0 BRI R PR e T e
Cummins and Sommer(1996)— 3=

4

ST = R Y
The 5th Annual Conference of Talwgn sﬁor&mlc Empirics



i 2 AR T R o R .wbaﬁ;F[[ﬁwaq”F a;rf@ﬁ g/%gg
A T £ - P i
A9 & R o SR [ Y B

ASRA, = ASRA? + ¢, ©)
ZUHT o ASRA, BLEY i F R 2 il 1 W= t PR TR R
ASRA, H -1 HE L P ?ﬁ‘%ﬁ‘é‘“tﬂ“ﬁ@@g{f’
t-1 W= t Y3 figﬁmf Ve e o

1’[4&[41%1”@]3»@@, TS ‘*“Ff“l‘EHFU R BT E ST e

ASRA, = a|SRA; —SRA, |+ &, 4)
U SRA, RS il IO VRRTE I
el TR RS FYRCIO 551 9 IR 4y

SRAit =a Xit +U;, 5)
A1 a SO X, S0 AR - U, SRR - AR ) AR
(4)fl 1> EABLE[RA LT,

SRA, =ca X, +(1—a)SRA, , +7, (6)
Hilyy = o+, LR~ AR TGS -

3 WY
3.

r’ﬁi% "~ R 2 R e PRI e FU?]%I’ Y lﬂ%@wﬁﬂ H’
HIE| /}i@@ﬁ éﬁ,?%:rﬁaa, il e e I*’FE‘EI%WE’\L I ( Cummlns and
Sommer(1996), Guo and Winter(1997), Bﬁbﬁ'ﬁﬁ?’&ﬂU(ZOOZ) ¥91E(2003), [
A7 (2002), ¢ [F,'ﬁ“(2003)) bfl”i&[ﬁ&'wﬁ& N l/#lj ERE BRI I Gl

=

%Lﬁ :
==
SRA, = B, + BLNSIZE, + B,CAP, + B,ASSETGW, + 5,ROA, @)
+ BsBOND;, +e,
=1..Nit=1..T
(NFSHIfo it (AT ET t WIBT 0 R Fl o N SRR S Rl T SBiee

B (k=0,..5) i l’[;f Vg e f?ﬁ‘@*‘g » SRA B zfa 2 |V Ay el fa
f

LNSIZE 532 E’E? *p T ALY [ IR . ASSETGW Hh g 7 il ey w5 =
ROA bz [ - 7l evd FP'=F ; CAP £ieY £ F ; BOND £ ° ,’gﬁﬂjg« o

I'Z“?%‘Zl'ﬁ\'ﬁaaiikﬁf 13 fRpvAE > & Epipllaa gk oT Ay & e [%ur i~

5

ST = R Y
The 5th Annual Conference of Talwgn sﬁor&mlc Empirics



Rl = 2 [l = “‘ZiFI ELP S S b = 2 (e fp T E TFJ%EFEW%?’F}?@
=HoE e s PH’%T\ gt - TFH'\} f Jﬂgﬁﬂﬁ@ﬂﬂﬁ@: > e Y RS <K1FI'FHJ
FIFER T e 2 2 %‘F‘ﬁ (T SR B I - [y PR B 5 2 i Y AR
fif EL[AIEE » E TFHR} PR RS pAE %lﬁ;ﬁ A ’WIJE' s R [ ZE
TR bbb el 2+ il 3 = ﬁlﬁﬁrﬁﬁ P e o B e 2t LA RS Tﬂ[ﬂf il
ﬂ%’gﬁﬁm\ [fil > TR EpEAA YR i A E B ][] 5 R YR i Q%’ﬁ““ﬁ'j\
[Fil > ] e = ) = T Sl P R fR-fIE o BT EL fﬁﬂ’?‘fﬂmﬁﬂﬂ, fild EWN“
3“*””’77\— e =5 P A1 T Efba A e Hik*é'ﬁll’“ SR
’é HS” VP R e flJEﬁEN’?‘f[rjfﬁjl%:l?lijMw? FJEf*r][FijﬂéiFﬁf{J%ff@
Sl BB EE S R %’7[4"'— E?[ T Ifil > J?FF’?EW%EIUH%JEF{Z'IEF'J“J“E a0
[Fil > Bl 25 {703k e et o3 e W'Eﬁ*lﬁﬁf?%[ﬂ ’ l“‘ﬁﬂ’"ﬁ‘ I R
e 55 Fcbaa fIJE VRS EY RIS - [ EE“EJZ# \ 'ij Il PUREETEIRE ™ - Flaw fild ey
A P R e R B P Fu%ﬁ;[z Rl 2| Hansen(1999)Fritii
“fefi Panel Data IS5 5] 4 f£1-(7)=" ’i’a J= PR Rl 2~ il 2~ g o)
’?‘fﬁxj (gt 350 - 0 pf 1= A B fef If"‘}“ Bl 2 pil 5 b= 2 i PRt B e 2

o [N ¥R BT Panel Data - FFSF}HU)T T L[a“.li}*sr%\lpﬂ’r; Tk [T ERL(8)

:k.

SRA, = ut; + B X, +8 (8)

U X ERRYA Rl Y A YR pe R | ERRRRR TS A o M AR it e
CIN IS5 E%,Trjpja‘jt WLl 1 B ER A RS SR B2 T AY A =7
V- R e, -
P @) ST
if o <24 (] ERETSEE )
SRA, = +ﬂl'Xit + € 9)
ifg, >4 (r |E§:"“J pAIPEIE SHENE
SRA, = st + 5, X +8 (10)
Eat LI M F@F'H‘%ﬁ%\'f : *%‘—zl'ﬁiﬁe%fﬁiiiiw'f‘ B R A S AR

IR s AR FAf

B (9)" W (L0)=" i AR H 75 F - ['[ﬁ‘r%? FIFVEIZS 35 g o 2 BB (9)
AP0 L T fhE kS ATV TR B B (deviation
from group mean) & > F|*'] OLS 1%+ [’F‘[;S,’r > JIF HE- I'F‘[?%’rl'fil o Fr[’s%ri/ i85

6

CISAES e i
The 5th Annual Conference of Talwgn sﬁor&mlc Empirics



(9)=4 1 (L0) =¥ s Py b (11) 7 1 (12)7¢

ifa, <4 SRA = AX; +e; (11)

itq,>2  SRA, = BiX; +e] (12
ST

SRA; = 181 (X (g, < )+ 182 (X 1 (ay, > )+ ei: (13)

ZUHITI(o) LA AR R E}qt<ﬂ/ Il =100 Bl =00 G » 4
H—IFLFJFI,TEIV@&EIWE ’ fﬂ Eﬂj‘ [t AR IS ()

TP 5

A= argmin S(4) (14)

~2 1 A*C' 3*C _
o _n(T—l)e e = (I' 0 (/1) (15)

AR AN I A EF AIERRL S 5 F A - H A EET -

Ho : /31 = 182
’IJ So B (8)=4 I'ﬁ?rfl’?fﬁﬁf A ';Eﬁj A BN PR
F, =(SO_A—§’(/1)) (14)
o
PR B - ([ A b AR ER B o (B P R Y IE;\\\iiEiﬁgID > Bl

Hansen(1999) & " | Bootstrapping 3% lp‘ﬁr“' FeEAeT Ho FVIskfE] « % - dd
AT A o T SRR

H(): A= 10
I E A, o,

S(2)-S(4)

LR, (1) = ) (11)
o

LRy [filft? lﬂfﬁf‘ﬁ 253 > {F Hansen(1999)R{H +— [ty = ¢ » ' 5hErE!

7

B 2 R
Wgn 's Ego

The 5th Annual Conference of Tai rﬁ)mlc Empirics



AR ISR - £ 2 2 B LR, (o) < c(a) T » 1 P e iagtvk 20, 1 -
PF o PP P B 2 il T S RASAEREIE © )T
7 [H :):FJFJ\:‘_R » = f'J VREEY R ey A P R [t & A F[J%YEA[TT °

3.2 ?@E‘@F‘E
PR fi¥7] WRABYE T 3 -
1) HJHH; fil7 %:E?’F‘ﬁﬁ(SRA)
(425 B W LRSS Y AT A1 » S 2 I B 53 9

ZfFT s “EIJ A,E‘$§:F ENI N 3E] N H} Tt I ko B P e o DR R
R ¢ﬂf AVFIR IFeles 2 g = Sy P e pog s 1 ikl el 2 il
REPVER I L R 7 e FI(2008) - 7 1(2008) - B
:(2003) ~ g[ﬁf";ﬁfﬂ(ZOOZ)) P E¥§F$Bp"} p J;{E’T“‘ﬂ £

Yk P = a@ F“%E'

(2) &vik %Jﬁ(LNSEE)

Feelia 2 ey SASLRLA ] e 2 AR Y = R 2V F OISR B R
W%%?J%ﬁﬁ*ﬁ’*M“ﬂ&E?FM$HPWV%ﬁ’W%§§?
Fﬁ,gm@b }QE¥E|LJ?EIﬁ 2| R HE }ﬁﬁIJJIE—FﬁCW[Eﬁ%J\ Bl ’g[

iﬁg;%{gil ijgq;gpﬁr"[ﬁgag I’]jw? SR %J@ﬁ{péjf » H
ﬂ J IR e 2 TR »nﬁraifgrﬁ[ﬂw ; 'ﬁ‘\tfbfggpj i “FJFUE}EWJ i

[ > T phat 2 ﬁgﬁ“ﬁ ﬁiﬂ% IR > FESE R | R o 1] )
%§H¢~F@ A e SR T
ENEREN R e T C o ] E%Eﬁg%lﬁl&':;ﬁﬁaa, }IJ%\*WF b f= ™ [l 7 -
(A REEEL 1R -

3) =4 F=+(CAP)

FARBYCRLFA P R 2 Rl S 2 MR R R AR o BTl O Rl
iy SNy SIS = N j%ﬁ[gﬁﬁ%%b¢ﬁw§§ VAL T O Ry H\?B
FN§%%%W§¢E$?@%HErW%’@ﬁ w&rﬂ®1¢ =
Vg o P FE YA PR P i JLJ’D[F R 7 e ((Jacques and ngro (1997) - ﬁ/
i (2003)) - v T e 2 fl AR I R L] E;%"WJEE[E/HJH@
“ﬂ#%va¢$ﬂﬂﬁ’#M%%%@ﬁHW@ o It Rl RS

S RN ébi{ﬂﬁ[%Lm{ s F“ﬁiWﬁﬁwﬁhf
)5— L R Rl 2 R AT = s DR 2 il
E‘ﬁ%%*&% ’?M {oE L R R f*}*f%\*ﬁff T [T = YA e
WSpuE e ] EREE I P

(4) 7¥7% 15 5 4 (ASSETGW)

2 ¢(@) = —2In(l-V1-a) -
8

ST = R Y
The 5th Annual Conference of Talwgn sﬁor&mlc Empirics



“;ﬁﬂaéﬁw“Kﬁ%mahf‘ JATERRE  MEGIRL 146 RV
CRIFHETERE AR R ﬁﬁjaﬂﬂ BRI P - R

P S 9 ﬂwﬁ4 @WWV&Q@W§°W%MF
FlJE*‘@E 5&}'1%?3} F[ RES P> %E[ﬁa 2 flJ;[/E«f’:% _F?(’FI[;?U
FIEfeysst J JfErE JE[ H'E I EJ T tg%[gag ALV 2R ¢ 9
?}\_,ﬂpl;rliaa Fil & SR ff‘:[jFJ_‘PPJ{:FJ - BRI IE P e
FoerEEH ] '/}’s"z“ﬁmm[fa”  (HERY S HEH 2 F#Epﬂr" G - ik
VYR RS R AR “TF“I;HE‘EL*TE'FTH qﬁ_:@ HFI =T il BER: %,
i R R -

(5) ¥k P+ (ROA)
¢¢w“ﬁéﬁw$¢@@%&>rwﬁmrwo%ﬂpw%ww
I H RS PR AR ﬂﬁﬁﬁﬁiﬁmmﬁﬁ SR
&W%EFP’Wﬁ%, &ﬁﬁFHTﬁﬁi BRI < -
SIS 8 © B B« ) Hufwwaw@%
P E AT« RURRLAY | HFI R e

(6) * ffi¥]/=(BOND)

[RFeas 2 b o s A +T15”|5\«F1‘fﬁ* ”W*ﬁ 1 19’?9 S FYRY,
2 Al BRI Fﬁ?‘ﬁfﬁaﬁh il '/E'ﬂ‘w%l ? AL
DE {sg.g:e RS I (BT - B S @Ewﬁm : %J}T

ﬁi#wW‘THwHW’TM@W ﬂﬁﬁ97’ﬁfﬁﬁ
ﬁ?*L4M§WX-W@% E“u AR il IR g - ]
rf’j Fufﬁ}dgﬁgi o Firl') }ﬁaﬁ"jﬁua FJEJW %‘ﬁﬁﬁlg,ﬁ%df
EWW@WWM@mHEOWtﬁ%FW}ﬁ@%a’4@“ﬂwaﬁﬁw
’*”Iw%ﬁ@ﬁ[ﬁnr~’ﬁw¢¢ﬂPJ?%hﬁﬁ,m@ﬂﬁiwf
Flls S0 2 RS By -

3.3 TrR[siPT

T FF B TSRS R AT R AOTRR e S e A Y -[/;[:j?i
7 R 1993 =+ = 2002 & > £ Hl[ayl%' ~ 2 2001 F 1 2002 URRR A F S F
k= b lizﬁ?‘m zERIE R 1993 F iy pug e Tl ﬁ‘?}{ﬁj’ —~;>é‘\
a2~ il 7 I F VA T rﬂ@@mmﬁfj GRS kﬁs_é-ﬁ EE‘ H—{JE\
2000?F [ o 2R S 207 1008 @&?Iﬁyﬂ\a&%%k; 2000 # [ 3 -
7 20 1¢“4%f7iﬂ—y—w7blf§srk T B R 5
ﬁofﬁ%dxﬁfﬂﬁg—i¢t &[ﬁ&lZBé‘\H_"Af—rljso

* 1 VAT I/_/'}JEEIH‘*IZA «—lfgﬁz rljﬁ‘\lg' ERG *\FJ LFIT‘FI N \l:[Jth/

’ “'Jﬁ[ﬂ'lpm-[' F[ " %Fj&?*%@“ﬁ“) Ei&"'f“ RN IR O
5” BN S R TR R R R e ;,J(Igwﬁg) VR
]&@m,[ i %'@LH@‘?\@“'*# BH PR BRI ROWF R IR
e L IR
ﬁ“‘a 1 = %5 f[

9

ST = R Y
The 5th Annual Conference of Talwgn sﬁor&mlc Empirics



%‘ . H—:—BBE,' f[ F[ E‘TV “T&E—‘f‘ﬁj

Ty RERr BN B

Edi ey

A gy P 0.0948 0.1042 0.4247 0.0018
SIS 22.8104 2.2712 27.8830 17.74561
L 0.34343  0.70946 9.52258 -0.01644
EATE AR S 0.44491  1.10495 13.77935 -0.89668
Y PP -0.08243  0.17055 0.19415 -0.98977
%E\;ié IR 078007 0.16217 1.00000 0.00000
(R IF B B0 B e~

A g L g 0.11493 0.11124 0.42474 0.00305
SR 2237183  2.09603 27.08958 17.74561
CAE e 0.38824  0.89906 9.52258 -0.01644
B SR 0.48496  1.27019 13.77935 -0.89668
e P -0.08370  0.16586 0.19415 -0.98977
{;F;K; iﬁ IR esses 016518 079716 0.00000

(FTFd haF RN

RV I 0.07097  0.08997 0.38343 0.00184
RS 23.33258  2.36940 27.88297 18.71956
g Pk 0.29008  0.37319 1.44786 0.02348
Y& Y=ok 0.39722  0.87206 8.62626 -0.34386
AR E IR -0.08092  0.17675 0.03143 -0.95217
;[I;f; TEMRBTNT Gee000 004489 1.00000 0.79846

FrR[ TR 0 1993 F ~2002 F F 6 TR EF o

%J@E}T'”‘foﬂﬁ“fﬁ o Ik ['FIJ A
ST

I fﬁ'lﬂfﬂirlqhﬁﬂe SISt U S
07097 1k i P s B el =~ e e e

b /T TS (0.11493 ) o HIABEIAHA,

BT h = I SRR d/’lﬁjt
The 5th Annual Conference of Talwgn 's Ego omic Empirics



e “IT} GBI 2 RO A L AR R IR T £ 1
LT > Pl LB i e iiﬁ°*£”‘%wﬁw?;*w[EWpﬁ%Wmm&@ ]
WM«HVF“W%jH@*V“%mM”WﬁﬁW%V*%ﬂlﬁ’?%ﬁ*

?:{]#rn* @ _ZPI-SHE‘ [ﬁﬁeﬂijﬂ 1L pﬂj o fJ z fl tﬁﬁ}ijJ\ ° 'i‘llg}:’f Iy[ﬁ&ln*
ﬁmﬂ ST F“/?“EﬁﬂFb[@' kﬂimii%flﬁxﬁw@ﬂvﬁf’ e im?ﬂ' I 5
’F F (RS S e 2 | G A > B JHJ‘ e l”j'f}l
ﬂ*’?ﬁlﬂﬁwﬂﬁl¢l Hﬂﬂﬁ?MJ$ﬂqiﬁi’ ﬁEW%ﬁﬁﬂwf
7% P e S LT biﬁﬁ ] ELAR R T o
= 1989 ?FF'EJWiE e i 1002 5 o I ] i W
ﬁF”Hﬁ@“EMN%@ ”HFW%W’H%% #hWW$ Wﬁ@°@iﬁé“1#
PO LS R L A s "fﬁ*ﬁlgﬁﬁ)\'oﬁg}’
i“ﬂ*‘ﬁ‘ Efﬁ' : l"]fFJl'%f Bl 2 pl ey Bk £ (29%) J‘JE”['?’JF WEIF'J;
P 2 il oy A Pt +dlE(38 820%) » F ' AIEE Bl R ba 2 flHO%L fA ﬁftt
& FRER R IR ] o AR R RIORY A P [i AT SRS *bpl ’ 'ﬂ
m#thV‘LVﬁé%ngthMW%*#f | 2 B b 2 Elpo
39n%°@7 ﬁuj [P R Bl 2~ T () e 2 ‘%ﬁiﬁﬁﬁ f“+ﬂ
Eﬁ? @FF“+M«fJﬁ:g%mﬂé%ﬁ@@twwﬁ,,ra; 5 2 il
B T’dﬁﬂﬂ BE: 'fiﬁF?FJﬁ’g‘tv wgw PR RIS [ A P R
E$H§¢”ﬁ‘7 f Ry e 2 Rl P TR @WJ%W%i Lz
LA £ 41 i w&a'»usrwmw g }W‘Mdﬂf‘ Vi
el E A 2 ‘ﬁ%‘,m%ﬁh SH IZ Ji fill V2 ISR 75% > & /i B 100% % 0%
LR ﬂﬁ%%qﬁ‘ﬂﬁﬁ%%b@fM$n [ E 2 TR T R
fa s 75 - £, I i [ﬂ IME'FJH% @ 2 il el e B b 2l FJQ:D[’EJ”:[JI%:@[;{‘J
WM«}H FrE Fa%%ﬁﬁéﬁW%ivwﬁﬂ“‘H%f%ZN@DH&%@WT
e TN %5%@?@*0

lJ.

4 YR

FUACE £ 1993 & = 2002 &V 23 e 2l o EUACE BIRER LA A I E]

ﬂ“ﬁﬁﬁfV%mth°¢¢Fﬁﬁﬁﬁﬁ%%¢UﬁJwﬂﬁﬁﬁﬁiaﬁﬁ?
AP NI A3 V5 VRIGTGET: 1SRRI (i 2 il 1337
T ﬁﬁ*iki$btw%@@ﬁ ﬁﬁ%%°fﬁﬂ%ﬁwﬁ\ﬁ?% A N g 2~ 2

3 WH 4 .

Fi BLJEIFEF.*I‘A Al (GLR 4) 0 Bﬁzﬁifﬁaﬁvﬁfﬁ fﬁﬁ'f?\ oy P
3*’@?5 B 2 Al ‘F’fﬁ”ﬁ i B 8 5% FIORER 0 Oy 2 I o =
wﬁ pr R T SN R u—frﬁ'rfw : ]M%@ ST
=g fJ VR ]],ﬁr‘g&ﬁi \F RS I——} U= JI;FEITJ ) IE [m%ﬁﬁg [H Hi o %y
¢“3@@ﬁ’+%?ﬁ%“ﬁﬁ}"@#%@WW@@ TR A
B RS EARLE F| i3 4 534 <

Ry “j&ﬂ%ﬁﬂi“k”1fﬁﬁ$§WW‘F“f7%%?WT“F5$Jt LA
B = Pl o K6 i U I 2 il 2 T i e R 2 L
ke 2 0 AT ES 07972 =1 7% 1006fVEHF, JW‘*T , ;'"EJFHI@YE,J i FJSF

A

11

ST = R Y
The 5th Annual Conference of Talwgn sﬁor&mlc Empirics



F A LR Test Bootstrap P-value

0.7972 25.04 0.097"

S 1 10%,5%,1%F ,#ﬂﬁﬁ& fii|E% 24.89,29.01,39.44 -

# 3. 1F e 2l o) KT

FHEIRIEE 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002

0 (BT [
!Jg&;ﬁ?;{ 0 14 1 14 12 1 15 14 12 12
For Pl -

== IFFI

WEfs 3 9 12 9 1w 12 8 9 1 1
=R il

ORI T AR -

OB BT S o TRIR A W E IR A FH s e
BOTeT2 H o RN EAHfIEGE R [rJrrJl%?m BT e

ll'll -

4

=X rr : Ijé\];ﬁ,aﬂnjh & **F 01993 F = 2002 ,F,f Ha, fl ?EN“’D% 3 Hr
ﬁ'l%ﬂlp YA 1993 F = +[§557 Bl i }{fﬂ r TYEFOGEL S o R

ﬂbﬁﬂwdl?{@’ i fﬁfﬁ@iﬂ wu[ L IR AR - [ 1999 R
F"gﬁm Ve ~ RN [ (A ?Fﬂﬁ > T lﬂ J?ﬁﬁa%ﬁ S
i ’Hlﬂi | LR BTy > BT AT e R e 2 il (B T S

'Jxﬁﬁxﬁﬂﬂ Vi “}J AIERE YR M RYA RN U1 4 B jﬂ“d“”i‘ﬁ L
R AR '/I,TEIWE’E 1-0.0267 > BEFF R ET 5 (i IE?EJ Blba 2 Rl
"EJ £, 0.0016 ,T‘ET%,E‘ o UHIT fi PR > o T I ZJ;E?*JEJ%IE SR E
il |/$m<‘varn]3w4fz§5p G~ 5 ,J@@ﬁ SR ﬁ[g,gajyﬁn & o fpl BT 55505
e 2 il - ﬂl?:tirfﬂ? '/?FHLEF%%EJL’ ]I ﬁlrh gl » 7 RIR Y
Al plg A P EER ZAVEE Ff‘l‘ee °
ri s FH} IR QFJM&'FJ FoaE 2 '/I,TEIWEE 5-0.1397 » B VT S I’H[ﬂj
[T],F_ =/ 7? IV (e ES 0.1291 » ¢I%", iE Tt el [tj [%B_Eijfrj—ﬁi,.lzlgﬂ w FJFIJEY
}? ! ’,’«f VRS EY R ey W[ﬁf%ﬁeu[ﬁﬁfblﬁﬁﬁaulﬁff VTEJ%@\HIT 2
Fllﬁ[ 'xféifﬁ RIS LRt er DRV YE S 5D Bl ey h gy
EI'J ’ “}H»Bﬁ PV A E B o iy j[le%jﬂlfrJH‘EH Sl HAERE +5@H R F &
GRS Fgw«@a’ (1 B
el aﬁ‘%?ﬁim BEARRR % » 0 d Bl H RO R R T -
VA REAE A PO R AT Al i e R VI@WE’“‘ 0.0095 - %E%Hf
r}[ﬂj o Gl T ﬂ It f Ehﬂgt 5-0.0024 > PEFE ELET o LI A (R E R
e E*}T'%Z«i* Qi 2 alEER ﬁrﬁ%}* Fﬁ?*’@ﬂéﬁ”ﬁ*‘%ﬁi ’ f@fﬂ Mﬁjﬂ?ﬁﬁ
2l B E-O0. 3061 - «\E'%t x lﬂ[mm?,frJM il R ey 0.1585 > £
ﬁwﬁwﬁﬂa‘ BN DRI %’“#ﬁr‘

\_—fi

» ﬁk—-.- El

ik

12

ST = R Y
The 5th Annual Conference of Talwgn sﬁor&mlc Empirics



Rl GHRESR ERERERSE REREERS

LNSIZE -0.0157 -0.0267 0.0016

(-2.466)"" (-3.868)"" (1.386)"

CAP -0.0101 -0.1397 0.1291
(-1.183) (-4.285)"" (4.138)""

ASSETGW 0.0079 0.0095 -0.0024

(1.782)" (2.486)" (-0.403)

ROA -0.1699 -0.3016 0.1585
(-4.481)"" (-4.457)"" (-1.888)"

BOND -4.2607 -0.6984 -5.5753
(-2.109)" (-0.4793) (-1.755)"

AP LR R R & o FUBgrE] LNSIZE Hﬁ@fzﬁffg CAP FLavA Fgk -
ASSETGW iy #y = ~ ROA Rhevd "= ~ BOND £i- & ]2 flfi F[ % - %Hfﬁ
PP VB B CREHRL 5 % v ek L R TR 10% ~ 5% - 1%{%7&/*

L o PRSI jjl%\?i'”'llsf“ it %~ i "/‘Vﬁ"‘['fﬁjf%ﬁft” F"ﬂ}p HLH G
ISR £ 5 PR 50 % WP SIS s
B -

B P 5 I %@*H;g ww’ﬁﬁ$ﬂ5@@4ﬂ
i 22 il R 5-0.6084 P BEE KT ET I’FJ iR R N g(@ £
"5.5753 » K FL £ < SE RIS FIRY (7 Eﬂ;ﬁl’f £ iﬂfﬂ} WIS Fald 2 RS
PR o If_lltﬂf AT Jﬁm ﬂT YA o PR R er?lﬂl I~ e g S
fﬁ%ﬁ”#ﬂtﬁ@ﬁr tlﬂ}:g’w@’mgmj ﬂt}w FJIJéH@ F[Jﬂ}ﬁﬁ@ﬂ J » B B
f[fﬂlﬁ‘fg& ’i\_f "Af[ﬂt VAN R 2T F?}ﬂ%ﬁl]%‘“ﬂuaﬁ‘ﬁﬁf}—‘\ |'| = RL _E"IFIJ% N

IR ) - R Bl %J&%:“F’ TN I N PRAV i

Adi i
T
P P AT SRR e Y ) SRR P A P 'Ef c Wf‘%@ Pty
ﬁ[r‘%ﬂ/F MEIRE S R L A “Fu o A L«f’{:;ﬂ»ﬁﬂa f mTHBHEﬁT [ fJ 5
Eﬂgr q@ s AR > B 'EJIH“HiE“‘E”ﬂlEi F'fi %’7 FEM%MHH‘HNFWWKD ‘H

}Hmlﬁae fJE%a;J t»?ﬁiﬁﬁ%ﬁv *WF“I?M:T# A PRSI o v S  fhlTe
It B ?J‘ ]’;‘ﬁﬁ =t iRt e 3 i R
B T 7 00453 508 0 ARGl 2 S EROMIE ) * Rl
I%'f,lww BRI jyﬁpgljé\lg@ , Nﬁ PSS (B s SR i P £ B P 527
H[ T R T (U T FFE M= ![{é\«?ﬁﬁ“ RAEPTIE R e il

PRI E AT ”?[J”%}Fﬁ[ﬁ&‘ Jgﬁﬁ ﬂJH CIIARY 53 £ F[M] Panel Data [
iﬁﬁﬂﬁ1%3@ ZWZ@JWﬁfﬂEwW%ﬁWVAHW R e
fil - EI L | e (S P 305 R = P 2l s bl t‘a[ﬁ[pjmf,ferf‘w 2

il A R RIS e T -

13

BT R = I SRS RS f
The 5th Annual Conference of Talwgn 's Ego omic Empirics



F Y U B "EJTH IR 2 LY SV LS 2 T
Tl e g O e U T
@$@39&?“Q*bﬁéﬁﬂg‘%lﬁﬁ@m’ﬁﬁ$%mMM$JmM,ﬂﬁ
]')Hffj e e 7}‘ S ”\‘r TESEE mﬁgaﬁﬁg\}%ﬁj [— I3 [F'JF[UE%%: L P
Al F TR FJ il i‘%ﬂ]}m JJ; , lr ilf lzgﬂa JEJW]E ﬁjﬁ;ﬁ[sjﬁn%ﬁﬁ@{ )

wr bR~ = FF1(2003) o F i e A Y A A V> (R

'%gﬂy>> 5:1 - 109-125 -
#5%, (2002) > EM§@§¢ﬂﬁr 4%¥§¢?@@W%§’@iﬁw’“

if AT ﬁr&z i i = TFJI}FJ; o

B/1[11#.(2003) - mm§@§¢@?rT§M$§¢?@@W%§’@iﬁw’“
TSP e T e i

%Fwamw T G R A RS ﬁ%}ﬁ@%%%ﬁ%ywﬁ’@jﬁw,
i B R (B S e -

Ambrose, J.M. and A.M. Carroll (1994), Using Best's ratings in life insurer
insolvency prediction, Journal of Risk and Insurance, 61, 317-328.

Berger, A.N., R.J. Herring, and G..P. Szego (1995), The role of capital in financial
institutions, Journal of Banking and Finance, 19, 393-430.

Cummins, J.D. (1988), Risk-based premiums for insurance guaranty funds, Journal of
Finance, 43,823-8309.

Cummins, J.D. and D.W. Sommer (1996), Capital and Risk in Property-Liability
Insurance Markets, Journal of Banking and Finance, 20, 1069-1092.

Cummins, J.D., S.E. Harrington and R. Klein (1995), Insolvency experience,
risk-based capital, and prompt corrective action in property-liability insurance,
Journal of Banking and Finance, 19, 511-527.

Doherty, N.A. and J. Garven (1986), Price regulation in property-liability insurance: A
contingent claims approach, Journal of Finance, 41, 1031-1050.

Guo, D. and R.A.Winter (1997), The capital structure of insurers: theory and evidence,
Working Paper, University of Toronto.

Hansen, B.E. (1999), Threshold effects in non-dynamic panels: estimation, testing,
and inference, Journal of Econometrics, 93, 345-368.

Harrington, S.E. and P.M. Danzon (1994), Price cutting in property-liability insurance,
Journal of Business, 67, 511-538.

Jacques, K. and P. Nigro (1997), Risk-based capital, portfolio risk, and bank capital: a
simultaneous equations approach, Journal of Economics and Business, 49,
533-547.

Kim, D. and A. M. Santomero (1988), Risk in banking and Capital regulation, Journal
of Finance, 43, 1219-1233.

Merton, R.C. (1977), An analytic derivation of the cost of deposit insurance and loan
guarantees, Journal of Banking and Finance, 1, 3-11.

Rime, B. (2001), Capital requirements and bank behavior: empirical evidence for

K

K

i

—

14

BT h = I SRR d/’lﬁjt
The 5th Annual Conference of Talwgn 's Ego omic Empirics



Switzerland, Journal of Banking and Finance, 25, 789-805.

Shrieves, R.E. and D. Dahl (1992), The relationship between risk and capital in
commercial banks, Journal of Banking and Finance, 16, 439-457.

15

BT h = I SRR d/’lﬁjf
The 5th Annual Conference of Talwgn s Ego omic Empirics



