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(& 8) e Aol el &4 29
(&9 99, 1A, %)
At EFFAA} A& A
ARuds 3625 | 5914 504 | 26,581
AEREF 3,002 | 4937 19.7 | 22,018
R E A2 &(PROFIT) 20.5 178 | -157 73.2
HAYRY $Yuds 14,592 | 22,350 200 | 97,923
AE W SRR 8,533 | 14,531 275 | 64,726
A% L ¥ (PORT) 51.8 26.9 0.7 98.0
BAYEE B AG A 5 3188 | 3,777 45 | 15,685
2N RAEY B AT A FONOM) | 14.2 14 10.7 16.5
R EES R 60.2 74.3 0.0 | 3366
Bl A ] (CHAN) 9.4 21.0 0.0 98.1
(F 9) dy 7F Al
PORT LNUM CHAN LTYPE STYPE
PORT 1.0000
INUM 0.5309*** | 1.0000
CHAN 0.4726** | 0.1132 1.0000
LTYPE 0.1718" 0.5852** | -0.1705* | 1.0000
STYPE 0.3638"** | 0.0061 -0.0203 -0.3693*** | 1.0000
G e AL GOl F 1%, 10%04 Fo18HE ehd,
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1 ZIRY(FE) #5592 ¥(RE) e EREY (FGLS)"

Az ek Az (%43 Az 2%k
e 775593 | 1.52 49.1443 | 221** | 51.6910 | 4.55™*
PROT -0.5927 | -5.35"** | -0.5280 | -6.91"** | -0.4305 |-12.06"**
LNUM -0.9897 | -0.27 0.7886 | 0.46 0.3359 | 0.38
CHAN -0.0282 | -0.17 -0.0334 | -0.37 -0.0842 | -2.05**
LTYPE - - -1.3661 | -0.19 -3.4551 | -1.30
STYPE - - 0.7497 | 0.16 -2.8636 | -2.21**
D2004 -6.5014 | -3.01** | 64114 | -3.00* | -5.4142 | -3.08"**
D2005  |-13.0981 | -5.96*** |-13.1721 | -6.14*** |-13.1381 | -7.38***
D2006 | -17.1469 | -7.35*** |-17.6905 | -8.17*** |-17.9200 |-10.07***
D2007 -15.8414 | -6.66** |-16.5204 | -7.61*** |-14.9209 | -8.43***
D2008 | -19.5837 | -8.14™* |-20.2980 | -9.31*** |-19.6752 |-11.07"**

Adj R-squared 0.7365 0.7522 -
F A4 23.29(0.0000) - -
Wald #7% %t - 239.89(0.0000) 455.04(0.0000)

Hausman 774 #=0.93(0.9986)
71} Breusch and Pagan LM 274 %=63.50(0.0000)
Wooldridge A% #=0.794(0.3847)
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Abstract

This research analyzes the determinants of insurance risk profit ratio in Korean
life insurance companies. Using panel data, we evaluate several factors both firm-
specific variables and other socio-economic variables. We show that product
portfolio(morbidity benefit vs. mortality benefit), marketing channel(direct vs.
financial planner), and ownership type (domestic middle-small size company vs.
foreign company) are significant variables. However, size(number of business in
force) is not significant factor. Decreasing profit ratio since 2003 is related to the
social and economic changes such as increasing of screen ratio in program for early
detection of cancer and improvement of morbidity. These results imply that there
are obvious limits on the performance management of insurance risk profit.
Therefore, life insurance companies should target feasible profit level and use non-
guaranteed elements. Also optimal portfolio and marketing channel strategies are
necessary. Finally, life insurance companies should project future cash flow to cope

with the potential deterioration of solvency.

% Key Words: direct channel, insurance risk profit ratio, life insurance

company, morbidity benefit
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