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Demographic Change and Personal Insurance

This report focuses on demographic change among various variables that affect
the demand for personal insurance. In this report, we attempted to establish the

Dynamic Stochastic General Equilibrium(DSGE) Model for quantitative analysis.

The result of the study indicates that there will be an increase in the supply of
older workers who recognize longer life expectancy, an increased need for pre-
liminary savings, and a reduction in consumption. Furthermore, it is predicted
that the real interest rate will continue to decline. Such changes in the economic
environment affect the demand for personal insurance in the following ways.
First, an increased population who actively seeks financial resources for future
consumption means that the demand for annuity products will expand. Also, the
increase in the labor supply of the elderly suggests that the need for income loss
and accident insurance may grow in preparation for the risk of labor supply dis-
ruption such as disease and injury. Finally, the continuous decline in the real in-
terest rate is expected to affect the expansion of the market for investment
products. In contrast, the decrease in the young population is expected to weaken

the demand for insurance for the bereaved family.

On the other hand, our study found that the total private health insurance pre-
miums in 2030, 2040, and 2050 increase by 4.7%, 5.3%, and 2.1%, respectively,
under assumption that the inflation of medical expenses is 5%. The demand for
private medical insurance appears to shrink after 2030 as the young population
continues to reduce, and, at the same time, the number of people aged 70s over

who can not afford the premiums of private medical insurance increase.
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