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(Table 1) Individual Risk Definition and Determinants

Category Definition Determinants
* Loss ratio
* Level of claim reserve

Insurance | Risk of loss due to an unexpected
risk increase in the loss ratio

accumulation
Risk that will negatively affect | * Interest rate sensitivity of
Interest | financial status due to the assets/liabilities
rate risk | fluctuation of net asset value due | * The proportion of interest
to interest rate fluctuations. linked products

) . | * Credit rating, default rate
. Risk of loss due to the debtor's . . 8 X
Credit ,_ | * Credit reinforcement details
default or the counter party's

risk such as collateral and
default, etc.
guarantee
Risk of loss due to changes in | * Appropriateness of
Market asset value caused by fluctuations distributed investment
risk in market prices (stock prices, | * The proportion of variable
interest rates, exchange rates, etc.). insurance
, . . * Appropriateness of internal
. Risk of loss due to inappropriate PProp
Operating | . control
. internal  procedures,  personnel, . .
risk * Appropriateness of accident

systems, external events, etc.

prevention measures

Source: FSS(2020), (Revised) Guide for RBC system for the insurers.
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(Table 2) Sample Selection
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Sample selection criteria .
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Cor.coef.= /B AT IHJHBAE T80l i, j B, 52, AL, APEAEE 9
ot i Eaa o] AAles EeEaaet e fad Il disiiE 0.258
A-gstar, g7, Alg AP AA Ttolle 0.58 A8sto] AREgit) o]o] w mjE|=
SHAI2] 20179 1271 sPAA| Q] AFodE] 2 7ARATRC) B3 o] ALk

+2,327 5,904 X 0.25 +2,327% + 2,327 X 4,912 X 0.5+ 2,327 X 482 X 0.5
+4,912 X 5,904 X 0.25 + 4,912 X 2,327 X 0.5 44,9122 + 4,912 X 482 X 0.5

TRC = /5,9042 + 5,904 X 2,327 X< 0.25+ 5,904 X 4,912 < 0.25+ 5,904 X482 <0.25 + 608
+ 482 35,904 X 0.25 + 482 X 2,327 X 0.5 + 482 X 4,912 X 0.5 + 482*

=10,724 (9 9)
o714 BREaT0) digt PAT BGAL BPAT} ZAGA AS B9 5 B
Aeadgo] 0(F)Q! A9 AFold QFARZ(FARC)T Yl 87ARZ(TRO)Z] Alo]
7} ¥ @AM Aok HlEE AR,

+2,327X 0 0.2542,327% 42,327 X 4,912 X 0.5+ 2,327 X 482 X 0.5
+4,912X 0} 0.254 4,912 X 2,327 X 0.5+ 4,912% + 4,912 < 482 X 0.5

FARC= /02 02,327 %025+ 0% 4,912 X 0.25 + 0 X 482 X 0.25 + 608
4482 X0 0.25 + 482 X 2,327 X 0.5+ 482 X 4,912 X 0.5 + 4822

= 7,293(219)

193 BEelATL A A9ke A90) AFole e AR} ga) QAR
A10](DARC) % He|A719] 7]0jw(PARC)E ZHt TRe} o] Abeict,
* DARC = TRC - FARC = 10,7249 ¥ - 7,2939 ¥ = 34319 ¥

DARC 3,431
TRC 10,724

* PARC = = 31.99%
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olgA At A Blaa B U TIRHED S thE EEsAES] A Bla
A 549 71ojmet Bluste] BatARl R o HydAd BV w2 #
207 kL, AR 92 Aol BdElad SRV H2 #Eos FERitt 9

€ =01, 201749 1719 =4 AFEEsEAsEe] Batadd EeE|lad E4R=
24.249%C1 A 2 27100 Hiet HlZlzeRe] BEeE|ad E4Ae olEn &2
31.99%c12= H2|2epA9] 20179 127] B2 w2 Hdid E4AE 2= g
(FHd o=z ZFd:. ol ¥ o= A3t 7|t digh v=|=skA 2] 7iE AAEA
A& AFESIAL A1) Bt} vlaste] ok T EohH the At

(Table 3) Individual Risk Characteristics

Risk Components Meritz ﬁ:ﬁ::ﬁi) Group classification
Insurance Risk 31.99% 24.24% High
Interest Rate Risk 12.24% 17.11% Low
Credit Risk 28.45% 32.23% Low
Market Risk 2.40% 0.85% High
Operating Risk 5.67% 7.02% Low

S HYSIANE] AFold Q7 RHES] AREHFAL Al Q] WSy} Qi) B o
T-9] AT 717ESolE gt X Q] WSkt Aot AR $19] QAR AREEAl
20149 48715E F8E== 708 a3 7H Ao thet 179 2839t A 22 2014
| 3R 7= ohe ) 22 TAbEAS ARSI

TRC = VARA’>+ (IRA+ CRA)*+ MRA*+ ORA

919] AlojlA] ARA, IRA, CRA, MRA 18]31 ORAE: 27t B, 2], A8, A% 18
*FYLT QAL om3ith. o3t ALFALS
12 7Pgstar U] 7 A 2k AJaA|
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P, =oy+a BV, +a,B, +e,, (1)

P, =By+B,BV;,+e,, 2

Py=%tnE, e, 3)

P, =6,+6,BV,,+5,E, ,+5,NGE, , +e,, (4)

P, =0,+0,BV,, +0,E ,+0,NGE, ,+ 0,3 QR, +e,, (5)

oi7|A, Pl BT A7kEal(R 55t 940 FA)S ofmlsk, BYet £ 22t B

7\ AP ARG} S]] B7)4olele ojulaith. NeE: E7l40lole] &

()R] B 2710l R XUQE’_ FHHRL Aol F0) 2= Fou)= &AHRH

= 9ulotd X orS E7IEHHSE oultit), jHH, E7|Hu[HSE Aot BE ¥
S B2 Ao 2 HES)slo] ARSIt

A (1) 7199 AR g=o]9fo] 7]A7IAE Argsh= Ohlson(1995)2] SRS

LR 201, 4] (% 4] B} 217 4] (oA 4eol] st Sl A5E A2t
AT Aol 4 (DA 3L olgste] /1Pl g sAgRe] AAEe

(Total Explanation Power; TEP)I} S99 (Incremental Explanation Power;
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[EP) 18] 3549 2(Common Explanation Power; CEP)2 &%531A} it}
Al (4= A (Dol B71eEAe] dAgo] 2 5315 Aol ] oto] &4 FAHS= NGE
S7IRE Zofok. Ao IAEa} o) H o] ZiR|ed g 11Ho] A HisfiAl= ofn] of = A
A= Soto] B 7R ARo] ¥R v Qitt. 7HE 71491 A2 A7 Het o] H o
7 dolli= 2ot itk Zolt}. AR tisiile FAREC] FAIAR] @des
SHAISE 4= Qlo] o]2je] A&Adol B 7kE T = Q1AL olofl ek o]l E k= =AMt
BEE 7|97 8710 Eol -8 4= A Eli= Zo|tHOhlson 1995; Burgstahler and
Dichev 1997; Collins, Pincus and Xie 1999). 0|23t B3} BAI6E7| fIote] AP+
(Hayn 1995: Collins et al. 1997: Collins et al. 1999 )4 YHEH O R AREET Q=
AA Y 4o TAggt - 9olet vt A 0 = ¥E3Sk= SAMS NGES F71RtE Aol

2 Gz A (@l 7+ 718 "uHsE F71RE Aotk of= & AFi#Eo] 714-271

o]Foi7l sjdAtm ] IR FEHHN(P)2 AIAE A7 1] EA7Fs/d0] AL
1248t A9 2] A7 1do] ftEo] F4E SlAARR 11 =240l Hejrt 9l
4 AUcKBeaver et al. 1989; &A1Y H@A= 2005). £7] T[] F7k= o]t
A& SAlk= B3 itk
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2 =ikl 7 fAam9] B0 wet SAPYE O iR ol Afel7t HAESh= o
FE 785171 #1511 4l (DE 7197H] 71 o= ARgsto] /i Ejlad E49%)9] 124
(FHfE)ol whet e AR IS 9% & 4710 BlAEE theE=
< &oto] 45 3194]19] 5245 Chow(1960) A7 ol-&sto] ERlstara} gict.

Chow(1960) 3782 Gregory Chowol| oJsf] AIRFE WP o & A3 SlAR oA HHat 7]
£719] 584 T 124 W(structural break)o] EAoR=A] oI5 FHgs}7] HJdlo] AR
= s 59 shHeloh & Aok Chow(1960) A< ek A7 Hd thaatt 2t
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HO N 5[)4, low = 6[]4, highs 61,low = 61.high’ 62.Iow = 52,high

ARHAHON EEH 4,2} 6, A @I 2GE S 6, 6, 6,5 22 A
EA7F A
F-

2|2 SA1S] AAEHR)Ol w2 Blaa SRR A
o H)oll thste] 5783t Zelth Chow(1960) A< 918t F-8AR-S thaatt o] A3tk
F—val _ [SSE;,OMZ (SSEEOW + SSEhwh)]/k
Ve T (SSE,, + S5E,,)/ (n, +ny—2k)
A7, SSEpya, SSEy, TLBIAL SSE,;,2 Z12F AA| 2, JE BlAa SRV W
HHHE D) 2213 78 A B4R &2 AT H)oll tiet A sum of
squares error)& 2PIStaL, n, I n,= 2420 R L A Hojl 23K 29| 5 2]

gt} 183 ke SHHSO JieE iRttt o] PA AEE F-values BAY] AT
7} k o]x BHO] AT}y +n, — 2k F-EEE w2A Hrk

M BazEe ARslae) F)eine AR Az ARALE Adsie A4S 4
R0 Aukael X BARE A 2am SHH0) TAEHL T} Jol7t e o
vl S0l (744 112 Aeet 4 QA He.
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2R 4=0]2] 9] F 52 (CEP) = TEP - (IEPsv + IEPy)

) BANPER] W AL 71 EA R Skt olele] Al x| magel
25 A77H (71 219 Alolsiol thet K TS 918 Aolth. TAXCE 4] (2)
2 71971 Wrhag oz AAgste] 7o) A elasl E4X|0] 1A ntef 8 4

PR SIS S T A24e] JATER GhgEE T ) AT Botel 49 41

At 2z010]0] BFASTE 212191 Kol BoliA] ofF-E sk Aol

WY A SUT S|l thote] Az ThE WEhE Batol 4 B4 3
AAGI) BAH R I Mol QeA] ofRE BA5] 9Iek Aol &
Aol WY AL S AL chet Ut

Ho(l) : gl,lour = 01, high
HO(Z) 92,law = 62, high

AF7H(Ho)oll #8H 6,2} 0, = 2 5)°IA HAH AASRL 0,3 6,5 22 7N
H 2Ag E429] IA(mEK)0] okt e A E L, Jd H)ofl thste] 43 Aol
o} AF7HE Ho(Doll thet B3 A8 A4-6ADHt-value)> thaa} Zo] Sttt
(A2t €] 2004; Hollander 1970).

91 low OLhigh
\/Var él low )+ Var(élﬁhigh)

t—walue =

A7, 0, 10, T 0y g 22 N 23 EAAZF R AT DI 2 W
o HYE thdo® 3731 0,011, 6, A2 O)& 3783 <A SIAASE QJw]et
ok Var(8, 4,,) 3 Var(8, )2 22 0, 1,3 0, 1, ) BARE OJojgit,

N BATERE ARTHEY] 717404%1— At Ax, AR7MEE 7176k A 3
olo]o] i ZHAHAYS A A3 B429 IA(HE)el et Ztel7t 3e-S o]
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(Table 4) Descriptive Statistics

The number of observations used in the estimation is 282. Sample selection criteria
is presented in Table 3, and all variables are defined in equation (1)-(2). PARC refers
to the contribution of insurance risks to the total required capital. PIRC refers to the
contribution of interest rate risks to the total required capital. PCRC refers to the
contribution of credit risks to the total required capital. PMRC refers to the
contribution of market risks to the total required capital. PORC refers to the
contribution of operating risks to the total required capital. Other variables are
defined in equation (1) - (5).

Variables Mean Std. dev. Minimum Median Maximum
P 0.0952 0.0655 0.0108 0.0795 0.3118
BV 0.0962 0.0391 0.0422 0.0918 0.2042
E 0.0025 0.0020 -0.0032 0.0025 0.0079

NGE -0.0001 0.0004 -0.0032 0.0000 0.0000
PARC 0.2612 0.0676 0.1094 0.2516 0.4554
PIRC 0.1616 0.0570 0.0663 0.1473 0.3849
PCRC 0.2809 0.0877 0.0969 0.2772 0.5983
PMRC 0.0074 0.0087 0.0000 0.0043 0.0480
PORC 0.0762 0.0218 0.0444 0.0696 0.1307

(Table 40l = 27|12 SN0 R U 2718 AVIS AL B2 0% 9.52%=
LB, 712 A A0 8 U A7 AR ARa NS o|HT} ot %2 +F0 % YE
U =2 £81HEES|Ae] MTB Ble{market to book ratio)2 98.96%(=0.0952/0.0962)
QI Ao = Ueth 271ee]do] HHARl 52 712 AREEH o] 0.25%°]1L, o=
B)ak 2712429] 2.60%(= 0.0025/0.0062) el ARl K1 Zolele] 1]
0| A7 H]sto] w9 W2 0 = LERT.
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(Figure 1) Trend of the Proportion of Individual Risk Component
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(Table 5) Pearson Correlation Matrix of Variables

The number of observations used in the estimation is 282. All variables are defined in
equation (1)-(5), and the text in the parenthesis represents the p-value of the statistics.

P BV E NGE | PARC | PIRC | PCRC | PMRC | PORC
> 1.000
v 0.834 | 1.000
(<.0001)
0.581 | 0.481 | 1.000
£ (.0001) | (£.0001)
0.168 | 0.179 | 0.488 | 1.000
NGE
(0.005) | (0.003) |(£.0001)
0.058 | -0.141 | 0.222 | 0.045 | 1.000
PARC
(0.328) | (0.018) | (0.001) | (0.456)
PIRC -0.296 | -0.083 | -0.293 | -0.058 | -0.434 | 1.000
(<.0001)| (0.163) |(.0001)| (0.334) |(£.0001)
PCRC -0.009 | 0.215 | -0.057 | 0.075 | -0.811 | 0.064 | 1.000
(0.875) | (0.001) | (0.343) | (0.210) |(£.0001)| (0.286)
PMRC -0.038 | 0.261 | 0.100 | 0.127 | -0.297 | 0.068 | 0.508 | 1.000
(0.521) |(<.0001)| (0.095) | (0.033) |(£.0001)| (0.258) |(£.0001)
PORC 0.031 | -0.328 | -0.113 | -0.180 | 0.324 | -0.434 | -0.487 | -0.641 | 1.000
(0.609) |(€.0001)| (0.058) | (0.002) |(£.0001)|(£.0001)|(£.0001)|(£.0001)
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(Figure 2) Correlation of Individual Risk Component
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(Table 6) Results of Chow Test
Estimation model; P, =§,+6,BV,,+6,E, , +&,NGE,, +e,
All variables are defined in equation (4). ***, ** and * indicate the significance at 1%,

5% and 10% level, respectively.

Panel A. Insurance Risk Characteristics

Variables Intercept Coe;i/?:ent (t_StaEiﬂCS) NGE; ¢ Ad. B ((:sf)\\//glies
Low _?;3.5513) 1(‘1277.?0) 8'(2.3385) 2(026509) 0821 1 3 1gzmm
eI N

Panel B. Interest Rate Risk Characteristics

Variables Intercept Coeé‘;i/iie”t (t_StaEiﬂCS) NGEi; Adj. R ((:pt]?\g]iel):
lov | 3oy | sw | oy | cren | O | 5 igm

Panel C. Credit Risk Characteristics

helilals Intercept Coeéii/?:ent (t_StatEiitiCS) NGE; ¢ Ad) il ((:;?\\/Aafliel):
Low (010;% 0'(2.7552> 10(7722) _1(6—22.é§> 0520 | 3838w

Panel D. Market Risk Characteristics

MR Intercept Coeéii/?:ent (t_StaéiiT} = NGE; ¢ Ad) i ((:;?\\//\aflie)l:
lov | " | sy | tn | 2o | O | asso

Panel E. Operating Risk Characteristics

S Intercept Coeéii/?:ent (t_StatEiitiCS) NGE;+ Adj. R %;—o\\//glie)l:
v | Vesy | 7oy | 6o | o1 | OO | ggape
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(Table 7) Explanation Power Based on the Risk Characteristics

This table reports R square measures obtained from the following linear model;

P, =0yt BV, T, E e, 1)
B, =0, +6,BV,, te;, 2
B =vntnE, e, (3)

TEP and CEP denotes total and common explanation p ower of BV and E. IEP(BV) and
IEP(E) denotes increment explanation power of BV and E. Bach variables are measured
as follows;

TEP = R square of equation (1)

IEP(BV) = R square of equation (1) - R square of equation (3)
IEP(E) = R square of equation (1) - R square of equation (2)
CEP = TEP-IEP(BV)-IEP(E)

Panel A. Insurance risk characteristics

Variables EP(BV) EP(E) EP(CO) EP(TO) BV vs E
Low R square 0.3554 0.0198 0.4464 0.8215 BV) E
© Proportion 43% 2% 54% 100%
) R square 0.0728 0.1967 0.1938 0.4632
High Proportion 16% 42% 42% 100% BVCE
Panel B. Interest risk characteristics
Variables EP(BV) EP(E) EP(CO) EP(TO) BV vs E
R square 0.3371 0.0657 0.2686 0.6713
»
Low [ Droportion 50% 10% 40% 100% BV E
. R square 0.3746 0.0310 0.3949 0.8005
High Proportion 47% 4% 49% 100% BVY B
Panel C. Credit risk characteristics
Variables EP(BV) EP(E) EP(CO) EP(TO) BV vs E
L R square 0.1026 0.1464 0.2871 0.5361 BV (E
oW Proportion 19% 27% 54% 100%
R square 0.3568 0.0365 0.3895 0.7827
i »
Hish 15 ortion 46% 5% 50% 100% BV E
Panel D. Market risk characteristics
Variables EP(BV) EP(E) EP(CO) EP(TO) BV vs E
Low R square 0.2870 0.0666 0.3669 0.7205 BV) E
Proportion 40% 9% 51% 100%
. R square 0.3506 0.0459 0.3033 0.6998
High Proportion 50% 7% 43% 100% BV E
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Panel E. Operational risk characteristics

Variables EP(BV) EP(E) EP(CO) EP(TO) BV vs E
R square 0.4217 0.0578 0.2757 0.7552
>
Low Proportion 56% 8% 37% 100% BVY E
R square 0.0689 0.1638 0.1477 0.3804
i 4
Hish 1 ortion 18% 43% 39% 100% BVCE

Bz, BERRe] ATE Uehlt BEeAT W 29EAT SR 52 7

£49 IA= 2T A 2ol 2 Aol7t I3l ook Z2 A= PH 119 A4
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(Table 8) Parallelism Test

Estimation model; 7, =0, +0,BV, ,+0,E, ,+0,NGE, ,+ 0 X QR, +e,
All variables are defined in equation (5). ***, ** and * indicate the significance at 1%,
5% and 10% level, respectively.

Panel A: Insurance risk characteristics

Low - Insurance

: High - Insurance Parallelism
Variables — — — —
coefficient t—statistics coefficient t—statistics test
Intercept -0.0606 -5.20%* -0.0504 -5.03%* -
BV 1.2784 22.38%** 1.0759 10.04™* -1.67
E 5.0780 2.67** 11.3099 8.47+* 2.68™**
NGE 1.6471 0.20 -12.4470 -2.45%* -
QT dummy Included -
F-value 37.78%* 16.34%*
Adj.R? 0.9150 0.8322
Max(VIF) 3.7254 3.1558
Panel B: Interest rate risk characteristics
. Low — Interest High - Interest Parallelism
Variables — —
coefficient t-value coefficient t-value test
Intercept -0.0526 -5.80%*** -0.0464 =3 44 -
BV 1.1209 19.85*** 1.2785 17.54% 1.71
E 8.4223 6.72%** 8.5109 3.96™** 0.04
NGE -11.2942 -1.51 -3.2623 -0.45 -
QT dummy Included -
F-value 25,74 2774
Adj.R? 0.8643 0.9105
Max(VIF) 2.5657 3.6957
Panel C: Credit risk characteristics
_ Low — Credit High - Credit Parallelism
Variables — -
coefficient t-value coefficient t-value test
Intercept -0.0411 -4, 88" -0.0746 -4, 024 -
BV 1.0157 10.98*** 1.2641 18.93*** 2.18%*
B 10.1911 8.00%** 4.1334 1.57 -2.08™*
NGE -7.7609 -1.74* 0.8617 0.04 -
QT dummy Included -
F-value 17.971%** 25.04**
Adj.R? 0.8034 0.9102
Max(VIF) 3.2964 4.2321
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Panel D: Market risk characteristics

i Low - Market High — Market Parallelism
Variables — -
coefficient t-value coefficient t-value test
Intercept -0.0426 -4.96*** -0.0908 -6.51*** -
BV 1.2237 19.80™** 1.3182 19,42 1.03
E 7.8857 6.23%* 7.3077 3.15%"* -0.22
NGE -5.9129 -1.28 -9.1473 -0.50"** -
QT dummy Included -
F-value 29.96*** 25.23%**
Adj.R* 0.8756 0.9026
Max(VIF) 2.7909 4.3521

Panel E: Operating Risk Characteristics

. Low — Operational High - Operational Parallelism
Variables — —
coefficient t-value coefficient t-value test
Intercept -0.0642 -5.63%** -0.0254 =13 -
BV 1.2631 24.81%* 0.8858 7.2 -84
E 7.4695 5.21%* 9.1654 5.44%* 0.77
NGE -4.1967 -0.4015 -7.1303 -1.29 -
QT dummy Included -
F-value 37.27%* 6.57**
Adj.R* 0.9026 0.6815
Max(VIF) 2.5196 2.8599

(Table 8)2 7N 2|23 BAJA|9) MAIE 7IEo R 728 F Aol 23 222
ol g3to] HE A WHOR SA old 4 5)F F31L, F9H &AMl <=0
jo] 7t RESAFEAARR)7E 7 A ol A= RojH o= A gREs A%t 2
Toe}. BAET} BE B0 ST BABEA=S] Hdigho] 5 oStz yeht
A e 2T 5 Qe B EAEL] A= fle AoE Yehdon, By
F-gk ] S22 F20= BE B]F}40] AgtsHA| 374dH A o= et

WYY 14499 2, Heelad BGA9] IA R FHERE F A ZF Ak kg
9) T RG] Ar HE BEATS 3 92 W, FH A T B

Aole] fAME S 9T AFgonA Wdo wet FREE HuEsg F15)

AL o] el FETS Waele] JoAgge] A RS SRloks e

A8 LB glonm UAR B ATTCEE o83l thedt 2 HuusE o8

B4 St A3 LE 7149 TN BBl Hefge] 108 Zatele]
Aol BAR S dule] dfarks Aol w8 Wl
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P, =ny+nBV, , +n,E,  +0,NGE, ,+n,DA, ,+n,DA, *BV, ,+n,DA, *E. ,+nyZ QR +e,,
Pm kgt 8, BV, + K, E. , +r,NGE, ,+ kDI, + . DI, *BV DL FE kD OR + e,

=X FNBY  +NE A+ NNGE,  +N\DC ,+M\DC *BV, +\DC *E,  + QR +e;,
P L=yt BV”-&-;LZ Y NGE, , + 1, DM, , + s DM, , *BV DM, *E 4+ S QR, +e,,
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5. F7t 24

oA 2lAT B0 w2 BEIAL AR At 7Ex|H /g7 F]A 0]
Qo] A& 7iR| TR Zfolof thgt oFd BA2 JE 2lAT B S AW T
Ao JrEsto] AR Aatolct. T o3t WO R BlAT B4l FRolE =
Sh= A2 oA AF Q1 ZHHol Sl wha] 2 7R A= AE 2lAT B
] 25%01 siiFdet= At} 619 25%0] sig ol HHe = FHEsto] o e 712 Zjo]
£ A0 24 EAZET0] 7FA/S =o|1A} gt (Table 9)&= ol9 22 A4S
o|-&sto] ZlAT EAo]| 2 AL ARHE ZEX|HE A HHetol thet 242 oot

(Table 9) Results of Additional Chow Test

Estimation model; P, =6, +6,BV, , +6,E ,+0,NGE,  +e,,

All variables are defined in equation (4). ***, ** and * indicate the significance at 1%,

5% and 10% level, respectively.

. o Adj. R® ,
Risk Characteristics : Chow's F (p-value)
Low High
Insurance Risk 0.963 0.236 8.076*** ({0.001)
Interest rate Risk 0.754 0.900 2.702** (0.038)
Credit Risk 0.473 0.971 8.326™** ({0.001)
Market Risk 0.559 0.644 1.525 (0.204)
Operating Risk 0.648 0.386 4.156** (0.005)

B, AT AL BE A E40] Fxolz TR A 2k Mol
19 T 5% 42014 fola0l 0% Uehteh. B@eAaet egelato] 49 g
2 E4A7} e vt whe ekt slAR Agelo] o v v, Felels
29k 4182430 oAl oloh itk el (Table 60l A4 £42710k A

A B/ g SAREL =o]Q]e] A4 ZER|HR o] HstolFof gt =
7}54 A3R= (Table 10)3} 2t
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(Table 10) Additional Parallelism Test

Estimation model; 7, =0, +0,BV, ,+ 0,5, , +0,NGE, , e, ,
All variables are defined in equation (5). ***, ** and * indicate the significance at 1%,

5% and 10% level, respectively.

Risk Virasle Standardized coefficient Parallelism
Characteristics Low High test
1 Rtk BV 0.9107*** 0.3010** “4.54m
psurance & E 0.1056* 0.3970*** 0.36

Iterest rate Rick BV 0.7074** 0.7068"* 0.39
nterest ra E 0.2460™* 0.4087** 2.39"*

o BV 0.3028"* 0.9828"* 4127

Credit Risk E 0.7928"** 0.0095 -3.99

, BV 0.5974** 0.7595""* 218"
Market Risk E 0.3736™ 0.2575" 0.63
Onerating Risk BV 0.6746"** -0.2947" -5.G7
perating s E 0.3146"* 0.7338"* -0.30

(Table 10)& 78 SA10] Bghe THOR FHI e 2k ol s Zug Lhet

U (Table 8)9] 249 ato] et 47A4S AZ17] It 27k 2nhs Lhehck
S ATE A8eIATI0h 2olelAm B4A0) ol £AE U o]o] o)A

(Table 8)e42] 241419} QXY =, AGelAT EHA7H EoHISE gapate]

NRSASE GO H O ZTI: HhA o]o)e] BlAARE GO R OR ARSI, 29

Sh, BRATo) A9 Blas E0] S710] utel Sl that ¥HgALe] Kol
= gojx 0= kgt Ui o]olo] thah ¥HgA0] Xjoliz )20l glgjet. olel 2
o A3 shHshe chewt Uk, eApt folo) el T BheAS: Aolo] S0l
Z oA (Table 8)0lA2] B4lduor thit Aol Algl, o1o)o] Afeja] 7Heeiy 2
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Abstract

This study examines whether value relevance of insurance accounting
information differs according to risk characteristics of insurance companies.
The analysis results are as follows.

First, the higher insurance or operating risk proportion, the lower overall
value relevance of accounting information, while the higher interest rate or
credit risk proportion, the higher overall value relevance of accounting
information.

Second, the higher insurance or operating risk proportion, the higher
relative value relevance of net income, while the higher credit risk proportion,
the lower relative value relevance of net income.

This study contributes to the literature on insurance accounting information
quality by exploring conditions affecting overall and relative value relevance

of insurance accounting information.

% Key words: Risk Characteristics, RBC System, Required Capital, Value

Relevance



