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An Empirical Analysis of the Insurance Investors’
Trading and Its Effects on Stock Markets
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(Table 1) Equity Investment in the Korean Insurance Sector8)

This table reports equity investment of insurance companies by year from 2009 to
September 2017 in Korea. Statistics are based on data from the end of each year,
except for 2017, when based on data from the end of September. Panel A and B report
the portion and amount of equities in the investment portfolio of the insurance
industry, respectively. Panel C and D provide the portion and amount of equity
investment in the domestic and foreign life insurance, domestic full-line non-life, and
domestic mono-line non-life sectors.

Year | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017
Panel A : portion of equity investment(unit:%)

Insurance 2.58|  3.19| 4.32] 3.36| 3.57| 3.15| 2.80| 3.91| 4.85
Total

Life 128 085| 459 3.90| 3.68| 295 3.62| 569 686
Insurance

Non-ife |\ 506l 51| 307| 214 336 362| 137| 112| 126
Insurance

Panel B : amount of equity investment(unit:million Korean won, KRW)

Insurance

Total 123,918 231,647 413,371 536,406 604,365 (760,198 586,553 |688,850 {811,148

8) S 8U=Y FREAPEAIATY AT 2w 20179 99Y 702 AAstaL Sl
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Life
Insurance

40,400

31,854

246,781

432,284

404,223

495,126

481,832

611,541

734,987

Non-life
Insurance

83,518

199,793

166,590

104,122

200,142

265,072

104,721

77,309

76,161

Panel C : portion of

equity investment, detailed(unit:%)

Domestic
Life
Insurance

1.42

0.99

4.46

4.12

3.98

3.13

4.08

7.06

Foreign
Life
Insurance

0.30

0.49

5.55

2.05

0.95

0.06

0.00

0.00

Domestic
Full-line
Non-life

5.24

6.32

3.62

2.09

3.22

3.80

1.37

1.06

1.05

Domestic
Mono-line
Non-life

4.71

3.07

6.82

2.48

4.55

2.51

1.38

1.33

2.19

Panel D : amount of equity investme

nt, detail

ed(unit:million Korean won

, KRW)

Domestic
Life
Insurance

39,219

26,431

209,919

408,136

394,078

494,522

481,832

611,541

734,987

Foreign
Life
Insurance

1,181

5,423

36,862

24,148

10,145

604

Domestic
Full-line
Non-life

62,518

180,629

135,128

90,414

170,555

239,492

82,922

56,482

51,698

Domestic
Mono-line
Non-life

21,000

19,164

31,462

13,708

29,587

25,580

21,799

20,827

24,463

Source: Financial Statistics Information System, Financial Supervisory Service
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(Figure 1) Proportion of Equity Investment in the Insurance Industry

The figure shows the yearly portion of equity investment in the insurance industry in
Korea from 2009 to 2017. The graphs are based on data from the end of each year,
except for 2017, when based on data from the end of September.
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(Figure 2) Proportion of Equity Investment in Detailed Insurance Sectors

The figure shows the yearly portion of equity investment in detailed insurance sectors:
domestic life, foreign life, domestic full-line non ljfe, and doemstic mono-line
non-life insurance sector. The graphs are based on data from the end of each year,
except for 2017, when based on data from the end of September.
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(Figure 3) Amount of Equity Investment in the Insurance Industry

The figure shows the yearly amount of equity investment in the insurance industry in
Korea from 2009 to 2017. The graphs are based on data from the end of each year,
except for 2017, when based on data from the end of September. Monetary numbers
are in million Korean won(KRW).
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(Table 2) Stock Characteristics

This table presents the means of key characteristics of stocks from January 2009 to
September 2017. Panel A reports summary statistics of stocks in the market, and
Panel B reports those of stocks held by insurance investors.

Trading | Trading

Obs lquegge;iﬁ:)% Price Nur;ber volume | volume | Spread | Volatility
: i 0 0
KRW) (KRW) o (1000 | (million (%) (%)

shares) | KRW)

Panel A: Stocks traded by all investors
All 6,175,314 5,820| 25,611 2,252 497 3,714 0.85 491
KOSPI 2,750,341 11,700| 46,729| 2,514 441 5,712 0.87 4.18
KOSDAQ | 3,322,292 1,123 8,651| 2,104 558 2,175 0.67 5.48

KONEX 102,681 320| 8,728 6 2 16 9.09 6.31
Panel B: Stocks traded by insurance investors
All 1,242,320 25,427| 71,899 | 5,269 432 12,688 0.38 3.90

KOSPI 923,376 32,624 | 86,766| 5,577 452| 14,882| 0.38 3.63
KOSDAQ | 318,944 4,589| 28,859| 4.377 372| 6,337| 0.38 4.69

3. o=
7t BEEARY AL SEAAE

Kamesaka et al.(2003)2 57t vieg iz tiegiS Z75t0] $7F 52K weekly
net investment flow)gk= g =51t £ dAtollA= olE &85t g i
N 4 ol 7gE AR8sto 23 dY £EX{daily net investment flow, ©]5}
NIF &= 7H9-& ARESITE ol floto] 200598 2017E7HA] 1397 U] 414
oA BAFAAS] A wieg iy} tiegdS SO EN U] NIFARE A=
St} wWieg e BRI 4o it AdgHo] FAolH, MeagHe B
AFARPF E4 Lol v =2t Ao Atk NIF A #= LE ipgdlin} v =g

o] Aol % vjulEolo® o] A&t TS AL ofefel 2k

9) SE AoH(2015, 2016)9F &3t €] 391(2008) 5= NIF A #2] 7HdS 240 A
&3l At
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Return; ; = o; + p; o + XNy + B NIF, , + B,* Spread, , + B5™ Volatility; ,
+ B,% Return, , 5 + B3:*Ln (Mkt Cap), , + Bs*Ln (Price),,
+ B;* D(Ins Buy), ;* Ins Buy Ratio, , + Bs* D(Ins Sell), ,* Ins Sell Ratio, ,
+e

(4] 5

Spread; ; = o, + p;  + N+ By NIF, , + 3y Return, , + B5™ Volatility; ,
+ B, Return, , 5 + B5*Ln (Mkt Cap), , + B¢*Ln (Price), ,
+ B8:* D(Ins Buy); ,* Ins Buy Ratio, , + Bs* D(InsSell),; ,* Ins Sell Ratio, ;
+ o€

(4 6)

Volatilty, ; = a; + p; ; + Ny + By NIE, , + 3,* Sprd, , + B5* Return,
+ B,* Return, , 5+ B5*Ln (Mkt Cap); , + Bs*Ln (Price), ,
+ B;* D(Ins Buy), ;* Ins Buy Ratio, , + Bs* D(Ins Sell); ,* Ins Sell Ratio, ,
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(Table 3) Trading Participation Rates of Insurance Investors

This table presents the intensity of transactions conducted by insurance investors.
Panel A reports the participation of insurance investors at the market level, showing
the proportion of the numbers of stocks traded by insurance investors divided by the
total number of stocks in the market. Panel B reports the amount and portion of stock
transactions conducted by insurance investors at the stock level. The portion of Panel
B is calculated by averaging the portion of stock transactions conducted by insurance
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investors for each stock.

HS8%T H29¥ M32

Panel A : Trading participation of insurance investors at the market level

Al KOSPI KOSDAQ
Num of Traded Portion|Num of Traded Portion|Num of Traded Portion
stocks stocks (%, | stocks stocks (%, A/B| stocks stocks (%, A/B
(A) (B) AB)| (A (B) ) (A) (B) )

f;?f;r 3,219 3,219 3.219
Mean 386 1,886 20.27 287 854 33.51 99 1,032 944
Std. 130 89 146.07 90 18 500.0 46 80 57.50
Max 924 2,120 44.25 748 884 86.67 262 1,251 24.04
95% 613 2,066 31.26 432 878 50.71 183 1,208 16.68
Q3 462 1,908 23.86 326 867 3791 134 1,046 12.41
Median 359 1,885 19.06 274 859 31.50 87 1,018 8.60
Q1 303 1,851 16.30 239 847 28.01 62 997  6.21
5% 205 1,730 11.63 162 818 19.56 40 909  4.21
Min 94 1,698  5.44 71 810 8.61 20 886  2.21
Panel B : Trading participation of insurance investors at the stock level

Transaction Portion Transaction Portion | Transaction  Portion

amount (%) amount (%) amount (%)

ljfmiocks 2,228 945 1,283
Mean 208,325,717  3.7031 335,570,110  3.9362| 114,603,229 3.5314
Std. 567,958,369  4.0877 842,420,835  4.0128| 130,631,415 4.1352
Max 1400649919 47,6631 |14,066,500,000  35.2450|1.934.266.390  47.6631
95% 809,147,964 11.0344| 1,765,430,000 10.2018| 304,063,463 11.9415
Q3 165,115,652 4.5000 227,196,000  4.8663 | 144,614,437  4.2560
Median 79,691,657  2.7043 71,290,400  3.0553| 84,329,474  2.3282
Q1 33,185,923  1.4356 25,687,900 1.7238| 41,622,276  1.2807
5% 2,332,296 0.0917 1,310,620 0.1718 6,099,493  0.0627
Min 10,350  0.0000 218,871  0.0027 10,350  0.0000
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(Table 4) Stock Characteristics: Comparison between Stocks Traded and
Non-traded by Insurance Investors

This table compares key characteristics between the stocks traded and non-traded by
insurance investors. 7rading’ Y is stocks that insurance investors has traded, and
Trading’ N is stocks that insurance investors has not traded. Dif{Y-T) represents the
difference between these two groups.

Trading | Trading | Market
trading— | Price shares | amount | Cap. | Volatility | Spread |Turnover
days (KRW) | (1000 (mil. | (100mil. (%) (%) (%)
shares) | KRW) KRW)

Panel A: All
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Trading: N|4,932,994| 13,954 513 1,454 883| 5.1736| 0.9750| 2.0815
Trading: Y|1,242,320| 71,899 432| 12,690| 25,430| 3.9045| 0.3775| 0.9704

Diff (Y-N) -57,945 81| -11,200| -24,500| 1.2691| 0.5975| 1.1111
t-value -367 42 -369 -287 423 616 295
Panel B: KOSPI

Trading: N|1,826,965| 26,493 435 1,077] 1,125| 4.4644| 1.1258| 1.5518
Trading: Y| 923,376 86,766 452] 14,880| 32,620 3.6342| 0.3765| 0.6809
Diff (Y-N) -60,273 -17] -13,800| -31,500| 0.8301| 0.7493| 0.8709
t-value -264 -6 -350 -276 218 505 184
Panel C: KOSDAQ
Trading: N3,003,348| 6,505 578 1,733 755| 5.5694| 0.7050| 2.4732
Trading: Y| 318,944| 28,859 3721  6,337| 4,590| 4.6869| 0.3805| 1.8085
Diff (Y-N) -22,354 206| -4,605| -3,830| 0.8825| 0.3245| 0.6647
t-value -288 85 -153 -244 151 336| 78.28

3. x| Alof| CHgt BAFXIAS] EXPHEF

A AR whE HARARRL] FARERE AwET|o] oA, (& 5)olMe AMER
AFERT HARARAS] NIFA| 2} AP tlE#A|5=127F 3oje AJAlas Bl Av]ojet A3
FE HolEth

A APgell dhigt HHFARAL NIFRF AP A= BAIA L= 2Rt K+ TACIH.
2uofRt A} mofE AJAS BT 1% $EIM SAMCE Fomet g HH
ok f7ISEAEe] HARARRY NIFSF FAW RS, IASAIGS] HAFEARA} NIFSF 52
A B 1% FE0lM SAFCR Foftt 9 w2 Btk /el i g
A Alggre] IAGAPGl tht A AlghEe tha =4 Uehdar Qi

12) KRX Indexi= @4 7158 IAGAE of &y 555 100712 300712 Ak&Est
£ KRX100A52} KRX300A47F A, A $5& xdsl= AR dEXS7t ok
7] fiZe] KOSPIAG9F KOSDAQAILE AIZKed 7540 R 715sto] APdTi A
9] 714 KRX IndexZ A=319ich
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(Table 5) Correlations among Insurance Investors’ NIFs and Market Indexes

This table provides Pearson and Spearman correlations among NIFs of insurance
investors and market indexes. The NIF represents the daily net investment flows. The
KRX index is constructed from the daily KOSPI(KSE) and KOSDAQ(KSQ)
value-weighted return.

Pearson  Index Index Index NIF NIF NIF
Spearman (KRX) (KSE) (KSQ) (KRX) (KSE) (KSQ)

Index . 0.9818 0.8662 0.1597 0.1583 0.0052
(KRX) <.0001 <.0001 £.0001 .0001 0.7678
Index 0.9711 ) 0.7580 0.1626 0.1690 | -0.0402
(KSE) <.0001 <.0001 <.0001 <.0001 0.0226
Index 0.8074 0.6644 ) 0.1141 0.0915 0.1306
(KSQ) <.0001 <.0001 <.0001 <.0001 <.0001

NIF 0.2060 0.2003 0.1573 ) 0.9868 0.2968
(KRX) <.0001 <.0001 <.0001 <.0001 <.0001

NIF 0.2006 0.2066 0.1224 0.9819 ) 0.1569
(KSE) <.0001 <.0001 <.0001 <.0001 <.0001

NIF 0.0289 | -0.0327 | 0.1851 0.2772 0.1287 |
(KSQ) 0.1008 0.0637 £.0001 .0001 {.0001

BUEAA] £ NIFAES 0}831e] A4 A|5o] o5 SAXILE] ohol
o TIX|i JRRS Al E AT CGE G)ollA] ROl ik, A AE thom Baish
e B, F7H57L SRtk BRI BEEAAE dlske ARk glom,
530] AFJOIAE SAHOR SOl ES BT ofziet RaRE Heke Ao of
g sty THEgh F7M5S OAIste] AP BEAS Sold) Zlejsh ek, o]
£ BEeso] QPYAQl R8-S 28 FApHeko 2 Fsh] ujizel, &3t v} o]
£ XEE]00] 43 FBE] AVkEdo] 11 FP} B SUFol, f5A0] &
o] A FRET TAHUCH: Hit QBPEAch Sk

SIS TAGNS o BT AT} oA HASAREL RARE A 4
3o 6xj0] AN BAHOR GOl 80 G Holx itk TATAGTS ol &
3o} BAGE A9l TR 0JRARS Heko] AS-S WY 4 YIglont ol 2

o) ARG AR O Golet 89| g BTt
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(Table 6) Insurance Investors’ Trading and Market Condition

This table shows the results of regression analyses concerning the influence of market
conditions on the trading strategy of insurance investors. The dependent variable is
the NIF(net investment flow) of insurance investors. *
significance at the 5% and 1%, respectively. In model (2), Indext-r indicates the return

and ** indicate statistical

of the market index on day t-7.
10 10

NIF, =g+ Y8, *Index,_ + Y By,  *NIF,_ 46 crivmrinrrinriisrinninns (model2)
=1 =1
Al KOSPI KOSDAQ
Coeff. ‘ t-val Coeff. t-val Coeff. ‘ t-val

Nobs 3,209
Lagl(Index) | -1.6586 -8.00™* -1.7327 -8.20™ -0.9995 -3.20™
Lag2(Index) | -1.0640 -5.13* -1.0577 -5.04** -0.6581 -1.99**
Lag3(Index) | -0.7212 =3.34™ -0.8086 -3.63™* -0.3135 -1.01
Lag4(Index) | -0.4817 -2.43** -0.4345 -2.09** -1.0117 -3.48**
Lag5(Index) | -0.6462 -3.16™ -0.7232 -3.40** 0.4097 +1.36
Lag6(Index) | -0.4119 -1.87 -0.4952 -2.30™* -0.2872 -0.94
Lag7(Index) 0.0954 +0.45 0.0543 +0.25 -0.1678 -0.52
Lag8(ndex) | -0.4266 -2.10* -0.4730 -2.23* -0.3523 -1.14
Lag9(Index) 0.0156 +0.07 -0.0201 -0.09 0.4015 +1.30
LaglO(ndex)| -0.3317 -1.54 -0.3856 -1.76 0.1418 +0.46
Lag1(NIF) 0.2858 +12.68** 0.2885 +12.85** 0.3171 +16.54™*
Lag2(NIF) 0.0486 +2.30* 0.0474 +2.27* 0.0841 +4.25™*
Lag3(NIF) 0.0780 +3.78** 0.0689 +3.32% 0.0497 +2.51*
Lag4(NIF) 0.0362 +1.80 0.0327 +1.61 0.0447 +2.19*
Lag5(NIF) 0.0251 +1.25 0.0357 +1.77 0.0092 +0.46
Lag6(NIF) 0.0761 +3.65™* 0.0714 +3.36™* -0.0040 -0.21
Lag7(NIF) 0.0290 +1.47 0.0211 +1.07 0.0607 +3.04™*
Lag8(NIF) 0.0093 +0.45 0.0096 +0.47 -0.0172 -0.85
Lag9(NIF) -0.0011 -0.06 0.0013 +0.06 0.0300 +1.55
Lag10(NIF) 0.0729 +3.52** 0.0711 +3.48"* -0.0027 -0.15
AdjR-Square 0.2086 0.2006 0.1726

(B 7L (X 6)S AxEZ BAsl0] AR} 19] AGgtke HojsT 9tk AR AR
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(Table 7) Insurance Investors’ Trading and Market Condition : Yearly

This table shows the regression results examining the relation between market
condition and the insurance investors’ NIF(net investment flow) on yearly basis over
the period January 2005 through September 2017. In model (2), Indext-7 indicates the
return of market index on day t-r. This table provides only the coefficient of the
independent variable, Indext-1. * and ** indicate statistical significance at the 5% and

1%, respectively.
10 10

NIF, =g+ Y8y, S Index, + 3By, *NIF,_ 46 oo, (model2)
=1 =1

All KOSPI KOSDAQ
Year Coeff. t-val Coeff. t-val Coeff, t-val
2005 -0.0661 -0.05 -0.6383 -0.50 -0.6574 -0.45
2006 -1.6093 -1.63 -1.7891 -1.72 -0.0483 -0.04
2007 -2.3621 -3.68** -2.4211 -3.91** -1.0918 -0.76
2008 -1.6917 -4.63** -1.6899 -4.55* -0.0250 -0.03
2009 -1.6820 -2.47* -1.5103 -2.17* -0.5835 -0.56
2010 -2.5930 -3.26™ -2.5411 -2.98** -2.2255 -1.71
2011 -1.1829 -2.22* -1.3054 -2.35* -1.6680 -2.09*
2012 -1.1598 -1.40 -1.1864 -1.41 +1.6313 1.22
2013 -2.7131 -1.92* -3.0953 -2.18* -2.9772 -2.54*
2014 -0.8208 -0.75 +0.1885 +0.17 +1.8547 +1.20
2015 0.7633 +0.67 +0.0180 +0.01 +3.4617 +3.05*"
2016 -2.1464 -2.10* -2.4728 -1.99* -0.8561 -0.62
2017 -6.9442 -5.89** -7.3624 -6.36" -0.3695 -0.26
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(Table 8) Insurance Investors’ Trading and Past Stock Returns

This table presents the results of the regression analyses examining the relation
between past stock returns and the insurance investors NIF(net investment flow) at
the stock level over the period January 2005 through September 2017. In Panels A and
B, past 5-day returns are used in models (3) and (4). In Panels C and D, past 10-day
returns are used as in models (3) and (4). * and ** indicate statistical significance at the
5% and 1%, respectively.

NIF,, = o, + p;, + X, + By* Return, ,+ B,* D(PS),; * Return, ;. ;_540)
+ B5¥ D(NG); FRetUTN 1 4 5(10)F €1p weereereereeneieineie i (m odel3)

NIF;, = a,+ p+ N+ B Return, ,+ 8,5 D(PS), * Return, ;1 —sq0) + Bs* D(NG), * Return, ;—y ;— 540
+ B8,*Ln (Mkt Cap), , + B5* Volatility, , + B¢* Spread; ,+ B* MAvg(Price5; ) + Bs* MAvg (Pricel0, )

+ Bo* Foreign Hold, ,+ €, , (modeld)
All KOSPI KOSDAQ
Coeff. | t-val Coeff. t-val Coeff. t-val
Nobs 1,269,983 951,052 318,931
Panel A
Return -0.0112| -2.57* -0.0103 -2.56* -0.0140 -0.87
D(PS)*Return(-1,-5) 0.0001 2.32* 0.0001 2.98** 0.0000 0.58
D(NG)*Return(-1,-5) |-0.2166 18 42 -0.1880| -14.80™* -0.2983 -9.89™*
Adj R-Square 0.0027 0.0024 0.0032
Panel B
Return -0.0074 | -3.14* -0.0070 -3.43** -0.0089 -0.41
D(PS)*Return(-1,-5) 0.0001 0.37 0.0001 0.39 -0.0032 -1.13
D(NG)*Return(-1,-5) |-0.0306 -1.52 0.0333 1.51 -0.2325 -4.85™*
Ln(MktCap) 0.0387 0.33 0.1403 1.01 0.2500 1.04
Volatility 0.5530 | 11.47** 0.7553 12.45** 0.3492 4.18™*
Spead 3.8127| 9.87** 3.7852 8.63™* 3.6409 4.55"
MAvg(PRC_5) -0.2729 -0.16 0.9595 0.52 -6.3164 -1.28
MAvg(PRC_10) 0.2128 0.12 -1.1415 -0.62 6.0367 1.22
ForeignHold 0.0004 0.04 -0.0113 -0.97 0.0272 1.18
Adj R-Square 0.0050 0.0071 0.0050
Panel C
Return -0.0109| -2.56* -0.0101 -2.54* -0.0142 -0.88
D(PS)*Return(-1,-10) | 0.0000 0.26 -0.0001 -1.98* 0.0001 1.87
D(NG)*Return(-1,-10) | -0.1881 00,44 -0.1662| -16.77** -0.2426| -10.07**
Adj R-Square 0.0033 0.0031 0.0033
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Panel D

Return -0.0074| -3.17**| -0.0072 -3.58*|  -0.0095 -0.43
D(PS)*Return(-1,-10) | 0.0001 0.57 0.0001 0.57| -0.0042 -0.70
D(NG)*Return(-1,-10) | -0.0577| -3.21**| -0.0227 -1.16| -0.1660|  -3.82*
Ln(MktCap) 0.0479 0.40 0.1601 1.15 0.2252 0.94
Volatility 0.5491 11.30% 0.7456 12.30™* 0.3552 4.25%
Spread 3.8077| 9.85™* 3.7792 8.61™* 3.6598 4.57%
MAvg(PRC_5) 2.379%4 1.20 2.7319 1.30| -1.6320 -0.29
MAvg(PRC_10) -2.4411| -1.23| -2.9274 -1.39 1.3632 0.24
ForeignHold 0.0008 0.08| -0.0110 -0.94 0.0275 1.19
Adj R-Square 0.0052 0.0071 0.0044
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(Table 9) The Effects of Insurance Investors’ Trading on the Markets!3)

This table presents the effect of insurance investors trading on the return, liquidity,
and volatility of the stock markets. Models 5 to 7 are used for the regression analyses.
For the analysis of the effect of insurance investors trading on the return, both the
future returns(Returni,t+1) and current returns(Returni,t) are used in model 5. The
effects on the future return are provided in parentheses. * and ** indicate statistical
significance at the 5% and 1%, respectively.

Return;, = oy + p; + X + B¥ NIF,  + B,* Spread, , + Bs* Volatility, , + B,* Return, ,_ 5+ B5*Ln (Mkt Cap); ,
+ B¢*Ln (Price); ,+ B3,* D(Ins Buy), ¥ Ins BuyRatio, .+ B3s* D(InsSell), * Ins Sell Ratio; .+ ¢; ,
.......................................................... (m odel5)

Spread;, = o, + p;+ Nyt By NIF, ,+ B5* Return, ,+ B5* Volatility, ,+ B, Return, , 5+ B5*Ln (Mkt Cap),,
+ B¢*Ln(Price); ,+ B.* D(Ins Buy), * Ins BuyRatio, ,+ Bs* D(InsSell); * InsSell Ratio, , + ¢,
............................................................ (m odel6)

Volatilty, , = a,+ p;,+ N\, + B NIF, ,+ 8% Sprd; ,+ B5* Return, ,+ B,* Return,, 5+ B5*Ln (Mkt Cap),,
+ B¢*Ln (Price), ,+ 8% D(Ins Buy), * Ins Buy Ratio, , + Bs* D(InsSell); * Ins Sell Ratio; , + ¢, ,

...................................................... (m odelT)
Return Spread Volatility
Panel A: All
Nobs 1,270,384
Variable Coeff. t-val Coeff. t-val Coeff. t-val
0.0000 0.27** - _ _ o
NIF [0.0002] [1.03] 0.0002 31.99 0.0004 12.76

AEE EAISH o]Fox gdo] NIFZk

13) [ 1+ Return(t+1)°] st sjHES2
ot IF= ]X]‘;Z]E Bl AARPE ] K| Fo] 7At=g]

ejele] F7krelge]
o
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Return -0.0001 -5.40™* -0.0020 -12.25**
-0.1661 -5.40™* o
Spread (-0.0466] £1.51] 0.8879 158.18
Volatility [0.0038] (0.79] 0.0218 158.18
0.0000 1.35™* _ _ o o
Return(1_5) [0.0000] 0.76] 0.0000 0.01 0.0000 1.17
0.1900 16.71** o -
Ln(MktCap) (-0.0075] -0.65] 0.0066 20.11 0.0727 34.69
-0.3063 -22.82** o _ _ -
Mavg(PRC5) [0.1429] | [-10.63*] 0.0004 1.09 0.1515 61.30
-0.0012 -0.65** ok _ _ ok
BRATIO (-0.0009] -0.501 0.0075 148.80 0.0245 75.21
0.0049 2.67* ok _ _ Jok
SRATIO [0.0024] (1.20] 0.0047 89.15 0.0275 81.36
. 0.0060
Adj R-Sq [0.0002] 0.0452 0.0304
Panel B: KOSPI
Nobs 951,440
Variable Coeff. t-val Coeff. t-val Coeff. t-val
NIF 0.0001 0.34** -0.0002 -31.64** -0.0005 -14.33**
Return -0.0001 -4.50** -0.0013 -8.08™*
Spread -0.1720 -4.50** 0.8513 140.92**
Volatility -0.0520 -8.08™* 0.0241 140.92**
Return(1_5) 0.0000 1.68** -0.0000 -0.29** 0.0000 1.17**
Ln(MktCap) 0.2318 15.37** -0.0033 -8.15™* -0.0192 =7.99**
Mavg(PRC5) | -0.3571 -19.73** -0.0023 -4.68** -0.0376 -13.02**
BRATIO -0.0011 -0.52™* 0.0070 121.78** -0.0189 -54.54**
SRATIO 0.0063 2.73%* 0.0042 68.59** -0.0228 -61.97**
Adj R-Sq 0.0050 0.0441 0.0278
Panel C : KOSDAQ
Nobs 318,944
Variable Coeff. t-val Coeff. t-val Coeff. t-val
NIF -0.0001 -0.31** -0.0001 -8.48** -0.0007 -11.51**
Return -0.0002 -3.49** -0.0054 -10.55**
Spread -0.1568 -3.49** 0.9565 75.18**
Volatility -0.0656 -10.55** 0.0183 75.18**
Return(1_5)| 0.0000 0.25™** 0.0000 0.30** 0.0000 0.63**
Ln(MktCap) 0.1281 8.14** -0.0112 -17.95™** -0.0369 -8.20™"*
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Mavg(PRC5)| -0.2357 -13.18™* 0.0030 4.25* -0.0295 -5.77"
BRATIO -0.0019 -0.71** 0.0092 87.11** -0.0391 -50.94**
SRATIO 0.0004 0.15** 0.0062 59.89** -0.0343 -45.84**

Adj R-Sq 0.0100 0.0527 0.0303
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Abstract

This study investigates the stock preferences and investment strategies of
insurance investors and the effects of their trading on the Korean stock
markets. For this purpose, we examine the investment portfolio of insurance
investors from 2005 to 2017.

The major findings are as follows. First, insurance investors have a
significant preference for stocks with high market capitalization, high price
level, high liquidity, and low volatility. Second, the involvement intensity of
insurance investors is higher in the KOSPI market than the KOSDAQ market.
Third, at the market level, insurance investors take contrarian investment
strategies by buying losers and selling winners. Forth, at the stock level, they
also take investment strategies buying stocks with low returns in the recent
past. This investment strategy is more prominently observed in the KOSDAQ
market. Lastly, we find that insurance investors serve a role of the stock
market stabilizer by enhancing the liquidity and mitigating volatility. While the
liquidity effect is stronger in the KOSPI market, the volatility effect is more
prominent in the KOSDAQ market.

Considering the rapidly increasing investment of insurance investors in the
stock market, the analysis of their trading characteristics and influence on the
stock market is crucial, especially with a comprehensive long-term dataset
covering the most recent period. Our findings suggest that the increasing
involvement of insurance investors in stock trading is expected to provide a

positive influence on the stock market in terms of market liquidity and volatility.

% Key words: Insurance investors, NIF(net investment flow), Investment

characteristics, Contrarian strategy, Market stabilization
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