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AR 21Qjo] 518 9 &3}E|}lr. o]ojA] 2017 & 7RISl wht HHJAF HA] AR
< ZSsAY ARARY 718 S5 e ASAHESEY] o] 7R =8
9193] 2016, 2017).D) ASARESEL AFAL} QAR EA5H A2 FHI= UL
A5k, AR e FA|Y SAPFEASNA AR R ERET, S 3 oA A=At
8 & FA7Y obd A2 FEOE s thRARI AR S T SshuTh o, ASA
EZ3H2 B (Tier 2)°] obd 72X Tier 1) 2= IFH = M3t PRbd o= qb7]
7} 309 oldolal 9] T A] o] 7RsSt WA AAS 2 AMAe] Sl
A, 1AL HA| 917 Sl T O S91Q] SRSl AEe R, 49, o
9" Ao R HRErhs oA $49] Sl &ol7t Alet2)

o3t AFAREFTAL] EAol weh, s+t 7 olF thero] BN AlSARES
A g0 F5otion, tokre AFARA 7S BA o= H9Eet Ao w mETh
53], 20239 2180l og=olqk= M= =AIRAYIE(nternational  Financial
Reporting Standards 2017; TFRS17) ¥ AIAFo A% (Korean Insurance Capital
Standard; K-ICS)°ll thu]sto] Al Fo 2 u]E(risk-based capital ratio; RBC ratio)< 7H

A §9lo] Aol mrek, HRg)] MRS HPL M ohfet I S

1) 289938, BN SN, A A2016-15%, A2017-28%.

2) BE 7|7 &, FUolA BSA] oJF] daE ASAEEEe B 274 T 234
(call options) HE|7} ZgE]o] k. gutzog AEL X9 PAPL 7IsaiAE E
59 o]% AlHo|| 27|48 sl Aol AN, EESALY] Fe, 8] AFEH(step-up)
Z7o] IgPdZRE 109 & 132 A/t S2347 S22 Aol A5 @]
Eoll, EEIAR] ASAESTEL S Aol digh gelo] Aidez Aoy & 4= 9l
o} E3F HEsA) ASAEEUS 22 wEsh A7lE 2016W02, 20208 FA] Al-7}
A obz] S YA S Q= 7I7te] AYAIA] ot Y 42 FFS ERIsh= gl
olggo] k. AFAESH] F23H 2T o7 TE Aol FF A7V} Qs

3) $=AHE(2020. 2), “NAMT AT YA A AREFA- FUHAA dlelRAT.
ZAH)Z(2020. 3), “HIA A FAZIE B 19 © A7) 2023WRE AJF.
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(Table 1) Hybrid bonds issued by domestic insurance companies

Insurance Companies Date of Issuance Notional Amount Interest rate(%)
Company A (1) Dec. 9, 2016 300 5.30
Company A (2) Dec. 21, 2016 220 5.30
Company B Dec. 29, 2016 920 5.70
Company C (1) Mar. 31, 2017 300 5.60
Company D (1) Mar. 31, 2017 350 4.93
Company E (1) Apr. 13, 2017 5,000 4.58
Company F Jul. 24, 2017 5,514 3.95
Company D (2) Nov. 9, 2017 5,572 4.47
Company E (2) Apr. 23, 2018 10,673 4.70
Company G May. 21, 2018 2,160 7.50
Company C (2) Jul. 31, 2018 1,900 5.60
Company H (1) Aug. 17, 2018 3,400 4.90
Company H (2) Aug. 30, 2018 1,600 4.34

Notes: 1) This table illustrates the insurance companies’ issuance of hybrid bonds from 2016
to 2018.

2) Figures in parentheses are the number of times that the bond is issued by the given
insurance company. For example, Company A (2) indicates that it is the second
time that the insurance company A has issued a hybrid bond during the sample
period.

Source: Public announcements by each insurance company.
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(Figure 1) Trends of hybrid bonds’ notional amounts

2016 2017 2018

Agg. notional amount A 2. notional amount

BYOP ARSI wage] ok vt Sk oL, AgAS e W] 1
BojAke] 2940] T} ulX| Japo] WML SR A7 o]0l elgkek. webA,
HYPL LG ASAES 110] BAS AFHOR B 22, BEs)e)
) B oAHe] £82 5 it Eek, R A5 1A o) ojik wsp

TEE v, B PR BAATR G BRI Ay 9 2

A BHSAS] AEAREA WY 0] JFS VA B AU, SRgoR 2
A2~ 37EX(logistic regression) WHES ol AZAESEE WPol= HHT|A}
o} ol wgs|Ae] ATA 54 oIS sk Bo, 2 A7) AZRYE A 1B
YA BE F ASAESES EHT AR AlRPE]] FE drfsto], HAL] SlHARA
4) B Ao AMgd B AFARY A He AFEITAF SHo]R]9] BEIAL A-AdT

7ol E(http://www.kdic.or.kr/insure/guide_line.do)& WOz A oH, FQ

Axet #HE N ARE ASEEZAF SHoIR9] AYEIA F8 QPFEIF

(http://www.kdic.or.kr/insure/manage_ah_info.do)} £3|R AL A FQ AESZ
(http://www.kdic.or.kr/insure/manage_ai_info.do)& 53 35ttt
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ZAAE SIAHEA(Firth's logistic regression with rare events) FFHE(0]5}, S|AHARA
ERAE FA)S S83HFirth, 1993). ASEA 23, A71(q-1D9] RBC B, FAAKE
H]-E(risk-weighted non-performing assets ratio; RWNA)Z Z}ZF H 5= A4
X(capital adequacy), AHAFEAZd(asset quality) AFEZF 421 7|HL4E F71(g)0l
ASARES TS YT E0| T710k= 2& ERISII o= A EE AR Hls
AL E ASARESES LT fRlo] Aval & 4= o, B4 ApbdAA 71 55
9 AHEEE 52 Yol BAIKAP ARSARESES Wt 7189 oAt AARIES)
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+ o] HAIA] Fof wet tEXIE Rtttk Ul EASAE AP EAAKlife
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T1A] 952 HRASNE Uro] EgetEe] A HAlE 820 RARIH A2,
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7h A2 gE 9 AZ2AAY TN S5 A6 ASARESES ° I felo] AdE=
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5) AAE(2002, “AFTAEZTH =49 v, FEEEHE, A1d A4535, pp.
18-23)2 AlFZAEZSHo] F87|9 ALtz HHset HH A (leverage) HI& S 5
o] Bxoz ZgE £ Quiy FHSIULE Y- AYPF(2018, ‘Y AEAESE WY
o] ul-g o] BA" KIRI BEE(EAL), A448Y, pp. 1-7)2 Q] AAA] digh =g
SIAF AR dge BASH 7oA 20169 Y AEHE N olF AIEARE
SH Igo] Ukt glom, EHTAEC] RS 59 HHOoR g SHS WP
o B4stgct s, #R BEY AEEL 201693 2017490 AA JRgEIRleH,
201640 EFESIALY] AIFAESA  AAEPo]l FEEY, 20179 FASATIE
[FRS17 A& tiuE HHog sl AHEEE 5 tifst 539 AEAESd Udo] 58
ATHEEY3] 1A A2016-155 2 A2017-283).
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25 5 AT 71 S5 Akt pHe R T fASAVE EEECH, T
A 22 F5A BAIZE 7199 71 H ARl A= Gl BeiAe ARt A
7} oln] A=At T3, 5] AT AR S ofYARE, AEEPS St A+
= XY B AR v 7ES 350t Al A EEA] A EAECEY) o
A, A S FARE A 3o et AFE v oR, UaRAo] fARE Al
SRS Y Tl M e 52 4= AUk

WA, FASA & AREERE JPAlo] s 71doll plAle el Bl ] At A
FEUO L, ASEA ] It Aife At =2 fSARE 54 AAEY] 34
A g3 AESE A= o2y} 2tk McConnell and Muscarella(1985)= 7]go] &
SSAN Higt Aol A Al A vt FA18)7) b2 wivt SAE SAISH]
o], FASA SAIZE A RS Atk FAIS7HdE 43k Cooney
Jr. and Kalay(1993)= Myers and Majluf(1984)2] &S Eesto] 7|42 &dA7H4]
7F =9 3= 7HE < Qlvke 7HEslel R4S Aldstalon, 5491 ARVt kS o, A
Al 54 SA7E F7HE #0l= Aol 7Iesiths A gt A8+ ==& =i
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AN §ASAL A 7120l F571 598k QlE A1) Hlgo] ureh 4] wig S Al
7] uho] 27 bt 0] Qg W] gk 7H5 ofo] M RSk &
3, BA Al Fo) F74 UhSS BRIstol SAE b S ABshh BT, R4, A

ARZAT fARIE Tht, S5R39, B4 Al 2R84 (equity dilution)o] -2
7F QA A B, dutdom HYsAe] o MaEA] ¢kom, &3], IFRS17 =9
L UET AEH|E F=0] QAo FE3T Ao WA} 7]—u%o]- Al ZREZHo]
U 529448 5 ARYSU0) o dese o= geiA ok g, B A7e] B 7]
Z10] ofd Untael Aol fAEA AEARSAT} Hiat %S ¥ 4 glome,
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AYALE L83tk
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& FPAe) 4Ag m AEAes U 9, FEgue Wwivk o g e
1zie] 59 el e e Apos OWEJL 880l MYHoR Fagt of i
of, 201743 2018974 WE Fihdo] 20234 =o] AGE IFRSI7O] ot
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83H2001)2 HSARA 380l T3t ALolA], oA pH]E T AFHEE 2= 7]
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ASEA AT7E F3l, FEAEe] YA oR &2 ojxfHlgo] WAl Fgol & 4
152 A5tk Rai(2005)= ASHERE a5k 719E 2ASHITE s Aol o
H, MR Y o], TN TPARR] AAZ ¥ (systematic risk)o] HAE S7I5}
+ o] A=A Ryu and Yu(2020)= ASARESHS EHT 71949] FA9fRo] &
71H o =vt 7, 30 AR T A#E [FolsA WA= Zear BHch
ESE o Mg To= Qls] T7|A 9 oS 23518 Hashe 22 ERISIH.
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AYAT L FE9198] Ao 2w B ARF DT PRAAY 71E S5 T
o] BXow ASARESHS YHsHH(EAS 2002 -891€3] 2016, 2017), °k=
IFRS17%} K-1CS TUE SHE AAI0NA 1S FEejd A 0= Helrt. of2f3t QlakaA|
7} Abdolebd ASAHESAEE TaPohs 7| ARdEE Sk Shs BasIAleL A}
Bz 9 ARARE 59 S0 Alolg BY 20 aliddl 4= Qlrk. wlehA, & ATt
£ HISIAL] AFgE o] tigt 8 ARE Aol xFeh, oj2jgh 8 AHe oFE
T3Pt FAloks B AAdEd oS VR0 R ARSIt 8 JE 5
A3 gL ot 2t BEIAL A8/ digh X

3, F5799) vl 7HA] FEo s BRe 4= Qlrk AHEAAY A®E= RBC HIE, A
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AE2E Grl%ololnet profin) 50, #54 AERE $A7} vl ol k. 2712,

A=Hs} o] A B2 @A) HISh e A9l R 37 Blek O gt

A Z7loln, ol Aol HPA} e) Rahg Wy Yot o) et gepd
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EA0 ARGE A 3IE W} Z40] 4k WS TR k. WA, AREA A AR
& RBC HI&9] AA 218 LnRBOZE A& M, RBC Hl&-2 HA3lAe] 4| 718
A (Total available capita) ¥ I ¥rGSt BQ A RRA(Risk-adjusted
capital) V&2 WeRHTh, 7412 Q1 A2 ot 4] (1)3} £t

(Risk— adjusted captial) } 1)

InRBC=1In{ (Total available capital )

AL A F 2= FARA U RWNAS ARSI, sl W= 34 E7Thd
A Assets) 8] DR Substandard assets), 35212 XK Doubttul assets), 5=
JEA A Loss assers)®] 71s FOE A== 75 FARE HIER ALK A=
A2 ofFf9] 4] (2)<F &,

1
(Substandardassets) X g-l- (Doubt ful assets) X %-‘r (Loss assets)x1

@

RWNA =

(Assets)

494 A= F7]4=0]9] H]E{(net profit to equity ratio; NPE), TA<=2] H]E(net
investment profit to equity ratio; /NVE), E849] H]|E(net insurance profit to
equity ratio; INSE), 1811 FJHo]2E(operating income ratio; O/R)S AR&3IT].
F7140]2](Net profit) 52(Revenue)llA 8- Expense)™ M2A(Corporate
income tax)g A7 0}F-0] 42015 YRt ©7]0]9] v, FAE g, HE
o] HlE WS Z FAE(Lguity) WH] B71e0ld], ERE(Ner investment
profit), BRAEN(Ner insurance profin® HIE&E AMERith. FHo|dE2 I
(Sales) H¥] BBl Operating income) 22 Ar&dtH, ZH2te] A& Al ofafj9] 4]
(3), (4), ), )1 Ut Sk

(Net profit)  (Revenue)— (Expense) — (Corporate income tax)
NPE= =
(Buity) (Byuity) T
INVE= (Net investment profit) )

(Equity) ’
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(Net insurance pmfit)

_ (Operating income)
Ol = (Sales) ©)

TR0 2, 57 A3} 24710 Al it At 573 BR&(liquidity ratio; LIQR
TA A 7t A3 BEFe] Y8t SN Monthly average insurance paymend2] 17 £
71 2 div] 7-a/d AMte) vIES e, Fe AR} Hle(net cash flow ratior NCF)R=
B0l ez AFsk= B Premium paid) i8] BESRIE R1=R= A2 vlg
= UERdt:. 7873 9] AR A (7), @ AR BReR] A2k 4] (9)7 2t

LIQ= (Liquidity assets) )
(Montly average insurance payment) X3’
NCF— (Net investment profit) +(Net insurance profit) % 100, ®

(Premium paid)
upAeto 2 HHSAL I AR WA v[&(LEV)T AANFR(LnTA) W4 ARSSh

o} A HES FARE ] SR Debn 2 AlitotH, bt SR Total
assets)| AFAZTE Ft g ARSI AETA2 oFl 4 (92 4] (10)3 2t

_ (Debt)
EV= gy ©
InTA=In(Total assets). (10)

B0 A1 BB} RO el W50] |2 EAE (Table 2)9] Panel ASH
Zou], wid 749 AR Panel Bol UEhLH 9l £ 3RS o) 7]QS Aol 2

E ) HESIAL & 2670A19] £71d AEe wslelal qlon, TR 77K 201735

Dickey-Fuller) 272 &3 U5 o™, Be A7} P A BRI, 3 A=

© AR ASA] s} 8 AFER A=} FnGuide, S840l Alsshe &
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|E5AEA| AE(Financial Statistics Information System; FISIS)E &3l =55}tk

(Table 2) Financial solvency indicators for insurance companies

Panel A: Descriptive statistics

Mean S.D. Q1 Med. Q3 Skew. Kurt. ADF
LnRBC 5.34 0.35 5.17 5.28 5.39 1.69 7.78 | -4.54**
RWNA 0.11 0.10 0.04 0.08 0.18 0.79 -0.09 | -4.81%**
NPE 0.07 0.05 0.03 0.07 0.11 0.70 1.02 | -3.64**
INVE 0.10 0.20 0.01 0.07 0.12 4.52 29.24 | -5.81%**
INSE -0.03 0.06 -0.05 0.00 0.01 -1.74 3.40 | -4.51™
OIR 1.15 7.47 1.06 2.18 3.76 -5.05 28.78 | -4.22%*
LIQ 296.35 | 521.46 | 148.41 | 200.36 | 289.74 | 10.21 120.66 | -8.74™*
NCF 81.43 83.89 37.02 53.60 85.73 2.65 6.57 | -3.92%*
LEV 13.43 5.81 9.43 13.96 16.54 0.75 232 | -3.58™
LnTA 11.97 1.56 11.42 12.10 12.82 -1.10 2.03 | -3.67*
Panel B: Correlation matrix

(1 | @ ) (4) (5) (6) (7) (8) 9 | (10)

(1) LnRBC| 1.00
(2) RWNA [-0.39** 1.00
(3) NPE  |-0.14™|-0.13* | 1.00
(4) INVE | -0.04 |-0.20" 0.06 | 1.00
(5) INSE  |0.22**|-0.16**|0.51***|-0.46*** 1.00
(6) OIR  [-0.36™* 0.13* | 0.07 [-0.34**0.51**| 1.00
(7) LIQ 0.53***1-0.16**| -0.06 [0.18**|-0.17**|-0.76** 1.00
(8) NCF  |0.39™*[-0.44** 0.11 |0.73**|-0.20**-0.61***0.53**| 1.00
(9) LEV  [-0.67**0.18**]0.61™*| 0.08 | -0.03 |0.14** |-0.21**-0.14**| 1.00
(10) LnTA | 0.02 | -0.04 | 0.14** |-0.48***0.53** | 0.68™**|-0.47**|-0.51** 0.01 | 1.00

Notes: 1) Panel A shows the descriptive statistics for the financial indices, and Panel B shows
the correlations among the indices.
2) Mean and S.D. denote the mean and standard deviation values, respectively. QJ,

Med.,

and Q3 each denote the first quartile, median, and third quartile

observations, respectively. Skew. is the skewness, and Kurt. is the kurtosis of the

sample data distribution. ADFindicates the augmented Dickey-Fuller test results.

3) ** ** and * indicate the significance at the 1%, 5%, and 10% levels, respectively.
Source: FISIS, FnGuide, and KDIC.
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912 4= 91w, (Table 392 QA SIet 8 AFRL5o0] HAlA§ao] wret 414 Kol
7} A Auit S AEEIARE & 157P} 9lom, SSEEAR: 11714} 9)
o WA, A A S Auue, dubeo e EusiAe] RBC Hlge] LsjuAt)
RBC HI&HTE 2 22 S18 4 9k 4ol A\ 9] Qglololge Aljshe, A2 of
o] 97]¢0l0], Falto], Bido] miolA] BEEEAE S Sole Kol A U 5
oIk, 54 AL O] 95 MR} B SR IS T AL BE AEREA) S o
o, EEHAL Apilo] SSEHAL AT o §EA0] ki @ 4 Sk v, B
HIES SHRFARE 0,15, FPRAAE 0,08, SR AEERARG 5 W) 7t
o] et} mhAjaro 2 aelA] Wt AR A AEEEAE 2 A & 4 9t 5
2 AES el v WA AR} ARHoR o AU HAlEm, &
BRARE © 7 AT AT AT 0 BAlsh A0 R e 4= ek

(Table 3) Financial solvency indicators for life and non-life insurance companies

Life insurance company Non-life insurance company

Mean S.D. Mean S.D.
LRBC 5.42 0.38 5.21 0.28
RWNA 0.08 0.08 0.15 0.10
NPE 0.10 0.04 0.02 0.02
INVE 0.11 0.26 0.09 0.05
INSE -0.00 0.05 -0.06 0.05
OIR 0.37 9.67 2.23 1.73
LIQ 377.69 670.53 185.44 102.19
NCF 109.72 101.23 42.85 10.96
LEV 14.51 5.89 11.96 5.40
LnTA 12.07 1.76 11.83 1.23

Notes: 1) This table shows the descriptive statistics for the quarterly dataset of insurance
companies financial solvency indicators.
2) The columns labeled Mean and S.D. denote the mean and standard deviation
values of the given variables, respectively.
Source: FISIS, FnGuide, and KDIC.
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ZHEA7|IE UL MERHESH Ul WHHHASL SHEHME MU0 B/

BTt BRI AEAEET welo] Bt PETA WS 201640 2= of
4g) T2 71700] 1A Hohe A7} oIk olo] 2

(Table 4) Determinants of hybrid bond issuances (full sample)

(1) (2) () (4) (5) (6) (7) (8) (9)
Intercept 6.563 |-10.192**-8.420** | -8.670™* | -6.708** | -9.199™* | -7.625** | -7.295** |-11.265™*
PHa2n) | 659 | 68D | (499) | (3.88) | (6.25) | (5.45) | (496) | (6.43)
4767
LHRBC1-1 (680)
5.779*
RWNA[’] (336)
7.981
NPE(*I (227)
2.327
INVEt*l (139)
1.300
INSE(’] (003)
-0.068
OIRt-l (250)
0.0003
LIQ[-I (164)
0.002
NCF{-I (021)
0.084*
LEVH (273)
LaTA 1.248* | 0.531* | 0.397 0.454 0.316 | 0.523* | 0.378 0.348 | 0.582*
T 613) | 317 | @21 | 232 | (1.40) | (3.12) | 2.20) | (1.98) | (3.35)
Converge| Yes Yes Yes Yes Yes Yes Yes Yes Yes
AIC 76.25 78.99 80.13 78.17 80.34 70.67 61.02 05.81 70.81
Vid 0.0400 | 0.0244 | 0.0193 | 0.0118 | 0.0090 | 0.0154 | 0.0120 | 0.0089 | 0.0197

Notes: 1) Each column, labeled (1) through (9), denotes the regression result using a given
financial solvency factor as an explanatory variable.

2) The figures in parentheses indicate the Wald statistics. Converge indicates the
convergence of the maximum likelihood estimation; AIC is the Akaike’s
information criterion values for model fitness; & is McFadden's pseudo-R°.

3) ** ** and * indicate the significance at the 1%, 5%, and 10% levels, respectively.
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SREAZIE ST MBS WY YDA AHEHAE FYo

APEIA 2 YolA e ARV 2 HAASE ASAESds 23T 7Is-go]
ol Ak Tl £ 4= Utk HH, AA| 2 BA0IA Rt gl SRI=EE FAR

(Table 5) Determinants of life insurance firms’ hybrid bond issuances

@ 2 ®) 4 (5) ©) @ 8 9
Intercent 9.355 | -7.468* |-9.885**| -7.246* | -6.033* |-8.561**| -6.786* | -5.917 F10.665**
Pl 022 | 372 | (4.08) | 3.08) | 3.14) | (4.16) | (.47 | (2.20) | (4.10)
-4.664™**
LnRBCi1 (.61)
4.509
RWNA[-l (123)
10.246
NPEt—l (181)
1.669
INVE{*] (066)
-4.533
INSE(*] (021)
-0.061
OIRt—l (167)
0.0003
LIQt*l (108)
0.0002
NCFe (0.00)
0.082
LEVt-l (194)
LnTA 1.006* | 0.355 | 0.488 | 0.361 | 0.279 | 0.483 | 0.326 | 0.267 | 0.542
1 B74 | 1.43) | 20D | (1.32) | (1.06) | (.11 | (1.35) | (0.85) | (2.17)
Converge| Yes Yes Yes Yes Yes Yes Yes Yes Yes
AIC 50.07 | 53.37 | 54.52 | 51.69 | 54.81 | 44.36 | 34.53 | 39.77 | 44.71
Ve 0.0508 | 0.0209 | 0.0216 | 0.0108 | 0.0085 | 0.0179 | 0.0125 | 0.0089 | 0.0214

Notes: 1) Each column, labeled (1) through (9), denotes the regression result using a given
financial solvency factor as an explanatory variable.

2) The figures in parentheses indicate the Wald statistics. Converge indicates the
convergence of the maximum likelihood estimation; AIC is the Akaike’s
information criterion values for model fitness; & is McFadden’s pseudo-Z°.

3) ** and * indicate the significance at the 5% and 10% levels, respectively.
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2= qlct tx] wWeld, A7)of © BARAL H| o] =9ke] £a)H FRIRNE o] AR
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(Table 6) Determinants of non-life insurance firms’ hybrid bond issuances

Q)] 2 3 4 (5) ©6) @) (8 €)l
Intercent 1.283 |-10.888| -4.244 | -4.894 | -3.667 | -4.868 | -1.938 | -2.669 | -3.926
PU 0.02) | 19D | 0.65) | (051 | 0.4D) | (0.52) | 0.04) | (0.30) | (0.52)
-1.406
LHRBCt-l (040)
9.235*
RWNAt-l (308)
-5.808
NPEt-l (018)
7.272
INVE (0.40)
-1.884
INSEt—l (003)
-0.126
OIRt—l (010)
-0.001
LIQur (0.03)
-0.016
NCFt—l (012)
0.011
LEVes (0.01)
LnTA 0.256 | 0.513 | 0.118 | 0.103 | 0.050 | 0.185 | -0.063 | 0.035 | 0.071
i 0.18) | (0.73) | (0.07) | (0.04) | (0.0D) | (0.09) | (0.01) | (0.01) | (0.03)
Converge| Yes Yes Yes Yes Yes Yes Yes Yes Yes
AIC 26.79 | 28.66 | 31.18 | 30.26 | 30.10 | 23.52 | 15.85 | 19.18 | 20.65
R 0.0035 | 0.0352 | 0.0018 | 0.0042 | 0.0003 | 0.0010 | 0.0003 | 0.0014 | 0.0004

Notes: 1) Each column, labeled (1) through (9), denotes the regression result using a given
financial solvency factor as an explanatory variable.

2) The figures in parentheses indicate the Wald statistics. Converge indicates the
convergence of the maximum likelihood estimation; AIC is the Akaike’s
information criterion values for model fitness; & is McFadden’s pseudo-®°

3) * indicates the significance at the 10% level.
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Abstract

This study investigates the Korean domestic insurance industry and reveals
the determinant factors of insurance companies decisions to issue hybrid
bonds. Employing the logistic regression with rare events, we find that some
financial solvency indicators affect insurance companies hybrid bond
issuances in the near future. Particularly, life insurance companies issue hybrid
bonds when their risk-based capital ratios are low, indicating that these
companies decide issuances considering the imminent regulatory changes in
the international financial accounting standards, which is the IFRS 17, and the
K-ICS. Non-life insurance companies choose to issue the bonds when their
risk-weighted non-performing assets ratios are low, to improve their asset
quality. In addition, this study points out some potential side-effects of

excessive issuances and proposes to reinforce the supervisory regulations.

% Key words: Firth's logistic regression with rare events, Hybrid bond,
International Financial Reporting Standards, Life insurance

company, Non-life insurance company, Risk-based capital ratio








