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Analysis of Insurers’ Asset Management Behavior

In financial markets, institutional investors adopt procyclical or countercyclical
investment strategies depending on their debt structures. Insurance companies,
known for their stable long-term debt holdings, are often seen as
countercyclical investors who contribute to market stability by adjusting in
opposition to asset price fluctuations. However, several international studies
have found cases of insurance companies engaging in procyclical investment.
This study aims to empirically analyze the asset management behavior of

institutional investors, focusing on domestic insurance companies.

The analysis reveals that insurance companies exhibit a predominantly
countercyclical approach to asset management in the overall bond, government
bond, and stock markets, thus promoting market stability. Specifically, in both
the overall bond and government bond markets, insurance companies tend to
increase net purchases when interest rates rise and bond prices fall, thereby
mitigating price declines. This behavior distinguishes them from securities
companies and mutual funds, which tend to exhibit procyclical investment

behaviors.

The countercyclical asset management behavior of insurance companies varies
with changes in the financial environment. Their countercyclical investment
weakens during financial crises and periods of rising interest rates but
strengthens during periods of declining interest rates. However, no clear impact
of the financial condition of insurance companies on their asset management

behavior was found.
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