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Abstract In this paper, value relevance of the level of dependence on separate accounts in non-life-insurance
companies is studied. As noted by Shim et al. (2015), the separate accounts of insurance companies consist
of contracts with different attributes from the general accounts, so it is likely that firm value will vary
depending on the insurer's dependence on the separate accounts. Thus, in this paper, an empirical analysis
has been conducted using quarterly financial data and stock price data from domestic listed
non-life-insurance companies from 2011 to 2018. The analysis shows that variables representing the level of
dependence on separate accounts have a significant negative relevance to firm value. These results may
suggest that changes in the proportion of a non-life-insurer's separate accounts may result in a change to
its firm value under the same net assets and net income scales in aggregate accounts. This study provides
management implications for the operation of separate accounts from the perspective of maximizing firm
value. In addition, this study suggests that disclosure system improvement would be necessary to more

directly report the operational performance of the separate accounts.
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Table 1. Separate Account Contracts

Types ) )
of Contracts Insurance Contrasts in the Type
* Pension Savings Life Insurance Contract
* Pension Savings Non-Life Insurance Contract
Principal * Retirement insurance contract
and * Tax-assisted Individual Pension Insurance
Interest Contracts
Guaranteed |* Long-term damage insurance contract
Type * Asset-linked insurance contract
* Retirement pension principal and interest
guaranteed type insurance contract
Performance |°* Retirement Pension Performance Dividend
Dividends Type Insurance Contract
Type * Variable Insurance Contract
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Where, MV;, is sum of the market capitalization

of common and preferred stocks of firm ¢ at the
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end of year t. BV, is net assets value of firm i
at the end of quarter t. NI, is net income of
firm ¢ in quarter t. MV;,, BV,, and NI, is

calculated by dividing the beginning asset values.

RSA; (RSV;,) are relative weight of the separate

account assets(policyholders reserves) to the total
assets of firm 4 at the end of quarter t. LOSS;,

is a dummy variable that takes a value of one

when firm's net income is negative, zero

otherwise. LNA;, is the log of firm i’s total asset
value at the beginning of quarter t. RBC;, is the
solvency margin ratio of firm ¢ at the end of
quarter . ZQRT is dummy variable to reflect

each quarterly features.
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Table 3. Descriptive Statistics

Mean | Std. Dev MIN Median MAX
MV 0.1302 0.0741 0.0263 0.1223 0.3799
BV 0.1066 0.0438 0.0052 0.1014 0.2102
NI 0.0028 | 0.0035 | -0.0274 | 0.0029 | 0.0096
RSA 0.1033 | 0.1081 0.0087 | 0.0677 | 0.4666
RSV 0.1042 | 0.1076 | 0.0086 | 0.0671 0.4621

Where, MV is sum of the market capitalization of common
and preferred stocks. BV and NI denote net assets value and
net income. MV, BV and NI was calculated by dividing the
beginning total asset values. RSA(RSV) is the ratio of separate
account assets(policyholders reserve) to the aggregate account
assets.
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Table 4. Pearson Correlation
MV BV NI RSA RSV
1.000
MV <.0001
0.932 1.000
BY <.0001 <.0001
NI 0.495 0.525 1.000
{.0001 <.0001 <.0001
RSA -0.579 -0.551 -0.239 1.000
<.0001 <.0001 0.002 <.0001
RSV -0.581 -0.551 -0.244 0.999 1.000
<.0001 <.0001 0.002 <.0001 <.0001

The upper line in the compartments where each variable
meets showed correlation coefficient and the lower line
showed p-value of them. And all variables are defined as

Table 3.
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Table 5. Results of regression

Dependent Variable : Firm's Value

Equation (1) Equation (2) Equation (3)

Coef. | t-value | Coef. | t-value | Coef. | t-value
Intercept | 0.584 | 4.99 0.562 | 5.02 0.560 | 5.03
BV 1.632 [13.98" | 1.617 | 1408 | 1.617 |14.09
NI 0.473 0.34 0.579 0.45 0.578 0.45
LOSS -0.004 | -0.50 | -0.006 | -0.75 | -0.006 | -0.76
RSA - - -0.050 | -2.84 | - -
RSV - - - - -0.052 [ -2.92"
LNA -0.020 | -5.33 | -0.019 | -53" [-0.019 | 53"
RBC -0.031 | -1.84 | -0.019 | -1.18 | -0.018 | -1.14
QRT Included
adj. R2 0.8892 0.8920 0.8922
Max(VIF) 5.91 6.59 6.62
F-value3) - 486" 516
Vuong’s z - 2)vs(3):-1.01

1) Definitions of each variable are as given in Table 3.

2) * %k qndjcate significance at the 1%, 5% and 10% levels,
respectively (two-tailed).

3) F-value is F-statistics for testing the difference in explanatory
power with regression formula (1).
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