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Empirical analysis of market discipline in the insurance industry
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i i Insurance Business Law amendment, liberalization and deregulation in the
insurance industry has been progress. For policyholders, the importance of choosing the insurance

company when they will buy insurance contracts has increased.

I analyze the correlation between variables about the financial soundness of life insurance
companies, and the variables about the insurance contracts such as direct premium written, number of
insurance contracts, number of new contracts, termination ratio. Next, | regression analyze based

on the results from the correlation analyze. | consider the possibility that there is market
discipline in life insurance market of Japan.

As a consequence, in the life insurance market, there is a possibility that market discipline is
functioning in case of rating information and solvency margin ratio become better. But it is very

limited.
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