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An Statistical Analysis of the Trend of Life Insurance Business
in relation to Social/Economical Factors

Why does a person buy a life insurance policy? This is a appealing question for not only actuaries but
also anyone who is involved in the Life Insurance industry. Generally, the trend of business volume can
be analyzed by applying theories from social science or economics. For life insurance, there has been
some works that took such approaches.

This paper is to analyze the trend of life insurance business volume and to interpret the results from an
actuary's viewpoint. Recently, as a result of ongoing liberalization in Japanese financial market, various
new life insurance products have become available, and it occurs that the surrender-value is established
assuming certain surrender patterns. For example, assuming that the changes in interest rate level has
have a significant impact on the policyholders' surrendering actions, there are some products the
surrender values of which reflect the current interest rate so as to protect the insurance companies from
possible losses. Further, a product with lower premium rates than usual was developed reflecting

surrender values set at a low level.

Then, for actuaries, it seems useful to re-examine the analyses of the business trends of life insurance,
and to apply the knowledge obtained, including the knowledge regarding the methodology and the
limitations of the approach, to maintain the soundness of the finances of life companies.

This paper analyzes the business trend of life insurance using the regression analysis between the policy
amount and some social or economical factors, and gives some implications on the results and this

method.
The main findings are:

- When one analyzes the total volume of sum insured in-force, there are two methods. One method
analyzes the sum insured in-force itself, and another focuses on changes in the volume. Considering that
the policy contract extend over a long-period and there are the conversion and successor after expiring, it
is effective to analyze the trend of the amount of increase, too.

- In this paper, analyzing the relation between the volume of sum insured and social/leconomical factors
in various ways, it is shown that the functional relation between the growth rate of sum in-force and the
level of income, the unemployment rate, the prices, the population of advanced age, the interest rate and

the life span as socialfeconomical variables.
- Correlation between demand for life insurance and socioeconomic factors are found to be higher in

recent years than during the period of high economic growth. It might be because changes in
socioeconomic factors directly affect the demand for life insurance in a mature life insurance market in

recent years.

Kouhei Yamada
(Dai-ichi Life Actuary Dep.)



