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The Effects of the Investment Constraints in the
Insurance Law on the Investment Efficiency of the
Insurance Company: An Empirical Study of Taiwan
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Abstract

The various revisions of the constraints some become more stringent while some
get loosed and the inconsistency among the literature leave us inconclusive assessment
about the effects of the insurance law revision in 1992. The purpose of this paper isto
empiricaly examine the effects of the investment constraints by testing the resulting
changes in the investment efficiency of insurance companies from the revision.

We found that the revision in 1992 does not have impact on the rate d return but
raise the risk of insurance companies investment portfolios. Our results imply that the
revison of the investment constraints shift the efficient frontier rightward. The
rightward shift of the efficient frontier causes insurers to raise the risk of their investment
portfolios to maintain the origina investment return level. Our paper finds that the
revision in 1992 adversely affects the insurance company and should be modified.
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