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Abstract

After the renovation of financial market and the establishment of
financial holding company in Taiwan, insurance companies, banks and
security institutes will not operate independently, and their efficiency on
operation will affect themselves. Subsidiary companies not only focus on
efficiency on operation, but also measure variation of risk on operation to
achieve a balance between risk and return.

This study applies the concept of Risk-Adjusted Return on Capital
(RAROC) to measure efficiency on operation of non-life insurance
company in financial holding company. The empirical analysis is
conducted based on the financial data of non-life insurance companies in
Taiwan during the period of 1984-2003.

The empirical results are summarized as follow.

1. Base on traditional financial ratios, the underwriting efficiency of
Fubon is the same as the other companies, but in the part of
investment, Fubon is more efficient than other companies.

2. Based on Risk-Adjusted Return on Capital for measuring underwriting
efficiency:

(1) Fubon and old local companies are the same efficient for total

business.

(2) Fubon is significantly more efficient than other companies for

the retained business.

3. Based on Risk-Adjusted Return on Capital for measuring investment
efficiency, Fubon is better than other companies.
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