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The Influence of Low Interest Rate Environment

on the Solvency of Life Insurance Companies in China

ZHANG Lianzeng, HAN Zhiying
(School of Finance, Nankai University, Tianjin 300350, China)

Abstract: Under the “new normality” of China’s economic operations, the low interest rate environment may be maintained for
a long time. This paper analyzes the impact of the low interest rate environment on the solvency of life insurance companies
from the aspects of product features of debt and capital use of assets. Sample firms are chosen to conduct an empirical study,
and scenario test is used to simulate the impact of interest rate fluctuations under low interest rate environment. The results
show that in order to improve the insurance solvency, life insurance companies should decide reasonable predetermined interest
rates and avoid excessive sales of universal insurance products. In addition, life insurance companies need rationally allocate
all kinds of assets and realize the coordinated interaction between assets and liabilities.

Key Words: low interest rate environment; life insurance companies; asset liability management; solvency; interest rate

risk ; reserve ratio; monetary policy; C-ROSS; universal life insurance
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