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Marketization of Interest Rate and Risk of Insurance Industry:

An Inhibiting or Promoting?

Abstract: Interest rate risk management is the key concepts of insurance asset-liability matching. Using
the reform of interest rate as an exogenous shock and 205 domestic insurance companies' data from
2009 to 2020, we empirically examines the effects of interest rate marketization on insurance institutions'
risk and further explores the heterogeneity of insurance institutions' risk levels under internal business
attributes and external regulatory environment. The results show that interest rate marketization
significantly increases the risk of insurance institutions, especially life insurance companies, which were
mainly asset-driven liabilities before the "Solvency II" policy. Based on the findings, we propose policy
recommendations for deepening the reform of interest rate and improving the interest rate risk warning
system.

Key words: interest rate marketization; operational risk; asset-liability matching
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