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Business Homogeneity and Risk Co — movement of Life Insurers
WANG Xiangnan

( Chinese Academy of Social Sciences)

Abstract: Does the business homogeneity among individual institution play as a source of systematic risk of the
financial industry? In recent years China’s life insurers” product distribution and geographical distribution be—
come more diversified however the product and geographical distribution among life insurers show “homogene—
ity” tendency; and the co — movement in payment risk investment risk and insolvency risk all have increased.
This paper further analyses the mechanism that life insurers” business homogenization affects their risk co —
movement discussing several possible effects. Then based on paired samples the paper handled the endoge—
neity of business homogeneity by introducing instrumental variables from the time and geographical dimensions.
The regressions show that ( 1) from absolutely different to absolutely homogeneous both the investment risk
co — movement and insolvency risk co — movement between two life insurers will increase more than ten percent—
ages; (2) the relation between product homogeneity and payment risk co — movement is nonsignificant; and
(3) geographical homogeneity hasnt significant influence on the three types of risk co — movement. Finally
this paper put forward policy suggestions from three aspects including life insurers insurance industry and the
financial system.

Key words: Business Homogeneity Risk Co — movement Insurance Contagion Endogeneity
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