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Abstract

Focusing on life insurance companies in Taiwan and using the
data from 2000 to 2017, this paper aims to investigate the impact of
foreign exchange risk of life insurance companies and hedging of
derivative financial products on the foreign exchange reserve. The
empirical results show that when the foreign exchange risk of insurers
1s higher, it will have a positive effect on the foreign exchange reserve.
Firm using the hedging of derivative financial products could
significantly reduce the impact of the foreign exchange reserves.
Finally, as insurers with lower foreign exchange risk and usage of
derivatives for hedging jointly and significantly reduce the level of

foreign exchange reserves.

Keywords: Foreign Exchange Reserves, Foreign Exchange Risk,
Derivative Hedging, Insurance
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R F S )

SR : I " 2 3
iR Rk TRk RIE 10% 50% 90%
Ln(*h 5= 2% &) 1,013 12.669 2.158 9.577 12.712  15.372
b g 1,013 2.024 7.358 9.596 12.522  9.878
ot g 1,013  0.799 0.781 0 1 1
Bk g 1,013  0.201 0.356 0 0 1
b b &R 1,013 -92,245 810,585 -4,006 0 276
R £ ER 1,013 -514 16,344 0 0 0
In(*t®< % %6 £%) 1,013 68,952 867,876 -127,568 0 236,252
Ln((a 3 4) 1,013  18.668 2.104 16.548 18.867 21.315
Ln(3 % L %) 1,013  15.700 1.941 13.100 15.689  18.443
[ ])] &2y G Ema & o
F 2~ ApRE ik
GRS S (1) (2) 3) 4) (5) (6) (7) (8) ) (10
(1) LnCvhfig) 1
2) ER% 0.0378 1
3) =& hER% 0.446  -0.2793* 1
4) §hegs -0.843  0.0778* -1 1
(5) Ln(RF 2) 0.8600* -0.0554 -0.1842%* 0.1842* 1
LrepFiE
(6) g 0.0800* 0.008  -0.0032 0.0032 0.1066* 1
(7) Ln(i& % A48 5) 0.8283* -0.0719* -0.2093* 0.2093* 0.9211* 0.1034* 1
(8) @k £%F -0.1980* 0.0259 0.0317 -0.0317 -0.1955* -0.2346%* -0.2438* 1
(9) crEEREFE  -0.0279 -0.0019 -0.0158 0.0158 -0.0087 0.0031 0.0336 -0.0036 1
Ln(*t =2 & %
(10) # 4 37) 0.0845* -0.0036 -0.0449 0.0449 0.1286* 0.1011* 0.1498* -0.4380* 0.0218 1

(Gm ) sy Bt fFma = o
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Z 3 mggds o PR gy

3Rk A1) #3Q) #31(3) -3 (4)
W #cof 11.489%** 11.479***  11.495%** 1]1.458%**
(32.608)  (34.562) (35.103) (32.368)
(O A 0.060%**
(2.828)
o 59.816%**
(3.734)
ARG -17.406%**
(-4.914)
TGk TR gk ok T 0 0.779*
(1.937)
foobrghig b wilt g -3.882%**
(-2.715)
SRR -1.8971%** ] 373%** -1.373%**  -1.801%**
(-4.200)  (-3.453) (-3.453) (-4.313)
Ln(*t %< % £%F) 0.202%**  (.275%%* 0.275%**  (0.170%***
(3.033) (4.542) (4.542) (2.744)
bR £ 3R -1.679 -1.475 -1.475 -1.615
(-0.689)  (-0.695) (-0.695) (-0.718)
Ln(?t 2 % % £ %) -0.346%**  -().354%** -0.354%**  .(0.356%**
(-6.688)  (-7.751) (-7.751) (-7.401)
Ln(GA 5 2) Q77T+ ¥ el (3] 9% % 1.019%***  (.850%***
(5.833) (7.114) (7.114) (6.646)
Ln(%4E %) 0.018***  (.022%** 0.022%**  (.017***
(8.282) (9.917) (9.917) (8.542)
A # 859 1,013 1,013 1,013
[ RANETS 32 32 32 32
AR R 0.658 0.641 0.641 0.647
v 1,507***  1,386%** 1,386***  [,559%**
[P ] @ kg B a2 o F v 30 nl L7 & 10% ~ 5% ~ 1% 7 i -k 3

TE S nkgFE M o ()¢ andicid i ¢ B (s-statistics) ©
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