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Influences It Has on Insurance Institutions’ Assest Liability
Management by Insurance Capital Participate in Affordable
Housing

ZHANG Daijun, BAO Weiwei

Zhejiang University of Finance and Economics, Hangzhou, China, 310018

Abstract: This paper demonstrates that insurance capital participate in affordable housing construction meet the
needs of insurance company assets liabilities management. And make a study about influences it has upon insurance
institutions’ optimizing investment structure by insurance capital participating in affordable housing constrction.
Utilizing assest liability managemnt can optimize insurance capital allocation, and it can scheme out investment
variety structure, term structure and interest rate structure. Nature of insurance capital decides it pursues the match
between assest and liability, especially the match between in yields and durations. Insurance capital has the
characteristic of long term, large scale, high stability, high security requirements, low demand of yields. Affordable
housing has public nature, and it is a long term, large demand, produce effective slowly. It is a policy project which
belongs to the state investment, so the risk is low. Nature of insurance capital accords with the choice of participating
in affordable housing. The main investment channels of Insurance capital in China including bank savings, bonds,
securities investment funds and stock. Recently, anlong with the broaden of investment channels, it is allowed to
invest in real estate, however, as yields is higher, risk is also exists at the same time. Because affordable housing has
quasi-public product attributes, so the risk is lower compared with other assets. Insurance capital participate in
affordable housing construction not only could lower the risk, but also can gain stable yields, what’s more, it could
optimize overall assest allocation structure. The main Influences it has on insurance institutions’ assest liability
management by insurance capital participate in affordable housing are: make asset and liabiliy match on the term and
structure, optimizing the whole capital portfolio, lower the risk caused by sigle asset proportion occpy too much
weight to higher the whole systematic risk. This paper based on VaR model, Markowitz mean variance model, use
Local Treasury Bonds yield rate as data source to leverage yield rate of participating afford housing by insurance
companies, so we put forward the conceive of positive analysis about insurance capital participate in affordable
housing optimze asset liability management. The innovation of this paper is the conbination of insurance capital
participate in affordable housing and asset liability management, and states the influences it could have for
insurance institutions.

Keywords: insurance capital, affordable housing, assest liability management
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