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Abstract

Abstract

With China's entrance into WTO the insurance industry connects further
with the security market, and its investment choices and asset structure have been
more and more widening. But insurance industry started late in China and the
appropriate investment instruments are very short for insurance companies.
Especially the insurance regulations on the choosing of investment instruments
are relatively strict. The above facts in some degree lead to the weakness of
investment risk evaluation and management in domestic insurance companies. So
facing the current opportunity and challenge, insurance companies must enhance
risk management and pay more attention to various risk evauation techniques
that can be used in insurance company’s investment risk management in order to
keep its continuous solvency and profit ability.

VaR technique is a new risk management method that has been developed in
1990's. As a quantitative model to measure and control financial risk, it is easy to
understand and apply and has extensive application fields so as to have more
practical and referential significance. At present VaR technique has become one
of the main methods to measure market risk, assess achievement and expose
information in international banking, insurance and security industries. This
thesis used the risk management method---VaR and the practice of Chinese
Insurance companies investment funds to do some demonstrational research on
risks insurance companies bore with the investment funds and propose some
applications of VaR method in risk evaluation of Chinese insurance companies,

which might be the initial preparation for the establishment of risk management
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system for Chinese insurance companies, as institution investor, entering the
capital market directly.

This thesis consists of five chapters. Chapter one is an introduction,
discussing the purpose, meaning and structure of this thesis. Chapter two is
literature review including VaR’s history, its definition and principle. Chapter
three is an introduction of several common VaR calculation models and their
comparison. Chapter four explains the method of VaR's efficiency test. Chapter
five is about demonstrational research on VaR to evauate the risk insurance
companies bore with the investment funds. This chapter mainly used
Variance-Covariance method and history simulation approach to calculate VaRs
of funds return and security investment fund portfolio(top ten)of the three major
insurance companies( China life insurance company, China pingan insurance
company and China pacific insurance company), which might evaluate the
market risk of china insurance companies. And then there is a conclusion,
Summing up the research results and further discussing the defect and developing

direction.
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