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Risk management of property-lability insurance companies
listed in Egyptian exchange using stress testing

Abstract:

The study aims to develop a risk management framework of
property— liability insurance companies listed in the Egyptian
exchange using stress testing to identify the impact of economic
shocks on insurance companies during the period from 2007 to
2020. The paper adopts the principal component analysis (PCA)
as a main device to interpret various financial information
contained in ratios of insurance company to identify the impact
of the response of these indicators to critical events using vector
autoregressive model (VAR) and statistical scenarios through the
impulse-response function. The results confirm that there is
significant impact of unemployment rate, interest rate and foreign
exchange reserves shocks on insurance market.

Keyword:

Risk management; property-lability insurance company; stress
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HlaY elil) il bgral) chlad¥ bl Y alatial Galll
oo ol claall F e Capnll il shaneg dnlyll cilgally lyhlie
Cs QLAY Golia Bwad) SIS el GIGE gl ) Slall
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Period RESERVE INTEREST UNEMPLOYMENT PC1TOTAL

1 0.137834  -0.248655 0.327115 0.214128
(0.13132)  (0.11890) (0.08742) (0.04199)
2 0.379551  0.024224 -0.333313 -0.351761
(0.19679)  (0.18272) (0.18409) (0.16934)
3 0.350602 -0.350932 0.201117 0.374127
(0.22420)  (0.24267) (0.32318) (0.34358)
4 0.427156  0.021104 -0.706019 -0.528321
(0.33564)  (0.39140) (0.56567) (0.58500)
5 0.235145 -0.507585 0.249617 0.591918
(0.39482)  (0.56217) (0.89769) (0.98971)
6 0.284586  0.136738 -1.022573 -0.796025
(0.50391)  (0.79374) (1.36243) (1.46803)
7 -0.022198  -0.619686 0.564147 0.938973
(0.62656)  (1.14595) (2.01025) (2.22783)
8 0.092701  0.413519 -1.318886 -1.201839
(0.73925)  (1.58803) (2.87578) (3.16563)
9 -0.303796  -0.742481 1.175854 1.476557
(0.97373)  (2.21737) (4.08955) (4.52263)
10 -0.023065  0.839014 -1.726767 -1.833087
(1.15019)  (3.06369) (5.65672) (6.27963)

Cholesky Ordering: RESERVE INTEREST UNEMPLOYMENT
PC1TOTAL
Standard Errors: Analytic
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