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Disclosure and Portfolio Selection in Life Insurance Markets

AOBA Nobuko *

Data from many countries indicate that over ninety percent of bankruptcies of life insurers are due to failures in financial risk

management. The contract period of life insurance is long, whereas that of loans is generally less than 10 years in Japan. The risk

of price fluctuation is therefore large in a life insurance market. If a life insurer has many bad loans, its probability of bankruptcy is

high. Consumers cannot distinguish good insurers from bad insurers. Disclosure helps consumers to distinguish good insurers. This

paper examines disclosure and portfolio selection in a life insurance market. It is proved that disclosure increases good loans, and

consequently increases social welfare.
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