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Abstract

The purpose of this study is to analyse the influence of product portfolio and interest
rate on the lapse ratio. This issue is very important because of the recent introduction
of IFRS and CFP. The fixed-effect model and the random-effect model are estimated
with using panel data and the Hausman test is employed in order to select a model.
The results of this study is summarized as follows. Firstly, the random effect model
is selected. According to the model, the lapse rate increases as the portfolio of sav-
ings plan, sickness, and death increases and the interest rate is high. Secondly, health
insurance and variable insurance product show a negative relationship with the lapse

rate.

Keywords: Fixed-effect model, lapse rate, life insurance, random-effect model.
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