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Abstract

The mechanism of determining the technical interest rate and how supervising it has been
one of the issues and challenges of the life insurance industry. This issue is important for
insurance companies because of its impact on profitability and competitiveness. It is also
important for the regulator because of its impact on the observance of policyholders' rights.
Therefore, the purpose of this study is to explore all the necessary issues in determining the
technical interest rate. The research method was documentary and questionnaire based.

Thus, the analysis of the roots of technical interest rates, types of models for determining
technical interest rates and identification of variables that should be considered in
determining it and how and quality of monitoring it, has been done using the documentary
method to the governing frameworks. Then, based on the results, a questionnaire was
designed to confirm and complete the framework and sent to relevant experts. The results of
the study show that based on the reviewed studies, the use of time series models is the main
method of determining the technical interest rate in insurance companies, but in some cases,
structural models have also been used.

But in Iran, the use of time series models for determination of technical interest rates are
not mentioned by experts and the majority of experts support structural models that taking
into account the economic variables including inflation, interest rates, exchange rates and
gold respectively (in order of importance) to determine technical interest rates. In the field of
supervision, although there are different patterns, but the use of interest rates on long-term
bonds with the highest credit rating, has been the common denominator of all countries to
determine the maximum technical interest rate. It seems that the high weighting of experts
on the variables of inflation, exchange rate and gold in Iran is due to the sharp fluctuations in
the value of the national currency, which is the outstanding difference between Iran and other
countries under study. Finally, based on the research findings, some policy recommendations
are provided.

Keywords: Technical interest rate, Guaranted interest rate, Life insurance, Discount rate,
financial supervision.



