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Extended Abstract

Introduction
Based on Wilson's model, the present research has attempted to model Solvency in insurance companies
using the Bayesian averaging model.

Literature Review

Risk management is one of the most important methods used especially in insurance companies in order to
obtain more profit. Solvency is one of the most important indicators that depict the financial status of a
financial institution in general and an insurance institution in particular. Solvency indicates the ability of
an insurance company to meet long-term financial obligations. As a result, it is important for insurance
companies to adhere to these long-term commitments. Bankruptcy can happen in any organization, and the
insurance industry is no exception; Therefore, providing a model that is able to predict the probability of
decline in wealth in terms of the effects of internal and external variables can play an effective role in
increasing the effectiveness of this index.

Research Methodology

This research is practical in terms of purpose and correlational in terms of nature. In order to achieve the
goal of the research, the number of 27 insurance companies admitted to the Tehran Stock Exchange during
the years 2005-1 to 2020-4, their selection and information was used in the estimation of the model.

Results

Based on the results, among the BMA, TVP-DMA, TVP-DMS models, the BMA model has been evaluated
as the most efficient to identify the most important variables affecting the level of Solvency. Based on this,
40 variables (in 2 categories of pre-warning indicators and monitoring indicators) affecting Solvency were
included in the Bayesian averaging model, and based on the previous probabilities, 13 variables were
identified as non-fragile variables. These variables include economic growth, inflation uncertainty,
exchange rate, sanctions, liquidity ratio, capital return ratio, debt ratio, total debt-to-equity ratio, long-term
debt-to-equity ratio, surplus aid (through reinsurance) to surplus. Investment yield and adjusted liabilities
to current assets. Based on the results of the TVP-FAVAR model, the uncertainty of inflation, exchange
rate, sanctions, debt ratio, ratio of total debt to equity value, ratio of long-term debt to equity value and
adjusted liabilities to current assets in their long-term trend have a negative impact on They have Solvency,
and economic growth variables, liquidity ratio, working capital return, capital return ratio, surplus
contribution (through reinsurance) to surplus, investment results in the long-term process had a negative
effect on Solvency.

Discussion and Conclusion

Based on the general results, the long-term elasticity between Solvency and research variables is higher
than the short-term elasticity, which indicates the more severe impact of these risks on the stability of
insurance companies. The continuation of this intensity of these risks can cause the bankruptcy of the
insurance industry.
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Table (3) Forecast Performance Criteria in Different Forecast Horizons

h=1
o 09 LogPL) | MAFE| MSFE| MAPE FEV Bias
TVP —AR(1) =X DMA(a = A = 0.99) 7336 | 00752 | 00101 | 0.1987 | 0.0098 | 0.0178
TVP —AR(1) — X DMA(a = A = 0.95) 8118 | 0.0658 | 00077 | 0.1947 | 00074 | 0.0154
TVP —AR(1) =X DMA(a = A = 0.90) 82.98 | 00602 | 00067 | 0.1789 | 0.0065 | 0.0142
TVP —AR(1) —X DMS(a = 1 = 0.99) 7419 | 00810 | 00113 | 02030 00110 | 0.0192
TVP —AR() —X DMS(a = A= 0.95) 8562 | 00708 | 00087 | 0.1800 | 0.0085 | 0.0118
TVP —AR(1) =X DMS(a = 1 = 0.90) 106.70 | 0.0560 | 0.0061 | 0.1613 | 0.0059 | 0.0157
TVP —AR(1) —X DMA(a =0.99,A=1) 7085 | 00773 ] 00102 | 02067 | 0.0099 | 0.0172
TVP —AR(1) —X DMA(a =0.951=1) 7558 | 0.0711| 00081 | 02351 ] 0.0075 | 0.0243
TVP—AR(1)—X BMA(@a=i=1) 116.7 | 0.0147 | 00023 | 0.1123 | 0.0221 | 0.0048

ol 0993 h=4
TVP —AR(1) =X DMA(a = A = 0.99) 69.49 [ 00791 | 00109 | 01943 ] 00105 | 0.0208
TVP —AR(1) — X DMA(a = A = 0.95) 7676 | 00662 | 00078 | 0.823 | 00076 | 0.0162
TVP —AR(1) =X DMA(a = A = 0.90) 78.05 | 0.0606 | 0.0068 | 0.1699 | 0.0066 | 0.0149
TVP —AR(1) —X DMS(a = 1 = 0.99) 6959 | 00841 | 00121 | 01990 00116 | 0.0216
TVP —AR(1) —X DMS(a = 1 = 0.95) 79.87 | 0.0723 0009 | 01775 | 0.0089 | 0.0100
TVP —AR(1) —X DMS(a = 1 = 0.90) 9792 | 00609 | 00071 | 0.1709 0.007 | 0.0100
TVP —AR(1) —X DMA(a =0.99,1=1) 67.06 | 0.0789 | 0.0106 0.197 0.010 0.016
TVP —AR(1) —X DMA(a = 0.95,A = 1) 73.10 0.070 0.007 0.206 0.007 0.022
TVP—AR(1)—X BMA(@a=1=1) 99.25 | 0.0174 | 00029 | 0.1054 | 0.0026 | 0.0151

O 093 h=

TVP —AR() —X DMA(a = A = 0.99) 65.44 0.081 0.011 0.549 0.011 0.011
TVP —AR(1) =X DMA(a = A = 0.95) 72.49 0.066 0.007 0.402 0.007 0.013
TVP —AR(1) — X DMA(a = A = 0.90) 73.55 0.060 0.006 0.317 0.006 0.014
TVP—AR(1) —X DMS(a = 1= 0.99) 63.3 0.085 0.012 0.552 0.012 0.010
TVP —AR(1) —X DMS(a = 1 = 0.95) 76.27 0.076 0.011 0.460 0.010 0.009
TVP —AR(1) —X DMS(a = 1= 0.90) 90.7 0.065 0.008 0.428 0.008 0.012
TVP —AR(1) —X DMA(a = 0.99,A=1) 67.21 0.078 0.010 0.568 0.010 0.011
TVP—AR(1) =X DMA(a = 0.951=1) 7255 0.066 0.007 0.473 0.006 0.013
TVP —AR(1) —X BMA(a=1=1) 83.25 0.017 0.002 0.079 0.005 0.002
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