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{Abstract)

A Study on Insurance Policy’s Securitization
Possibility and Securities

Kim, Eun Kyung

There is a bond which transfers risk in insurance to capital market
and distributes it. It is securitized as insurance policy or as a means of
transferring insurance risk to capital market. Cat bond is one example.
In addition, the life insurance, contracted with the insurer, can be settled,
securitized as insurance policy and distributed in the capital market by
the policyholder. Recently, as population aging is increasing, finance
consumers have come to prefer financial assets, such as insurance, trust,
and personal pension. Hereupon various financial products that coincide
with the super-aging era are competitively being developed of which the
securitization of insurance policy is one example.

The potential adoption of the Life Settlement and securitization as
derivatives can be meaningful as a positive system which can solve
future problems by its merit that it makes asset securitization possible
without cancelling an insurance contract or getting a loan based on
accumulated amount of premiums in the super-aging era with
increasing aging population.

Nevertheless, there are still skeptical views concerning the
adoption of this system. Some worry that it could cause moral hazard
based on insurance. Others problematize that the insurance contract
which places life as security is traded to third parties in pursuit of
profit. Although these anxieties are understandable, it is time to make
an objective judgment by again questioning whether, despite its
problems, it is meaningful as a means of effective distribution of asset
and as a provision for the aging era.

Key Words : Insurance Policy, Securities, Catastrophe Bond, Life Settlement,
insurable interest.
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