Risk-based Capital Regime Adoption and Underwriting Performance:
Evidence from the Property—Casualty Insurance Industry in Taiwan
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We investigate how risk-based capital (RBC) regime adoption affects the
underwriting performance of property—casualty insurers. Our results reveal that,
on average, loss ratio has been reduced significantly following the RBC regime
adoption. Moreover, the RBC regime adoption increases and reduces the loss ratio
on insurers with low and high loss ratios, respectively. We further discover that
RBC regime adoption reduces the loss ratio of fire and automobile direct business.
These results support the notion that, compared with the minimum capital
requirement regime, the RBC regime adoption helps property—casualty insurers to
be attentive to underwriting risk.
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