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Abstract

The need for insurance dates back from the distant past. A lot of time has passed
from the primitive insurance forms to its institutionalization and legal
implementation. The modern insurance market, regardless of its global
character is not equally developed. The unevenness of development is one of its
main characteristics, often connected with the achieved level of economic
development. Numerous factors influences on the investment activities of
insurance companies as the carriers of the insurance market. The subject of this
paper will be the examination of the connection of payments of insured sums
(damages) on the redistribution of the investment portfolio on the capital
market. For this purpose will be formulated two hypotheses, separately for the
non-life and life insurance market. Examination of the relationship between the
considered variables will be conducted by using SPSS statistical software, ie the
Chi-squared test. Regardless of proving the hypotheses will not be possible to
draw unique conclusions for both markets.
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Introduction

Economic activities are faced with numerous risks that can negatively affect the
on the expected result, in case of its implementation. (Cernohorska & Klofat,
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2021). Risks are not only related with this type of activity but they are present
in every individual's daily life. The dynamic development of the economy,
which gets the contours of its modern character during the first industrial
revolution, intensified the growth of living standards and awakened people's
awareness of possible risks and the need to be avoided or reduced on the
tolerable level. (Kielholz, 2021; Anti¢ et al., 2021). Insurance based on the
principles of solidarity and reciprocity has its roots in the distant past. The need
to pool risks and bear damages collectively dates back to the period of the
original human community, while the documented evidence is related to the BC
period which are mainly related with the trade caravans and the provision of
cargo transport (Koijen & Yogo, 2022). In the Middle Ages, insurance was
implemented in many leal codes, where the legal code of Emperor Dusan from
the XIV century should be singled out because more than 200 regulations were
dedicated to insurance (Zarkovi¢, 2008, 179). Later can be fund similar
examples in Florence, Rome and Barcelona, but also in the territory of the
Republic of Dubrovnik, where authentic insurance policies from the Middle
Ages were also found and preserved. (Andelinovi¢ et al., 2018; Colovi¢, 2010,
241). Turbulent periods and consequent financial crises caused, among other
things, crises in the insurance markets, especially at the end of the 20th century.
This consequently affected distrust in the insurance sector, which was often
associated with fraud and equated with gambling. Such stereotypes were
dominant in underdeveloped and developing countries. Today, it is almost
impossible to imagine undertaking any business activity without some form of
insurance. It is ubiquitous in all branches and sectors. Service activities and the
tertiary sector are unthinkable without an insurance institute (Tepavéevic, et al.,
2021). Any tourist trip is unthinkable without passenger insurance (Mitrovi¢ et
al., 2021). In order to gain trust, insurance companies, as insurance carriers,
made their operations more transparent, paying more attention on the allocation
of their free and temporarily unemployed funds (Kouwenberg, 2018). In the last
two decades the activity of insurance companies on the capital market has
increased (Poufinas & Tsitsika, 2018). In order to achieve their main business
goal and make unexpected costs more tolerable, the assets of insurance
companies are increasingly dominated by shares and bonds of the state sector.
(Peleckiené & Peleckis, 2014). At the same time, it should be borne in mind that
the security of placement of insurance companies is under strict control due to
the high sensitivity of individuals and real entities on possible shocks and losses.
(Esfandi et al., 2020). Payment of insurance claims dictates the amount of free
funds that can be allocated in various markets and thus also on the capital market
(Baranoff & Sager, 2009; Risti¢ et al., 2021). The subject of this paper will be
the determination of the dependence of payments of insured sums on the activity
undertaken by insurance companies on the capital market through the purchase
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of shares and municipal bonds. The analysis will include insurance at the state
level, with non-life and life insurance being considered separately.

Literature review

Tiefeng and Rwegasira (2006) dealt with the insurance market in China and the
factors affecting the investment portfolio of insurance companies. Their
conclusions shows connections between the activities on the capital market and
the amounts of profit. In the years of good business results and large amounts
of profit, the activity of insurance companies is directed towards riskier
investment activities, i.e. buying shares and vice versa. The conclusion is that
any upheavals on the insurance market have extremely negative repercussions
on the activity of individuals and private sector, as well as the growth of
mistrust. For this reason, insurance companies must take special care of the
security of their placements and capital amounts in technical reserves.

Agic-Sabeta (2017) investigated the insurance market in Southeast Europe over
a ten-year period, as well as methods to avoid systemic risks that can threaten
the operations of insurance companies and thus the stability of the insurance
market. The conclusions indicates the need for more significant activity of
insurance companies on the capital market, especially in years of higher profits
or less paid insured sums than planned. Activity on the money market should be
increased in crisis periods through investing in short-term securities of the state
sector.

Chevallier and Miller (2014) performed an analysis of the insurance market of
developed countries, i.e. the impact of payment of compensation claims on
financial market activities. As one of the reasons for the uneven development of
insurance companies they indicate the risky placements in years when the
payment of compensation claims was higher than planned, which led some
companies to liquidity problems. This problem was solved with capital from
tcnical reserves. In the long term, inadequate placement of currently idle funds
may lead to solvency problems, which may affect the entire insurance market.
That is the reason why are planned and carefully selected activities on the capital
market of key importance for the stability of the insurance market and thus the
financial system.

Hamidi et al. (2014) analyzed activities of the insurance companies on the
capital market based on decisions regarding to its current condition. Insurance
companies are more active on this market during periods of its stability and vice
versa. They noticed that the activities and decisions were not related to the
achieved business results, so they concluded that the chance for additional profit
was lost and the capital remained trapped. That's the reason they proposed a
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model that can insurance companies use decison making. The emphasis should
be on the success of their business, and not on the current state of the financial
market. They also suggested that the main parameter for possible activities
should be the amount of paid insured sums paid based on realized insured risks.

Chache et al. (2021) analyzed the investment activity of 63 insurance companies
in Kenya. Considering the underdeveloped insurance market, there are big
differences in the business success of the insurance companies. The
participation of small insurance companies along with a couple of large ones is
evident. Also, caution and fear of risky investments results in the inactivity of
small companies on the capital market. The analysis showed the need to
participation on the capital market as a necessary condition for the progress of
the insurance market. A big obstacle is insufficient professional staff, but also
distrust in insurance, which is a consequence of the insufficiently achieved level
of economic development, which is a condition for the development of the
insurance market.

Research methodology

For the purpose of analysis of dependence, i.e. the impact of changes in
payments of insured sums on activities on the capital market will be used the
data at the state level of selected countries in the period 2014-2019. In order to
determine that dependence and examine the hypotheses, will be used the results
of the Chi-square test on the mentioned sample.

In theory the model can be presented as follows:

Z1> — change in share of stocks and municipality bonds in the investment
portfolio of non-life and life insurance

Y12 — change in payments of insured sums of non-life and life insurance

The values of the dependent variables Z1> can be represented as

Z12: R(Z) = {31,2, Ceey Srl,l’Z} (1)
The values of the independent variables Y1, can be represented as
Y12: R(Y) ={mwz, ..., Mrn2} (2)

A set of feature values (Z,Y): R[(Z,Y)] ={(sx, m) : ISk <r,I1<I<n} (3)
ra — frequency of (sk, mi) in the sample

r« — marginal frequency of sk in the sample
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p1 — marginal frequency of m;in the sample

rk=;fki pl =kZ:1f.ch
4)

The hypotheses can be formulated as follows:

Hi: There is a connection between changes in payments of insured sums and
changes in the investment portfolio in the non-life insurance market

H>: There is a connection between changes in payments of insured sums and
changes in the investment portfolio in the life insurance market

By proving Hi/Hz hypothesis can be stated that Hi/Hz = %2 ((r-1) * (n-1))

Results and discussion of the non-life insurance market

The spectrum of services offered by non-life insurance companies is wide and
the first forms of insurance were related to the insurance of movable and
immovable property. (Alshammari et al., 2018; Tasi¢ et al., 2021). Other forms
of insurance and the operations of insurance companies that dealt with other
types of insurance took most of their business principles from the operations of
these insurance companies. The subject of the analysis will be insurance markets
in 20 selected countries where was not achieved the same level of market
development. In the six-year period is being considered the percentage change
in claims payments based on realized risks compared to the previous year.

Table 2. Annual real growth of claims paiments in non-life insurance sector for
the period 2014-2019 in selected countries

Countries Year

2014 2015 2016 2017 2018 2019
Turkey 3,5 17,8 6,2 9,5 -3,1 4,7
Netherlands -7,1 -2,2 -6,4 3,9 -1,8 2,0
Finland -19,9 -2,1 18,4 -4,8 3,7 -3,4
Estonia 2,8 10,7 -4,6 5,7 6,4 55
USA 10,0 8,6 2,7 6,3 5,7 4,8
Denmark 8,2 -2,3 -7,1 31 -5,9 6,6
Germany -10,8 6,5 -5,7 -6,8 91 -10,3
Austria 0,8 -1,5 -0,5 1,8 -4,7 3,6
Sweden 10,0 -3,5 5,8 -4,6 3,6 -0,7
France 34 -0,8 2,4 -0,9 54 -4,6
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Italy -6,0 -4,6 -7,6 51 -2,4 4,1
Spain -2,9 1,0 -3,6 34 -1,6 50
Slovenia -5,5 -4,8 1,4 -2,9 2,9 4,3
Belgium 15,3 -1,7 0,3 3,8 6,8 -34
Norway 17,2 2,2 6,3 -5,7 -4,7 5,7
Poland -1,7 3,5 15,8 -4,9 59 6,3
Israel 8,3 -0,1 14,8 -6,7 2,4 -3,9
Czech Rep -1,3 7,6 0,8 3,9 3,6 -2,2
Slovakia 6,6 -1,6 3,6 -1,1 2,8 -4,7
Greece -2,4 -8,5 1,7 -4,8 3,6 -2,8

Source: Authors, based on Global insurance market trends, 2014, 2015, 2016, 2017, 2018, 2019

According to the data from table 1, only on the insurance market of the USA
was a continuous increase in claims payments compared to the previous year,
annually on the level of more than 5%, with the exception of 2016. There is a
noticeable trend on the markets of Germany, Sweden, France, Spain, Israel and
Slovakia, which indicates that the year when was recorded the increase in claims
payments was followed by the year of the percentage decrease. Thus, although
not quite precisely, it can be said that the sum of payments is at a similar level
comparing the first and last year of the observed period. The largest percentage
drop in claims payments was measured on the Finnish market in 2014, where
19.9% less funds was spent for claims payments than in 2013. However, two
years later, that decline was compensated by growth of 18.4%. Significant,
double-digit percentage drops was measured in Germany in 2014 and 2019, by
10.8 and 10.3%, respectively. The highest growth in claims payments after
Finland was achieved in Belgium and Norway in 2014 by 15.3 and 17.2%
respectively, but also on the insurance markets of Poland and Israel in 2016 by
15.8 and 14.8% respectively. The following table presents the investment
activity of insurance companies on the capital market, i.e. the stock market and
municipality bonds market.

Table 2. Investment portfolio allocation of the non-life insurance sector for the

eriod 2014-2019 in selected countries
Countries Year
2014 2015 2016 2017 2018 2019

Stc | Bon | Stc Bon | Stc Bon | Stc Bon | Stc Bon | Stc Bon
Turkey 06 |347/|08 [383|09 |272|06 |316|08 |[395]|06 |414
Netherlands | 11,5 | 354 [ 80 | 395 |93 | 40,7 (84 |416|96 |379]89 | 381
Finland 243 | 64,7 | 29,6 | 654 | 18,2 | 55,6 | 19,4 | 54,2 | 17,6 | 55,3 | 18,5 | 55,4
Estonia 91 | 756 |65 |[783|53 |720 |43 |743|39 |746 |38 | 749
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USA 196 | 686 | 233 | 642 | 142 | 736 | 141 | 745 | 139 | 750 | 134 | 751
Denmark 28,3 1669|231 | 710|171 |680 | 153 | 694 | 16,8 | 63,1 | 14,6 | 66,2
Germany 92 (381100 |401 | 333|437 |359 420|341 |445 | 364 | 426
Austria 359|316 | 396 | 294 | 54,7 | 39,9 | 52,1 | 405 | 53,2 | 39,1 | 51,4 | 415
Sweden 346 | 54,2 | 383 | 55,6 | 36,9 | 55,8 | 395 | 52,4 | 38,4 | 53,6 | 40,6 | 51,2
France 20,8 | 60,4 | 23,7 | 610 | 148 | 716 | 140 | 726 | 136 | 729 | 139 | 71,3
Italy 59 (793 |67 |782 |54 [849 |51 [853|56 |850]|50 |861
Spain 106 | 429 | 121 | 438 |96 |833|93 [839 |89 |842 |84 |851
Slovenia 63 | 695 |42 | 710|511 |597 |53 |581]|49 |[593 |46 |625
Belgium 89 | 604 |94 |646| 115|547 | 105|552 |96 |569]|98 |560
Norway 214|706 | 208 | 724 | 196 | 754 | 206 | 748 | 21,5 | 71,2 | 18,4 | 791
Poland 16,7 | 46,8 | 155 | 47,0 | 136 | 51,4 | 182 | 559 | 11,3 | 59,4 | 10,2 | 58,3
Israel 10,0 | 50,2 | 8,7 | 53,8 | 13,3 | 49,7 | 153 | 429 | 130 | 47,1 | 146 | 41,3
Czech Rep 63 | 614 |50 |624|89 |58 |78 |618|69 |676]|81 |594
Slovakia - 773 | - 789 | - 795 | - 813 | - 753 | - 81,6
Greece 14 | 458 |18 |470 |23 |469 |35 |441 |30 |472 |41 |418

Source: Authors, based on Global insurance market trends, 2014, 2015, 2016, 2017, 2018, 2019

The available data from Table 2 indicates the dominant participation of
municipality bonds in the investment portfolio of insurance companies. The
share of stoks in the portfolio of Turkey, Estonia, Italy, Spain, Slovenia,
Belgium, the Czech Republic and Greece is single-digit and therefore negligible
compared to the share of municipality bonds. On the Swedish insurance market,
in the observed period, stoks are significantly present in the investment
portfolio, so their participation exceeded 40% in 2019. In other countries, the
range is between 10 and 20%. Comparatively analyzing the data presented in
table 1 is noticeable that in the years of increase of claims paiments compared
to the previous insurance market, that is, insurance companies as representatives
of the offer, are more inclined to safer placements and increased purchases of
municipality bonds. On the contrary, in years of declining claims payments,
there is a noticeable increase in riskier placements in the form of bigger activity
on the stock market.

Analyzed data, according to preliminary analyzes, do not follow a normal
distribution, which is not significant for this type of analysis. In the obtained
results, the most significant value is the Pearson Chi Square in table 3. The
corrected value of the Yates variable is 0.038 with a statistical significance of p
=0.046, which means that the hypothesis H1 can be accepted so it is proved that
there is a connection between changes in payments of insured sums and changes
in the investment portfolio in the non-life insurance market. The increase in
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payments of insured sums on the non-life insurance market affects the increased
investment activity on the government sector bond market and reduced activity
on the stock market. Alternatively, the decrease in payments of insured sums
on the non-life insurance market affects the decrease in investment activity on
the government sector bond market and the increase in activity on the stock
market.

Table 3. Chi-Square tests

Asymp. Sig. | Exact Sig. | Exact Sig.

Value df (2-sided) (2-sided) (1-sided)
Pearson Chi Square .041 1 .039
Continuity Correction .038 1 .046
Fishers Exact Test 043 029
Linear-by-Linear .045 1 .036
Association
N of Valid Cases 40

Source: Author's calculation in SPSS

In addition to the statistical significance of the obtained result, it is necessary to
determine the strength of the connection, that is, the size of the influence. The
data in table 4 provides information on whether the demonstrated relationship
is strong or weak.

Table 4. Symmetric measures

Value Approx Sig.
Nominal by Phi -.028 .039
Nominal Cramer’s V .028 .039
N of Valid Cases 40

Source: Author's calculation in SPSS

For this purpose, Cramer's V indicator is used, whose value of 0.028 for tables
larger than 2 by 2 indicates a strong influence, that is, a significant relationship
between the observed variables. At the end it can be said that not only is the
existence of a relationship between the examined variables statistically proven,
but the intensity of that relationship is strong, i.e. the influence is great.

Results and discussion of the life insurance market

Life insurance can be understood as a moral obligation towards yourself but also
towards surrounding people (Olarewaju, & Msomi, 2021). The fact that
confirms the proportionality of the economic level of the company and
insurance is especially important here. The disproportionate development of the
global life insurance market is more pronounced than in the case of non-life
insurance market. The subject of the analysis will be the markets of the same 20
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selected countries, as in the example of life insurance. In the six-year considered
period is being considered the percentage change in claims payments based on
realized risks compared to the previous year..

Table 5. Annual real growth of claims paiments in life insurance sector for the
eriod 2014-2019 in selected countries

Countries Year

2014 2015 2016 2017 2018 2019
Turkey -20,5 -6,9 31,6 -5,9 6,1 -8,7
Netherlands 6,2 -12,0 15,3 -8,4 7,5 -3,1
Finland -5,1 59 8,9 6,2 -1,5 53
Estonia 3,6 4,9 -5,3 -3,4 2,6 -1,6
USA -3,8 4,7 1,2 0,7 -1,4 4,8
Denmark 11,3 -8,2 0,0 57 -6,8 10,5
Germany 79 -3,7 5,4 -2,7 6,5 -3,0
Austria 11,4 17,4 -10,1 13,6 -5,1 49
Sweden -5,5 -0,8 1,3 2,6 -5,9 3,1
France -0,4 4.7 3,4 -1,9 2,2 -7,9
Italy -3,4 9,9 -11,6 7.4 5,7 -4,6
Spain 13,1 4.2 -5,7 6,9 5,9 -3,0
Slovenia 2,0 59 1,1 -3,6 6,4 -3,2
Belgium -0,5 7,2 -5,4 6,7 -4,2 5,7
Norway -1,1 4.8 0,2 -3,3 2,8 -3,9
Poland -11,4 -3,7 35 2,7 -4,1 5,2
Israel 10,0 11,4 6,0 -3,6 5,2 -3,4
Czech Rep 14,7 -12,9 -14,7 2,5 -11,0 5,6
Slovakia -0,4 -9,6 -6,8 6,4 -2,1 54
Greece 15,1 -9,3 -5,9 -1,1 4,3 -7,2

Source: Authors, based on Global insurance market trends, 2014, 2015, 2016, 2017, 2018, 2019

According to the data from table 5, the largest decrease in claims payments was
realized in Turkey in 2014, when the payment was 20.5% lower than in 2013.
The example of Turkey is also interesting from the perspective of the growth of
payments, because 2 years later it was extremely large, by 31.6% compared to
the previous year. In the list of all countries, there is no constantly increasing or
decreasing trend, while in rare cases, identical trends can be noted in a three-
year period. The markets that experienced the least annual changes are Finland,
Estonia, Norway, Belgium and Slovakia, which are considered to be one of the
most developed life insurance markets. Minimal fluctuations can be attributed
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to an adequate risk assessment, but also to the business goals of insurance
companies regarding stability and constancy in payments of insured sums. The
highest cumulative growth in the payment of insured sums is in Israel in the first
three years of the observed period, when the payment of insured sums increased
by 27.4%, which is still at a lower level than the one-year growth in Turkey in
2016. Also, the largest cumulative decline was in Turkey in the first two years
of the observed period, by 27.4%. The following table gives an insight into the
investment activity of insurance companies on the capital market, that is, the
stock market and municipality bonds market.

Table 6. Investment portfolio allocation of the life insurace sector for the period
2014-2019 in selected countries

Countries Year
2014 2015 2016 2017 2018 2019

Stc | Bon | Stc | Bon | Stc | Bon | Stc | Bon | Stc | Bon | Stc | Bon
Turkey 3.3 94,0 | 1,9 429 | 2,5 63,7134 |518 |20 524 | 2,6 | 47,2
Netherlands | 18,6 | 41,0 | 21,4 | 43,7 | 19,7 | 51,9 | 24,1 | 440 | 215 | 45,2 | 23,6 | 40,3
Finland 139 | 254 | 132 | 276 | 149 | 285 | 11,3 | 346 | 136 | 30,1 | 12,0 | 324
Estonia 8,8 71,7 | 8,8 747 179 73,6 | 8,9 715 |74 73,6 | 8,1 70,2
USA 3,7 73,1 | 3,6 73,4 | 3,9 745 | 3,1 774 | 3,6 73,2 | 2,9 75,3

Denmark 49,2 | 36,2 | 51,5 | 353 | 50,2 | 38,9 | 44,7 | 41,5 | 49,0 | 37,6 | 47,1 | 39,2
Germany 33 | 40036 [395(|49 |376 |52 |352 |46 |361 |48 |345

Austria 43 | 881 |36 [897 |49 |879|41 (90150 |878 |43 |896
Sweden 389 | 511|413 | 518 | 462|529 | 445 | 54,8 | 47,2 | 50,2 | 45,6 | 51,8
France 11,9 | 83,0 | 120 | 82,2 | 131 | 84,1 | 152 | 80,4 | 12,6 | 82,2 | 14,7 | 80,8
Italy 32 [895(29 (89917 |90,.2|14 |96 |11 |912 |16 |897
Spain 33 | 778 |34 | 787 |28 |786|25 [795(20 |809 |21 |784
Slovenia 31,2 | 58,0 | 28,2 | 69,8 | 30,4 | 66,4 | 31,5 | 64,7 | 298 | 65,6 | 30,4 | 63,2
Belgium 14,1 | 610 | 10,3 | 62,7 | 12,4 | 60,0 | 10,3 | 61,4 | 11,4 | 60,0 | 11,0 | 60,7
Norway 14,6 | 63,0 | 143 | 62,9 | 16,8 | 60,7 | 17,0 | 59,3 | 16,1 | 61,0 | 18,1 | 59,8
Poland 46 | 657 |42 |657 |35 |693|31 |702|39 |682|34 |703
Israel - 62,6 | - 90,5 | - 804 |11 | 79609 |8L,2|13 |803
Czech Rep 16 | 740|119 | 787 |20 |[793 |16 |[813|29 |741|20 | 796
Slovakia - 853 | - 833 |19 |84 |14 (843 |16 |802 |12 | 822
Greece 13 | 438 |14 | 745 |17 |596 |20 |[554 |15 |572|16 | 554

Source: Authors, based on Global insurance market trends, 2014, 2015, 2016, 2017, 2018, 2019

Insight into the data in table 6 can be concluded that the municipality bonds are
dominant in investment portfolio. That statement also applied to non-life
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insurance, while here the difference between investments in the purchase of
stoks and bonds is even more pronounced. The reasons should be sought in the
need for more security. Insufficient information, awareness and knowledge
about the need and benefits of life insurance as a consequence have the need for
low-risk activities. This should send a signal of the safety of business activities
to potential insurers, which, as the ultimate goal, should result in the growth of
trust. The share of bonds in most observed markets is in the range of 60-90%.
In Austria, the most dominant share of bonds in the observed period is at an
average level of 90%. On the Turkish market, in 2014, the share of bonds in the
portfolio was as high as 94%, after which it declined in the years to come and
was at an average level of 50%. In more than 50% of the market, the share of
shares is less than 5% (Turkey, America, Germany, Austria, Italy. Spain,
Poland, Israel, Slovakia, Czech Republic and Greece). Comparatively analyzing
the data presented in Table 2, it can be noted that in the years in which there was
an increase in payments in relation to the previous insurance market, that is,
insurance companies as representatives of the offer, are more inclined to safer
placements and growth in the purchase of government bonds. On the contrary,
in the years of declining payments, there is a noticeable increase in riskier
placements in the form of greater activity on the stock market.

The preliminary analyzes did not establish a normal distribution, which can be
ignored. In the obtained results, the most significant value is the Pearson Chi
Square in table 7. The corrected value of the Yates variable is 0.043 with a
statistical significance of p = 0.050, which allows the hypothesis H2 to be
accepted, therefore, it has been proven that there is a connection between
changes in payments of insured sums and changes in the investment portfolio in
the life insurance market. The increase in payouts of insured sums on the life
insurance market affects increased investment activity on the government sector
bond market and reduced activity on the stock market. Alternatively, the decline
in payments of insured sums in the life insurance market affects the decline in
investment activity in the government sector bond market and the increase in
activity in the stock market.

Table 7. Chi-Square tests

Asymp. Sig. | Exact Sig. | Exact Sig.

Value df (2-sided) (2-sided) (1-sided)
Pearson Chi Square .049 1 .048
Continuity Correction .043 1 .050
Fishers Exact Test 049 038
Linear-by-Linear .049 1 .057
Association
N of Valid Cases 40

Source: Author's calculation in SPSS

67



In addition to the statistical significance of the obtained result, it is necessary to
determine the strength of the connection, that is, the size of the influence. The
data in table 8 provides information on whether the demonstrated relationship
IS strong or weak.

Table 8. Symmetric measures

Value Approx Sig.
Nominal by Phi -.004 .048
Nominal Cramer’s V .004 .048
N of Valid Cases 40

Source: Author's calculation in SPSS

For this purpose, Cramer's V indicator is used, whose value of 0.004 for tables
larger than 2 by 2 indicates a small influence, that is, a weak connection between
the observed variables. In the end, it can be stated that the existence of a
relationship between the examined variables is statistically proven, but the
intensity of that relationship is weak, that is, the influence is very small. The
reasons should be sought in the previously mentioned caution of insurance
market holders as a consequence of the exceptional sensitivity of insurance
users. Minimal losses or shocks can threaten the life insurance market. Aware
of that fact, the conditions for riskier placements have not yet been met.
Additionally, taking a safe and long-term position is positively accepted by
users in the still early stage of development of this market.

Conclusion

The risks faced by individuals and society requires mechanisms for its
management and reduction on the acceptable level. Historically, it can be seen
the unequal development of the global market which is still present. The
disproportional character makes impossible to draw unique conclusions, but
they can only refer to geographically limited areas or organizational units. It is
a fact that the level of development of the insurance market follows the achieved
level of economic development. As a ubiquitous phenomenon, regardless of its
uneven character, the insurance market is developing. This development was
accelerated by the market globalization and the free capital movements. For the
basic business goal of every insurance company - profit maximization, must be
found method of its realization. The activity on the capital market of all
insurance companies is the necessity not the choice. However, the sensitivity of
this market to shocks and confidence that is easy to lose, highlights the need for
more cautious business decisions. Bearing in mind its character and sensitivity,
they must be such that they do not jeopardize their business which can shake up
the entire insurance market. In this article two hypotheses were confirmed
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through the analysis. Regardless, a distinction should be made in the
interpretation of the obtained results. On the non-life insurance market, the
change in the payment of compensation claims has an impact on the activity on
the capital market. In addition, this influence is very large and the relationship
between the analyzed variables is strong. The confirmation of the second
hypothesis must be interpreted in a different way. On the example of life
insurance was obtained the statistically significant result of the connection and
influence of identical variables. Regardless of this fact, achieved relationship is
not strong, but extremely weak and the influence of the variables is very small.
Therefore, a single conclusion cannot be adopted on both markets. A
disadvantage of this model is the sample made up of countries that do not belong
to one area or group of countries, so global and precise conclusion can not be
drawn. Additionally, the analysis is time-limited to six years, so it should
definitely be extended, which is a recommendation to future authors on this
topic. Itis also possible to do a comparative analysis of the markets of developed
and developing countries, which will show whether there are differences in
activities on the capital market and what they are conditioned by. The sample
consists of data until 2019 and the analysis covered the period before the
COVID-19 pandemic. Market conditions have changed significantly for more
than 2 years. The resulting crisis is reflected in all sectors. The definition of the
insurance market as highly sensitive to crisis periods points to the conclusion
that there have been changes in business conditions for economic entities. In the
coming period, it will be a big challenge for the market holders to preserve and
strengthen the market position with adequate policies and implemented
strategies. For this reason, cooperation between the economy and the scientific
sector will be of particular importance.
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