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Abstract

This study examines whether the establishment of a pure single-parent captive insurance
company can effectively better the parent company’s long term performance. We employ
data of U.S. exchange-listed firms that have pure single-parent captive insurance companies
registered in Bermuda between 1960 and 2007. Using matched pairs of firms with and
without captive insurance companies, our findings show that the long term performance of
the parent firm is significantly improved due to the establishment of a pure single-parent
captive insurance subsidiary, suggesting such actions provide additional benefits to parent
companies.
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T eMEEEHEEZEY ) W HH BB FEEE - 58 R E RS ROT
BB RETTRENE (FE ) - [F4F - THEREARBEEZRA L ) RIFREREERSEF
AR A B 5 18 R 2E O BB R b A\ E S IE (5E ) » WA R 2L B
JBORbE I FERZ TR (R b = SRR A S Y B R L R IR YRGS - 5L KRB
@ AT PR O b TS A R b fRE AR B+ FR 2 1 B S a2 Rk B b B K AR
& (Capacity) & » AL E R RE AR - TEHEERHEEREERHK
BERHIEESE » BRI - 2R T IRHMEATEE P SR8k - WA NS0 R
B 5 H 8K (Loss Retention) » BEEEAAEE N T » MEHEEMZEEE -
MAEEE AL F B IR bE A T BB AR RETS - S5 E B DR R Rk
ANZFr - BRSNS RREE A REE T - f B R EEE BEEE G TR
b B ERE  (HERASEBRRE EEAFEVREBEM TH - MAGEETEREE - tHE
WEF I HIEA - EEREH S RTEE HE FHE RS (51°) - Bl - B3
TLEBE RN F P AR B R e 1 BE ARG A SRS B A - HEM SN EEE - Rk
Ty —THE AFHE -

DA STBRER Y BT B2 88 7 F 12 S A ZE AR Y R B - A I B A2 70 HH AR (Cross,
Davidson, & Thornton, 1986; Diallo & Kim, 1989; Adams & Hillier, 2000) * Al ZH& 1B AL
TEBREER T ERIHERL o (A0 Schmit 82 Roth (1990) ATt » BZEAE (G
f@ & H2 (Risk Retention) BX A& % HH (Risk Transfer) S5 )8\f@ S T B AR EBE -
JER% H B R BAAE RN » WA FFEEIER N R ER B LA S EJE - KL - ARSCPL 1960
FEH] 2007 M - 7EHFEEMBOIE B RN 50 22BN EiTA R A
[FI 55 (V9 E B e & B R b A EHY 50 RAECH N F - B bR AR E
HE R A R —F 20T % =FRRIESERE - 15 [# Adams £ Hillier (2000) #f
RO BB IR AR R M TR T - FERFEHR - ZEROTIR
WEHEBRE TR - BENRIESERELEOLRTEE § M6 GBS S E R
b/ R AR ZERYRIARERY - BN E SO R I REE G R R I ACE A F] -

ASCHFFESRBANT « Eot » T SURERET - X - SRBHERRIR ~ B E - DA
SRFETTE o Bl Ry B RSl R Bl am o

FE o BERERUE [ H Rk / L& BEL<RE /2005-01-25) i 24 HERR - SHESEFIRMEZE O
BB AT A & - AN EB R AT -

it REMEEIEBEAR ZHEEEZEREL 0 — G [BEIMEEE A RBIRR EEE Rk - — - R
BN AT A SE el S S FE R CR b R 5L - 0 o0 S50 OR o 3 TR R PR B T 355 28 AR B S AUHE - Bk A -
PRI S FE R TP UG https:/fsr.tii.org.tw/iiroc/fcontent/research/research01.asp

7t Schmit B Roth (1990) #JEEERAFT THER B S © 1. fREEEE (Premium) SZH - 2. SRAERAVIASK
(Uninsured Loss) » 3. 8538%] (Loss Control) SZH AR 4 ~ fHRITTECEH AN (Administrative
Cost) FFUYIHEZRFTAHA
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8l ~ RS

HERNE RSO LR B R A FR - BESEESEB LB R R 2 (51 ) - (BT
R ST HTHSCBRE AN B T B R SR RO AR I ERET « DUN & SOk E Rt - 3l
He— 5 [ AT RITZE H Y -

Cross et al. (1986) DAfE NYSE 8¢ AMEX /A\Bd B > H A 1964 S DAL R 5 8 7
bz N EIHY 93 2R E BIFE 1 ZE R AR o3 M AT HAAE RN - A5 SR BN - B SN E ST H AT
25 RENERIT H% 30 REVE A IERMICIE - R IEE G - B2EEE 0] DUE BT
HBEREADSE R E -

Diallo 8 Kim (1989) [FIER AR T H @ frbm A FIHYEBIFE R A - I NYSE
EHAFREN - & R ERBIRE NG EE R E A TR 21 Kb - DIRAEEBEES
HREGEMAY 70 RAEFERAHERA - B2 B IRba A T H AT 45 KREARIT H 1% 45
K2 EIEZERFOIARERL - MR - SRR N EREIMEAR - BOZRTER 90 K (X
TTHTERE TR 45 K ) BRI E WA - HIMEE RSB R AR EGHERE
AN ERERITIRE - AT DU ORI N 2 SR R B s a (s H A F EH
JEB EHE R SR b g - TR 2209 PR E S H (Rothschild & Stiglitz, 1976) © [Al
I - EEE S EE N R A BT H B R b A B R A - fER BT E SR 12
FIREA FIRJE R E B - S A R R B R RS i L B IR b A =] e B A CE R
A (FE9) e

Adams Fd Hillier (2000) PUERSEBIFE (3 R ASETE R 4947 - B RUTE LRI [F] &
A FI SR ZE RO L F R b N F R R IE SR B 2 S A E] o 32 SCERGEZE 1996 £
K - HEEEAB BB EEE AR 120 52 (51 ) BEEA - BEIERIIHAT 10 K
FIRATHER 10 K (FROLH - 521 A5 H ) FHEAEE (b - fRER - B35
T BB R A BRSO & R - (FE e RO T E B R A R EE AR

\

i}

¥+ Greene (1979) * Lenrow - Brainerd * Hall i Heitz (1982) * Porat (1982) ~ Ullrich (1992) * Rejda (1995)
LBz Vaughan (1997) 823305y - HERE ILpI 2 RBEES R E 27 R AYEE - (1) AJDUEEYE
fif B E SR - (2) #EHRTHEERSZARE a2 ORI A BRI R CR A S B b hn# A T s A PR B
A - (3) FIDLVEESE ARSI Z SR » (4) Bt O T E (F 1 58 LR iR Ry A
B0 - (5) R W]5HE TR G S OR b 7 35 P TEI B PR AR SRIE BRIV R - (6) SIS G FE R 2% - (7)
FHAESZ MRV AR 7] DUE IS B (R B B R A H B o ILYh > Barille (1979) ~ Loy 2 Pertl (1982)
Hi5EERE - HE LR R A FRIRTHE A (Owners) T fRH PR RAG #5E PRE 2L EFERATFAIIES
] - BRERIIM AEH - B EEI RS RIS R SR s - LR RE B g -
FARZ AR AR EUS R R RIRZ PR B 4 -

¥ 5 Schmit B Roth (1990) * Porat 2 Powers (1995) » Scordis & Porat (1998) + Ashby Ei Diacon (1998)
S FF Diallo 82 Kim (1989) B 37 55 8 PR b 7 70 QL R RERY BBk -

5t 6 HAhSeFBZEAEBI NS LR R BRI ERA SIS - NYIARFREEA T - BT DU U 25 9 B
T2 P B SR LR B A FIRE BT 40% o N AL RS TE D B R 07 S5 B AR b N R NI FS 13 - ANl w)
DL op R Ry STAL AN AN T W Feas S i T -
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MR (R ) » B SRE T BB AR b A F) 0] DUAINE B B &= SR IIEmES N [F] (Cross et
al., 1986) °

BEEFENRE » LB SO R R S L BB b A F ] DLE R R bs s
NEHNAEE - EMETEREN IR ERE - HEEESCE EM & (Cross et al.,
1986) ; BE R R O T B IR b & A A 1 E N\ B R b e 2 & e R -
AT RHE R RE - SRR ESCN E (Diallo & Kim, 1989; Adams & Hillier, 2000) K& 25
fESR o AR I E R AR AT - (B H BTEE A SCBRETT RIEFERU T -

{EFEEH I - Schmit B Roth (1990) ¥EHY » {321 RIZ 4 BLATEMRIUE - TERHEA
Al —IEBER R EfE 2K PE (Risk Retention) B¢ A48 (Risk Transfer) BF - L HEHE
AR - WAFTFEBIRE AR S FENE LA 58 (51 - BB L - Rl E BN R
EESEIT RO T B R A TR T 252 (Feasibility Study) 1§ » A& —FE=
FHARIA - RIS B R N 5 = it By A\ i A gt ) - [AIE - Rl S AR B S gy
Pkt B A N BB VNS LB o S — 0 KR R AR S A B B SR 1 Ja b B Y T
B s bs gAY B EE - &t - SHEBOIEBRBAFIER - BEERERES
EZERY B A E) - fIAN - B RRE AR EREE  REHRSME - SEXEFEE
TR 7o BRI R LB F (B A0 - AR - JRUbe s P e ) B e S PR Rl S O b
N EIRAIBA TSI AT - 2T SR BR A DAl 9 { b R B 4R 381 B P O B 22 e 1T e AR ) Ja i s
A DURIEFVHGE » Z2REZER ODRIRIFESEI ST AN Z a0 (5 °) » EE
EERNG MR RZO T BB IR A FRIRER -

Rl » ASCPARR T AR & B (R b A T E B EE LRl A - EUEE)
8 22 FR P A e R B R fr s R RO H R — BT =4 (HLEFUAE ) - AGERUR
T ATAr] AU RE B8 O b 8 R YA SEETT RO B 494 - #E DUBIZ (S L B AR b 2 =]y
FIAER  (E R 2 BB SR 25 -

HB R AT IIREIEZ (3£ ) BRI 1975 5 ] H ey 5= 8 R g A 5] it

Y7 UK EEEIREBEE AR LR AT HE Rl A e E AR (Diallo & Kim, 1989; Schmit
& Roth, 1990; Porat & Powers, 1995; Scordis & Porat, 1998; Ashby & Diacon, 1998) » {H=3[RfAELHH
RUHEER 0 TR BBV ERE SR -

FE®  Williams B Heins (1989) 78k » EHEH AR ELENMEE (Uncertainty) AU NHEERTHY » FTDARE
5y iy 2 FE HARY JR b B AR RN -

Y EHE L EPEE MR T AR BB R A R e R I SER IR ES 24 - kiR
A ZEAERR T BB IR A TR - BRI SHBIRbE N F [R5 T E AR R Ry B S
AT -

FEe (REFSEE S ME (1) FiMEE R (Pure Captive) 5 (2) B =0 E B £ & (Open or Board
Captive) ° KEBESHE © (1) R EFHELREE (Paper or Toy Captive) ; (2) /NRBEEE RS (Small
Scale Captive) ; (3) MRESEIEEFLRFH (Full Scale Captive) ° #kFTH AZEHH © (1) WEHBF

236



BLEIESE 24 8510

(Captive Insurance Company Directory) #7x * HH 156 & HE LR/ F (Single-
parent Captive Insurance Company) ; £ T 2007 4F » 2EkIH 5,300 5 ER RN HE
CREEAFIRRIL - BT 1,421 HIEBEHEE LRI/ F) (Multiple-owners Captive Insurance
Company) * HERHY 3,879 XA EBHEF BRI/ F] o H A E - 805 % B 58 (P
A 513,037 22 (K9 57%) 5 B BIFERSERNIT 434 52 (1) 8%) © 1 EEEREMLA
L T HEEE (Bermuda) 1Y 1,283 F %% » (52 EkH 24% -

A E AR OL . " 8 & H B (R[5 (Pure Single-Parent Captive
Insurance) ; * AREERFIERIBOIAIRE (1) @ EEHASHEIEFREZENREE 7
ZHFHEFRILRE AT - EEEH CREBASEREZEE - FURESER
mIRY R AR E M B LR B R - WRIA RIS EIEARR » TR AREEAL
LIERZDL T iR E B R, PRIRE R DU E A fRRR (FE D) -

MARA A 5] B EC A RIS TH BRI - 2K ER 1960 5228 2007 F-HJ Compustat
Bl CRSP (Center for Research in Security Prices of the University of Chicago) ° A/ H]
2 H Best’s £ [ # 5 (Best’s Insurance Report) » Best’s 7 55 # &5 (Best’s Rating
Reports) ~ Jilfg & H ¥ 45 (Risk Management Report) H 2 & {75 2\ & F- it (Captive
Insurance Company Directory) ° 1 » FRASERGEFZAT T -

1. BPARIMEREBFEESE (FE ) - ITEEE NYSE 80 AMEX HAF Ll (58

[t ) - HAE CRSP B COMPUSTAT %2 5 H i S i B Ed i i & e Him s -
2. 12007 F-Z=EK 5,300 ZATHE BIEH B R PkEEH 1,750 Sl & S fRbn
(RE ") JRENGIER 3,550 ZRABEIERATREE 2 56 = AR gE BB E B IEEE

f# (Single Parent Captive) ; (2) IFFHEHFELREE (Multi Parent Captive) = IKFTAGINRESTHH = (1)
VL H % B8 5 F B (£ (Direct Writing Captive) 5 (2) A £ 5 EEH B (£ (Reinsurance
Captive)  (IREBIE 57 5H © (1) FIREEBREE (Pure Captive) 5 (2) & H B R (Association
Captive) ; (3) HI#EEHJE LRI (Group Captive) 5 (4) FAfENE B R (Rent-a-captive) °

£ " Cross et al. (1986) F8H! - i H5aFH" FikE (Pure)” HAAVEREAFAYEFE - TEFEET BN BB
HiE L REEZEAIRTEE -

32 KRR %% E BB RS (Single-Parent Captive Insurance) SV/EHIFF 2w S fH ARk [E] 4 E 2=
¥ - BEEFREAEEH O ZIVIEEE B IR (Multiple-Owners Captive) » BIIAARA R EZEEE
DISNBIZETS » AMENIE T m3ERPEREE - LS EBRARBE AT EEER - #RE
PRA 2R e A IhRE - AlEAREA A ANE P O BIRERE R - Wik B THE B IREE T
TSR B B < T i B RS R B 1 JFUAA TR (Porat, 19825 Nielson, 1983; Bouchard, 1983; Diallo &
Kim, 1989) » [FIFFHI#/E 58A HAEIFEEL B i (RHERTE ) - HlA1ESE5EE (Evergreen Group)
BT ORbEr IR - AR LR (KB ) SEEINESRYSETS (bR ) - BRARKHCRE B R EERR
BB AR EEBE LAYNE = A (Third Party) BYFRS - HEE 2RSS LB AR AT - 3F
F5 3 ER] N AN OR B TS T B A2 # - SEEFINE o A —2< - S 2 i £ [E] S5 — {1 DAF R o 0
R AT - SRS E S B AR EH N A TR SR E BN -

FE 0 RUREE 2007 FEEREREOTHBRERIEFEDIERRZ - FEEER 57% ; HLDATREFE U2 DL3E
BB RAS - R RIS R PhE AT -

FE ¢ EER 5,300 A MEBIRBAYE RS (RS - #RIEE SRR 1,750 22« FEAEME T HE ORI 3,550 32
(HAEBEEZENMET 57% » BB 8%) « EBIEZEIE H o MO L BB IRk a5 8L
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BB R b AT DURE TR 52 B L RN ] N SO Y A5 SR (Cross et al.,
1986) * AL AR 1,486 KN EIEHFEE (51 ) » FlER 264 52 -

3. ASCERAVEERI# /AT AL H (Incorporation Date) ( 1 ') fyBFEMHEH (Event
Date) » BIZZRIL HET 1 FRIRLILR 3 & FILGIFREBIRIAMERER A F
163 %% > FlgR 101 57 s FEHOEHAERRIL HAT 1 F£F1%% 3 4209 CRSP HifEE - A
COMPUSTAT F &N E L 57 % - 2516k 2 ZREEEHE (Outlier) (51 7) k& 5
FEPAFIIERBIFE RS - RRERAER 50 22 (FE ™) -

FHAA 28 T R (R b A\ B EAHEL e 2 HARAR - BB w IR b A FIRE 4
RAWTEI - A E LAY - 28R SRS Rl i 2 P A E A - R
AOCEREBRIEAN G E L LT ERAR (Survivorship Bias) HYRTRE °

1 R RO R E HB RS AT A IRFEE S EER - HAd
1E 1970 22 1979 FFRIOTHIR B 20 - a1 18 22+ (5 36% » ML S n] aEEl
1960 F ARG R b R EFIG =Rk © REFMBEARKRIIEBRE TG - 1980 £
1989 FERARRAT & 11 52 HUMEREREAHY 22% 5 1990 ZF 1999 ERH T &EF 13 % 19
TEHEERASHY 26% ;2000 2 2007 FRIETLEET 7 2% 0 AMGHEERAHY 14% ©

B E 2B 26% > SEEEI{ZEAE Vermont 517 BB (0840 5 H 2B 16% -

FE s BB 2007 -2 EREE (R T2 M HEDASEE 5 5553# (Bermuda) 2% (532 ERkHT 24% » HE
A Ry N BRTEEE -

¥ ARSCEEFH Cross et al. (1986) DAEI7TH (Incorporation Date) At 284 H - RIEBHKE Wall
Street Journal 52 Moody’s Manuals Z/ABHEEHRELZ 555 H (Announcement Date) HYEHIGLEE ©
{£ Bermuda Monetary Authority (https://www.roc.gov.bm) & #& K17 HABIERN -

Gt MR ERRVEAEITEEME + 3 (SERE R 2 AN E R E R e R (E -

L % 2007 4 - RERSHEIEAAEIFRE AT 0 K9G 57% REBIEFEATE 0 RN 8% -
FHIA A BASEEEE AN R T th - 22 25 8 B 5533 (Bermuda) @ &% H RIHYE RE SUSKE BT /NE R DL
YR R MR PEE A FR T 20 Cross et al. (1986) ~ Diallo i Kim (1989) & - i R BB+
P RIRE 26 » R T R FEENRYRZ R - ASCRIE E SO — B - EESEmMEENEBRE A
] EZEE 2007 K EEFSEZLAIEBRIANTAR 264 K o HIRASO Sk L E B R b A T RT—44
FERRILR = RIBESUE L BIEEMEZEYE - Bt L ES BRI Y E P fE
Compusta B CRSP &k E HHBRIRATEZE « HLAMNE B3 EAR SRR SEHAR ( H 1960 42
2007 ) mxfk—4 (2007 4F ) (M AEAERERCE - RIEREH 50 RAFIREEAR - SRS
2003 LA - EEIAB E i R B SR AL B RS A R RS AE W - B E ATt AiE
BAHBUSARER - [REEHEHE - 38 BB S DRI A -
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&1 EXRIEBREABDMKEERZEABSE
BILEFE B BB RGN R

1967 1
1970
1971
1972
1974
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1988
1990
1991
1992
1993
1995
1996
1997
1998
2001
2002
2003
st

ES

2 DN NN 2 A aAa a DN ND 2N W a2 A A a a a NN DdMw D aoaw -
N 0 & A NN DNDNDOO DN ODNMNDNDNDNDNDDNDNDNDDDOWOWOO ONODNNDN

(&)}
o

100

fER 2 BRI H BRI A - REE AR R - H
DB 2R 20% % - B ELEEEG 8% BX » (HFEEIE - BAAFZ HE
—HLLHEZE - MIELALEERE - t—RS > FEE IO FERNEEET - B
srEfEbE ~ B AR B AN RUEREZEM - I 2B SRR B R E LR R
B REREH B R A A kaZ M - B2 AU E e EEaZms
ArEEREE A - B ESE R NRREZER - SRR EHRE L
AR U - PRI AN ] s S PR b 2 RGN EL b AR -
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HoR - 32 FIRERBAB RO THB IR A TR R A o - B E ZE 5 i
FZEHIRAGR - B2 2007 K - 2ETHESE 1,750 ZFRF A e S SR E =
BN E] 5 B 101 ZEAFRRITAEES Cmpustat B CRSP &8}, [KILDL 101 205
TSR T E - A T(E R 231,732 (B 3ETT) AL FIRET{E R 164,699 (H3ETT)
BRA N B RETHE B RS T ST EN 71% P pkoT BB R n a3 2 EE o it
4138 Hihg—EFEE AT 8 5% DL FHEEZEY - IRFEBL T 1%
B ELEZE 6% IR RAERI S 5% - BT EREM 5% BT FrE A4
5% o HR » BOTHBREERT 50 ZEEALNTH - EESMETE 24 85 - HhE—EEH
TG HE AR BUILE 5% DL EREZER] - IR R b T3 20% » BanELEZE 8% ~ &
EERELH 6% ~ MBMEBRLE 6%  Tra ¢ BRI BB SE i 6% ~ BTk ih e 6% - itz
RO B B ORI A FI B AN N BN B R E - 0 S B 5% DL ERYBERREEE - fE—
A MR RIS EE MR ERED] - NMEEREARAFESE ST - 2
HELERE - % FHAE 1% - G140 - JEEBISE (REIRIN ) - BEURIESEEE - FE
ERFCE ~ EORIH AR ~ AGES  IREGMERE SR IR EUE B SRS AR
TAZ ~ g5t - B AR - EAIE - B - AL FIREZEEN 24 )
(52 HE R T BB AR b I ZEFE R (41 $8) KB 7SER (58.5%) © fir iy It i (B B i 2 45
1 ARSI T B R AT AR -

2~ BYESRMROA
R U AR AN IR B SRR IR BT - FRARAE Barber i Lyon (1996) HYBC#E /5
AN ] (Matching Firms) DAE R FLEG SRR - HAZUEL R

1. e A ENER RO LA IIRE B (R A w2 - HERRARAFIEE - &
AT H BT — - F1#% =4FHY CRSP 28 5 H I (E EL MY - 1= COMPUSTAT H#5
B AEN 5 1 HE 2007 FEAMEBEFES

2. B A FIEEA A B ZE £ RIFEE % (SIC Code B —fHFHFI ) ©

3. BC¥IAEIRT—FEAE MR A fE{E (Book Value of Total Assets) A EIERRANF]
Hi— A E EREEER 70% ~ 130% #HEA -

4. BU A RIFT—F AR (51 ) MEIERAL AR —F AR 90% ~ 110% #i
BN - EENCEE R AR - B ZE 58805 (SIC Code) IUH BHI—1F - #2

FE ¢ JRENEEEMIZR (ROA) ; Barber il Lyon (1996) f&HT » FR Rl E IR S0 B R I RV ERERE
RIEARFR A T T E LRI R % - 2R > fQB AR E R A T EERREE - BRI E ER S
MERRMMEEERBEE DIEBM EE EE AR EESE - BRBE - RuFsell
McLaughlin  Safieddine B Vasudevan (1996, 1998) FltHe H AT Bl E IR 5 i R AR & ZE IR 1A
{E{E (Pre-tax Operating Cash Flow to Total Assets ; OCF/Assets) * {ERfEXIFEIE - Hh - fRrules
JEIR B B R T B A S B AR R B BRI A R R E (BN ST A -
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K2 PERIEBREAFDNZE2EERSHEKEERSHLIER

ER (SIC BT ZHE) EREEENSHEE (%) BEREESMEE (%)
1RHE (10) 69 4) 1 )
AIMEIRIAFEEAER (13) 70 4) 1 )
IEEBHEE (1ARIBRIM )(14) 16 1) 0 (0)
EEEFIEEEE (15) 16 (1) 0 (0)
RASEE (20) 102 (6) 4 (8)
FREHBE (25) 16 (1) 0 (0)
EHKEE (26) 16 (1) 1 )
ENRRIEHAR (27) 16 (1) 0 (0)
1% (28) 188 (11) 10 (20)
FIRIRGREREEZE (29) 86 (5) 2 4)
BB R (30) 16 1) 1 )
EBLE (33) 34 ) 1 )
SIS (34) 51 3) 3 (6)
T a2 A B T RSER % (35) 70 (4) 3 (6)
EFEREK (36) 87 (5) 3 (6)
EEiERE (37) 51 3) 2 (4)
A2 T R AEHESS (38) 52 (3) 1 )
Hih#LE% (39) 33 2) 1 )
AEEHRMEEREE (42) 34 2) 1 )
IKEH (43) 16 (1) 0 (0)
Zo5EH (45) 52 (3) 2 4)
iBEH (48) 34 ) 1 )
BF - RHEFBEAHESE (49) 85 (5) 2 (4)
B E (MAET )(50) 34 ) 1 )
EE (JEMIAET )(51) 34 ) 1 )
EMA SIS ELHTE (52) 33 (2) 2 (4)
BYIER (54) 34 ) 2 4)
Br&mAERR (56) 16 (1) 0 (0)
8L (58) 34 2) 0 (0)
HIFTE (59) 34 2) 0 (0)
E?ﬁ’rﬁ%‘; 70 (4) 3 (6)

FESE RS A BRIEEEARTE (62) 33 ) 0 (0)
ﬁrfzt (63) 34 (2) 0 (0)
VRS R E A% E (67) 50 (3) 1 ()
REE ~ BERETRE (70) 51 3) 0 (0)
EFEARTE (73) 50 3) 0 (0)
FAEMIEIRFEESELS (75) 17 @) 0 (0)
IRLEARTE (79) 16 (1) 0 (0)
JE1EBRFS (81) 16 1 0 (0)
T#2 -~ &t - HISSEREIEAERAARTE (87) 16 1) 0 (0)
Ell#% (99) 17 (1) 0 (0)

1,750 (100) 50 (100)
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PHBREFEZE AR (SIC Code) » {HECE A FIRIRERU AT SR RA L FIRERH
90% ~ 110% HiEA -

Tl BN T B R A RIS SRIE I - M08 CRSP 225 HIR{E - EHE IR
AN EIRRAT HAT—F B RO %R =S H SRR SE g8 A8 - HR » B EGTE
&8 O B 2 ) 0 Y AE R S IC 36 2 BT HAR R KA R B L N Fl R HUAR XX (Match-
Adjusted Return) * DU HE—F AU REETHFERR - A6 B2 HERAN A RO HT— - 2 AT
T =4 (SEUEE ) BBEE R - SRR A FITEE R ERERE - B —{EEse B AYEd
HERDIME LR - ek E b o BR TSP 8 b e S - EIR Jain B2 Kini (1994) DA
¢ Loughran B Ritter (1997) ¥R LG HEAEEIIEL - A7 H P47
#4 Wilcoxon Signed-Rank f# & °

BRI ERBEEE HwMZE (Cumulative Abnormal Returns ; CAR) 343 » KWff5e2%
Spiess £ Afflect (1995) B9 /5% » HETE 0T -

1 &
ARt = n_z (Rset,it - Rcomp,it ) (1)

¢ i=l1

CAR, = ZT“ AR, @
t=1
Hrf o AR BRI R A TIE « F PR SRR
R, B i RO E BRI FIER A ¢ A H L
R, R i FEEA TS « HH9H EEE
CAR Bl T S B RER A T 1 {E F 25 T F A SR R R
n, RAEA S -

FH/A Conrad B Kaul (1993) EEE I BB EE S G EHERER - &4
) EEGA N RERER S - IS 22 E Spiess Bl Affleck (1995) 11T HEHIEME B H
i SR MR E I BHEAEY « e EET B AR U RER A - BIEREY ¢ #ieT
EARYIRAT

fesn = CAR *[n, /csd, 3)

csd, =[t-var+2-(1—-1)-cov] v “4)
Hr -+ var Ry H (a2 520 Ei s SR (E
cov R A ISP BLE SN 21 2 — B EH 3RS FR A
t BT BRI AR — BRI E B R S EIRM (H ) -

242



BLEIESE 24 8510

AR AR SRR R Bl S ER 2 R0 - rlgeEr E A A Eelm N RE% (Conrad
& Kaul, 1993) » K » B 7 s LAG SR AVMERENE - ARUHSE— 2 & &R a R R
HB K2 Carhart (1997) VYAl -5~ Bl A iy 8 S 10 ke (8 e s o

BRI A HAE S E SRR (Buy-and-Hold Abnormal Returns; BHARs) #3473 » K
9227 Loughran Ei Ritter (1995) By /5% » HEtE AT

BHR ;= [T, (1+ R, ) —1]x100% 5)

BHRs = (1/n)) 7 [TT},(1+R,) ~1]x100% ©)

BHARs =(1/n)) " [T1},(A+R,,,)—1]1x100%

~(1/mY [ (14 R,,,,, ) ~11x100% ™

Hr o BHR |, R5 i LA IR A IR ERE=E (Buy-and-Hold Return; BHR) ;
R, RE | FAFHES(F ¢ B8 A I
T BRI BB A TR —FE BRI = E AN (F)
BHRs Ry VPR IR MR
n Ry ARE
BHARs “FyHis /s ml SRS 4 A9 5 R SN i 2 5 HI7
R AR 22 5 R
R, B § SBARAFHETE 1 F 9 B
R, R RECEATIERCE « B H B -
et E _FERFBCE « M EMET & (Paired t-test Statistics) * F DA E AN B B L
TP R R R S T T
H R Carhart (1997) FYAlFREA Ry

pr_R‘/z:a +B (Rmf_R‘/t)+y sz+8 M[+(p PRI)’R[+8z (8)

Hrp o (R -R) R & GIERIEH « WHHTINME (Equally-Weighted) AI{E{EfNTE
(Value-Weighted) BRI - R R & GEFIFH  (H MR - R Ry SRR -
Rmt AR+ (Market Factor) » R iS5 &M & HHmBIR - SMB REFIERE T
(Size Factor) * Fy/]NAHE] (Bottom 50%) 5% & #H & HBEL K /N F] (Top 50%) & #H & il
LR HML ARERIRET{E AT (Book-to-Market Equity Factor) » Fsr=iRIE i {E fL
JNHE] (Top 30%) &M & HBELEIR A M {E LA F] (Bottom 30%) &R & #elill. 72
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i

& * PRIYR fREEIRER T (Momentum Factor) » BHi—HF &ML F] (Top 50%) &

HH & N B I — (RS =] (Bottom 50%) X EAH G #2252 © 110 o Ry RREEIENE Ty
SLHCIRIN Bt EATRYE - By O N @ 3R RER ~ M IR (EAENRE T HHR A
P

R 5 e A R T ) S0 B (R

B RATE T  BRIEMANZRE 7 - Fff122%5 Adams £ Hiller (2000) HY /712 » il
VY{E s B R EAR 2 & A B (Debt/Equity) ~ HE{E 7 (Bid- Ask Spread) »
HEEH<E (Total Cash) HfE2ETi{H (Market Value of Equity) ° [ T BEEEHEZE R KIF
CRSP 4 , HEFERIKE R COMPUSTAT @ i@ 8 B S 4hpT—FE - i &
BRI EETEI A ENE - FHRDIRER  EEEE RSk EE EHE
FEMZEE ; HRS RIS E RSN R E R E S T ER AR LRSS
dite Ve

7 3 R AR ERIRGILAE T E R - BB S8 (P80 B 97.72% (51.33%)
For O T H BRI A FEENAGENRRS  BEEZEIIH (P K 7.57%
(0%) ; HEIR . S8 (A7) By 12800 E3ETT (1200 EZETT ) 5 BEAM » BEANEIEL
HARE S St E Ry 7.24

£ 3 A2 FORHE
FiO% R A POl 34 BAY

BELE (%)

(D/E)

BEEE (%)

(BAS)

WIRE (B=TT)

(TC)

L HE (In)

(MVE)

ARZRA 1960 ~ 2007 EHEBEREMR LB EEBFR AT Z 50 REE L% - HREEBAIRGHR
SHE (BETHARIRETE ) c Hbh » BAELARNEEEBFEGATIRI—E (year-1) BARREEA
BN LERENEER  BRLUIAEES  EEEEAFARMRIMMKEEEBRRATII—F (year-1) 32
SHEEERFENEE  BRSABARRNMEEBEEBRGATRI—F (year-1) WIRSHNEIRS
IN#E ; ETHERABARRM B EZEBRGATFI—F (year-1) FRBEIINS BIRLFERB
HY B SRE4E -

97.72 172.64 25.81 51.33 85.92 50

7.57 14.25 0.00 0.00 6.96 50

12800 37400 500 1200 4500 50

7.24 1.26 6.50 7.15 8.19 50
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FpR B E RS BUE 2 - ASCE Jote (2 RO & B AR b S =R — 4
BRI 1R = AR SR B L - IRIR PLR B R 0 R & Z IR 2 2 - HR - 3
e ) SR S SR PR S B B K. Carhart (1997) VYAl BT A EERT Bl
VLA R BB R B A I EACE A R Z MIRIIRSIH R R - RRERTRERALFR
IR HIAIR -

h ~ EERBR

FRAM e 1568 Rl O R R o S PR b N P R A 1 S B 5 N BIE RS - DLBRSE AR
SRR LA R & B R b N Bl R RIS (L -

B3R 4 1R A BUR - BRALA TR & S IR A 7% = Fn e —FE
I LT RT— 4 - HP AL TR BOIMREE B R AR —F (AT
8 year -1) FEIFEEIEL (TPA7EL) 5 0.15% (0.13%) 5 H BRI ZHIAR S & 58 (755 A 5]
BV — (LUTHH year + 1) » 55 4 ( LUTAH year + 2) K28 —=4F (LT # year + 3)
HISER 8L (P78 PR 0.27% (0.21%) ~ 0.16% (0.16%) ~ 0.18% (0.15 %) » it
A 4 S ST B E R A BRI B R IE -

{53 4 1953 3% B 8K » FABEACH BT & BB (R B N BRI R 25 A B R ER
B o Hrf year + 1 B year + 2 HYSEIFEL (A28 ) %55 0.09% (0.05%) £2 0.13% (0.06%) °
HEIE(E HEE - REEARLE S PIER B E BB RS R —FHEHE —FE2
TERERHI SRR ECE A F] 5 2R year-1 Bl year + 3 HIP 5 -0.03% DL -0.01% >
{HEEAEEE -

B3R 4 53R C BUR » AR FER LM EE HB R AR —F BRIk —
(LU year -1 ~ year + 1) B AR SR LT - S EEL R A7 8055 51 5 0.11% B
0.07% ° BERRRITHT—F BT 4 (LUT T year -1 ~ year + 2) LR H]—F 2 AL
LR = (LA T i year -1 ~ year + 3) HARRIREROZ A HHREEAT - ARS8 (A28
¥R 1EAE (0.01% (0.05%) ~ 0.02% (0.05%)) °

1E3% 4 19533% D 8/R - FJRBERC T BT MR & RS O /0 F % = (B ) 2
HFEHR o HH year -1 ~ year + 1 i year -1 ~ year + 2 Ry { & FEHYSEIG 8 (P78 195
EEAE » 901R 0.12% (0.08%) Eil 0.16% (0.15%) » ARFEEEARN FIFER I THIE & B8
REBRTEE — RO E —F - BBOTHTE —F B OLE S A RERER BRI S A
HIIF « Z2JA year -1 ~ year + 3 HURERUHEAR RN - (HIESEIE0RTEE 0.02% -
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&’ 4 EERIIMEBESBREA FIAIAEHRMLE

7R A L BB RIEA B E 2B IR
B FE year-1 year + 1 year + 2 year + 3
0.15*** 0.27*** 0.16™** 0.18***
T8 %
(3.31) (4.72) (3.96) (3.72)
0.13** 0.21%* 0.16%* 0.15%*
AR %
(0.00) (0.00) (0.00) (0.00)
IE{ELEE % 68% 76% 74% 76%
A 50 50 50 50
433 B ¢ AREACH AL L ARRYE B B B (R AV 1 2 2 AR ZESREN
BT FE year-1 year + 1 year + 2 year + 3
-0.03 0.09* 0.13*** -0.01
FI9E %
(-0.51) (1.66) (2.98) (-0.14)
-0.01 0.05** 0.06™** -0.03
AR %
(0.71) (0.06) (0.01) (0.58)
IE{ELEE] % 48% 58% 68% 44%
BAE 50 50 50 50

5 C | MR E BBARREI S AR Z AR S E)

BT FE year-1 ~ year + 1 year-1 ~ year + 2 year-1 ~ year + 3
0.11* 0.01 0.02
F9E %
(1.61) (0.16) (0.32)
0.07** 0.05 0.05
ANIE %
(0.025) (0.36) (0.27)
E{EEES] % 64% 52% 56%
BRAE 50 50 50
33 D | HEEH IR EEBRENE AR AR E RS E)
SRS FE year-1 ~ year + 1 year-1 ~ year + 2 year-1 ~ year + 3
0.12** 0.16*** 0.02
FHHE %
(1.73) (2.72) (0.25)
0.08* 0.15*** -0.04
OB %
(0.14) (0.01) (0.82)
IE{EEERI % 54% 66% 46%
BRAE 50 50 50

FE 1 R 343 1960 ~ 2007 FREIIZAFIBEBBRERY 50 R LR EFARAERRE -
TIHER tie%E - BEREESTE - ERAAMEHEEE -
ERBENEREE (Hla0 year-1)

FR{7E#E Wilcoxon Signed-Rank 1&5E »
*ooxx e BRIRFRTE 10% 0 5%

1% BIREZE IKZEE -

IE{EEESG

MEHRES -

R ERE R (5140 year-1 ~ year + 1) ST E HIE(EIRENAYEL B b5 LIEERE 50 ERRABAYLLA) -
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FraZe 4 BRGSO BIE RO LR & SR R b A Rl R BB R B BT
HERREOTHE B R A FRIECE A F] o SERBOI MRS B RE A FRE —F &
B TAERVREREE R IE 0 BB SRR IE BN R 5 AR - MR DA SRR - R
HARM R R A BB T 95 5 Diallo B Kim (1989) - HERZHAR H B 7 BB RS 45 K (3
90 K) ME @ ASGHESRA B IR RIAEAVERE - AN » AR FRIAESEE R E
TABEJE R b /8 Bl 2 FO AR BRI « ARy » Scordis B2 Porat (1998) f5HY » 418
EBIMIELE 1977 F£ 20T » BRAE S G E SR A TR R 7] DUERRFL T 5
(Federal Income Tax) F[1FR ; SRIMAEE 1977 4ELA% » Revenue Ruling 77-316 FE » HY
HETEARBEE - 20k —2K - SRR R FIR RO 8 & 8 O b A = AT S 20
B _FREEEER - A5 0 Diallo 2 Kim (1989) $ 5 HyE M HEE 2 HiT#2 BTk 17 5 & Prbe
NEIRRA ERESGC B E SRR - BROTEBREATRAE A RN A R W
A -

7 5 Ry RREEFE W - SEIFE R R BB & Carhart (1997) VU T A5
L BT R E EB R A R RIIESCE T ENEREAR - ERSHTRAH
BRA N EE RO T AR 8 & BB OR b S B AT — 1Y 2R B il =R R R ECE A 7] 5 280
AN FHBOLMEEREBRE A FR —FEREEOIR =5 - DUREOLHT—F 2L
P2 =4 WA {[E & [ET Y SR RE S H W R m R B A F] » 1E5738 B/ BROAR L BRI AR
WEE & BB O b /N B AT — ARSI R A HA R 2 R E R ECE A F] - HEEALHE]
H O E B R A R —FE B % = R EHBOLRT—FE R RIL% = 4F
A {1 & [T SR F G HA R 52 R A S R A R S - RRE LT - % C
[ Carhart (1997) PYAF-EER 53 A4l AT - HBOREE A T EEEIRE (5 >) [Fi
N EEINEEE R (o) REZFWIEE - 2RO E S B R A S EH
RIS E IR S B R B I RS - JREN - AR B B BT AR 8 & 58 O b Rl
— R SRR AR SRR BB AT AR AC S SR E I 52 =R ()
AR - AREARL B O S E H B R AT —F 2 O % = AR

PRI AC T A FI M - RS~ v~ 0 T o BUR - BRARF H RO & HE R ET
—EERILR =R SRR AR 2R ARG - BRI EE S8

PREERUBEAR R Z R BN ~ IR T (EEL S R — S B A =] - BoE 2 RIFRE)
RERI T PERE D » HERET BRI BRI RUBAR L FIAHNE] -

2E > AHSEDIRERRS SR B EE IR RUAS SART - AP B E DR R -
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&R 5 MIIMEBEERREARZEATDRBKRERY
HER A BIFBE S BRRAR L BARRERY AR RME R R
EEEREAF AU AR TR

B (R) CAR% CAR% CAR% LHRETE
12 ~0 (12) 0.14 0.18 0.04 -3.90%*
0 ~ + 36 (36) 0.58 0.40 0.18 9.50%**

12 ~ + 36 (48) 0.73 0.59 0.14 6.28**
433% B: BB EEERGE AR ZBA RN AR Z FIOFE IR 2R =
EEREEAR Ao /A R) FHEE . e

i (8) BHR% BHR% BHAR% Paired t &1 &
12 ~0(12) 15.33 17.83 250 -0.51
0 ~ + 36 (36) 75.15 37.91 37.24 2,63

12 ~ + 36 (48) 101.64 60.48 41.16 2.08*
4>Z= C: Carhart (1997) PUR FBEZF 4T
Valued-Weighted ERREEAT i S /AN
0.92* 0.78
* (1.30) (0.68)
1.41%% 1.41%%
F (9.45) (6.13)
0.11* 0.46**
4 (1.36) (1.92)
5 0.61%* 0.28**
(5.74) (2.43)
0.21%* 0.15
¢ (3.71) (0.89)

EE 1 2R 5 %7K 1960 ~ 2007 FRE LRI FAFEE EE R 2B AT 50 KEVRIAREBNERR - 7RA
BEAATREHARERIMBESBREIAN—F - RAB=FURKIF—FERIE=
FRRBEEBRINE - 9K B ABRFAREEHARERIIMEEEZBRGIIAT—F « BRI%R=
FLURBIBI—FERI B =ZFOTFHFFHRERHRME - K 2RETBRMNRZ tREER
CAR, *\[n, /esd, » LFR » esd, =[t-var+2-(t=1) cov] * » var %% B HEEAE T 19 R % WM~ B RHTFi9E
cov AEZRMBEFHERRMFII 2 —EERLEEY  t AR EBREN —SEIEBER=F2H
28 (B ) - MEHSEPEERMRMRZMETE S Paired t-test * ALGERAR LR HEEE AR
FEHFEHIRRMME T EMER - 445 C & Carhart (1997) [UEA-FHEEI547 1960 ~ 2007 HARIAL L
B EBRREARRPREBNMNERFER - BRNAHEIEHEERPANRAXXE 12H -
ISR tIRETE -~ o ™ DRINRTE 10% ° 5% » 1% BIFRZE IKEE -

TRETEE 5 WA RSN - BRI E BB (R e A R 2 RN R R IR E R IROR
RS HRB IR A FIRIRCE A F] - [FIRFHaR(E T 3% 4 BUBTFERER -

PR Ee 4 B 5 WUFG ARSI - BOAR L RIE RO LA 8 & SR R I BT R Y5 5 R
5y AR g - BRI PR A SR SRR Carhart (1997) PUIA]
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T - WERIFROE T - RO A RIRERIRLE - RREEIN S - SR
M E S B RN A EERIESCE A WEIREC LB R EECEAF - bl
W5 = B B PR e 3 N RIS SR - R DA SRR R BRET 5 [RIIRY T 4 2 J e 7 B
HIE Ry 2T AL B R A B AT TR 2P Fe - R B E R Ry - B —2
TE R SREL BT IR R 2 F IR -

7 6 BRI RN FIE RO LA E HUB (R R T — B0 = F A B R
R - WE(EL - BHEEE W R s T (E VU (E R R R AT o bl
JEKTE Adams i Hiller (2000) fa bk 17 5588 CRbe 2 RIS REA R HARE S ik » AL
oI bl DU (E R et N S R B R L B AR bR N R R A FI RIS (RE ) -

K6 EERIIMKBEEBRRBARZERERBMESERITRER
SRR A BB R — F RS = SN RAR LRSS

1EEY — = = Py il

i 74.51%* 71.94%* 75.27** 110.20*** 110.46***
(7.99) (7.89) (8.85) (2.33) (2.23)

B&LE (%) -0.02 0.03
(DE) (-0.36) (0.486)
HEEE (%) 0.09 0.22
(BAS) (0.21) (0.48)
RIEE (8B%E5) -0.02 -0.03
(TC) (-0.88) (-0.90)
#ERmT{E (In) -5.16 -5.42
(MVE) (-0.80) (-0.78)
BRAE 50 50 50 50 50

5F 1 F 6 5 1960 ~ 2007 FRIMLIM B EEBREAN 50 R EHAAERAR - HERLTEBREE=

FRRERMES - BEEX A -
CAR, =B, + B,DE, + B,BAS, +B,TC, +B ,MVE, +u,

Heh o RS AMELUAMN EBRERI—EER A= ENRBETRM - WaEt  E5E
= RN BT ESRIEEAERONT - CAR AE i EBAATINREEBRINK ; DE A
BIREARARMNEREL  BAS B i ZBAATIMNBEEEE ) TC, AHE i REAARINMEIRS
MVE B8 i REAARINERTE u BE I REAARINREIS - ERAB tHETE o~ x>
SDBIMRIRTE 10% * 5% * 1% BIREEIKHE o IREEEIRTE

FE L - ASCSEANEINA B IR S S RS EOE TR - SRR EE - B SRERE
Ry 227% Chang » Chen ~ Hsing il Huang (2007) » HEFE R  (ITEFTERFF —FEZEA —
PR FIME — Lm A B F] — R RIREREF] ) + HAERE(EE -
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wrer DLESIT - SRR S SR R b A BT SR (EE - I ELAER
BAERILEBREAFNESE - HEPERNRE R RERE -

b ~ ¥55m

ASCERF 1960 428 2007 I E]_E /A FIE B S BO LM & S B IR A E
IS RARA - BB HB R A F B e R IERrE 2 I ASERFE AR
FLH M (Loughran & Ritter, 1995) EAPY A7~ ER 5347 (Carhart, 1997) F8{b3ATiES
[FF 5 | HEFC A PR A N FIRUAE S L - ARG SRS » BOTMi B E B R A
R RIAESCSELT - WERRBOIEB R A ENRE  EAREEROIMEEE
HE R AT EA e ZEEERDEE -

A SRER - RIAME - HEARE A TS RAZEN N g E L EEBIE - KA
FABE A Bl RHAAERL - boibam - PTIRMEUNBG R » WA RSB & 3RO R
rba A FIRVE RS - R BATERABRITREERRE - REEEEBERDIR OGS
FRAFIECEERt AV AIRE 23 - M MRRCT S R b S FIRYZ2 R « RIE - BN RZE HGER]
YN L BB IR A F] (5 ) o B0 53 B 7 3 Bl 5 BHRL e ZE 0 B An TR MO 28 B ERE T
TTEBREAERETE - B L BIEEMERIREERSRC A R ppE B RER - ek
%z AR RB R A AR EGR BRI - AR RO T E B A A T LA
BE AR TS BEARAESTH - DU DUES AR A\ SiE EE A RIEE
PARE AR T % - AR It RIRO T E B R b AN RS E T E AT - BlihE
EHEGESEEHE R AT - BB H RS T BARIER - REBRER R - Al -
IR E RIS IR T - BRI AR AR IIRE S — » DU R TH
@R A R EAREETYE (5E») » MEAET S EF#H E S ERAI SRS - S E R
B MR A 52 B R T SR AR BRI 3 - E AT BB IR A =8
EZEEE -

FE 2 Bl - KZE5EE (Evergreen Group) 11 H S i L HBRIE A F] » B EFEHE TIEE SR (%)
INFEIFAFRPE (Guerncey) FXO7 BB R /N5 -

FE > BT OREEIEARE (REE R E A o —HE - RS ERE A AR ae: - Bl —ieRg
ZELRBEREANE - AT DA BB YN FE R EREE - AR SEE TR R -
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The Impact on the Company’s Long Term Performance With the
Establishment of Captive Insurance Company

Chih-Wei Chao, Adjunct Associate Professor, Department of Insurance, Tamkang University
Wen-Yi Lin, Associate Professor, Graduate Institute of Financial and Economic Law, Feng Chia University

Y. Angela Liu, Professor, Department of Business Administration, National Chung Cheng University

English Summary

Whether the establishment of a captive insurance company can advance the parent
company’s performance is an issue of academic as well as practical importance, and thus has
attracted wide research interests. In prior research, various tests have been conducted to
ascertain the impact of a captive insurance company on the performance of its parent, though
most of them focus merely on the short-term impact (Cross et al., 1986; Diallo & Kim, 1989;
Adams & Hillier, 2000) and neglect the fact that companies establishing captive insurance
are to improve their long-term performance. As Schmit and Roth (1990) point out, it takes
long-range observation to make objective judgments when assessing the effects of using risk
retention or risk transfer tool on firms. Therefore, we select U.S. exchange-listed firms that
have pure single-parent captive insurance companies registered in Bermuda between 1960
and 2007 and set up the observation period to be four years (from one year before the
establishment to three years afterwards). Using matched pairs of firms with and without
captive insurance companies, we examine the long-term performance of parent firms due to
the establishment of captive insurance subsidiaries.

There are many different types of captive insurance companies. Our research focuses on
pure single-parent captive insurance subsidiaries which are wholly owned by parent firms of
non-insurance industries and assume or transfer the risks of the parents through damage
liability and reinsurance. When measuring the real impact of captive insurance companies on
their parents, samples should be selected from among pure single-parent captive insurance
companies so as to avoid bias and to clarify the actual benefits of captive insurance for
parent companies. As of 2007, there had been 5,300 captive insurance companies of various
types globally, in which about 57 percent were accounted for by U.S. companies. Thus, we
particularly include our sample data of the U.S. exchange-listed companies with a captive
insurance company set up in Bermuda (as of 2007, 264 U.S. companies had registered in
Bermuda). Because the majority of the world’s captive insurance companies are registered in
Bermuda and the available information is open and intact, many previous studies such as

Cross et al. (1986), Diallo and Kim (1989) have also included America-based companies
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registering their captive insurance in Bermuda in their samples, which makes it easier to
compare the results. The sample does not cover firms not found in Compustat or CRSP
database during the stated four-year range of observation. In addition, the enterprises
considered in this study must still be in existence by the end of 2007. As a result, a total of
50 firms are selected. To effectively measure the returns on stock prices of the sampled
firms, we compare the results of the sampled companies and the matched firms based on the
method introduced by Barber and Lyon (1996).

This paper employs data of U.S. exchange-listed companies with single pure captive
insurance subsidiaries established in Bermuda from 1960 to 2007. First, we investigate into
the companies’ stock returns over the sampled period as well as the differences in returns
between the matched pairs of companies. The differences in the cumulative abnormal returns
(CARs) and the buy-and-hold abnormal returns (BHARS) are also examined. The analysis of
the four-factor model (Carhart, 1997) is also conducted to measure long-term performance.
Finally, we explore the possible factors that could explain the long-term performance of the
sampled firms.

First of all, to measure the performance differences between the sampled companies and
the matched firms, we calculate the annual means and medians of daily returns of the
sampled companies, from the year before the incorporation date until the third year
afterwards, based on CRSP daily stock prices on trading days. Second, the matched firms-
adjusted returns are calculated by deducting the returns of the matched firms from the returns
of firms that have established captive insurance companies in order to provide a consistent
cross-sectional indicator. The results are verified with a t-test, and further with the Wilcoxon
Signed-Rank test, given the concern raised by Jain and Kini (1994), and Loughran and Ritter
(1997) about the asymmetry of financial ratios. As to the cumulative abnormal returns, we
use the method suggested by Spiess and Affleck (1995). Third, as Conrad and Kaul (1993)
have demonstrated that applying the method of calculating short-term CAR to long-term
CAR may result in upward or downward biases, we adopt Loughran and Ritter’s (1995) buy-
and-hold abnormal returns (BHARSs) and Carhart’s (1997) four-factor model to measure the
long-term performance of stock returns in order to enhance the accuracy of the result.
Finally, considering the possible variables influencing long-term performance of the sampled
companies, we employ four variables adopted by Adams and Hiller (2000): debt ratio (Debt /
Equity), sale of the spread (Bid-Ask spread), with a total Cash (Total Cash) and equity
market capitalization (Market Value of Equity), to examine the impact on long-term

performance of the sampled companies.
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The results show that the firms in question have outperformed the matched firms
regarding all the following indicators: the annual performance after the establishment of the
captive insurance subsidiary; the performance variations during the observation period; the
cumulative abnormal returns; the average holding period abnormal returns; the analysis of
the Carhart’s (1997) four-factor model. This means that the long-term performance of the
parent company is significantly improved due to the establishment of pure single-parent
captive insurance company, suggesting such actions would provide additional benefits to the
parent firm. This study furnishes a rather under-explored part of existing literature. It
promotes the setting up of captive insurance companies as a risk management strategy and
provides a guide for decision makers in both the private and public sectors.

In the regression analysis of exploring the sampled firm sampled firms’ cumulative
abnormal returns, however, we find that the four variables examined (debt ratio, the bid-ask
spread, total cash, and equity market capitalization) exhibit no influence on the long term
performance of the parent companies with pure single-parent captive insurance subsidiaries.
The analysis suggests that enterprises could increase their corporate value through
establishing a pure single-parent captive insurance company, though the variables affecting

the long term performance of the parent firm are yet to be identified.
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