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The article is devoted to analysis of insur-
ance companies’ investment activity problems.
The main tasks of insurance companies invest-
ment portfolio management that arose in the
investment portfolio management process as a
part of investment strategy realization have been
defined: ensuring high rates of development of
the insurer due to effective investment activity;
maximization of profit; minimizing investment
risks; ensuring financial stability and solvency of
the insurer; acceleration implementing the invest-
ment project. The influence of various types of
risks on the results of the investment activity of
the insurance company has been analyzed.
The program of actions on formation of the
investment portfolio realization has been pro-
posed. Problems and peculiarities of optimization
of investment potential management process
of insurance organization have been defined.
The indicators of evaluation of the investment
activity of the insurance organization have been
characterized.
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investment risks, rates of investment activity effi-
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B cmambe paccmMompeHa rnpo6riema yrnpas-
JIEHUST UHBECMUUUOHHBIM riopmebesieM cmpa-

Xxo8oli  opaaHusayuu. OnpedesieHbl  3adadu
yrpas/neHusi UHBECMUYUOHHBIM  riopmahesiem
cmpaxosoli KoMrnaHuu, Komopble BO3HUKatom
B rpoyecce peasusayuu  UHBECMULUOHHOU
cmpameauu, a UMEHHO 0becrieyeHue BbICOKUX
meMros passumusi cmpaxoswjuka 3a cyem
aghghekmusHoOU  UHBECMUUUOHHOU  desimeyib-
HOCMU; Makcumu3ayusi npubbyiu; MUHUMU3E-
Yusi  UHBECMUUUOHHbIX PUCKOB; obecredeHue
¢huHarcosol cmolkKocmu U /1amexecroco6-
HOCMU CMpaxosWuka; yCKopeHue peaaudayuu
UHBECMUYUOHHBIX  Npoekmos.  [NpoaHasiu3u-
POBaHO B/IUSHUE PA3/UYHbIX BUOOB PUCKOB Ha
pesy/ismambl  UHBECMUYUOHHOU  Oesime/ib-
Hocmu  cmpaxosol  KomrnaHuu. pedsioxeHa
npoepamma  Oelicmsuli N0  GhopMUPOBAHUID
U peasiuzayuu UHBECMUYUOHHO20 MOpMAessi.
HassaHb! npobsiemMbl U 0C06eHHOCMU ONMUMU-
3ayuu rpoyecca ynpas/ieHusi UHBECMUYUOH-
HbIM MOMeHYuasioM cmpaxosoli opaaHusayuu.
Oxapakmepu3sosaHb! MoKasamesiu oyeHusaHuUsl
pesy/lbmamusHOCMU  UHBECMUYUOHHOU  Oesi-
me/ibHocmu cmpaxosoli opaaHu3ayuu.
KnioueBble cnoBa: UHBECMUYUOHHasI Oes-
Me/IbHOCMb CMPaxoBUUKa, UHBECMUYUOHHBIU
rnopmepesib,  UHBECMUYUOHHas —cmpameaus,
UHBECMUYUOHHbIE PUCKU, MoKasamesiu ghghek-
mugHocmu uHgecmuyud.

Y cmammi docrioeHO rpobaemMy ynpas/iHHs IHBecmuyitiHUM ropmebesieM cmpaxosoi opeaHizayji. BusHauyeHo 3adadi yrpas/iiHHs IHBeCmUUitHUM
ropmehesieM cmpaxosoi KoMnaHii, siki BUHUKaromb 8 rpoyeci peanizayji iHeecmuyitiHoi cmpamezii, a came 3abe3redeHHs1 BUCOKUX MeMITi8 EKOHOMIYHO20
pO3BUMKY CMpaxosoi KOMMaHii 3a paxyHOK echeKmuBsHOI iHBeCMUUYIUHOI Gisi/lbHOCMI; 3a6e3redeHHs1 Makcumizauil npubymky; 3abesneyeHHsT MiHimisauyii
IHBECMUUItHUX PU3UKIB CMpaxosuka; 3abe3neyeHHs1 hiHaHCoBoI cmilikocmi ma M/1amocrpOMOXHOCMI CMPaxosoi KOMMaHIl; MPUCKOPEHHsI peastiauil
IHBECMUYIUHUX NPOEKMIB. BusHayeHo npozpamy dili 3 chopMysaHHsi ma peasizayji iHsecmuyitiHo2o nopmebessi, sika BK/K4ae A0C/IOKEHHST 30BHILLHbO20
iHBeCMUUitiHO20 cepedosuLya; po3pobeHHs cmpameaii iHsecmuyitiHoi disiibHoCMI ma cmpameaii (hopMyBaHHs iHBeECMUYIUHUX PecypCis; OUiHIOBaHHS
IHBECMUYItHOI SIKOCMI OKPEMUX ¢hiHAHCOBUX IHCMPYMEHMIs ma ¢hopMyBaHHs1 IHBeCMUYItIHO20 nopmebesisi mow0. Baxxiusum acriekmom rpoyecy yrpas-
JiHHS iHBECMUYITHUM ropmachesieM cmpaxosoi opaaHisauii € yrpas/iiHHS iIHBeCmMUUYitiHUMU pu3uKamu; iX ormumizayjisi € Ba/1UBOK YMOBOK 3a6e3MeYeHHs
thiHaHcoBsoi cmilikocmi ma 1amocrpPOMOXHOCMI B NMPOYEC 30ilICHEHHS IHBeCMUUItHOI OisiibHOCMI. PU3UK iHBeCMUYIUHOI disi/ibHOCMI cmpaxosoi opaa-
Hi3ayji € He /iuwe IHBeCMUUYItHUM PU3UKOM, OCKI/IbKU BIH MakKOX 03Ha4ae smpamy Kowmig cmpaxysasibHUKIB. 3as0aHHs onmumizayii iHeecmuyitiHux
BK/Ia0EHb CMPaxoBux opaaHizayjili BUPILIYOMBLCS 3 BUKOPUCMAaHHSIM Modeneli nopmabesHo20 iHeecmysaHHs (Modesib . Mapkosiya, iHOekcHa Mooesib
B. Wapna (CAPM), apbimpaxHa meopisi po3paxyHkis C. Pocca (APT)). Kpumepiem onmumasibHOCMi peKOMeHO0BaHO MPUUHAMU MakcuMyM iHBecCmu-
yitiHo2o doxody Ha Bk/1adeHuUll Karimas 3a 3a0aH020 obcsiey iHBeCmuyitiHUX pecypcis ma crpuliHsimoa2o pisHsT pu3uky. OUiHI0BaHHS echeKkmusHOCMI
OKpemMux iHeecmuyitiHuX iHcmpyMeHmIs 30iliCHI0EMbCS Ha OCHOBI 3icmag/ieHHs1 06csiy IHBeCMUUItIHUX 3ampam ma CyM 380pOMHO20 2POWO0B020 MOMOKY
3a Humu. [1151 0YjiHIOBaHHs1 e(heKmuBHOCMI BK/1a0eHb Y (hIHAHCOBI aKmuBU BUKOPUCMOBYOMLCS MOKa3HUKU 00XIOHOCMI. Po32/15IHYMO MOKasHUKU OYiHHO-
BaHHS1 pe3y/ibmamusHOCMI iIHBECMUYIUHOI Oisi/IbHOCMI, BU3HA4YEHO 0COB/IUBOCMI iX 3aCMOCYBaHHSI.

KntouoBi cnoBa: iHBecmuyitiHa Oisi/bHiCMb cmpaxosuka, iHsecmuuitiHul nopmebesib, iHsecmuuyiliHa cmpameaisi, iHBeCMUYitiHi PU3UKU, MOKa3HUKU
eghekmusHocmi iHBecmuyjdi.

Problem statement. In a market economy, insur-
ance occupies an important place ensuring social-
economy stability public safety, entrepreneurship
development, effective protection of nationals prop-
erty interests from a large number of perils.

Insurance companies play an important role in
economic transformation in Ukraine. Accumulation of
substantial financial insurance resources causes the
need to manage the movement of these resources
for maintenance at the required level the financial
security of insurance obligations. specific nature of
management is associated with risk activity character,
probability nature of insured events and consequently,
with the undefined character, of insurance payment.

Insurance organizations resources management
allows reacting promptly to changes in the internal
environment and the internal condition of the insurer
and one of its goals is the formation of a balanced
insurance portfolio as the basis of stable financial
position of the insurance company.

But changing economic conditions create new
challenges the solution of which depends on the
stability of the insurance market. At the same time,
special attention should be paid to the effective man-
agement of insurance reserves. Under-developed
are issues of formation of investment resources of
the insurer are in the context of the establishment
of a market economy. Scientific justification requires
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methodical provision of optimization of investment
resources in the context of insurance activity profit-
ability ensuring. It should be noted that the solution of
problems must be complex that ensures efficiency of
management activities.

However, for the majority of domestic insurance
companies the main source of income is insurance
activity, and investment activity is of a supplementary
nature.

Analysis of recent research and publications.
The growth of Ukrainian investment markets can be
largely secured through the effective use of invest-
ment resources of insurance companies. To date, this
area of insurance companies’ activity has not been
sufficiently developed. However, in the future, the
realization of this activity can ensure the growth of
economy. In today’s environment, solving economi-
cal, legal and institutional, functional, informational,
analytical and social problems that hamper the devel-
opment of the domestic insurance market and insur-
ance companies’ effective investment activity per-
forming is particularly important. In this context, it is
of particular importance the system of measures of
activation and development of insurance companies’
investment activity.

Significant contribution to the study of theo-
retical, methodological and legal and institutional
foundations of insurance company investment
activity was made by N.V. Tkachenko [1, p. 8-12],
M.M. Alexandrova [2, p. 58-62]. Problems and
organizational and methodological aspects of insur-
ance company investment strategy formation and
improvement have been investigated by T.S. Gavri-
lyak [3, p. 98-100]. In the work of R.V. Pikus and
D.M. Nesterova [4, p. 8-12] the main principles of
insurance company investment strategy formation
have been investigated and the main principles of
insurance portfolio management have been defined.
But the peculiarities of insurance companies’ funds
investment are not studied enough. At the same time
the problem of increasing the role of investment in
insurance as well as methodological approach to jus-
tification of effective formation and management of
insurance company investment potential need further
development and synthesis.

Setting a task. The purpose of the article is study
of theoretical aspects and clarification theoretical
and methodological grounds insurance organizations
investment portfolio management as well as elabo-
ration of investment process improvement directions
aimed at Ukrainian insurance business efficiency
increasing.

Outline of the main research material. Insur-
ance organizations investment portfolio management
despite of its components diversity could be con-
sidered as integral management object. It is known
that type and structure of insurance organizations
investment portfolio management strongly depend on
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insurance company investment strategy. The main
aim of insurance organizations investment portfolio
formation is investment activity realization ensuring
by selecting the most effective and safe investment
instruments. insurance company investment strategy
can be viewed as the main management controller
of insurance organizations investment portfolio man-
agement and to define it as a system of long-term
purposes of investment activity and as choice of ratio-
nal ways of ensuring the desirable investment results.

It should be noted that the investment strategy is
influenced by external and internal factors taking into
account which investment portfolio is formed and is
estimated used profitability, risk and liquidity crite-
ria [5, p. 35—-36].

One can define the main tasks of insurance com-
pany investment portfolio management [6, p. 36—45]:

— ensuring higher pace of economic development
of insurance company due to effective investment
activity;

- ensuring the maximum profit (in the presence
of some alternatives, the most profitable is chosen
which secure the acceptable risk ratio);

- ensuring the investment risk minimization
(by unfavorable conditions on financial market risks
may cause not only investment profit loss but nega-
tive consequences in insurance activity performance
because the most part of invested capital of insurance
company is the debt capital formed at the expense of
insurance resources);

- ensuring financial stability and solvency of
insurance company during investment activity
implementation.

Formulated objectives of investment portfolio
management are closely linked. Thus, ensuring a
high rate of development it is only at the expense of
selection of high-profitable projects and acceleration
of their realization. In its turn profit investment maxi-
mization is conducted by increasing of investment
risks that demand their optimization. Risk minimiza-
tion is an important condition of Insurance organiza-
tions financial reliability and pay ability in the process
of investment activity. So, considering the above-
mentioned objects of ensuring the high temps of
Insurance organizations economic development with
adequate level of financial reliability and considering
recommendations of the source [6, p. 113-125; 7],
one can define the investment portfolio formation and
realization program:

- investigation of external investment environ-
ment and forecast of the situation on investment
market (investment activity legal conditions consider-
ing investment forms; analysis of current state of the
market; forecast of the situation on investment mar-
ket in total or in certain segments etc.);

- elaboration of strategic directions of insurance
organizations investment activity that ensures invest-
ment short-term objects formation;
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— elaboration of investment strategy realization;

— estimation of investment quality of financial instru-
ments and identification the most effective of them;

— investment portfolio as set of investment pro-
grams formation and its estimation using profitability,
pick and liquidity criteria;

— monitoring organization of certain projects real-
ization (project progress control and analysis);

— writing on solutions of well-timed withdraw from
non-effective projects and financial instruments sale;

— investment portfolio correction by capital rein-
vestment instruments selection.

Insurance organizations investment portfolio for-
mation is closely linked with its investment policy.
To estimate the investment portfolio quality it is nec-
essary to define the quality of insurance organization
investment policy, to define its correspondence to lia-
bilities, structure and influence of investment incomes
on total profitability level.

Itis known that insurance organizations investment
activity is closely linked with significant risk. Invest-
ment portfolio management theory also includes risk
management and proposes the different ways of
its minimization. The total risk, linked to a particular
investment object, can occur from a combination of
different sources. The main types are: business risk;
financial risk, inflation risk, interest rate risk, liquidity
risk, market risk, variable risk and so on. Moreover,
total investment risk includes two components: diver-
sified and non- diversified risk.

Insurance organization investment risk is not
only investment risk since additional restriction as
loss of policyholders funds is imposed, because
insurer’ risks not only by his own money but insur-
ance resources which are formed by insurance pre-
miums. While the measures of risk minimization also
are compounds of investment management pro-
cess. Estimation of probable risks when analyzing
the investment instruments and risk management in
the next stages of the project cycle allows to reduce
the consequence of risks to an acceptable minimum.
It should be noted that investors mainly determines
the risk level on the hunch rather than according to
modern portfolio theory [7].

Investment potential management process
optimization is a pretty pressing task for insurers.
The choice of management model depends on total
amount and financial possibilities, chosen invest-
ment policy, on existence of direct and indirect
government restrictions or incentives to choose the
investment partners, conditions of their activity etc.
Insurance organizations investment optimization
challenges are solved using investment portfolio
models as G. Markovitz model (dispersion analysis),
Sharp’ index model (CAPM), Ross’ arbitrage calcula-
tion theory (APT) [6, p. 113-127].

Problem of optimal distribution of insurance
organizations’ funds is closely linked with optimal
criterion choice. Based on effective investment port-
folio theory, the main task is to obtain the highest
profitability for certain risk level or the lowest risk
level for given profitability level. In this regard it is
recommended for domestic insurance companies
to accept the maximum of investment income per
invested capital with a given amount of investment
resources and an acceptable level of risk as the cri-
terion of optimality.

The other pressing task of investment activity
management is an estimation of financial instruments
efficiency estimation which is performed basing on
comparison of investment costs a value and sums of
amount of return cash-flow which is measured using
interest on the bonds, shares dividends, agency com-
missions etc. For efficiency estimation of investments
the profitability indices are used.

In general the investment portfolio market value
at a point in time is calculated as total sum of mar-
ket values of portfolio securities now. The investment
portfolio profitability is the most important index for
insurance organization. For insurance organization
in some situations it is convenient to use indices of
investment activity cost-efficiency that produce infor-
mation on investment performance. Another aspect
of investment activity cost-efficiency calculation to be
addressed is the origin of funds used for investments.
Specificity of insurance organizations lies in leverage
usage rather than own funds. Normally used such
rates [6, p. 36—40] (table 1).

Table 1
Rates of insurance organizations’ investment activity efficiency
Accounting
Index frameworks Comment
Returns on investment (D-C)D |D —investmentincome, C— investment costs.
Investments as the performance coefficient | (D — C)/C
L . R- total income of investment capital, K — calculated interest
Profitability of own capital R-(R-K)Z rate for technical loan capital, Z— rate of indebtedness.
. . . . . I, — cumulative investments write-off, B, — investments
Relative deterioration of investment 1/Bi acquisition value.
Investment quote N,/ P, N; — investment income in a year, P, — initial investment.
Rate of investment capital turnover P/(Co - LC) E);nvgg:)?t]:l of investment realization, Co — own capital, LC —

Source: author’s development
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It could be noted that insurance technical indebt-
edness, the total profitability of investment capital
and calculated interest rate for insurance loan cap-
ital influence on own capital profitability. The latter
increases by growing of loan capital, at the same time
as total profitability of loan capital exceeds interest
rate of loan capital. Also the efficiency of insurance
organization liabilities by using insurance organiza-
tion investment portfolio formation model. Consider-
ing the structure of investment resources formation,
one can define the profitability rates of insurance
resources investment and estimate the efficiency of
every source of insurance organization investment
resources.

It would be wrong, however, to argue that rates
calculation is decisive in insurance organization
investment strategy. But, on the one hand, these
results could be used for rating formation and allow to
submit an overview of insurance organization invest-
ment activity.

It should be noted that domestic insurance organi-
zations are paying insufficient attention to investment
resources activity optimization, due to the unsatura-
tion of insurance market and low coverage of insur-
ance pitch that allows the insurers for quite a long
time to develop not through insurance activity inten-
sity increasing but through access to free segments
of the insurance market. Thus insurance organization
internal structure improvement problem has not been
so actual, since all attention was paid to the search
for channels for the marketing of insurance services.
In this regard, the load in the brut tariff was fully cov-
ered the acquisitioned and administrative losses and
the problem of investment profitability increasing has
not been among the priority targets and did not pay
attention to it.

Conclusions from the study. Insurance orga-
nizations investment activity is an integral part of its
activity, thus it should be noted that insurance organi-
zations do not fully utilize investment potential.

The tasks of insurance company investment port-
folio management faced in the investment strategy
realization are interrelated and cover various pro-
cesses of insurance company investment activity.

The risk management is an important point of
insurance company investment portfolio manage-
ment process; risk optimization is an important condi-
tion of maintenance of financial stability and solvency
in implementing investment activity. Thus formulated
objectives of insurance company investment portfo-
lio management allow to define action programs of
investment portfolio formation and realization.

Further area of research is mathematical model
of insurance company investment activity elaboration
and solution of the problem of efficiency estimation of
insurance company investment activity.
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PROBLEMS OF INSURANCE ORGANIZATIONS INVESTMENT PORTFOLIO MANAGEMENT

This article is devoted to analysis of insurance companies’ investment activity problems, tasks, tenden-
cies and perspectives. Insurance companies play an important role in economic transformation in Ukraine.
Accumulation of substantial financial insurance resources causes the need to manage the movement of these
resources for maintenance at the required level the financial security of insurance obligations. specific nature
of management is associated with risk activity character, probability nature of insured events and conse-
quently, with the undefined character, of insurance payment.

The purpose of the article is study of theoretical aspects and clarification theoretical and methodologi-
cal grounds insurance organizations investment portfolio management as well as elaboration of investment
process improvement directions aimed at Ukrainian insurance business efficiency increasing. Insurance orga-
nizations resources management allows reacting promptly to changes in the internal environment and the
internal condition of the insurer and one of its goals is the formation of a balanced insurance portfolio as the
basis of stable financial position of the insurance company.

Insurance organizations investment portfolio formation is closely linked with its investment policy. To esti-
mate the investment portfolio quality it is necessary to define the quality of insurance organization investment
policy, to define its correspondence to liabilities, structure and influence of investment incomes on total profit-
ability level. On the other hand investment activity is closely linked with significant risk. The total risk, linked to
a particular investment object, can occur from a combination of different sources.

Investment potential management process optimization is a pretty pressing task for insurers. The choice
of management model depends on total amount and financial possibilities, chosen investment policy, on exis-
tence of direct and indirect government restrictions or incentives to choose the investment partners, conditions
of their activity etc. Insurance organizations investment optimization challenges are solved using investment
portfolio models.

Problem of optimal distribution of insurance organizations’ funds is closely linked with optimal criteria
choice. The highest profitability for certain risk level or the lowest risk level for given profitability level is recom-
mended to accept the maximum of investment income per invested capital with a given amount of investment
resources and an acceptable level of risk as the criterion of optimality.

The other pressing task of investment activity management is an estimation of financial instruments effi-
ciency estimation which is performed basing on comparison of investment costs and sums of amount of return
cash-flow which is measured using interest on the bonds, shares dividends, agency commissions etc. For effi-
ciency estimation of investments the profitability rates are used.

Insurance organizations investment activity is an integral part of its activity, thus it should be noted that
insurance organizations do not fully utilize investment potential. The tasks of insurance company investment
portfolio management faced in the investment strategy realization are interrelated and cover various pro-
cesses of insurance company investment activity. The risk management is an important point of insurance
company investment portfolio management process and is an important condition of maintenance of financial
stability and solvency in implementing investment activity.

Results. Results of research are aimed at estimation and improving the investment activity management
system of insurance companies and can be implemented in practice. The application of proposed recommen-
dations in practice will ensure formation and effective operation of investment activity management system of
insurance companies.

Valueloriginality. Analyzing insurance organizations’ investment activity efficiency service sphere, this
economic category faces certain analytical complexities. Challenges and problematic issues outline prospects
for further researches of insurance organizations’ investment activity. In particular, estimation of investment
portfolio efficiency.
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