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The "Smile Curve" of Life Insurance in a Low Interest Rate Environment
CUI Peng'?  SONG Zhenxing’
(1.Deputy General Manager of PICC P&C Linyi Branch in Shandong Province;2.the Strategic Management
Department of PICC Group)

Abstract In recent years, due to the overall sluggish growth of the global economy and the accelerated aging of
China's population, the domestic economic growth rate has slowed and market interest rates have gradually declined.
This paper argues that the long-term downward movement of interest rates is a manifestation of the economic cycle,
the financial cycle, the demographic cycle, and the technological cycle in the financial market. This creates cash flow
risk, carry-loss risk and even subverts the existing business model of life insurance companies, jeopardizing their
stability. An examination of the response to interest rate declines by life insurance companies in foreign markets
shows that the measures include the adoption of strengthened asset-liability matching, accelerated product and service
upgrading, the construction of diversified profit models, and the promotion of a strategic transformation to cope with
risk challenges. Accordingly, domestic life insurance institutions should change their development concepts and build
a more balanced profitability analysis model. They also need to accelerate product upgrading to create a "smile curve"
of service-oriented protection products and pension-oriented wealth management products. Additionally, they need
to strengthen the matching of products and sales, and build a lightweight sales channel that is efficient, provides wide
coverage and is low cost.
Keywords Life Insurance, Low Interest Rate, Protection Products, Pension, Insurance Asset-Liability Management
JEL Classification G22 G33 Gll1
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