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Abstract :

Due to the continuous changes in the business environment, the
issue of financial stability of insurance companies is of great
importance to these companies, as measuring and evaluating its
going concern is an indication of the extent of their continuity in
the long term. Therefore we find that there is an increasing
interest from insurance Controllers to develop indicators that
help them to verify the level of financial solvency. This is
because setting such indicators and measures leads to protection
for both policyholders and all parties dealing with insurance
companies, and helps supervisory insurance bodies to monitor
the performance of these companies.

This research aimed to apply stress testing scenarios to the
insurance sector through applying it on property and liability
insurance companies registered on the Egyptian Stock Exchange,
to clarify how these tests are used as a tool to achieve financial
stability for these companies. In the applied part of this research,
we use collecting actual data from the financial statements of the
companies under study and statistically analyze based on the
application of stress test scenarios.

The researcher chose two of the property and liability insurance
companies operating in the Egyptian insurance market, which
namely, ElI Mohandes Company for Insurance and Delta
Insurance, to study the research hypotheses and conduct an
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analysis of the data on their financial statements published for
five years for the period from 2015 to 2019. Those two
companies were chosen because they are the largest insurance
companies operating in the Egyptian market and listed on the
stock market.

Three scenarios have been applied to stressful situations. The
first scenario examines the impact of risk indicators that
insurance companies are exposed to as a result of a shock
represented by a decrease in total written premiums by 5% of the
value of (a)), while the second scenario tests the extent to which
risk indicators are affected by a shock that The decline in gross
written premiums by 10% of the value of (a), while the third
scenario examines the vulnerability of risk indicators as a result
of a shock represented by a decrease in gross written premiums
by 15% of the value of (a), where (o) represents a fixed
percentage of the average The total written premiums of the
insurance company for five consecutive years. The researcher
concludes to accept the first sub-hypothesis, which says that
property and liability insurance companies can bear the future
risks of technical insurance risks in the form of a single variable
scenario, as well as accepting the second sub-hypothesis that it is
possible Property and liability insurance companies bear future
risks represented by market risks in the form of a single variable
scenario and accept the third sub-assumption that says that is
possible Property and liability bear future risks represented by
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liquidity risk in the form of a single variable scenario, and finally
accepting the fourth sub-assumption that says that property and
liability insurance companies can bear future risks represented by
operational risks in the form of a single variable scenario.

Keywords: stress tests, insurance risks, market risks, liquidity
risks, financial shocks, scenarios, property, and liability
insurance companies.
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