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BACKGROUND AND OBIJECTIVES: The current research was conducted with the aim
KEYWORDS: of exploring and explaining the macroeconomic factors affecting the performance
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of Iran's insurance industry.

METHODS: The present analysis is based on seasonal data (1390-1401). The
statistical population of the research is all companies admitted to the Iran Stock
Exchange. The estimation of the intensity of the effect of each of the factors
affecting the performance of the insurance industry was done using the structural
vector autoregression model (Svar) through EViews 12 software.

FINDINGS: The research results showed that a government spending shock initially
increases profitability by 0.2% until the second period, then adjusts in the third
period, remains positive from the fourth to the seventh period, but becomes neutral
afterward. Shocks in money supply and unemployment rate have a fluctuating and
neutral impact on profitability. Changes in economic growth exhibit a fluctuating and
gradually decreasing effect, eventually becoming neutral. Inflation changes are
nearly neutral, while tax revenue and exchange rate fluctuations have oscillating
effects. Variance decomposition indicates that in the short term, tax revenue shocks
explain 23% of profitability changes, while in the long term, government spending
shocks account for 30% of profitability fluctuations. Additionally, economic growth
shocks explain about 12% of profitability changes in the medium and long term.
CONCLUSION: Based on the research findings, it is recommended that policymakers
adopt a balanced approach to government spending, as government spending
shocks initially increase insurance companies' profitability but become ineffective in
the long term. Short-term increases are beneficial, but long-term stability requires
sustainable fiscal policies. Changes in money supply have a fluctuating and minimal
impact on profitability, making stability in monetary policies and interest rates
essential for the insurance industry. Unemployment rate and economic growth
shocks have positive short-term effects but become neutral or oscillatory in the long
run. Inflation control is crucial for price stability, and tax revenue changes notably
impact profitability in the short term. Exchange rate shocks are variable, and
insurance companies need to strengthen their foreign exchange risk management.
Lastly, internal financial management is important for long-term profitability, and
improvement can be achieved through appropriate training.
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Table 1- Selected variables
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profitability return on assets: profit after tax deduction Bazhair & Alshareef (2022), Upadhyaya
divided by total assets etal. (2023), Al-Omari et al. (2024)

s allsl w g GDP GDP = GDP, — GDP,_; Bushashe, (2023), Trung, (2021),

gross domestic GDP,_; Olarewaju & Msomi (2022), Al-Eitan et
product al. (2021)

5 £ INF INF = INF, — INF,_, Msomi,  (2023),Bushashe, ~ (2023),

Inflation rate INF,_; Olarewaju & Msomi (2022), Al-Eitan et
al. (2021)
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Government Government expenditure growth rate
expenditure

e EXR Noas, ¢y Msomi,  (2023),Bushashe,  (2023),

Exchange rate Dollar growth rate Olarewaju & Msomi (2022)

S g UNE (o 5 Al 10 Conez) 6,80 &5 Dorofti & Jakubik (2015)

Unemployment rate Unemployment rate (population aged 15 and
over)

Jg ad,e M I SIRVRVITON Msomi, (2023), Olarewaju & Msomi

money supply Liquidity growth (2022)
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Table 2. The results of the generalized Dickey-Fuller test
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Table 3. Interval determination results
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LR: sequential modified LR test statistic (each test at 5% level)
FPE: Final Prediction Error

AIC: Akaike Information Criterion

SC: Schwarz Information Criterion

HQ: Hannan-Quinn Information Criterion
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Diagram 1. The instantaneous response function of the profitability index (ROA)
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Table 4. Profitability variance analysis
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