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Abstract

Insurance buy-back refers to the transactions in which insurance companies
repurchase insurance policies from policyholders to terminate them. The
declines in market interest rates and insurers' investment return rates have
increased the liability burden of high-interest annuities sold until the early
2000s, increasing the needs to allow buy-back of high-interest policies. For
buy-back transactions to benefit both the insurers and the policyholders, it is
essential to evaluate the values of policies from the perspective of both parties
and determine the premiums that the insurance companies can offer to
policyholders. This study evaluates the value of insurance policies for both
parties and analyzes the conditions under which buy-back transactions can
occur. Our results show that policyholders with short life expectancies and
high subjective discount rates are more likely to accept the buy-back offer for
annuity products. In addition, we claim that financial authorities must prepare
proper consumer protection measures, such as providing necessary
information to consumers and preventing biased recommendations to ensure

buy-back transactions are executed under fair conditions.

% Key words: Insurance Buy-back, Money's Value, Biased Recommendation,

Consumer Protection, IFRS17



