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                     Abstract
This paper describes and illustrates the main ideas and findings of research on the volatility and cyclical behavior of insurance prices relative to those predicted by a perfectly competitive market in long-run equilibrium. After presenting evidence that insurance market prices indeed follow a second order autoregressive process, we examine several lines of research that have tried to explain the cyclical behavior of insurance prices. Particular emphasis is given to the theoretical developments of and empirical results supporting capital shock models, which primarily explain periods of high insurance prices. We then summarize the idea that moral hazard and/or winners curse effects can explain periods of low insurance prices. Finally, the potential effects of regulation on insurance price volatility are summarized.
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