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Profile

Ensuring constant growth through
advanced management,
an efficient structure, and
a talented workforce
Korean Re, established in 1963 as a state-owned enterprise,
was privatized in 1978. The acknowledged leader of Korea’s
reinsurance market, it was ranked number eleven in the
world by Standard and Poor’s in terms of net premiums in
2010. In addition, in February of 2011, A.M. Best upgraded
Korean Re’s rating to “A”. The company has also been
receiving an “A-” rating from S&P for five years in a row.
These expressions of confidence have enabled the company
to consolidate its domestic base, expand into overseas
markets, maximize its value, and enhance the well-being of its
shareholders and customers.
The company is now poised to transform itself into a top-tier,
comprehensive reinsurance company with a global outlook.
To do so, it will leverage its capacity to adapt to change and
continue to embrace creativity and innovation.

In FY2010, Korean Re continued to demonstrate why it is a prominent
reinsurance company in all of Asia. We posted extremely solid investment
earnings, based on our strategy of profit-centered underwriting, our industryleading asset management abilities, and our stable domestic operations.
In addition, we improved the loss ratios of our overseas operations. As a
consequence, we realized a net income of KRW 107.6 billion, a notable rise
of 36.2% YoY and our best-ever result since our founding. Going forward, we
will continue to evolve into a top-tier global industry player by enhancing our
credibility in the international market and generating equally impressive results.

107.6
Net Income Unit: krw billions

Korean Re came even closer to achieving its corporate vision of “Global Top
Class – Korean Re” by recording an extraordinary KRW 4,539.9 billion in
gross premiums in FY2010. This was particularly meaningful, since many other
reinsurers suffered large losses due to a series of natural disasters. Happily for
us, our employees were able to rise to these challenges, continuously adding
to their capabilities, seizing on the opportunities provided by change and
innovation so that we can grow even further.

4,539.9
Gross Premiums Unit: krw billions

Korean Re’s adjusted net income (the total of its net income and catastrophe
reserves) increased by 21.6% YoY to reach KRW 176.7 billion at the end of
FY2010. The healthy rise of this indicator of the company’s overall financial
health demonstrates that it is in excellent shape, both in terms of revenue
and its ability to deal with such risks as large-scale accidents, disasters, and
losses. The company will continue to leverage its operational energies and
strong corporate culture to further its competitiveness in the world reinsurance
industry.

+21.6
Adjusted Net Income Unit: %

Korean Re’s investment income ballooned by an astounding 110.5% over the
year to a record KRW 166.5 billion, comprising the bulk of its net income in
FY2010. Our return on investment (ROI) of 5.9% was due to stable investment
income that focused on premier-quality bonds. These stellar performances are
rapidly boosting our profile in the global reinsurance market. Having established
targets of KRW 15 trillion in reinsurance premiums and a top-class ranking in the
world market by 2020, we remain dedicated to enhancing our market position
and maximizing shareholder value.

Investment Income Unit: krw billions

166.5
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financ ia l h igh l igh ts

KEY FIGURES

[

In billions of Korean Won

FY2010

FY2009

]

[

FY2008

In millions of US Dollars

FY2010

FY2009

]

FY2008

For the year
Gross premiums written

4,539.9

4,261.0

4,041.4

3,904.9

3,477.5

3,279.2

Net premiums written

3,093.5

2,901.8

2,818.8

2,660.8

2,368.2

2,287.2

Net income before tax

141.2

105.0

78.7

121.4

85.7

63.8

Total assets

4,750.6

4,327.2

4,176.5

4,249.2

3,789.8

3,003.6

Insurance reserves

2,436.3

2,209.9

2,185.6

2,179.1

1,935.5

1,571.8

Total shareholders’ surplus

1,311.6

1,145.2

1,002.0

1,170.5

1,003.0

720.6

217.7

211.4

190.4

217.7

211.4

190.4

98.5

95.9

103.1

98.5

95.9

103.1

ROA

2.4

1.9

1.6

2.4

1.9

1.6

ROE

16.4

13.6

11.5

16.4

13.6

11.5

Payout ratio

30.3

21.5

35.8

30.3

21.5

35.8

1,089

815

613

0.97

0.71

0.50

At year-end

Financial ratio (%)
Solvency margin ratio
Combined ratio

EPS (KRW, US$)

Note:
Korean Won amounts have been converted into U.S. Dollars based on the exchange rate of KRW 1,162.61 per US$ 1.00 for
FY2010, KRW 1,225.26 for FY2009, and 1,232.43 for FY2008. The B/S section has been renamed Statement of Financial
Position Section due to the implementation of IFRS standards. For the Statements of Financial Position Section, the applicable
exchange rate was KRW 1,118.00 per US$ 1.00 for FY2010, 1,141.80 for FY2009, and KRW 1,390.50 for FY2008.
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GROSS PREMIUMS WRITTEN In billions of Korean Won

Net premiums written In billions of Korean Won

4,539.9

3,093.5

4,261.0

2,901.8

4,041.4

FY2008

2,818.8

FY2009

FY2010

Total assets In billions of Korean Won

FY2008

FY2009

FY2010

Total shareholders’ surplus In billions of Korean Won
4,750.6

1,311.6
1,145.2

4,327.2

1,002.0

4,176.5

FY2008

FY2009

FY2010

ROA %

FY2008

FY2009

ROE %
2.4

16.4

1.9

13.6

1.6

FY2008

FY2010

11.5

FY2009

FY2010

FY2008

FY2009

FY2010
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Mes sag e f r o m th e CEO

Message from the CEO

The basis of Korean Re’s continued success is
its “customer-first” service attitude and innovative corporate culture.

CEO

Jong-Won Park
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Dear Clients & Shareholders,
I sincerely appreciate your long-standing support of and
interest in Korean Re.
In FY2010, the company established a more stable
business platform as a global reinsurer through its
continuing commitment to transparent and diligent
management.
Despite the global financial crisis that occurred in the
latter half of 2008, the Korean economy persevered, due
to timely and comprehensive responses on the part of
the central government and similar efforts by the private
sector. As a result, the Korean economy grew at a solid
rate of 6.2% in 2010.
Due to such dynamic management initiatives as highquality policy standards, new and innovative product
development and offerings, and well-planned strategies
for advancing into new markets both at home and
overseas, Korean Re was able to attain success on two
fronts. One was an increase in its size; the other was the
securing of a stable financial base. By applying systematic
and scientific risk management processes and offering
industry-leading services to its customers, we were able
to attain the highest-ever net income in our corporate
history, while also winning recognition as a major player
both at home and abroad. As a result, our credit rating
was upgraded to “A” by A.M. Best, and we maintained
our “A-” rating from Standard and Poor’s for the fifth
consecutive year.
In order to survive and thrive in today’s rapidly changing
economic environment, Korean Re is establishing a stateof-the-art internal operating structure that will ensure
steady, continuing, and sustainable growth in the years
ahead.

This includes a commitment to honesty and transparency
in all our management activities, and fulfilling all our
customers’ needs by insisting on a client-centered service
mindset. We will also continue with the development of a
warm and welcoming corporate culture.
Korean Re contributes to the balanced and stable
development of the Korean reinsurance market through
its role as a leading industry player. We have also
been an active member of the global marketplace for
many years, helping to mitigate and limit the effects of
destructive, large-scale risks, including natural disasters.
We will continue to develop mutually beneficial, long-term
relationships with all our global partners, assisting them in
advancing the interests of the international market.
The basis of Korean Re’s continued success is its
“customer-first” service attitude and innovative corporate
culture. In addition, we have established a corporate
philosophy and vision that seeks to maximize the
happiness and well-being of the entire global community.
Our rapid economic growth, international exchanges,
and a wide range of cultural content are showing the
world how dynamic a country Korea really is. Korean Re
shares this sense of passion and adventure. As a result,
we will do everything in our power to become your true
and trustworthy partner in the global reinsurance market.
I hope that you will join us in building a brighter future for
everyone.
Thank you.

CEO Jong-Won Park
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BOA RD O F D IRECTORS

BOARD OF DIRECTORS

CEO
Jong-Won Park

Executive Director
Jong-Gyu Won

Standing Auditor
Young-Soo Choi

Managing Director
Kyung-Hak Lee
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Korean Re’s trustworthy management team is
committed to transparent practices to ensure smooth
operation of the company.

Chairman
Hyuk-Hee Won

Managing Director
Nam-Deuk Chun

Managing Director
Doo-Sup Chung

Managing Director
Jong-Il Baek

Managing Director
Seog-Yong Hong
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VISION & str ate gy

VISION & strategy

A WELL-BALANCED PLAN FOR
SUSTAINABLE GROWTH & PROFITABILITY
Global Top-Class
Reinsurer

2020

Influential Global
Reinsurer

2015

Asia’s promINent Regional
Reinsurer

2010

Projected Overseas
Business Portfolio
50 : 50 split between domestic
& overseas business by 2020

827

18.2%

2,753
32.4%

In billions of Korean Won

3,713
81.8%

 Overseas premiums
 Domestic premiums

7,500

7,500

50.0%

5,748

50.0%

67.6%

2010

2015

2020

Projected Life :
Non-Life Composition
707

30% of portfolio life by 2020

1,885

15.6%

3,713
3,833
81.8%
84.4%

 Life
 Non-life

4,500

22.2%

In billions of Korean Won

2010

6,616
77.8%

2015

30.0%

10,500
70.0%

2020
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OR G A N IZ AT IO N

ORGANIZATION

Chairman

CEO

Hyuk-Hee Won

Jong-Won Park

Fire Dept.
E x e c u ti v e D ir e ct o r

Jong-Gyu Won

Marine Dept.
Casualty Dept.

S ta n di n g A u dit o r

Long-Term & Motor Dept.

Young-Soo Choi
Life Dept.
Overseas Dept.
M a n agi n g D ir e ct o r

Kyung-Hak Lee
Nam-Deuk Chun
Doo-Sup Chung
Jong-Il Baek
Seog-Yong Hong

Business R&D Dept.
CLAIMS & SURVEY Dept.

Planning & Mgt. Office
General Affairs Dept.
Accounting Dept.
ASSET MANAGEMENT OFFICE
Information systems dept.
G l o ba l N e t w o rk

Singapore Branch
London Liaison Office
Tokyo Liaison Office
New York Liaison Office
Beijing Liaison Office
Dubai Liaison Office
Worldwide Insurance Services, Ltd. (Hong Kong)

Risk Management Team
Actuarial Dept.

Auditing Office
Compliance Team
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Major Headlines in FY2010
A.M. Best Raises Credit Rating to “A”
A.M. Best raised Korean Re’s credit rating to “A (Excellent)” on February 22, 2011.
The company’s overall outlook was described as stable. According to the agency, its
upgrade reflects such corporate strengths as Korean Re’s sound, risk-based capitalization and its consistent operating
performance, dominant position in the Korean reinsurance industry, and high-ranking risk management processes and
procedures.
The agency also applauded the stable capital position, noting that, as of September 2010, Korean Re’s five-year
average annual compound growth rate for adjusted capital and surplus (i.e., capital + surplus + catastrophe reserves)
was 12%, with adjusted capital and surplus valued at KRW 1,274 billion. It also said that the company’s risk-adjusted
capitalization, as measured by its own internal standards, improved in FY2009, and is expected to improve further
in FY2010. The agency added that Korean Re’s current level of risk-based capitalization will be maintained, with only
limited volatility expected. An analysis of the three main business lines (the domestic personal business, the domestic
commercial business, and the overseas business) was also cited to back the upgrade.
A.M. Best went on to say that Korean Re’s domestic businesses were generating stable investment income that
enabled it to grow its overseas business. It also stated that Korean Re is continuing to put forth efforts to stabilize
its overseas portfolio, and expects to record a combined ratio in the low 90s for FY2010, in line with its domestic
commercial operation.
Korean Re was also lauded for its diversification of its revenue sources, both at home and abroad, by expanding
further into overseas reinsurance markets and the Korean cooperatives’ sector.

30th Korean Re Reinsurance Management Seminar Held
Korean Re held its thirtieth “Korean Re Reinsurance
Management Seminar” from May 15-20, 2011. The
company’s underwriting techniques were described
at the “Underwriting Forum,” and participants were
given an opportunity to present their respective market
reports. An opportunity was provided to visit POSCO
and Hyundai Heavy Industries for the “Industrial Tour.”
This year, twenty-three participants from fourteen
countries took part in the seminar, to foster interest
and cooperation within the global reinsurance
market. Over its thirty-year history, this seminar has helped Korean Re to construct a global network and increase its
international reputation en route to becoming a top-tier global reinsurer.
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CEO Park Receives “Young Entrepreneur
of the Year” Award from Ernst & Young
Ernst & Young has been honoring ground-breaking
and innovative entrepreneurs since 1956, and many
world-renowned heads of global enterprises from
more than fifty countries have been recognized. The
program was launched in Korea in 2007, and this was
the fourth time that the awards ceremony has been
held here.
Mr. Park received his award in the financial sector on
November 25, 2010. He was lauded for his corporate
mindset and vision, innovations, character, influence,
and extraordinary business results. He received the
honor, along with three other recipients, in the “Industry”
category. Two other individuals were honored in the
“Rising Star” and “Special” rankings.

Korean Re Signs MOU
with Lloyds

CEO Jong-Won Park Lauded in Reinsurance
Magazine’s “2010 Reinsurance Power List”

Korean Re signed a Memorandum of
Understanding with Lloyds of London on
Januar y 24, 2011. The purpose of the
agreement was to encourage cooperation in a
wide range of business areas, including new
product development, technical support, and
training.
Korean Re welcomes this opportunity to
enhance its knowledge of the overseas
marketplace. Going forward, we will continue
to add to our overseas portfolio through
partnerships with other global reinsurers.

CEO Park was ranked twenty-first in Reinsurance Magazine’s
“2010 Reinsurance Power List.” Each year, Reinsurance
recognizes events, interest groups, and personalities who have
had an impact on the global reinsurance industry. In 2010,
Mother Earth ranked first, followed by Insurance Buyers (second),
Regulatory Bodies (eighth), Rating Agencies (twenty-second),
and Investors (twenty-eighth). US President Barack Obama was
ranked seventh.
Mr. Park was commended for his leadership in transforming a
regional Asian reinsurer into a global player with a world-wide
presence. He was also applauded for his vision in making the
company a global top-tier reinsurer.
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Korean Re Involved in Diverse
Social Responsibility Activities

Korean Re takes part in Habitat for Humanity
On September 14, 2010, Korean Re employees took part
in Habitat for Humanity activities in the city of Hwaseong, in
Gyeonggi province. Habitat for Humanity began in 1976. It
has since extended its volunteer home-building projects to
ninety-five countries.
Korean Re staff members have been assisting Habitat
for Humanity since 2003. A recruit who was taking part
for the first time stated, “I’m doing hands-on volunteer
work, such as hammering nails. As a result, my sense
of accomplishment is greater than at any other volunteer
work I have taken part in. I hope to do it again next year.”

Korean Re Reaches Out during the
Holiday Season

On December 8, six members of Korean Re’s
management and staff delivered thirty-one boxes of
clothing, shoes, and other supplies to “Anna House,” a
facility for the homeless in Seongnam. The goods were
distributed to 450 homeless people.
On December 14, members of Korean Re’s
management and staff, including the CEO, Mr. JongWon Park, helped less fortunate members of society
by donating rice and food to underprivileged families
living in Ihwa-dong, Seoul. They also visited a study
center being run by volunteers to deliver school
supplies to needy children.

Korean Re provides assistance to the Visually-Impaired
Since signing an agreement with the Cornea Association of the Los Angeles
Olympic Lions Club on April 1, 2010 to help people regain their vision, Korean Re
has actually delivered on its commitment to this cause. The fruits were reaped when
four visually-impaired people received cornea implants in Korea through funding from
Korean Re. Two operations took place on December 20, 2010, and two more were
administered on February 18, 2011.
Korean Re was recognized for its efforts with a Certificate of Appreciation presented
by Mr. Joong-Suk Cha from the Lions Club. CEO Park stated that Korean Re will
continue to help people regain their eyesight through this program and hopes to
support more cornea implants in 2011.
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Korean Re Begins Return Trip
OF the Baekdu Mountain Traverse

In late August & early September of 2010, Korean
Re management and staff completed the first leg of
another six-year Baekdu Mountain Range Traverse.
As they are now going in the opposite direction,
the first mountain to be conquered again was Mt.
Seorak, infamous for the “Dragon Ridge,” a difficult
course for even the most avid mountaineers.
Fortunately, everyone was up for the challenge,
completing the rugged course in stride.
Korean Re’s employees have completed the
traverse of the Baekdu Mountain range before.
Their exploits include climbing Mt. Jiri in 2004, Mt.
Deogyu in 2005, Mt. Songni and Mt. Sobaek in
2006, Mt. Taebaek in 2007, Mt. Odae in 2008,
and Mt. Seorak in 2009.
The company is hoping to complete the near 300
kilometer reverse traverse in full force.
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...excellence

The excellence of Korean Re’s operations was proved yet
again in FY2010. Net income exceeded KRW 100 billion, and
we continued to dominate the market. In addition, we obtained
an “A” Excellent credit rating from A.M. Best and won many
accolades for our abilities. These included the Dasan Financial
Award, and the “Young Entrepreneur of the Year” award from
Ernst & Young. Korean Re will continue to leverage our many
abilities to meet the high expectations of our customers,
shareholders, and investors.
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Rev iew of Op erations
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Revie w o f Op e r ati o n s

Overview

Korean Re’s net income grew
by 28.6 billion to KRW 107.6 billion,
while gross premiums written rose
by 6.5% to KRW 4.54 trillion.

FY2010

was marked by a rebound in insurance premium growth as well
as enhanced profitability due to the steady recovery of both
the Korean as well as global economy. Another contributing factor was the stabilization
of the financial market. Within this positive context, the Korean non-life insurance sector
experienced remarkable growth, due mainly to the increasing popularity of long-term lines
and the ongoing recovery of commercial ones. The life insurance sector also returned to
profitability, thanks to a healthy demand for pension products.
The operating environment for reinsurance in Korea underwent many changes including
growing competition to market products with favorable loss ratios, deteriorating loss ratio
in motor insurance, and continued penetration of the market by non-Korean players.
Despite this volatile background, Korean Re put forth the highest net income in the
company’s history exceeding KRW 100 billion. Net income grew by KRW 28.7 billion to
KRW 107.6 billion and investment income reached KRW 166.5 billion boasting a yield of
5.9%. In the meanwhile, gross premiums written rose by 6.5% to KRW 4.54 trillion.
In addition, the company’s long-term insurance (1), life insurance (2), and casualty
insurance (3) lines recorded growth of 14.6%, 14.3% and 13.2%, respectively, from the
previous year. Due to the company’s strategy of profit-oriented underwriting business in
the overseas inward insurance line contracted by 7.4%.
• Summary of Gross Premiums
Class
Fire, Comprehensive,
Engineering✽
Marine and Aviation
Casualty
Long-Term
Motor
Life
Overseas Inward
Total✽✽

FY2010

(KRW billions)

916.8
443.6
720.2
795.2
440.4
706.8
516.9
4,539.9

FY2010

(USD millions)

788.6
381.6
619.5
684.0
378.8
607.9
444.6
3,904.9

FY2009

(KRW billions)

863.4
444.5
636.2
694.0
446.2
618.4
558.4
4,261.0

FY2009

(USD millions)

704.6
362.8
519.2
566.4
364.2
504.7
455.7
3,477.6

Note:
Korean Won amounts have been converted into U.S. Dollars based on the exchange rate of KRW 1,162.61 per US$
1.00 for FY2010 and KRW 1,225.26 for FY2009.
✽Nuclear Insurance has been reflected in the Fire, Comprehensive & Engineering figures.
✽✽For the Review of Operations section, the Total may be slightly different from the cumulative sum due to rounding off.
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Doo-Sup Chung

R e vi e w o f Op e r at i o n s

Fire,
Comprehensive
and
Engineering
Insurance
As a premier reinsurance provider in the global property & engineering
market, we take pride in delivering our clients tailored solutions based on
sound risk management and accurate underwriting.
Breakdown of
Gross Premiums

 Fire		
 Engineering
 Comprehensive

In line with the slow recovery of the Korean
insurance market, Korean Re boasted a
record-breaking net income in FY2010.
T h i s d e m o n s t r a t e d t h e c o m p a n y ’s
vital role of providing leadership to the
domestic market by offering reasonable
rates to primary insurers.

20.8%
33.9%
45.3%

In FY2010, industry-wide premiums for
property insurance were worth KRW
1,376.4 billion. Fire insurance premiums
were valued at KRW 354.2 billion, while
those for comprehensive insurance
amounted to KRW 1,022.2 billion. Fire
insurance premiums were down by 2.7%
from the year before, while those for
comprehensive insurance rose by 7.6%.
Premiums for the property market as a
whole went up by 4.8%.
Korean Re’s FY2010 gross premiums
for fire, comprehensive, and engineering
insurance rose by 6.2% YoY to KRW
916.8 billion. Fire insurance premiums
increased by 0.9% to KRW 191 billion,
while those for comprehensive insurance
went up by 15.9% to KRW 415.2
billion. In terms of customer preference,
comprehensive insurance outperformed

fire insurance by a considerable margin.
The loss ratio remained at 53.2% for
fire and 42.2% for package insurance,
despite the devastation wreckage by
Typhoon Kompasu last summer.
Total revenue from domestic construction
projects was KRW 103.2 trillion (or USD
93.5 billion), a 13.1% drop from 2009’s
KRW 118.7 trillion. Korea’s construction
revenue for domestic projects peaked at
KRW 127.9 trillion in 2007, and has been
declining ever since. Private construction
commissions rose by 7.9% YoY to KRW
65.0 trillion, while those for non-residential
projects were similar to last year’s. Civil
engineering projects undertaken by
large-scale private investment groups,
along with installations of equipment and
plants, ballooned by 37.5%. In contrast,
public sector construction fell by 34.6%
YoY to KRW 38.2 trillion. This happened
because most major national construction
projects had already been commissioned.
The private sector endured one of its
worst years, due to a stagnant market for
housing. Public construction projects are
forecast to experience very little growth
this year, but the private housing sector
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Revie w o f Op e r ati o n s

may grow more healthily. Korean Re’s
FY2010 engineering premiums totaled
KRW 310.6 billion, a 1.7% decrease YoY.
The overseas engineering market seems
to have recovered from the 2008 global
economic crisis, with premiums reaching
KRW 78 billion. Korean Re’s engineering

loss ratio remained at the previous year’s
level, despite many catastrophes like
the earthquake in Japan and flooding
in Australia. This resulted from the
company’s selective inward policy and
its experience and expertise in risk
management.

• Gross Premiums for the Past Two Years
Class

FY2010

FY2010

(KRW billions)

Fire
Comprehensive
Engineering
Total

FY2009

(USD millions)

191.0
415.2
310.6
916.8

164.3
357.1
267.2
788.6

Nuclear Insurance
The Korea Atomic Energy Insurance Pool
(KAEIP), which is managed by Korean Re on
behalf of its eleven member companies, wrote
KRW 37.5 billion in gross premiums for nuclear
insurance during FY2010.

FY2009

(KRW billions)

(USD millions)

189.3
358.2
315.9
863.4

154.5
292.3
257.8
704.6

Due to the strength of the Korean won,
domestic premiums for FY2010 amounted
to KRW 20.0 billion, down 9.9% compared
to FY2009. Despite an increase in the
foreign pools’ retention rate, overseas inward
premiums remained at the same level as
in FY2009, due to increased reinsurance
premiums from European countries.

• Gross Premiums for the Past Two Years
Class
Domestic (Direct Insurance)
Overseas (Reinsurance)
Total

FY2010

(KRW billions)

20.0
17.5
37.5

FY2010

(USD millions)

17.2
15.1
32.3

FY2009

(KRW billions)

FY2009

(USD millions)

22.2
17.5
39.7

The above figures for Nuclear Insurance have already been reflected in the engineering gross premiums.

18.1
14.3
32.4
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R e vi e w o f Op e r at i o n s

Marine and
Aviation

Our ultimate goal is to be the market of choice for reinsurance buyers by
providing them with advanced risk management solutions, based on our
marine and aviation expertise.
Breakdown of
Gross Premiums

 Aviation
 Cargo
 Hull

11.5%
17.0%
71.5%

By FY2010, the Korean marine insurance
market had completely recovered from the
world economic crisis of 2008, growing by
1.5% compared to the previous year. The
industry’s total gross premiums amounted
to KRW 790 billion, representing 1.75%
of the country’s overall non-life insurance
revenue. Although the cargo market grew
by an extremely healthy 15%, revenue from
the hull market (which represents about
50% of the entire sector) was down by 8%
compared to FY2009.
In FY2008, Korean Re’s marine department
was hit by the global economic meltdown,
and as a result, we suffered a 1.0%
decrease in premiums in FY2009.
However, an earlier than anticipated
recovery in the cargo business amounted
to FY2010 gross premiums remaining at
the same level of KRW 443.6 billion as
the year before, despite a 1% decrease

in premiums written for the hull sector.
In order to make up for these reduced
premiums in the hull sector, we began
exploring new business opportunities in
such non-traditional insurance fields as
offshore energy, aquaculture, and WIG
(wing-in-ground effect ship).
Despite the afore-mentioned reduction
in premiums, our domestic hull division
enjoyed a record-breaking year in FY2010,
with profits reaching KRW 28.8 billion.
This was mainly due to tight underwriting
guidelines and our dominant position in the
market.
The outlook for FY2011 looks brighter than
it has for many years. This is happening
because shipbuilders ( especially in the
energy construction sector) are anticipating
a large volume of orders, while the overall
value of shipping vessels has started to

• Gross Premiums for the Past Two Years
Class
Hull
Cargo
Aviation
Total

FY2010

(KRW billions)

317.2
75.3
51.1
443.6

FY2010

(USD millions)

272.8
64.8
44.0
381.6

FY2009

(KRW billions)

319.9
69.6
55.0
444.5

FY2009

(USD millions)

261.1
56.8
44.9
362.8
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Casualty

Breakdown of
Gross Premiums

increase. On the other hand, there are
also some obstacles that we need to
overcome, including increasingly fierce
competition. When all of these factors are
balanced out, however, we are confident
that Korean Re’s marine department will
maintain its leading position in the domestic
market. This prediction is based on the
experience and expertise of our highlytrained underwriters, our past leadership in

the domestic market, and our exploration
of high-profit opportunities in the overseas
hull, airline, offshore energy, and mutual
insurance markets.

Competition within the Korean casualty
market remains strong, with continuous
capital injections from the Asian
reinsurance market allowing other
reinsurers to reach for a portion of the
domestic market. Low losses and excess
capacity, along with downward pressure
from primary insurers on premium price
levels are expected to increase reinsurance
rate reductions even further in 2011. This
is especially true for traditional liability
covers, which comprises the major share
of the market. Despite these obstacles,
Korean Re’s casualty department made a
substantial contribution to the company’s
growth by posting a 13.2% increase in its
premium volume in FY2010.

surety businesses led our growth in 2010,
increasing by 21.9% and 29.6% respectively.
The liability unit grew by a more modest 4%.

The department comprises five main
groups: liability, workers’ compensation,
personal accident, surety and credit, and
special risks. Our personal accident and

G o i n g f o r w a r d , w e w i l l c o ntinue to
i m p l e m e n t K o r e a n R e ’s b u s i n e s s
philosophy of profit-based underwriting and
mutually beneficial, long-term relationships
with clients.

2011 will be a difficult year for reinsurers
that are seeking to maintain or expand their
share of Korea’s casualty market. Some
reasons for this include primary insurers’
high retention levels and fierce and intense
competition. Market-changing events as
a serious catastrophe or a deterioration
of financial markets may provide greater
opportunities for some, but provide
drawbacks for others. Given this constantly
fluctuating environment, Korean Re’s
casualty department will stick to its strategy
of disciplined underwriting. In addition, we
will ensure adequate pricing mechanisms
by undertaking rigorous risk analyses.
As of the beginning of April 2011, we will
start to write overseas facultative business

• Gross Premiums for the Past Two Years
Class







Workers’ Comp.
Surety and Credit
Special Risks, etc.
Liability
Personal Accident

2.6%
11.7%
17.5%
33.8%
34.4%

Liability
Workers’ Compensation
Personal Accident
Surety and Credit
Special Risks, etc.
Total

FY2010

(KRW billions)

243.6
18.4
248.0
84.4
125.8
720.2

FY2010

(USD millions)

209.6
15.8
213.3
72.6
108.2
619.5

FY2009

(KRW billions)

234.2
17.8
203.4
65.1
115.7
636.2

FY2009

(USD millions)

191.2
14.5
166.0
53.1
94.4
519.2
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Moving beyond our domestic success, we now have our eyes set
on the overseas market to attain consistent growth.

Long-Term

as part of our strategy of reducing our
dependence on the domestic market and
broadening our income base. Utilizing
resources that we have accumulated over
the past decade, we will initially focus on

Project PI, with maximum underwriting
capacity of ten million US dollars. In
addition, we will fulfill our role as a growth
driver for the company by developing new
and innovative products and solutions.

In FY2010, long-term insurance direct
premiums increased by 20% from the
previous year to reach KRW 30 trillion,
continuing its role as the company’s main
non-life growth driver. Despite the fact
the number of new policies experienced
negative growth due to the delay in
development of a new growth engine since
medical indemnity insurance, the market
was able to maintain double digit growth
because the maintenance level of existing
contracts remained stable at 80%.

on selling savings-type insurance over
protection type insurance to maintain
strong growth, and as a result, they have
become more sensitive to the movement
of the interest rate.

In the meanwhile, primary insurers focused

Because of this strong growth in the
primary insurance market, Korean Re’s
long-term reinsurance premiums rose by
14.6% in FY2010. Our retained premiums
were worth KRW 789.9 billion, accounting
for 25.5% of the year’s total. The long-term
division has boasted an average retention
rate of over 99% for the past several years.

• Gross Premiums for the Past Two Years
Class
Long-Term

FY2010

(KRW billions)

795.2

FY2010

(USD millions)

684.0

FY2009

(KRW billions)

694.0

FY2009

(USD millions)

566.4
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Our performance is built on superior client services and disciplined
underwriting. As a result, our department’s premium volume accounts for
more than a quarter of the company total.

Motor

On the other hand, the division’s net
balance recorded a deficit. This happened
because the loss ratio for medical
indemnity insurance, our most popular
product in recent years, continued to
increase. In FY2011, the long-term division

will ensure that strict risk management
practices ( including the monitoring of
loss ratios and an adherence to strict
underwriting principles) are maintained. By
doing so, we will enjoy both high growth
and enhanced profitability.

Premiums in the Korean motor
insurance market in FY2010 were worth
approximately KRW 11.77 trillion, up
10.2% from the previous year. The
sector’s overall loss ratio is now 80.3%,
a 5.1% increase from last year and the
highest figure in a decade. The number of
registered vehicles stood at 18.13 million
as of March 2011, an increase of 4.6%.

excess of 100%. In order to counter this
trend, the central government enacted a
series of major motor insurance reforms,
which started to alleviate the problem
by the end of FY2010. Even though the
premium cost per vehicle increased, the
amount was restricted in certain bands due
to regulatory guidelines. In overall terms,
the proportion of major claims decreased,
despite a growing number of accidents.

Increased surcharges on premiums have
led to larger claims for motor own damage
claims, meaning that there were more
accidents which involved driver-owned
vehicles. In addition, the country faced
several natural catastrophes in FY2010.
These two factors accounted for most of
the increased loss ratio in FY2010, with
several insurers experiencing loss ratios in

Korean Re’s motor gross amounted to
KRW 440.4 billion in FY2010, 1.3% less
than the previous year. This was primarily
due to the negative growth of small- and
medium-sized primary insurers and low
growth among online motor insurers, both
of which make up a large proportion of
our portfolio. Our FY2010 loss ratio was
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90.1%, a 7.0% deterioration from FY2009,
reflecting various natural catastrophes
including typhoons and snowstorms. As
a result, net income recorded KRW 1.5
billion.
The motor insurance market is expected
to grow by 3% in FY2011. Thanks to the

afore-mentioned motor insurance reforms,
the loss ratio is projected to fall to preFY2010 levels. The targeted growth rate for
Korean Re’s motor department is 17%. Most
of this will flow from increased reinsurance
demands from small- to medium-sized
primary insurers and online players.

• Gross Premiums for the Past Two Years
Class
Motor

Life
Insurance

FY2010

(KRW billions)

440.4

The Korean insurance industry enjoyed
9.7% growth in FY2010 in the wake of
an ongoing economic recovery and the
stabilization of the country’s financial
market. The insurance sector is expected
to grow by 7.3% in FY2011, thanks to
increasing demand for savings-type,
variable life insurance products.
As of the end of February 2011, the
country’s total life insurance premium
income and volume of new business
amounted to KRW 75.8 trillion and KRW
12.2 trillion, respectively. This represented
rises of 8.2% and 42.6% from the previous
ye a r. P re mium i n c om e fr om n e w l y subscribed variable life policies was KRW
2.2 trillion, an extremely healthy 77.8%
increase from the previous year. This was
due to positive growth in the domestic
stock market.
In FY2011, as in FY2010, variable life
insurance will be the market’s “star”
performer. Despite this, demand for it will
remain at levels seen in 2007 and 2008.
Demand for protection-type insurance is
expected to grow by 3.4%, based on the

FY2010

(USD millions)

378.8

FY2009

(KRW billions)

446.2

FY2009

(USD millions)

364.2

continuing recovery of the economy, the
policy retention rate, and the development
of such new products as Whole Life
Insurance with CI, the health indemnity
rider, and new types of cancer insurance.
The Risk-Based Capital System came into
effect in Korea in April 2011. As a result,
insurance companies are now required
to strengthen their risk management
processes, secure increased levels
of equity capital, and restructure their
insurance capital P/F. Some insurance
companies will suffer operating losses in
the short run, due to the introduction of
the revised insurance law that focuses
on consumer protection. Since cancer
insurance was re-launched into the market
(with a dramatic increase in the risk rate to
around 45% after the Sixth Mortality Table
was introduced), insurance companies are
once again willing to offer cancer insurance
products. On another note, due to the
rapidly changing business environment
including the rush of life insurer IPOs and
introduction of IFRS in April 2011, drastic
changes are expected in terms of life
insurer management.
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With our customized service and highly valued solutions,
we are ready to be the best supporter for our customers to meet
their reinsurance needs.
In order to respond proactively to this
ever-changing operating environment,
Korean Re’s life insurance department is
strengthening its professional services by
co-developing new products with primary
insurers and providing its clients with an
online underwriting manual. We are also
contributing to the growth of new areas of
the Korean life insurance market by offering
such new health insurance products as
hospitalization and surgery coverage.

In addition, we are trying to overcome
limitations to growth in the domestic market
by working with our overseas counterparts
to diversify the market.
Korean Re’s life insurance division recorded
KRW 706.8 billion in gross premiums in
FY2010, an increase of 14.3% from the
year before. It has enjoyed average growth
in the range of 10% since 2005.

• Gross Premiums for the Past Two Years
Class
Life

FY2010

(KRW billions)

FY2010

(USD millions)

FY2009

(KRW billions)

FY2009

(USD millions)

706.8

607.9

618.4

504.7

(550.8)

(473.8)

(471.1)

(384.5)

( ): Excluding Solvency Margin Treaty

Overseas
Inward

F Y 2 0 1 0 w a s a r e m a r k a bl e t i m e for
Korean Re’s overseas department, with
the portfolio restructuring exercise that
began in FY2008 coming to a successful
conclusion. Written premiums in FY2010
decreased by 7.4% YoY to KRW 516.9
billion.

Since most of the transactions that are
carried out by the overseas department are
in foreign currencies (mainly the US dollar),
our negative 2.4% growth is an obvious
result of the Korean won’s strong position
against most other currencies during the
12-month period beginning in April 2010.
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“Where there is a will, there is a way”
As an important growth engine in the company, we keep stepping forward
to lead Korean Re to joining the ranks of leading reinsurers.
Regional P/F of Treaty
Gross Premiums







Americas
Singapore
Europe		
Middle East & Africa
East Asia

7%
12%
17%
22%
42%

As stated earlier, since 2008, the company
has taken great effort to improve the
portfolio by cutting unprofitable books
of business in line with strict internal
underwriting guidelines. As a result, we
recorded our highest-ever net profit in
FY2010: KRW 30.9 billion. Given the
occurrence of several natural catastrophes
during this time, such as earthquakes in
Chile, New Zealand, and Japan, we see
our results as good indicators of how
positively our operations have changed.
As a consequence of this portfolio
restructuring, the proportion of our
facultative business that was devoted to
written premiums reached 10% in FY2010,
a 3% increase from the previous year. On
the treaty side, premiums written by the
East Asia Division experienced an 18%
drop, while those for the Middle East and
Africa were up by 11%. The breakdown of
treaties by region is as follows: East Asia

42%, the Middle East and Africa 22%,
Europe 17%, Singapore 12%, and the
Americas 7%.
In 2011, we will continue to enlarge our
facultative operations while focusing
on the more profitable non-proportional
treaty business. We will also strengthen
our overseas resources by increasing
our capacity and enhancing the range of
our physical assets. In addition, we will
establish close and positive partnerships
with major reinsurance companies in
Japan and China. This will lead to research
and development in the field of reinsurance
products that should produce a wide range
of synergies, resulting in positive growth
both for us and for our counterparties.
This philosophy of maintaining long-term
relationships with our business partners
will continue to underline our operations
through the upcoming years.

• Gross Premiums for the Past Two Years
Class
Overseas Inward

FY2010
(KRW billions)

516.9

FY2010

(USD millions)

444.6

FY2009

(KRW billions)

558.4

FY2009

(USD millions)

455.7
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Singapore
Branch

Korean Reinsurance Company’s Singapore
Branch boasts sustainable growth as one
of the longest standing reinsurers domiciled
in Singapore. Initially set up as a liaison
office in 1975, the branch became a fully
operating branch office in 1978.
As part of Korean Re’s ambition to become
an internationally reputable reinsurer and
thanks to the liberal and transparent
regulatory regime in Singapore to
encourage growth in offshore reinsurance
industry, the branch has steadily developed
its business in South Asian markets
including Indonesia, Malaysia, Vietnam,
Thailand, and Philippines. With well-honed
experience in such ASEAN countries,
the branch has, since 2005, gradually
expanded its territorial reach to include
Indian Subcontinent and Australasia.
Since 2005, the branch gathered
momentum and recorded an annual
average growth of more than 25% in
gross premiums with underwriting profits.
According to its 2009 annual returns, the
branch ranks as the 12th largest reinsurer
in Singapore. This is remarkable growth
considering the fact that the branch does
not write Chinese and Japanese risks while
many reinsurers domiciled in Singapore
reap sizeable income from those two
countries.

Premium Breakdown
by Line

Over three decades of operation, the
branch has garnered recognition as one
of the most stable reinsurers in the region
with consistency in its underwriting and
long-term relationships with the clients.

Excellent customer service
attitudes are instilled in all the
employees of the branch on every
business front.

The branch also tries to provide innovative
options or alternative solutions for our
clients when the opportunities arise.
Excellent customer service attitudes are
instilled in all the employees of the branch
on every business front – underwriting,
claims, accounting and settlement, and
communications.
Dedication to the clients and its disciplined
underwriting are the main pillars that
have helped keep the branch thriving
in the midst of soft reinsurance cycles,
financial crises, abnormal large losses and
catastrophic events.
While we are mindful of the challenges
lying ahead, the branch’s continued growth
in this dynamic Singapore market will
provide ample opportunities to Korean Re
as reinsurers and eventually benefits for
our stakeholders.

• Gross Premiums for the Past Two Years
 Marine
 Others
 Property

16.4%
16.8%
66.8%

Class
Written Premium

FY2010
(KRW billions)

55.2

FY2010

(SGD millions)

63.4

FY2009

(KRW billions)

46.8

FY2009

(SGD millions)

53.7

The above figures for the Singapore Branch have already been reflected in the overseas inward gross premiums.
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Risk
Management

We continue to adopt state-of-the-art risk management systems and build
up risk management infrastructure to optimize our profitability and carry
on sustainable growth.
The goals of Korean Re’s risk management
activities are to maintain risk within acceptable
levels and to optimize our risk-adjusted
operating profitability. In order to achieve
these objectives, we establish limits on both
overall and individual risk. We also put for
our best effort to monitor risk in advance and
manage it through various means.
The main function of the Risk Management
Committee, which operates under the
aegis of the Board of Directors, is to
oversee the company’s risk management
policies and procedures, including those
that involve emerging risk. The Risk
Management Team is responsible for dayto-day risk management and administrative
duties. In addition, it makes periodic
reports to management on risk status and
analyses, ensuring that the company’s
business strategies are perfectly aligned with
the current domestic and overseas business
environment. Each department acts as it
own primary risk controller, managing its own
risks and regularly reporting on them to the
Risk Management Team.
Korean Re has adopted a systematic
risk management process. We manage

insurance price and reserve risks
associated with our insurance transactions
through a Dynamic Financial Analysis
(DFA) system, and utilize a Market Value
at Risk (VaR) system to evaluate market
risk and monitor our invested assets.
These actions are carried out on a daily
basis. We also conduct scenario analyses
to prepare for the worst. Liquidity and
credit risk are managed through our
Asset Liability Management ( ALM ) and
Credit Risk Management (CRM) systems.
Finally, we operate an operational risk
management system that manages for all
potential identified risks arising from our
operations.
Risk is managed from a company-wide
perspective. Under the Enterprise Risk
Management (ERM) system, integrated risk
is measured and the portfolio of insurance
and investment is optimized at the company
level. In addition, our financial stability is
regularly calculated through stress tests. We
are committed to continuously improving
our integrated risk management system to
ensure that it is able to counter any and all
risks that we might face.
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We also focus on preventative risk
management. This means that we manage
for potential risk through a risk pre-screening
method that monitors high-risk transactions
(such as taking on new products, investing
in derivatives, and establishing insurance or
investment strategies) before we come to
any decisions.
Since the global financial crisis of 2008, we
have taken a series of steps to minimize
the adverse effect of a damaging economic
situation by monitoring and analyzing the
potential risks that each of our business
sectors is exposed to. This process is
particularly applied to those sectors that
are especially sensitive to the economic
situation, such as credit insurance. We also
take special care to closely monitor credit risk
derived from the insurance transactions with
overseas insurance companies.

Asset
Management

Breakdown of Invested
Assets







Short-term Funds
3.5%
Stocks
7.0%
Others		
8.4%
Foreign Investments 18.9%
Bonds
62.2%

Beginning in FY2010, we started placing
special emphasis on analyzing and taking
preliminary action to deal with emerging
risks relating to the implementation of the
exit strategies of various countries, the
double dip of the global economies, the
financial crisis centered on the southern
Europe, and political risk in the MENA
region. As catastrophe-risk is on the rise
we are also closely monitoring natural
catastrophe risks and interestingly, the
possibility of Mt. Baekdu’s volcanic explosion.
Going forward, Korean Re will continue
with its policy of adopting state-of-the-art
risk management systems and building
up its risk management infrastructure
to ensure that the amount of risk that
its business operations is exposed to is
maintained at a prudent level. This will
allow us to optimize our profitability and
continue our history of sustainable growth.

Despite both internal and external
problems, such as fiscal crises in some
European countries and geopolitical risks
due to the sinking of the Cheonan and
the attack on Yeonpyeong Island by North
Korea, the Korean economy grew by a
healthy 6.2% in 2010. This was mainly due
to robust performances by IT exporters
and the automotive business.

purchases by non-Korean players.

The Bank of Korea’s prime rate was raised
four times in FY2010, rising from 2% to
3% as the result of concerns over inflation.
Despite this, the yield rate for three-year
Korean Treasury Bonds dropped to 3.73%
at the end of FY2010, from 3.84% the
previous year. This was due to a continuing
easing of the central government’s
monetary policies and healthy bond

The previously-mentioned geopolitical
risks and economic concerns regarding
European fiscal crises caused a sharp
rise in the won-U.S. dollar exchange rate
in early FY2010. However, strong capital
inflows from export-oriented domestic
corporations and growing out-of-country
purchases of Korean-based securities
resulted in a continuous lowering of the

A dramatic increase in global liquidity and
extremely favorable results in the corporate
sector resulted in strong capital inflows into
the stock market. As a result, the FY2010
KOSPI index closed at 2,106.70, a very
healthy 24.4% increase from the 1,692.85
recorded at the end of FY2009.
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Korean Re will maintain an invested assets portfolio
that is both efficient and effective.

rate, which reached 1,096.7 at the end of
the fiscal year. The value of Korean Re’s
invested assets increased by 10.3% to
KRW 3,049.7 billion. This was primarily
due to strong cash inflows from premium
income and investment profits.

Korean Re is committed to a strategy of
sure and safe investments and steady
profits. This conservative approach means
that most of our investments take the form
of bonds and other low-risk assets.

• Investment Results
Class

In billions of Korean Won, %

FY2010
3,049.7

Invested Assets
Investment Income
( Investment Income✽)

166.5

(166.2)

5.9

Yield
( Yield✽)

(5.9)

FY2009

FY2008

2,764.2
79.1

(138.8)

FY2007

2,542.3

2,147.2

184.3

110.0

(127.2)

3.0

(5.4)

(102.1)

8.2

5.5

(5.6)

(5.1)

FY2006
1,932.4
86.1

(87.1)

4.8

(4.9)

✽Gains and/or losses due to changes in the exchange rate have been excluded.

As of the end of FY2010, low-risk assets
accounted for 62.2% ( or approximately
KRW 1.9 trillion) of our entire portfolio.

This included a large weighting of high
credit-rating bonds offered by public
institutions. Our investments in stocks
increased to 7.0% of the total.

• Invested Assets

In billions of Korean Won

Class

FY2010

FY2009

FY2008

Bonds
Stocks
Short-Term Funds
Foreign Investments
Others

1,895.4
214.4
107.9
575.3
256.7

1,815.0
118.1
125.2
454.4
251.5

1,735.0
74.9
115.5
401.3
215.6

Total

3,049.7

2,764.2

2,542.3
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Our ROI for FY2010 was KRW 166.5
billion, KRW 87.4 billion higher than in
FY2009. If we were to exclude the effects
of a constantly-fluctuating exchange rate,

it would be KRW 166.2 billion, KRW 27.4
billion higher than in FY2009. In percentage
terms, our rate of return was 5.9%, up
0.5%p from the 5.4% recorded in FY2009.

• Investment Income
Class
Bonds
Stocks
Short-Term Funds
Foreign Investments
Other
Total
( Total✽)

In billions of Korean Won

FY2010
111.5
30.3
3.4
15.5
5.8
166.5
(166.2)

FY2009
108.0
10.0
3.5
△45.7
3.3
79.1

(138.8)

FY2008
117.3
△12.3
7.9
67.9
3.5
184.3

(127.2)

✽Gains and/or losses due to changes in the exchange rate have been excluded.

Bond revenue was KRW 111.5 billion,
representing 67% of our total investment
income. This includes interest income,
as well as gains made by responding
proactively to fluctuations in interest rates.
Our stock investments brought in KRW
30.3 billion in revenue, KRW 20.3 billion
higher than in FY2009.
Our increase in outstanding loss reserves
for foreign currencies in FY2010 was
mitigated by growth in the value of our

Actuarial

Korean Re’s actuarial department became
a standalone unit in October 2004. In
October 2007, it was sub-divided into a
product planning team, a life insurance
product unit, and a long-term insurance
product unit. The product planning team
performs actuarial analyses and undertakes
product research and planning, while the
life insurance product unit and the longterm insurance product unit offer our
clients unparalleled knowledge services
and develop market-leading life and longterm insurance products. In October 2010,
a mathematical statistics unit was added to

foreign currency assets. Returns from our
foreign currency assets were worth KRW
15.5 billion, KRW 61.2 billion higher than
we recorded in FY2009.
Going forward, Korean Re will maintain
an invested assets portfolio that is both
efficient and effective. Since interest income
from bonds will probably begin to fall due
to lower interest rates, we are planning to
increase our presence in the stock market.

the department. This was done to expand
our range of actuarial analysis tasks and
strengthen our foundations for actuarial work.
The actuarial department contributes to
Korean Re’s steady growth and overall
profitability by functioning as its “think
tank.” Our primary goal is to expand
the company’s business horizons by
introducing new insurance products to the
market. In addition, we provide statistical
supports for decision-making by the
reinsurance business. In essence, then,
we perform two important roles for the
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Our effort to develop innovative new products and provide a sound statistical
framework necessary for our business strategy not only contributes to stable
premium income growth but also fortifies the business base.
company: actuarial analysis, and product
development.
Our first role, that of actuarial analysis,
includes pricing general non-life insurance
products, performing premium rate
adequacy tests, carrying out retention
adequacy tests for the company’s various
reinsurance lines, establishing nonproportional reinsurance prices, and
constructing improved actuarial systems.
We are also tasked with supporting all
of the company’s business departments
and establishing the sound technical
foundations needed to achieve Korean
Re’s “Vision 2020.”
Another of our duties is to support the
work of the company’s appointed actuary.
This person is responsible for analyzing the
company’s liabilities by verifying its benefits
reserve and solvency margin ratio. We also
enhance the company’s financial stability
by collaborating with the accounting
department to respond to regulatory
changes that can influence the company’s
business. This includes the International
Financial Reporting Standard (IFRS) that
was introduced this year.

Our other role, that of product
development, is to help increase the
company’s reinsurance premium revenues
by introducing new and innovative
products to the life and long-term
insurance market. In 2010, we upgraded
our existing products, such as CI and LTC
insurance, in response to new customer
needs, while developing such exciting new
products as Preferred Risk, DI, and whole
life cancer insurance.
We also collaborate with the company’s
business departments to respond to the
various needs of our primary insurers. We
do this by providing them with knowledge
services, including IFRS seminars and
training for local insurers.
G o i n g f o r w a r d , w e w i ll continue to
strengthen our statistical infrastructure.
We will also contribute to the company’s
steady premium growth and stable
profit-making through the continuing
development of industry-leading life and
long-term insurance products.
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Byoung-In Yoo

Revie w o f Op e r ati o n s

Business R&d

In order to continue to achieve profitable and stable growth,
we will explore new products and undeveloped markets by
focusing on providing optimal services to our clients.
Korean Re’s Business R&D Department
consists of two lines: a new business
d ivis io n th a t d e al s e x c l u s i v e l y w i t h
cooperatives, and another that is tasked
with developing commercial insurance
products.
The main roles of the Business R&D
Department are to provide client
management services and develop new
and innovative insurance products that
will contribute to the continuing growth
of the Korean insurance market. Due
to heightened competition between
reinsurers in commercial lines and a lack of
“hot” products since the launching of D&O
insurance in the early 2000s, the need for
our services is greater than ever.
Over the past five years, we have
developed about KRW 328 billion
worth of new business for Korean Re.
However, FY2010 was a very difficult
year for the company, due to minimal
product development by original insurers’
commercial R&D units and the ongoing
effects of the global economic meltdown.
Most primary insurers opted to “get back

to the basics,” meaning that they chose to
focus on traditional insurance products to
enhance their profit levels.
We introduced several new insurance
products in FY2010, including Guaranteed
Motor Protection Insurance, Legal
Expenses Insurance, and Public Bicycle
Insurance. Our efforts also resulted in
ceded premiums worth KRW 79.4 billion.
In addition, our members participated in
a number of task forces organized by the
central government, including ones dealing
with “Mandatory Property Insurance for
Public Facilities” and the “Public Information
Protection Law.”
Going forward, the Business R&D
Department will continue to explore new
products and undeveloped markets.
We will also focus on providing optimal
services to our clients to ensure that Korean
Re will continue to achieve profitable and
stable growth.
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Ha-Seok Park

R e vi e w o f Op e r at i o n s

Claims &
Survey

We are committing ourselves to providing enhanced technical service
targeting to be a global claim leader and TOP 5 risk survey specialist.

K o r e a n R e ’s C l a i m s a n d S u r v e y
Department united all duties related to
claims adjustment and risk surveying
into one unit since October 2010. One
reason for this change was to enhance our
relationship with other insurers by aligning
our loss adjustment structure with direct
insurers. Another was to bring the risk
management abilities of our domestic and
overseas contracts to our own level. The
third was to create synergies by carrying
out our loss adjustment activities in tandem
with our risk survey work.
The department’s responsibilities include
carrying out loss adustments and decisionmaking on loss indemnification, as well
as incidental work regarding the handling
of claims and calculating the value of the
company’s reserves. In addition, we play
a leading role in working with insurers and
loss adjustment companies. We also carry
out overseas claim surveys on engineering
and domestic hull accounts.
We support the underwriting department
by producing studies on risk exposure
relating to a wide range of ceded

contracts. In FY2010, we conducted
approximately thirty risk surveys throughout
the country to identify new risk factors
that could be applied to our underwriting
rating system. In addition, we publish
a quarterly magazine called Risk and
Insurance. Our goals in doing this are to
enhance our relationship with our clients
and to burnish our corporate image. Some
topics that we cover include information
about newly-derived risk management
theories, practical alternatives regarding
insurance risk management, and examples
of overseas loss adjustments.
In addition, we operate an in-house loss
adjustment and risk management specialist
program through which Korean Re staff
are educated through case-study briefings
on important claims conducted by local as
well as international specialists.
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...Growth

Korean Re is continuously expanding its base of operations
through aggressive marketing efforts. These include developing
new and innovative products, opening up the cooperatives
market, and fostering the development of top-notch talents.
By accurately reading market trends in advance of their
occurrence and committing our R&D, human resources, and
capital to our future success, we will position
ourselves as a top-tier global reinsurance
company that delivers industry-leading returns.
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THE K ORE A N ECO N OMY
IN 2 0 1 0

•
GDP Growth rate
(%)

6.2

0.3

2009

2010

Source: The Bank of Korea

•
Exports & Imports
In billions of US Dollars

2009

467.4
425.7

363.5
323.1

435.3

422.0

Exports
Imports

2008

•
In 2010, the Korean economy grew at an eight-year high, helped by a sharp
upturn in facilities investments, healthy exports, and increased growth in private
consumption. According to the Bank of Korea (BOK), real GDP expanded by 6.2%, the
largest gain since the 7.2% recorded in 2002.
•
The country’s gross domestic product (GDP) growth rate was a robust 6.2%,
resulting from a strong recovery from the economic meltdown of 2008. The first quarter
boasted 8.1% growth over the same period the year before. In the second and third
quarters, GDP growth was 7.2% and 4.4%, respectively, flowing from an upward trend in
exports and strong domestic demand. The fourth quarter growth rate was 4.8%.

2.3

2008

THE KOREAN ECONOMY
IN 2010

•
Private consumption increased by 4.1%, a noticeable improvement from the
0.2% gain of 2009 and the largest jump since the 32.9% realized in 2000. Growth was
the highest in the first quarter, up 6.3% compared to the previous year. Government
spending was the only indicator whose rate was down from 2009. The consumer price
index (CPI) rose slightly to 2.9% from 2.8% in 2010, mainly due to moderate demand and
continued increases in the cost of raw materials from overseas.
•
Korea’s current account surplus in 2010 was US$ 41.7 billion, the second
consecutive year that it exceeded US$ 40 billion. Exports and imports grew by 28.5%,
and 31.8%, respectively, leading to a record-high current account surplus. The rate of
increase in fixed investments was 7.0%, reflecting a sharp rise in facilities investments
due to heightened expectations. The construction investment growth rate shifted from
the previous year’s positive 4.4% to negative 1.4%, while the facilities investment level
ballooned by 25%.
•
Manufacturing output climbed by 14.6%, compared to a 16% decline in 2009.
Service sector growth came in at 3.5%, as opposed to the 1.0% gain of 2009. This
was led by transportation and storage, wholesale and retail sales, healthcare, and social
welfare services.

2010

Source: The Bank of Korea’s
Principal Economic Indicators

•
Labor market conditions remained similar to those of 2009. The unemployment
rate inched up by 0.1% to 3.7%. The total number of persons employed decreased
except for the public service sector, due to the central government’s efforts to create
jobs. The private sector managed to create 323,000 new jobs.
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In 2010, the Korean economy grew at an eight-year high, helped by
a sharp upturn in facilities investments, healthy exports, and
increased growth in private consumption.

•
In the financial sector, stock prices rallied and the Korean won appreciated
against the US dollar. These movements stemmed from the stabilization of supply and
demand in the foreign exchange market, and the resolution of the credit crunch. The
market interest rate fell to a record-low 2%. As of June 10, 2011, it is currently 3.25%
•
The KOSPI index rose by 21% from the previous year, surpassing the 2,000
mark for the first time in three years. As of the end of June 2011, the total market capital
of the KOSPI & KOSDAQ combined reached US$ 1.2 trillion. This was chiefly attributable
to the stabilization of the global financial market, wide-spread expectations of economic
recovery, and increased net purchasing by foreigners.

Prospects
for 2011

•
In 2011, the Korean economy is expected to continue recovering at a steady
pace, led by higher exports, private consumer spending, and facilities investments.
Although there will be some inflationary pressure due to rising oil prices and the global
economic recovery, it will be limited by the stabilization of the won/dollar exchange
rate. The current account surplus could diminish dramatically, as imports grow and raw
materials prices rise. The financial market is expected to be relatively stable.
•
In terms of GDP, the overall growth rate for 2011 is estimated to be 4.3%–3.8%
in the first half and 4.7% in the second. Private consumption should pick up at a faster
pace in the second half, due to improved income conditions, including wages and
employment. Facilities investment, led by export manufacturers, will remain on a solid
growth track, while negative growth in construction investment is expected to end due to
a number of projects in provincial metropolitan cities and new work associated with the
Pyeongchang Winter Olympics. Exports are expected to grow by 17.2%, bolstered by a
recovering global economy.
•
The consumer price index (CPI) is forecast to grow by 4.0% in 2011, due to
rising prices for consumer goods. Core inflation is anticipated to be 3.5% for the year.
The interest rate is expected to reach 5.3%, with a 3~4 time incremental increase.
•
In terms of the external environment, the earthquake and tsunami in Japan, the
volatile political situation in the Middle East with its concomitantly higher oil prices, and
the economic problems in southern Europe are all factors that may impede growth. The
appreciation of the won against the dollar is forecast to continue, with the 2011 rate
projected to be KRW 1,060 per US dollar.
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The Korean Insurance Market
in FY2010

•
In FY2010, the Korean insurance market stayed on pace to recover the double–
digit growth rate it had enjoyed prior to FY2008. According to statistics published by the
General Insurance Association of Korea and the Korean Life Insurance Association, total
premiums were worth KRW 132.4 trillion. Total assets grew by 13.1% YoY, with the total
assets of life insurers surpassing KRW 400 trillion. The profit level of twenty-seven of the
country’s non-life insurance companies increased by 31.9%, while that of twenty-three
life insurance providers increased by 38.8%. The market share of the life insurance sector
fell by 1.1%p to 62.7%, with the non-life insurance sector making up the remainder.
• Insurance Market Volume
Class
Gross Premiums Written
- Non-Life Insurance
- Life Insurance
Total
(Growth Rate, %)
Total Assets
- Non-Life Insurance
- Life Insurance
Total
(Growth Rate, %)
Premiums to GDP (%)

In billions of Korean Won

FY2010

FY2009

FY2008

FY2007

FY2006

49,357
83,007
132,364
(9.6)

43,760
76,957
120,717
(8.7)

37,495
73,561
111,056
(1.8)

33,982
75,096
109,078
(13.6)

29,583
66,455
96,038
(10.1)

102,181
416,652
518,833
(13.1)
11.6

86,163
372,525
458,688
(14.0)
11.1

74,027
328,332
402,359
(8.4)
10.9

66,018
305,400
371,418
(12.5)
12.1

56,971
273,132
330,102
(14.3)
11.3

•
The non-life insurance sector continued its double-digit growth from the previous
year, rising by 12.8% to KRW 49.4 trillion. This upturn, which reflected continuing high
growth in the long-term insurance sector as well as a recovery in the growth rate of
general insurance, happened despite an increased loss ratio for motor insurance. The
non-life insurance market continued to experience a declining loss ratio, a trend that first
began in early 2009. Due to heavy rain and snow, its loss ratio remained high in 2010.
•
The life insurance market grew by 7.9% from the previous year, on the back of
increased demand for protection-type products and an expansion of the pension market
due to signs of an ongoing economic recovery. It also enjoyed a jump in net income,
resulting from investment gains and the basement effect of recovering from extremely
unsatisfactory low results after the financial meltdown of 2008. Another contributing factor
was increased demand for pension and savings insurance products.
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In FY2010, the Korean insurance market stayed on pace to recover the
double-digit growth rate it had enjoyed prior to FY2008 with total premiums
reaching KRW 132.4 trillion.

•
There were many changes to the operating environment of both the life and nonlife insurance sectors in FY2010. First and foremost were amendments to the Insurance
Business Act (which actually took effect in January 2011), placing an increased emphasis
on fair practices within the industry and strengthening consumer protection measures.
Stricter requirements were also placed on the public disclosure of insurance products.
Insurers are now required to disclose their operating expenses ratio and their commission
rates on the products they provide, making it easier for consumers to compare products
and understand how premium levels are calculated. Two other regulatory policy changes
worth mentioning were the use of Risk-Based Capital (RBC) instead of the solvency
margin method, and the implementation of the first phase of the International Financial
Reporting Standards (IFRS).
•
The pricing system for insurance products was also changed. Over the past three
years, insurers had the choice of using the existing three factor method of utilizing the
interest rate, the operating expenses ratio, and the risk rate, or the Cash Flow Pricing (CFP)
system to calculate insurance premiums. As of April 1, 2010, however, insurers can only
use the latter system. Unlike the old three factor method, the CFP system takes optimized
future predictions and target income aligned to their corporate business strategies into
consideration. Insurance pricing reflects various future cash elements as well.
•
The biggest buzz in the life sector centered around the Initial Public Offerings (IPOs)
made by Tong Yang Life, Korea Life, and Samsung Life on the Seoul bourse. Other life
insurers are expected to follow in their tracks. Another highlight was the rapid growth of the
retirement pension market. Korean companies have generally used a severance payment
system as a substitute for corporate pensions. However, the retirement pension market
system has changed dramatically, meaning that many players are now turning to financial
firms to manage their retirement funds. As a result, competition among banks, securities
firms, and insurers has intensified, due to their respective bids to come out on top.
•
On the non-life side, the leading hot topic was the soaring loss ratio of motor
insurance. The situation’s severity pushed the central government’s Financial Supervisory
Commission to establish measures to stabilize the loss ratio. In addition, an amendment
was made to the “Act on the Indemnification for Fire-Caused Losses and the Purchasing
of Insurance Policies” in early 2010. As a result, buildings that have business tenants with
a large consumer base, local government-owned buildings, etc., are now classified as
mandatory coverage items.
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Amendments were made to the Insurance Business Act, placing an
increased emphasis on fair practices within the industry and
strengthening consumer protection measures.

•
In the reinsurance sector, the Korean Insurance Business Act regarding technical
reserves on reinsurance cessions was amended. As a consequence, the Financial
Supervisory Service (FSS) of Korea now requires that the financial solvency status and
credit ratings of foreign reinsurers participating in reinsurance programs in Korea must be
registered on the Korea Insurance Development Institute’s reinsurer listing database.

Prospects
for 2011

•
The forecast for FY2011 is that the continuing recovery of the global economy
and the domestic market will have a salutary effect on the insurance industry as a whole.
Economic and employment growth should lead to increased consumer demand for
insurance, while an interest rate hike will enhance investment income.
•
As we witnessed in FY2010, the Korean insurance market is extremely
dependent on economic conditions, meaning that new and innovative growth engines
need to be constantly devised to produce healthy and sustainable growth. To achieve
this goal, insurance companies are actively developing new products related to climate
change, green growth, low carbon emissions, and the like. In addition, they are being
urged to enhance their risk management capabilities, due to the increased monitoring of
their financial strength by various regulatory bodies.
•
According to a report by the Korean Insurance Research Institute in November of
2010, the country’s insurance sector is expected to grow by a robust 10.6%. However,
its rate of growth is expected to slow due to pressures on the economy. The insurance
penetration ratio (i.e., total premiums/GDP) is expected to increase to 12.0%. The
composition ratio for the life and non-life sectors is predicted to be 60.2% to 39.8%,
reflecting an expected 0.9% decrease in the life insurance sector.
•
Gross written premiums for life insurance in FY2011 are expected to grow by
7.3%, based on stable growth in the personal lines and the increasing popularity of
retirement pensions in the group lines. Operating income is also expected to improve,
due to reduced cancellation rates and an increase in written premiums. For the nonlife side, the market is expected to grow by 16.1%, reflecting stable growth in longterm insurance. On the other hand, the growth rates of the motor and general lines are
expected to slow down.
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The forecast for FY2011 is that the continuing recovery of
the global economy and the domestic market will have a salutary effect
on the insurance industry as a whole.

• Life Insurance Market
Class
Gross Premiums Written
Claims Paid
Working Assets
Total Assets
Policy Reserves

In billions of Korean Won

FY2010
83,007
53,709
310,554
416,652
279,020

FY2009
76,957
47,379
275,439
372,525
251,874

FY2008
73,561
47,544
244,996
328,332
230,392

• Market Premiums by Line
Class
✽

Individual
- Life Annuities
- Death Policies
- Mixed Insurance
Group
✽
Total

FY2007
75,096
44,877
226,716
305,400
215,971

FY2006
66,455
35,144
206,859
273,131
186,165

In billions of Korean Won

FY2010
74,803
22,688
38,139
13,976
8,204
83,007

FY2009
69,655
23,708
29,863
15,982
7,302
76,957

FY2008
67,753
22,015
30,489
15,249
5,809
73,561

FY2007
67,906
22,390
30,681
14,835
7,190
75,096

FY2006
59,899
18,059
29,420
12,421
6,555
66,455

✽The total figure may be different from the cumulative sum due to rounding off.

• Non-Life Insurance Market
Class
Gross Premiums Written
Earned Premiums
Incurred Losses
Underwriting Profit
Investment Profit
Net Income
Working Assets
Total Assets
Technical Reserves

In billions of Korean Won

FY2010
49,357
47,615
37,721
(976)
3,734
2,040
81,763
102,181
76,069

FY2009
43,760
40,815
31,731
(930)
3,141
1,547
68,490
86,163
63,002

FY2008
36,487
35,680
27,242
(845)
2,631
1,315
59,252
74,027
53,913

• Market Premiums by Line
Class
Fire
Marine
Motor
Guarantee
Casualty✽
Long-Term
Annuity
Retirement Insurance
✽✽
Total

FY2007
33,982
31,219
24,630
(226)
2,670
1,669
53,445
66,015
47,346

FY2006
29,583
26,630
21,437
(834)
2,236
1,067
46,229
56,971
40,574

In billions of Korean Won

FY2010
266
772
12,413
1,307
3,945
28,184
1,267
1,203
49,357

FY2009
276
805
11,222
1,229
3,537
23,299
1,784
1,680
43,832

FY2008
284
851
10,937
1,153
3,090
18,883
1,285
1,013
37,495

✽Casualty includes overseas insurance and cooperatives’ insurance premiums.
✽✽The total figure may be different from the cumulative sum due to rounding off.

FY2007
308
652
10,810
994
2,837
16,344
1,000
1,039
33,982

FY2006
313
632
9,649
1,143
2,581
13,680
798
787
29,583
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•
On the back of continuing stabilization and stimulus policies of the majority of the
world’s advanced nations, both the Korean and global stock markets have made a strong
recovery. The KOSPI index, started FY2010 off at 1,692.85, and surpassed the 2,050mark in December for the first time since November 6, 2007 when the KOSPI hit 2,054.24.
As the New York Stock Exchange ended 2010 on a strong note, most of the major Asian
stock exchanges also ended on a positive note with the exception of the Japanese
Stock Exchange which fell.
•
Examining the KOSPI’s 2010 fiscal year more closely, there were still some
up-and-down fluctuations due to foreign exchange effects as well the effects from
foreign economies. Despite destabilizing factors such as the attack on Yeonpyeong
Island, various natural disasters including the tsunami in Japan, and the failing Southern
European economies, in 2011, the KOSPI has consistently hovered near the 2,000mark. As of the end of March 2011, the KOSPI was sitting at 2,106.70. Worthy to note
in FY2010, the KOSPI reached an all time high of 2,115.69. The market outlook is very
optimistic that the KOSPI will range between the 2,300~2,400 mark in the latter half of
the year.
•
In terms of the won-US dollar exchange rate, it started off at 1,131.3 at the
beginning of FY2010. With the exception of the 1st quarter, where there was a sharp
and sudden rise due to geopolitical issues with North Korea, the exchange rate has
continually declined in line with the won’s steady appreciation. The won-US dollar
exchange rate as of March 2011, stood at 1,096.7.
•
Korean Re’s share price as of the end of FY2010 was KRW 12,800. Its lowest
price that year was KRW 8,510, reached in May. This extremely low valuation was due to
a decline in its overseas operations prior to 2008. However, since the company boasted
its highest-ever net income in 2010, and its credit rating has been upgraded to “A” by A.M.
Best, most analysts are bullish about the company’s future share price. They cite three
reasons for this.
•
The first reason is the company’s profit-oriented reorganization of its overseas
portfolio. Since 2008, Korean Re has worked diligently to reorganize its overseas
business, with results from that sector returning to the black in FY2009. This healthy
trend continued in FY2010 and in fact, the highest ever net profit of overseas inward
business of KRW 30.9 billion was attained. As a result, the company is planning to grow
its overseas business as a valuable future growth engine.
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Korean Re’s share price as at the end of FY2010 was KRW 12,800,
a 28% increase from the end of FY2009.

•
In addition, Korean Re has always adhered to a strict and conservative asset
management policy, and its current investment portfolio, which is mainly comprised
of government bonds, has enjoyed an enviable ROI of 5% over the past four years.
In addition, the company was able to escape the worst effects of the 2008 financial
meltdown, since it held no overseas derivatives and its overall holdings in the stock
market were negligible.
•
Finally, the external environment looks extremely promising. The first half of 2011
has already seen an unusually high number of natural and man-made catastrophes,
such as the devastating earthquake in Japan, and there are also signs of economic
crises in southern Europe. These negative factors all point to a hardening market, with
a concomitant increase in insurance rates. This phenomenon is certainly not new, since
one major effect of the 2008 financial crisis was a downturn in reinsurer capacity, which
naturally resulted in rising prices.
•
Given such factors as a favorable market environment throughout the world and
its stable financial situation, high capacity, and healthy credit rating, Korean Re believes
that it is now in a position to start underwriting a number of large, high-quality accounts.
The company will also continue to adhere to maintaining a leading position in the local
market while simultaneously attaining sustainable growth abroad. This, in tandem with an
already bullish domestic stock market, will contribute to raising its share price.
• Stock Price Index
Class
Face Value
Share Price
Number of Common Stock
Market Value (KRW billions)

March 31, 2011
500
12,800
115,908,609
1,483.6

March 31, 2010
500
10,000
113,971,186
1,139.7

...success

Unfazed by change and challenge, ever since our founding in
1963, we have been contributing to the healthy growth of the
national economy and the stabilization and development of the
Korean reinsurance industry, offering efficient and expeditious
reinsurance services to cover large-scale accidents in such
key industries as shipping, aerospace, and construction. Going
forward, we will work even harder to expand our earnings
bases and strengthen our management foundations.
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Manage m e n t’s
Dis c u ssi o n & A naly si s

MANAGEMENT’S
DISCUSSION & ANALYSIS

Basis of Presentation

•
The discussion of Korean Re’s financial status and operating results for FY2010 is
based on the audited financial statements of the Company. Therefore, the following narrative
should be reviewed along with the audited financial statements.

Business Highlights

•
Since 2009, the reinsurance industry experienced a dramatic recovery as the result
of focusing on profit-oriented operations and strengthening its underwriting guidelines to
recover lost capital. Although the global reinsurance industry’s yearly insured losses in 2010
exceeded its average over the previous ten-years, due to the recovery of the global financial
markets as well as regionally-contained losses of various natural catastrophes, the global
reinsurance rates actually slightly declined. However, a recent increase in natural catastrophes
and man-made disasters, in tandem with the threat of financial crises in southern Europe,
may lead global reinsurance players to reduce their capacity, potentially setting the scene for
another turn in the market.
•
From the domestic side, the long-term lines continued to be the growth driver of the
Korean non–life market reflecting the country’s rapidly aging population. Due to bad weather,
the loss ratio for motor insurance remained high. The life insurance market improved upon its
growth of FY2009 increasing by nearly 8% on the back of rise in demand for protection-type
products and an expansion of the pension market.
•
Amidst the positive growth of the life & non-life insurance markets, the operating
environment for domestic reinsurance proved to be difficult. This resulted from intensified rate
competition for products with favorable loss ratios, and a continuing advance into the local
market by foreign-based reinsurers. In addition, there was an active effort by the supervisory
authority to tighten reinsurance regulations as well.
•
Despite this challenging business environment, Korean Re enjoyed a stellar
performance in FY2010. It did this by executing its corporate strategies accurately and efficiently.
These included stable growth in its overseas inward business, direct marketing to major clients,
the continuing development of new and innovative products, and the aggressive exploration of
new markets. As a consequence, the company recorded 6.5% growth in its gross premiums,
an increase of 6.6% in its net premiums, and a 5.4% return on its earned premiums.
•
In overall terms, the company recorded a net income of KRW 107.6 billion,
up KRW 28.6 billion from the previous year. This extremely gratifying result flowed from
increased profitability in its domestic commercial lines and its stable investment portfolio. If the
company’s catastrophe reserve allocation were included into the equation, its adjusted net
profit would be a record-breaking KRW 176.7 billion.

51

Analysis of
Operational Results

G ro s s P re miu m s

•
Gross premiums in 2010 increased by 6.5% from the previous year to KRW
4.54 trillion. This success, which was due to steady growth in the company’s domestic
commercial and personal reinsurance lines, came about despite a deliberate, strategic
decision to temporarily weaken increases in its overseas inward business. Commercial lines,
which account for a majority of Korean Re’s underwriting revenue, were the core source
of this enhanced profitability, resulting from management’s concerted efforts to enter new
markets (including cooperatives) and engage in direct marketing efforts with major clients.
In billions of Korean Won

For the years ending March 31  
Gross Premiums
Premiums Paid
Net Premiums Written
Earned Premiums       

FY2010

FY2009

4,539.9
1,446.4
3,093.5
3,085.3

YoY change

4,261.0
1,359.2
2,901.8
2,927.4

6.5%
6.4%
6.6%
5.4%

•
In FY2010, the company long-term insurance, life insurance, and casualty
insurance lines recorded growth of 14.6%, 14.3%, and 13.2%, respectively, over the
previous year. The overseas inward insurance sector experienced a decrease of 7.4% as
a result of our ongoing profit-oriented underwriting strategy.
•
Examining the composition of the P/F by line, fire, comprehensive, and engineering
line makes up 20.2%. Marine and aviation holds 9.8%, casualty (including bonds) 15.8%,
long-term 17.5%, motor 9.7%, life 15.6%, and overseas inward business 11.4%.
•
The diversification of the company business portfolio follows an innovative
profitability model that is designed to strategically balance quantitative and qualitative
growth.
• Breakdown of Gross Premiums by Department
For the years ending March 31  
Fire, Comprehensive, and Engineering
Marine
Casualty
Long-Term    
Motor
Life
Overseas
Total

FY2010
916.8
443.6
720.2
795.2
440.4
706.8
516.9
4,539.9

In billions of Korean Won

FY2009
863.4
444.5
636.2
694.0
446.2
618.4
558.4
4,261.0

YoY change
6.2%
△0.2%
13.2%
14.6%
△1.3%
14.3%
△7.4%
6.5%
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Ea rn e d Pre m i u ms o ver t h e Pas t F ive Y ears

•
Despite an increasingly problematical business environment, Korean Re recorded
a steady 5.4% growth in earned premiums in FY2010. This resulted from the continuing
introduction of new and innovative products, as well as aggressive efforts to enter new
markets (including cooperatives). Growth in the company long-term insurance and fire
lines, including comprehensive and engineering coverage, was another key factor leading
to the rise in earned premiums.
In billions of Korean Won

For the years ending March 31  

FY2010
3,085.3

Earned Premiums       

FY2009
2,927.4

FY2008

FY2007

2,806.0

2,485.9

FY2006
2,149.3

C o m bin e d Rat i o

•
The company FY2010 combined ratio (excluding the foreign exchange rate
effect) reached 98.5%, almost exactly the same level as the previous year 98.6%. This
was due to improvements in its overseas inward business and a reduced cost ratio. The
total loss ratio (excluding the foreign exchange effect) rose by 1.0% YoY to 79.1%.
•
The loss ratio (excluding the foreign currency effect) for each line was as follows:
fire, comprehensive, and engineering 48.1%, marine and aviation 77.7%, casualty
(including bonds) 59.9%, long-term 97.1%, motor 90.1%, life 86.7%, and the overseas
inward business 63.6%.
•
Net operating expenses edged up by KRW 5.6 billion to KRW 598.1 billion due
to a decline in commission expenses of the personal lines. The expense ratio decreased
by 1.1% to 19.3%.
In billions of Korean Won

For the years ending March 31  
Incurred Losses      
- Net Claims Paid  
- Change in Outstanding Losses   
Net Operating Expenses
Earned Premiums       
Combined Ratio

      

FY2010

FY2009

YoY change

2,441.3

2,210.7

(2,441.0)

(2,287.5)

2,293.2
(147.9)

2,235.5
△24.7
(52.0)

(184.4)

598.1
3,085.3

592.5
2,927.4

0.9%
5.4%

148.2

10.4%
(6.7%)
2.6%
-

98.5%

95.9%

2.6%p

(98.5%)

(98.6%)

(△0.1%p)

Note: Combined Ratio = (Incurred Losses/Earned Premiums + Net Operating Expenses/			
Net Premiums Written) × 100
( ) : These figures exclude the foreign exchange rate effect
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•
The company’s FY2010 solvency margin ratio was 217.7%, well in excess of
the minimum 100% required by Korea financial regulatory authorities. This happened
because the company maximized its net income.
• Solvency Margin Ratio
For the years ending March 31  

FY2010

Solvency Margin Ratio

217.7%

FY2009
211.4%

YoY change
6.3%p

Op e rat ing Gain s

•
The company underwriting operations incurred a loss of KRW 23.3 billion in
FY2010. When a loss of KRW 0.4 billion due to the foreign exchange rate effect is
excluded, this loss is reduced to KRW 22.9 billion. The overseas business attained
its highest-ever net profit this year, thanks to the company’s continuing profit-oriented
reorganization of its portfolio.
Op e rat ing Inc o m e o n Inves t m ent s

•
Korean Re FY2010 investment income totaled KRW 166.5 billion. If the foreign
exchange rate effect is taken into consideration, this the figure falls slightly, to KRW 166.2
billion. The company’s aggressive aggressive foreign exchange hedging mechanism, which
is comprised of foreign assets and liability repositioning, was able to minimize the overall
foreign exchange rate effect as it applied to its net profit. Stock trading earned the company
KRW 30.3 billion due to the recovery of the KOSPI, while a further KRW 108.0 billion
resulted from the flexible trading of bonds. Total invested assets rose by 10.3% to KRW 3.05
trillion, primarily due to the company increased cash flow from its insurance operations.
•
The company increased positioning of its invested assets in bonds and the
money market combined with a stable interest-rate environment to generate an overall
investment yield of 5.9% (excluding the foreign exchange rate effect ). Management
remains focused on income stability, with more than 70% of the company total invested
assets being placed in bonds and the money market. As a result, stocks accounted for
7.0% of the total.
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In billions of Korean Won

For the years ending March 31  
Operating Income on Investments        
Interest Income and Dividends
Net Gain on Sales of Marketable Securities     
Net Gain on Valuations of Marketable Securities
Other
Yield Ratio
(

FY2010

FY2009

166.5

79.1

(166.2)

(138.8)

109.7
48.7
4.6
3.5
(3.2)
5.9%
(5.9%)

107.6
24.7
1.6
△54.8
(4.9)
3.0%
(5.4%)

YoY change

110.5%
(19.7%)
2.0%
97.2%
187.5%
(△34.7%)
96.7%
(9.3%)

) : These figures exclude the foreign exchange rate effect.

N e t In c o m e

•
Korean Re’s net income in FY2010 was KRW 107.6 billion, compared to KRW
79.0 billion the previous year. Most of this gain was due to improvements in the overseas
inward business, strong domestic business results, and healthy gains on investments.
In FY2011, the company will continue meeting its net income target through a business
strategy that centers on profitability.

Analysis of Financial
Conditions

Assets

•
As of March 31, 2011, the company total assets were 9.8% (or KRW 423.4
billion) higher than they were a year earlier, reaching KRW 4.75 trillion. They included
stocks worth KRW 214.4 billion, bonds valued at KRW 1.90 trillion, money market
holdings of KRW 107.9 billion, overseas investments worth KRW 575.3 billion, real estate
valued at KRW 256.7 billion, and non-operating assets calculated at KRW 1.70 trillion.
•
The value of its invested assets rose by 10.3% (or KRW 285.5 billion) to KRW
3.05 trillion. These consist primarily of fixed-income securities, including various types
of bonds. In 2010, the company generated an annual investment yield of about 5.9%
(excluding the foreign exchange rate effect).
•

Non-operating assets were mainly comprised of uncollected claims. As of March

31, 2011, their total value amounted to KRW 1.57 trillion.
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In billions of Korean Won

For the years ending March 31  

FY2010
3,049.7
477.8
219.2
2,156.7
3.5
192.5
1,700.9
1,565.9
4,750.6

Invested Assets       
Cash and Deposits      
Marketable Securities
Investment Securities
Loans
Real Estate    
Non-Operating Assets
Insurance Receivables   
Total Assets

FY2009

YoY change

2,764.2
463.6
198.9
1,906.7
4.3
190.7
1,563.0
1,439.4
4,327.2

10.3%
3.1%
10.2%
13.1%
-18.6%
0.9%
8.8%
8.8%
9.8%

L IABIL IT IES & SH A REHOLDERS’ EQ UITY

•
Total liabilities in FY2010 rose by 9.0% (or KRW 329.2 billion) YoY to KRW 4.0
trillion. Insurance reserves (which include outstanding claims and unearned premiums)
increased by 9.1% to KRW 1.88 trillion.
•
The company’s catastrophe reserve was increased by KRW 69.1 billion to
KRW 553.8 billion, meaning that it is in full compliance with all statutory regulations.
Shareholders’ equity rose by KRW 97.3 billion to KRW 757.8 billion, backed by net
income of KRW 107.6 billion. The FY2010 shareholders’ surplus (calculated by adding
total shareholders’ equity and the total of the catastrophe reserve) increased by KRW
166.4 billion from the previous year to reach KRW 1.31 trillion.
In billions of Korean Won

For the years ending March 31  
Insurance Reserve      
- Reserve for Outstanding Claims
- Unearned Premium Reserve    
- Catastrophe Reserve    
Other Liabilities       
- Unpaid Payables
- Other
Total Liabilities
Total Shareholders’ Equity
✽
Total Shareholders’ Surplus       

FY2010
2,436.3
1,080.1
802.4
553.8
1,559.5
1,417.8
141.7
3,995.8
757.8
1,311.6

✽Total Shareholders’ Surplus = Shareholders’ Equity + Catastrophe Reserves

FY2009
2,209.9
931.9
793.3
484.7
1,456.8
1,328.5
128.3
3,666.7
660.5
1,145.2

YoY change
10.2%
15.9%
1.1%
14.3%
7.0%
6.7%
10.4%
9.0%
14.7%
14.5%
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[

Classification

In millions of Korean Won

FY2010

]

FY2009

[

In thousands of US Dollars

FY2010

]

FY2009

Assets
Operating assets

₩

Cash & Deposits

3,049,735

2,764,223 $

2,727,849

2,420,935

477,821

463,632

427,389

406,054

219,228

198,891

196,089

174,191

1,692,861

1,480,704

1,514,187

1,296,816

454,632

419,599

406,648

367,489

Marketable securities
(Trading)

Investments in
marketable Securities
(Available-for-sale)

Investments in bonds
(Held-to-maturity)

Investment stock using the
equity method

9,226

6,391

8,252

5,597

Loans

3,490

4,313

3,122

3,777

192,477

190,693

172,162

167,011

1,700,853

1,562,991

1,521,335

1,368,884

2,479

2,040

2,217

1,787

Real estate
Non-operating assets
Fixed assets
Other assets
Insurance receivable
Other account receivable

1,698,374

1,560,951

1,519,118

1,367,097

1,565,852

1,439,415

1,400,583

1,260,654

6,815

758

6,096

664

Leasehold & Other deposits

15,734

13,545

14,073

11,863

Accrued income

37,386

33,787

33,440

29,591

Compensation receivable

68,863

70,383

61,595

61,642

3,724

3,063

3,331

2,683

4,249,184

3,789,819

Other assets
Total Assets

₩

4,750,588

4,327,214 $

Note:
Korean Won amounts have been converted into U.S. Dollars based on the exchange rate of KRW 1,162.61 per US$
1.00 for FY2010 and KRW 1,225.26 for FY2009. The B/S section has been renamed Statement of Financial Position
Section due to the implementation of IFRS standards. For the Statements of Financial Position Section, the applicable
exchange rate was KRW 1,118.00 per US$ 1.00 for FY2010, and 1,141.80 for FY2009.
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[

Classification

In millions of Korean Won

FY2010

]

FY2009

[

In thousands of US Dollars

FY2010

]

FY2009

Liabilities
Insurance reserve

₩

2,436,280

2,209,908 $

2,179,141

1,935,460

966,067

816,168

Reserve for
outstanding claims

1,080,063

931,901

Unearned premium reserve

802,402

793,306

717,712

694,785

Catastrophe reserve

553,815

484,701

495,362

424,506

1,559,530

1,456,836

1,394,928

1,275,912

Other liabilities

1,417,774

1,328,522

1,268,134

1,163,533

Accrued expenses

Unpaid payables

75,084

54,790

67,159

47,986

Other liabilities

66,672

73,524

59,635

64,393

Total Liabilities

3,995,810

3,666,744

3,574,069

3,211,372

Capital and Reserves
Capital stock
Capital surplus
Capital adjustment

57,954

56,986

51,837

49,909

116,322

116,323

104,045

101,877

△109,785

△109,785

△98,198

△96,152

Accumulated other
92,668

90,002

82,887

78,825

Retained earnings

comprehensive income

597,619

506,945

534,543

443,988

Total shareholders’ Equity

754,778

660,471

675,114

578,447

4,249,183

3,789,819

Total Liabilities and
Shareholders’ Equity

₩

4,750,588

4,327,215 $
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[

Classification

In millions of Korean Won

FY2010

]

FY2009

[

In thousands of US Dollars

FY2010

]

FY2009

3,085,310

2,927,449 $

2,653,783

2,389,250

Premium income

4,539,863

4,261,014

3,904,895

3,477,645

Premiums paid

1,446,401

1,359,249

1,244,100

1,109,357

Net premiums written

3,093,462

2,901,765

2,660,795

2,368,288

8,152

△25,684

7,012

△20,962

2,441,327

2,210,741

2,099,870

1,804,306

2,293,165

2,235,478

1,972,431

1,824,495

148,162

△24,737

127,439

△20,189

598,120

592,497

514,464

483,569

Reinsurance commissions

487,517

489,186

419,330

399,251

Management expenses

110,603

103,311

95,134

84,318

Earned premiums

₩

Change in unearned
premiums
Incurred losses
Net claims paid
Change in outstanding losses
Net operating expenses

Increase in catastrophe reserve
Operating gains

69,114

66,343

59,447

54,146

△23,251

57,868

△19,998

47,229

Operating income on investments

166,511

79,073

143,222

64,536

Non-operating income

△2,075

△31,916

△1,785

△26,048

Net income before income taxes

141,185

105,025

121,439

85,717

33,559

26,073

28,865

21,280

78,952 $

92,574

64,437

Income tax expenses
Net income

₩

107,626

Note:
Korean Won amounts have been converted into U.S. Dollars based on the exchange rate of KRW 1,162.61 per US$
1.00 for FY2010 and KRW 1,225.26 for FY2009. The B/S section has been renamed Statement of Financial Position
Section due to the implementation of IFRS standards. For the Statements of Financial Position Section, the applicable
exchange rate was KRW 1,118.00 per US$ 1.00 for FY2010, and 1,141.80 for FY2009.
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Statements of Appropriation of
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[

Classification

In millions of Korean Won

FY2010

]

[

FY2009

In thousands of US Dollars

FY2010

]

FY2009

Retained earnings
before appropriations

₩

107,644

78,970 $

92,588

64,452

U
 nappropriated retained
earning carried over from
prior years
Net Income for the year

18

18

15

15

107,626

78,952

92,573

64,437

0

0

0

0

107,644

78,970

92,588

64,452

107,626

78,952

92,573

64,438

Transfers from voluntary
reserves
Total
Appropriations of retained
earnings
Legal reserve
Dividends

504

1,598

433

1,305

32,607

16,953

28,046

13,837

0

0

0

0

74,516

60,401

64,094

49,297

15

14

Loss from sales of
treasury stock
Voluntary reserve
Unappropriated retained
earnings to be carried over
to subsequent year

₩

18

18 $

Note:
Korean Won amounts have been converted into U.S. Dollars based on the exchange rate of KRW 1,162.61 per US$
1.00 for FY2010 and KRW 1,225.26 for FY2009. The B/S section has been renamed Statement of Financial Position
Section due to the implementation of IFRS standards. For the Statements of Financial Position Section, the applicable
exchange rate was KRW 1,118.00 per US$ 1.00 for FY2010, and 1,141.80 for FY2009.
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[

Classification

In millions of Korean Won

FY2010

]

[

FY2009

In thousands of US Dollars

FY2010

]

FY2009

Cash flows from
operating activities

₩

Net income for the year

△1,447

△25,972 $

△1,245

△21,197

107,626

78,952

92,573

64,437

252,379

150,384

217,080

122,737

19,148

97,572

16,470

79,634

△342,303

△157,736

△294,427

△128,737

△4,715

△2,658

△4,056

△2,169

0

3

0

3

4,715

2,661

4,056

2,172

△15,959

△21,551

△13,727

△17,589

338

424

291

346

16,297

21,975

14,017

17,935

△22,121

△50,181

△19,027

△40,955

175,183

225,364

150,681

183,931

153,062

175,183 $

131,654

142,976

Additions to net income of
non-cash expenses
Deductions from net income
of non-cash revenues
Changes in assets &
liabilities resulting
from operations
Cash flows from investing
activities
Cash inflows from investing
activities
Cash outflows from
investing activities
Cash flows from financing
activities
Cash inflows from financing
activities
Cash outflows from
financing activities
Net increase in cash & cash
equivalents
Beginning cash & cash
equivalents
Ending cash & cash
equivalents

₩

Note:
Korean Won amounts have been converted into U.S. Dollars based on the exchange rate of KRW 1,162.61 per US$
1.00 for FY2010 and KRW 1,225.26 for FY2009. The B/S section has been renamed Statement of Financial Position
Section due to the implementation of IFRS standards. For the Statements of Financial Position Section, the applicable
exchange rate was KRW 1,118.00 per US$ 1.00 for FY2010, and 1,141.80 for FY2009.
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Notes to
Financial Statements
1. Summary of
Significant
Accounting Policies

(1) Basic Remarks on Accounting procedure

Korean Re’s Financial Statements have been prepared in accordance with financial
accounting standards generally accepted in the Republic of Korea, Statements of Korean
Financial Accounting Standards and Insurance Supervisory Regulations as established by
the Financial Supervisory Service of the Republic of Korea. These Standards may differ
from International Accounting Standards or the accounting principles generally accepted
in the countries of the readers. For the convenience of the reader, financial statements
have been condensed, restructured and translated from Korean to English.
(2) Time Period

The 2010 Financial year comprises the accounting period from April 1, 2010 to March
31, 2011.
(3) Reserve for Bad Debts

Reserve for Bad Debts, which is reflected in “Insurance Receivables,” has been
established to reserve contingent credit losses from each insolvent company and old
account.
(4) Foreign Currency Translations

Monetary assets and liabilities in a foreign currency are exchanged into Korean Won at
the telegraphic transfer selling rate applicable on the statements of financial position date.
Non-monetary ones are exchanged at the rate of exchange applicable on acquisition
date. The overseas business translations credit is reflected in “Capital Adjustment.”
(5) Valuations of Securities

Securities consist of “Marketable Securities,” “Available-for-sale securities” and “Heldto-maturity securities” according to the objects of acquisition. Marketable securities
(securities acquired and held for the gains on sale of securities in short terms) have been
evaluated by the fair market value method. “Available-for-sale securities” and “Held-tomaturity securities” (securities held for investment purpose and not included in “Marketable
Securities”) are amortized by the difference between acquisition cost and net values as
of the statements of financial position date. Notwithstanding the above valuation method,
investments in affiliated companies under significant influence of the company are stated
at an amount as determined using the equity method.
(6) Valuation of Properties Subject to Depreciation

The principle used in fixed assets valuations is the acquisition cost method. Book value
of fixed assets is depreciated from their acquisition cost on the basis of their useful life as
stipulated in the Corporate Tax Act.
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(7) Insurance Reserve

The Insurance reserves are established in accordance with following principles stipulated
in the Regulations of Insurance Supervision and related Rules & Regulations:
(a) Reserve for Outstanding Claims

 reserve for outstanding losses and claims is based on information provided by clients
A
and the company’s own estimates of expected claims experience that have been drawn
up from empirical statistics. This includes provisions for claims incurred but not reported.
(b) Unearned Premium Reserve
	Premiums written relating to future periods are stated as Unearned Premium Reserve
and are normally determined by lines of insurance and types of policy.
(c) Catastrophe Reserve
	As per regulation of the Financial Supervisory Service, a catastrophe reserve has been
established. It can be used only in a case in which the incurred loss ratio exceeds 100
percent in the company’s six major lines of business, and overall losses exceed profit
reserves, up to the amount of the excess.
(8) Reserve for Severance Benefits

Assuming that all employees who have worked for more than one year retire as of the
statements of financial position date, the Company maintains the total lump-sum amount
payable to the employees in its liability account. This amount is reflected as “Other Liabilities.”
(9) Treasury Stocks

In “Capital Adjustments,” treasury stocks are included to reduce equity. Any losses or
gains following transactions or disposals are included in “Retained Earnings.”
2. Translation of
Financial Statement
indicated in foreign
currencies
3. Cash & Deposits

Assets and liabilities, including capital and reserves indicated in the financial statements,
are translated into the U.S. Dollars at the rate of 1,118.00 Korean Won to 1 US Dollar, the
telegraphic transfer selling rate of exchange as of March 31, 2011. The profit and loss account
is translated at 1,162.61 Korean Won to 1 US Dollar, the average exchange rate of the year.
Cash & Deposits as of March 31, 2011 are as follows:
[ In millions of Korean Won and thousands of US Dollars ]

Cash & Cash equivalents
Cash on hand
Deposits
Money in trust
Short-term bills
Total

₩

₩

477,821 $
2
477,819
0
0
477,821 $

This figure differs from that of the ‘Statement of Cash Flows’ as a result of the difference in exchange rates.

427,389
2
427,387
0
0
427,389
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4. Marketable Securities

Marketable Securities as of March 31, 2011 are as follows:
[

In millions of Korean Won and thousands of US Dollars

Beginning Balance
Listed stocks

18,370 $

₩

Government and public bonds

Market Value

16,431 ₩

$

18,946

0

0

0

0

8,981

0

0

Corporate bonds

9,848

8,809

0

0

Investment funds

160,632

143,678

176,137

157,547

0

0

0

0

Overseas securities
Other securities
Total

0
₩

198,891 $

0

21,909

177,900 ₩

19,597

219,228 $

196,089

Available-for-sale Securities as of March 31, 2011 are as follows:
[

In millions of Korean Won and thousands of US Dollars

Acquisition Cost
Listed stocks

₩

153,604 $

Un-Listed stocks

]

Market Value

137,392 ₩

6,582

Investments

5,887

145,422

$

130,073

23,471

20,994

51,273

45,861

43,001

38,462

Government and public bonds

403,101

360,555

402,435

359,960

Special bonds

523,551

468,292

527,128

471,492

0

0

0

0

Corporate bonds

509,665

455,872

511,157

457,207

Investment funds

6,000

5,367

6,658

5,955

25,516

22,823

26,797

23,969

Financial bonds

Overseas securities
Other securities
Total

6. Held-to-maturity

21,182

10,041

Financial bonds

5. Available-for-sale
Securities

]

₩

6,665

5,962

6,791

1,685,957 $

1,508,011 ₩

1,692,860 $

6,074
1,514,186

Held-to-maturity Securities as of March 31, 2011 are as follows:

Securities

[

In millions of Korean Won and thousands of US Dollars

Acquisition Cost
Government and public bonds

₩

Special bonds
Corporate bonds
Overseas securities
Total

₩

141,678 $

]

Book Value

126,725 ₩

141,678 $

126,725

100,693

90,065

100,693

90,065

29,493

26,380

29,493

26,380

182,768

163,478

182,768

163,478

454,632 $

406,648 ₩

454,632 $

406,648
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7. Investment Stock

Investment stock using the equity method as of March 31, 2011 are as follows:

Finan c ia l

using the Equity

[

Method

In millions of Korean Won and thousands of US Dollars

Acquisition Cost
Worldwide-HK

Book Value

783 $

₩

]

700 ₩

6,888

$

6,161

Korean Re Investment Advisory
Company
Total

8. Loans

₩

3,000

2,683

2,338

2,091

3,783 $

3,384 ₩

9,226 $

8,253

Loans as of March 31, 2011 are as follows:
[ In millions of Korean Won and thousands of US Dollars ]

Secured by real estate loans

2,897 $

₩

Unsecured loans
Total

9. Insurance Reserve

2,492

619

532

3,516 $

₩

3,024

The company accumulated an insurance reserve in accordance with Insurance
Supervisory Regulations. The insurance reserve as of March 31, 2011 are as follows:
(1) Reserve for Outstanding Claims
[

In millions of Korean Won and thousands of US Dollars

Inward (A) Outward (B)
Fire

₩

41,528 ₩

Balance

Inward (A)

23,635 ₩

17,893 $

]

Outward (B)

37,145 $

21,140

Balance
$

16,004

Marine

122,504

61,594

60,910

109,574

55,093

54,481

Motor

77,682

4,931

72,751

69,483

4,411

65,072

Bond

22,651

157

22,494

20,260

140

20,120

Engineering

120,051

88,567

31,484

107,380

79,219

28,161

Liability

117,737

43,359

74,378

105,310

38,783

66,528

Personal Accident

54,988

40,932

14,056

49,184

36,612

12,572

Comprehensive

89,207

72,850

16,357

79,792

65,161

14,631

Overseas

667,894

163,186

504,708

597,401

145,962

451,438

Long-Term

217,478

8,855

208,623

194,524

7,920

186,604

103,444

47,036

56,408

92,526

42,072

50,455

Other Casualty
Total

₩ 1,635,164 ₩ 555,102 ₩1,080,062 $ 1,462,581 $ 496,512 $ 966,069
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(2) Unearned Premium Reserve
[

In millions of Korean Won and thousands of US Dollars

Inward (A) Outward (B)
Fire

86,279 ₩

32,111 ₩

Marine

68,390

42,220

Motor

212,709

17,599

Bond

₩

Inward (A) Outward (B)

54,168 $

Balance

77,173 $

28,722

$

48,451

26,170

61,172

37,764

23,408

195,110

190,258

15,742

174,517

82,187

105

82,082

73,513

94

73,420

Engineering

135,657

102,827

32,830

121,339

91,974

29,366

Liability

116,381

50,464

65,917

104,097

45,138

58,960

Personal Accident

119,251

88,075

31,176

106,665

78,779

27,886

Comprehensive

132,040

96,139

35,901

118,104

85,992

32,113

Overseas

284,341

48,535

235,806

254,330

43,412

210,918

Long-Term
Other Casualty
Total

10. Equity

Balance

]

227

266

-39

203

238

-35

64,974

21,693

43,281

58,116

19,403

38,713

₩ 1,302,436 ₩ 500,034 ₩ 802,402 $ 1,164,970 $

447,255 $

717,715

(1) Common Stock (Par Value of Stocks: 500)

Common stocks as of March 31, 2011 are as follows:
[ Number of stocks ]

Beginning balance at April 1, 2010

113,971,186

Additional issued common stock for dividends

1,937,423

Ending balance as of March 31, 2011

115,908,609

(2) Retained Earnings

Retained earnings as of March 31, 2011 are as follows:
[ In millions of Korean Won and thousands of US Dollars ]

Legal reserve

₩

Reserve for business rationalization
Voluntary reserve

28,474 $

25,469

2,033

1,818

459,468

410,973

0

0

Unappropriated retained earnings carried forward to
subsequent year
Total

₩

489,975 $

438,260
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11. Earnings per Share

Earnings per share for the year ended March 31, 2011 are computed as follows:
[

Net earning (A)

Number of stocks

]

107,625,805,213

₩

Weighted Average Number of outstanding
common stock (B)
Earning per share (A/B)

12. Dividend

98,808,609
₩

1,089

$

0.97

(1) Dividend Amount
[

Number of stocks

]

Common stock issued (A)

98,808,609

Cash dividend per share (B)

₩

330

Stock dividend per share (C)

₩

0

₩

32,606,840,970

Dividend amount (A ×(B+C))

$

29,165,332

(2) Dividend Payout Ratio
[

In Korean Won

]

Dividends (A)

₩

32,606,840,970

Net income (B)

₩

107,625,805,213

Dividend payout ratio (A/B)

30.30%

(3) Dividend Return Ratio
[

In Korean Won

]

Dividends per share (A)

₩

330

Stock price at March 31, 2011 (B)

₩

12,800

Dividend return ratio (A/B)

2.58%
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Independent Auditor’s Report

To the Board of Directors and Shareholders
of Korean Reinsurance Company
We have audited the accompanying statements of financial position of Korean
Reinsurance Company, as of March 31, 2010 & March 31, 2011, and the related
statements of income, appropriations of retained earnings and cash flows for both years.
These financial statements are the responsibility of the Company’s management. Our
responsibility is to express an opinion on these financial statements based on our audits.
We conducted our audit in accordance with auditing standards generally accepted in
the Republic of Korea. Those standards require that we plan and perform the audit to
obtain reasonable assurance on whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides
a reasonable basis for our opinion.
In our opinion, the 2010 financial statements referred to above gives a fair presentation,
in all material respects of the financial position of Korean Reinsurance Company, as of
March 31, 2011. The results of its operations, the changes in its retained earnings and its
cash flows for the fiscal year 2010 are in accordance with financial accounting standards
generally accepted in the Republic of Korea and accounting procedures of the insurance
industry.

Deloitte Anjin LLC
June 2, 2011
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glo ss a ry

• Gross Written Premium
The gross premium income (i.e., written, instead
of earned) of an insurance company, adjusted
for additional or return premiums but before
deducting any premiums for reinsurance ceded
and not including any premiums for reinsurance
assumed.
• Combined Ratio
The sum of the expense ratio and the loss ratio.
• Earned Premium
That portion of the written premium that is equal
to the expired portion of the time during which the
insurance or reinsurance was in effect.
• Expense Ratio
Expenses (other than loss adjustment expenses)
incurred during a specific period of time, divided
by premiums written during the same period.
• Facultative Reinsurance
In “pro rata” reinsurance, this refers to the
reinsurance of part or all of the insurance covered
by a single policy, with separate negotiations
for each policy cession of the insurance - for
sharing liability, premium, and loss. In “excess of
loss” reinsurance, it refers to the reinsurance of
each policy, with separate negotiations for each
- for indemnity of loss in excess of the reinsured
party’s loss retention.
• Incurred But Not Reported (IBNR)
Liability for future payments on losses that have
already occurred but have not yet been reported
in the reinsurer’s records.
• Loss Ratio
Losses incurred, expressed as a percentage of
earned premiums.

• Loss Reserve
For an individual loss, an estimate of the amount
the insurer expects to pay for the reported claim.
For total losses, estimates of expected payments
for both reported and unreported claims.
• Non-Proportional Reinsurance
Reinsurance in which the reinsurer’s response to
a loss depends on its size. So named because
the premium in non-proportional reinsurance is not
proportional to the coverage limits.
• Policyholder Surplus
The net worth of an insurer as reported in its
Annual Statement. For a stock insurer, the sum
of its surplus and capital.
• Proportional Reinsurance
A term describing quota share and surplus share
reinsurance, in which the reinsurer shares a
proportional part of the ceded insurance liability,
premiums, and losses of the ceding company.
• Treaty Reinsurance
A standing agreement between reinsured and
reinsurer 1) for the cession and assumption of
certain risks as defined in the “pro rata” treaty,
or 2) for indemnity by the reinsurer only for the
reinsured’s losses over and above the reinsured’s
loss retention.
• Broker
A reinsurance intermediary who negotiates
reinsurance contracts between a reinsured and
a reinsurer on behalf of the reinsured, receiving
a commission for the placement and other
services rendered from the reinsurer.
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• Catastrophe Reinsurance
A form of excess of loss reinsurance that
( subject to a specified limit ) indemnifies the
reinsured company for the amount of loss in
excess of a specified retention with respect
to an accumulation of losses resulting from
a catastrophic event or series of events. The
actual reinsurance document is referred to as “a
catastrophe cover.”
• Hard Market
The scarcity of a product or service (as opposed
to a soft market, in which a product or service
is readily available and easy to buy ) . In the
reinsurance world, a hard market is characterized
by prudent underwriting and adequate pricing,
while a soft one reflects sloppy underwriting and
insufficient pricing.
• Investment Income
Money earned from invested assets. May also
include realized capital gains or be reduced by
capital losses over the same period.
• Original Insurer
The insurer that writes a policy for a policyholder
(which in turn may or may not create the need for
reinsurance).
• Professional Reinsurer
A term used to designate an organization whose
business is mainly reinsurance and related
services, as contrasted with other insurance
organizations that may operate reinsurance
assuming departments in addition to their basic
and primary insurance business.

• Retention
The amount of insurance liability (in “pro rata,” for
participation with the reinsurer) or loss (in “excess
of loss,” for indemnity of excess loss by the
reinsurer) which an insurer assumes (or retains)
for its own account. In “pro rata” contracts, the
retention of liability will be a percentage of the
policy limit. In “excess of loss” contracts, the
retention of loss is 1) a monetary amount of loss
( comparable to a deductible used in primary
insurance), 2) a percentage amount of each layer
of insurance liability, 3) an amount of loss which
exceeds the reinsurance in place, or 4) all three.
• Risk
Defined variously as uncertainty of loss, chance
of loss, or the difference of the actual results
from the expected ones. The term is also used
to identify the object of insurance protection,
e.g., a building, an automobile, a human life,
or exposure to liability. In reinsurance, each
reinsured company customarily makes its own
rules for defining a risk.
• Risk Based Capital
The amount of capital needed to absorb the
various risks of operating an insurance business.
For example, a higher risk business requires
more capital than one with lower risks. The
calculation is unique to each company.
• Underwriting Capacity
The maximum amount of money an insurer or
reinsurer is willing to risk in a single loss event
on a single risk or in a given period. The limit of
capacity for an insurer or reinsurer may also be
imposed by law or regulatory authority.
• Underwriting Income
The excess of premiums earned by a reinsurer
during any reporting period over the combined
total of expenses and losses incurred during the
same period.
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Key e ve n ts in FY2011

Key events in FY2011

Network
London Liaison Office

April
• Held 25th Corporate Culture workshop (4.12~15)
May
• Published FY2010 business results
•H
 osted the 30th Korean Re Reinsurance Management Seminar
(5.15~20)

Dubai Liaison Office

June
• 49th Annual shareholder’s meeting held (6.10)
July
• 26th Corporate Culture workshop (7.12~15)
August
• Announcement of Q1 business results planned
• Baekdu Mountain Range’s Odae Mountain Traverse scheduled
(8.24~9.9)
September
• Habitat for Humanity volunteer excursion

Head Office
Jongno 5 Gil, 68 (Susong-dong)
Jongno-gu, Seoul, Korea
Tel: (822) 3702-6000 Fax: (822) 739-3754
http://www.koreanre.co.kr
E-mail: service@koreanre.co.kr

Overseas Contacts
Singapore Branch
Principal Officer: Young-Bae Lee

October
• Autumn field day scheduled
• Annual personnel changes

8 Cross Street, #23-05
PWC Building, Singapore 048424
Tel: (65) 6227-6411 Fax: (65) 6227-2778
E-mail: singapor@koreanre.co.kr

November
• Announcement of Q2 business results planned
• 27th Corporate Culture workshop

London Liaison Office

December
• Recruiting season for new employees
• Diverse volunteer activities

E-mail: london@koreanre.co.kr

February (2012)
• Announcement of Q3 business results planned

Representative: Hong-Sub Choi
International House,1st St. Katherine’s Way
London E1W 1UN, England
Tel: (4420) 7265-0031/2 Fax: (4420) 7481-8412

Tokyo Liaison Office
Representative: Hyun-Ho Shin
Marunouchi Mitsui Building 5th Fl. No. 508
2-2-2 Marunouchi, Chiyoda-ku, Tokyo, Japan
Tel: (813) 3201-1673 Fax: (813) 3215-5585
E-mail: tokyo@koreanre.co.kr

Beijing Liaison Office
Head Office
Tokyo Liaison Office
New York Liaison Office
Worldwide Insurance Services, Ltd.

Singapore Branch

New York Liaison Office

Affiliated Companies

Representative: Ji-Han Han
Room 1506, 111 John Street

KOREANRE Investment Advisory Company

New York, N.Y. 10038 USA

CEO: Sung-Geun Park

Tel: (1212) 233-3252/3 Fax: (1212) 349-0210

6/F Korean Teacher’s Credit Union Bldg., 35-3

E-mail: newyork@koreanre.co.kr

Yeouido-dong, Yeongdeungpo-gu, Seoul 150-704, Korea

Beijing Liaison Office

E-mail: info@koreanreim.com

Tel: (822) 783-6241 Fax: (822) 783-6242
Representative: Sung-Muk Yoon
Unit 10F-A2, Merchants Tower

Pt. Asuransi Ramayana

Jianguo Road No. 118, Chaoyang District

49 Jalan Kebon Sirih, P.O.Box 4685 Jakarta, Indonesia

Beijing 100022, China

Tel: (6221) 33-7148, 390-7148

Tel: (8610) 6590-6276/6277 Fax: (8610) 6590-6278

Fax: (6221) 33-4825, 310-7748

E-mail: beijing@koreanre.co.kr
Uni. Asia General Insurance, Bhd.
Dubai Liaison Office

Menara SEA Insurance 1008 Jalan Sultan Ismail

Representative: Jong-Seon Han

50250 Kuala Lumpur, Malaysia

18th Floor Commercial Tower, Crowne Plaza

Tel: (603) 293-8111 Fax: (603) 293-0111

Sheikh Zayed Road P.O.Box 62425 Dubai

http://www.uniasiageneral.com.my

United Arab Emirates
Tel: (9714) 329-0898 Fax: (9714) 331-2177

Asian Reinsurance Corporation

E-mail: dubai@koreanre.co.kr

17th Fl., Chamnan Phenjati Business Center

Worldwide Insurance Services, Ltd.

Bangkok 10310, Thailand

Representative: Hyoung-Wook Kim

Tel: (662) 245-2169, 2190, 2197

1) 35th Flr, Central Plaza, 18 Harbour Road

Fax: (662) 248-1377, 8011

(Tower B) 65, Rama 9 Road, Huaykwang

Wanchai, Hong Kong (From 2011.8 ~ 2011.10)
2) Suite 3606, 36/F. Central Plaza

SHIN YOUNG INVESTMENT CO., LTD.

18 Harbour Road, Wanchai, Hong Kong (After 2011.10)

10th Fl., Shin Young Bldg., 34-8

Tel: (852) 2877-3117/3127 Fax: (852) 2877-2019

Yeouido-dong, Yeongdeungpo-gu, Seoul, Korea

E-mail: hk@koreanre.co.kr

Tel: (822) 780-8228 Fax: (822) 780-0540

Korean REINSURANCE Company
Jongno 5 Gil, 68 (Susong-dong), Jongno-gu, Seoul 110-733, Korea
Tel: (82-2) 3702-6000 Fax: (82-2) 739-3754
www.koreanre.co.kr

Korean Re Serving the World with Excellence

Annual Report 2010

