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Korean Economy
Economic Growth in the Third Quarter of 2016
The Korean economy grew 2.7% in the third quarter

Consumer spending was up 0.5% from the previous

of 2016 compared with the same period a year earlier,

quarter due to an increase in expenditure on non-

the slowest since the second quarter of 2015. The

durables and services. A rise in job losses in the

quarter-on-quarter growth rate fell to 0.7% in the July-

distressed industries such as shipbuilding and shipping

September period from 0.8% in the previous three-

hindered the recovery in consumption. Government

month period. Korea has recently experienced significant

spending grew 1.4% quarter on quarter as public health

economic headwinds arising from some of the nation’s

care expenditure increased. Construction investment

troubled businesses, such as Samsung’s smartphone

recorded a quarterly growth of 3.9%, reflecting a

recall, a labor dispute at Hyundai Motor and Hanjin

booming construction market. In terms of year-on-year

Shipping’s bankruptcy. These corporate woes weighed

growth, construction investment expanded 11.9%. It

down on the nation’s export-driven economy, taking a

remains to be seen, however, how long the construction

toll on manufacturing industries in particular. Overall,

sector can lead economic growth, as the government

manufacturing output dropped 1% in the third quarter,

tries to hold back surging household debt.

down from the previous quarter’s 1.2% growth.
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Trends of Quarterly Economic Growth
(Unit: %)

2014

Growth Rate

2015

2016

Q1

Q2

Q3

Q4

Q1

Q2

Q3

Q4

Q1

Q2

Q3

GDP

1.1
(3.9)

0.6
(3.5)

0.7
(3.4)

0.3
(2.7)

0.8
(2.4)

0.4
(2.2)

1.2
(2.8)

0.7
(3.1)

0.5
(2.8)

0.8
(3.3)

Consumer Spending

0.4

-0.3

0.7

0.3

0.8

-0.1

1.1

1.4

-0.2

1.0

Government Spending

0.5

0.8

1.9

0.1

0.5

0.9

1.3

1.0

1.3

0.1

Construction Investment

3.3

1.1

-0.8

-4.9

5.5

1.8

3.3

-2.4

6.8

3.1

Equipment Investment

-1.1

1.3

0.3

3.5

0.5

0.8

1.8

0.5

-7.4

2.8

Intellectual Property
Investment

2.0

0.0

0.0

-0.1

1.7

-0.6

0.3

0.7

0.3

1.5

Exports

0.8

1.1

-1.5

0.3

0.6

-0.1

-0.3

2.1

-1.1

1.1

Imports

-1.6

0.8

-0.1

0.4

0.9

0.4

1.4

3.2

-3.1

2.1

0.7
(2.7)
0.5
(2.6)
1.4
(4.0)
3.9
(11.9)
-0.1
(-4.5)
0.4
(2.9)
0.8
(2.9)
2.4
(4.6)

*Figures in ( ) refer to year-on-year growth rates.
(Source: Bank of Korea)

2017 Outlook for the Korean Economy
Korea’s slow economic growth will continue into 2017,

due to a fall in housing starts, which could be driven by

with the GDP growth rate being projected at 2.6%

housing oversupply and increasing household debt. A

following the estimated growth rate of 2.5% in 2016,

decrease in government budget for social infrastructure

according to the Hyundai Research Institute. Economic

in 2017 will also hamper construction investment in

recovery is still on track, but growth momentum seems

the public sector. The growth rate of construction

not to be as strong as desired.

investment for 2017 is forecast at 3.9%, down from the
7.3% growth estimated for 2016.

Consumer spending is expected to grow 2% next year –
a slight improvement from this year. There are positive

Equipment investment is expected to grow 2% in 2017,

factors boosting consumer spending, such as an increase

recovering from the setbacks observed throughout

in minimum wage and improving consumer confidence,

2016, thanks to the government ’s measures to

but a weakening labor market and the possibility of a

encourage investment, particularly in the potential high-

contraction in the housing market following excessive

growth sectors. There are some downside risk factors

supply could put a drag on consumption.

such as massive corporate restructuring, which may
put a damper on investor confidence in the business

Construction investment is likely to suffer a slowdown

4

community.

The nation’s export conditions appear to be improving,

2017, up 0.2%p from 2016. Although the government

with the export growth rate being forecast at 3.8%

increasingly focuses on job creation measures, it is

for 2017. The global economy is on course to steady

unclear how effective such measures will turn out.

recovery, and international oil prices are rising. The US
dollar and the Japanese yen are gaining strength, which

Consumer price inflation will rise from 0.9% in 2016

would work in favor of Korean exporters. Given the

to 1.4% in 2017 because of increasing international

increase in commodity prices, Korea’s imports will also

oil prices and the depreciation of the Korean won. A

rebound significantly, growing 7% in 2017. The current

modest price recovery is expected for most commodities

account surplus is anticipated to shrink to USD 89

in 2017 as demand strengthens and supplies tighten.

billion due to growing deficits in the current account for

The World Bank raised its 2017 forecast for crude oil

services.

prices to USD 55 per barrel from USD 53 as members of
the Organization of the Petroleum Exporting Countries

The labor market will likely remain sluggish because

(OPEC) are set to limit production after a long period of

the ongoing corporate restructuring moves may lead to

unrestrained output. The value of the Korean won may

massive layoffs. Amid continued economic weakness,

fall against the US dollar when the US Fed decides to

businesses are also unlikely to increase the number of

further raise its interest rates.

recruits. The unemployment rate is projected at 3.9% for

2017 Outlook for the Korean Economy
(Unit: %)

2015

2016

2017(E)

Annual

H1

H2(E)

Annual (E)

H1

H2

Annual

GDP

2.6

3.0

2.1

2.5

2.4

2.8

2.6

Consumer Spending

2.2

2.7

1.1

1.9

1.7

2.3

2.0

Construction Investment

3.9

10.3

4.8

7.3

3.0

4.6

3.9

Equipment Investment

5.3

-3.6

-1.5

-2.5

2.6

1.4

2.0

Current
Account Surplus
(USD billion)

105.9

49.9

49.6

99.5

43.0

46.0

89.0

Exports

-8.0

-10.0

-0.3

-5.2

5.8

2.0

3.8

Imports

-16.9

-13.3

-1.5

-7.5

9.0

5.3

7.0

Unemployment Rate

3.6

4.1

3.4

3.7

4.2

3.6

3.9

Consumer Price Inflation

0.7

0.9

0.8

0.9

1.3

1.4

1.4

(Source: Hyundai Research Institute)
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BOK’s Decision to Freeze the Benchmark Interest Rate
The Bank of Korea (BOK) decided on December 15 to

further as the US Federal Reserve raised its policy rates

hold the benchmark interest rate steady at 1.25%. The

by 0.25 percentage points to 0.5% - 0.75% on December

monetary policy board of the BOK appeared to have

14, 2016. It was the first rate hike in a year by the Fed,

been between a rock and a hard place. A rate cut would

which reflects the US economy is doing fairly well. In

aggravate the increasing household debt risk and spur

the third quarter of 2016, the US economy expanded

an outflow of foreign investment funds from Korea,

at a 3.2% annual rate compared with the same period a

while a rate hike would further weaken the economy,

year earlier – the fastest economic growth in two years.

delaying economic recovery.

The unemployment rate fell to 4.6% as of November,
and the inflation rate reached 1.6%. If the US Fed hikes

The rate has been kept unchanged at a record low of

its rates multiple times next year, the BOK is likely to be

1.25% for the past six months, and the interest rate gap

pressured to follow suit.

between Korea and the United States has been narrowed

Trend of BOK Benchmark Interest Rate
(Unit: %)
6.0
5.25

5.0

4.0
3.25

3.0

3.0
2.5

2.0

2.0

2.0

1.5

1.0

1.25

0
Feb. 12, 2009

(Source: Bank of Korea)
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Implications of US Presidential Election for the Korean Economy
The election of Donald Trump as US president is set to

presidency, calling it a “destroyer” of US jobs.

bring about uncertainties for the global economy, as his
campaign has persistently advocated protectionist trade

His proposal to raise trade tariffs on China will also likely

policy with pledges to tear up the trade deals the US has

hurt the Korean economy, which depends heavily on

signed. Korea is one of the many economies that may

the Chinese market. Korea not only exports goods to

suffer setbacks from US trade protectionism.

China for consumption, but also plays a crucial role in
supply chains for the many products that are assembled

First of all, the nation’s exports to the US are likely to

in China. According to the International Monetary Fund

fall due to the possible renegotiations of its free trade

(IMF), Korea’s GDP is estimated to decline 0.5% in the

agreement (FTA) with the US. President-elect Trump has

event of a one-percentage-point decrease in China’s

relentlessly criticized the FTA while campaigning for the

growth.

Estimated Decline in GDP Following a 1%p Decrease in China's Growth
(Unit: %)
Hong Kong

-0.8
-0.5

Malaysia

-0.5

Thailand

-0.5

Korea
-0.3

Singapore

-0.3

Philippines
-0.25

Indonesia

-0.25

Japan
Global

-0.23

-0.9

-0.8

-0.7

-0.6

-0.5

-0.4

-0.3

-0.2

-0.1

0

(Source: Wall Street Journal, IMF)

Another potentially negative factor would be a stronger

years, as Korean businesses can be given opportunities

Korean won. The new Trump administration may allow

to participate in the infrastructure-rebuilding projects.

the US dollar to lose value against major currencies to

To what extent the US would allow foreign businesses to

help its export businesses remain competitive, which

engage in such projects is not clear yet, but the massive

will consequently erode Korea’s exports.

infrastructure spending will give a boost to US economic
recovery, which bodes well for Korea’s export-dependent

Meanwhile, Korea stands to benefit from Trump’s plans to

economy.

spend USD 1 trillion on infrastructure over the next ten

7
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Korea to sign an FTA with Six Central American Countries
Korea reached an agreement with six Central American

of the six Central American countries, will likely benefit

countries on a free trade deal on November 17,

from the deal as those countries do not manufacture cars

2016, which is expected to boost Korean exports of

and depend solely on imports, with high tariffs being

automobiles, steel and cosmetics to the region. The deal

imposed on Korean cars. The price competitiveness of

will also lower the prices of coffee, sugar and tropical

the Korean automobiles will improve once the FTA takes

fruit being imported to Korea from the six countries in

effect. The agreement will also have positive impacts

the region – Nicaragua, El Salvador, Honduras, Costa

on the construction and energy sectors in Korea as they

Rica, Panama and Guatemala. The two sides agreed to

are expected to have more business opportunities to

remove tariffs on about 95% of goods made from each

access the government procurement market of the

country either immediately or within ten years after the

Central American region, particularly in the areas of

deal goes into effect. The deal came in one and a half

energy, infrastructure and construction projects. The

years after the two sides started official negotiations in

trade volume between Korea and the six countries was

June 2015, and it marks the first case of the six Central

worth over USD 4 billion last year, accounting for 0.4% of

American countries having an FTA with an Asian country.

Korea’s total trade, according to the Ministry of Industry,

A formal signing of the agreement will take place in the

Trade and Energy. The FTA is expected to boost the trade

first half of 2017 after further discussions on words and

volume, which has been on the decline over the past

phrases of the agreement.

several years due to headwinds from the shipbuilding
industry.

Korean carmakers, which make up 28% of the car market

Trade Volume between Korea and Six Central American Countries
(Unit: USD billion)
10
9

8.6

8
7

6.6
5.8

6

5.9

6.3
5.6
5.0

5

4.1

4
3
2
1
0

2008

2009

2010

(Source: Korea International Trade Association)
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Government to Spend KRW 11 Trillion by 2020 to Help the Shipbuilding Industry
The Korean government plans to spend KRW 11 trillion

Hyundai Heavy Industries announced its restructuring

or USD 9.6 billion by 2020 to support the nation’s

plan to spin off its non-shipbuilding businesses such as

shipbuilding industry, which is struggling to stay afloat

utilities, construction equipment manufacturing and

amid plummeting orders. The fund will be used to order

robotics. Daewoo Shipbuilding & Marine Engineering

more than 250 vessels over the next four years. Initially,

also plans to lay off 20% of its workers by 2020.

by 2018, the government will order at least 63 vessels
including warships and police patrol ships.

In the first nine months of 2016, the world’s ship orders
plunged 72% compared to the same period a year

The government is also pushing the industry to carry out

before, and the Korean shipbuilders saw new orders fall

restructuring and downsize its workforces. In the first

by as much as 87%, according to a press release by the

half of this year, shipbuilders in Korea eliminated about

Ministry of Industry, Trade and Energy. The slump in the

20,000 jobs to cope with increasing losses from excess

shipbuilding market is expected to continue into 2017

capacity and sluggish global trade. On November 15,

due to sluggish global trade and low oil prices.

Trends of Global Ship Orders
(Unit: 10,000 CGT)

Average 2011 - 2015

Jan-Sep 2015

Jan-Sep 2016

Change(%)

4,074

3,067

866

-72

Korea

1,314

910

122

-87

China

1,488

728

321

-56

Japan

766

979

102

-90

Global Orders
Orders Received
by Country

(Source: Ministry of Industry, Trade and Energy, Clarkson)
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Insurance Market
Business Results of the Korean Insurance Industry for Nine Months of 2016
The Korean insurance industry saw its net income rise

insurance improved in the wake of premium hikes. Life

7.3% to KRW 6.4 trillion for the first three quarters of

insurers, by contrast, recorded an 8.1% decline in net

2016 compared with the same period of the previous

income to around KRW 3.4 trillion over the same period.

year. Net income of non-life insurers jumped 31.9%

Their underwriting losses aggravated as an increase

to KRW 3 trillion as their investment income rose

in paid claims outweighed premium income growth.

4.3%, driven by increased gains on disposition of real

Meanwhile, they posted an investment income of

property. Another factor boosting the net income

KRW 16.4 trillion, up 1.3% from a year earlier, due to an

results was a reduction of underwriting losses by

increase of KRW 333.9 billion in gains on disposition of

KRW 958 billion, with the loss ratio decreasing from

real property.

84.7% to 82.6%. In particular, the loss ratio of motor

Net Income
(Unit: KRW billion)

Jan – Sep 2015

Jan – Sep 2016

Change (%)

Life Insurers

3,686.4

3,389.6

-8.1

Non-Life Insurers

2,297.9

3,031.5

31.9

Total

5,984.3

6,421.1

7.3

(Source: Financial Supervisory Service)
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The total premium income for the January to September

premium rates. General P&C and long-term insurance

period of 2016 was KRW 140.9 trillion, up 3.5%. Life

lines also maintained growth trends at the rates of 7.8%

insurance premiums increased 2.8% to KRW 84.7 trillion

and 1.8% respectively. Long-term insurance accounted

on the back of robust sales of protection policies. Non-

for the largest share at around 68% of the entire non-

life insurers recorded a higher growth rate of 4.7% with

life insurance premiums, followed by motor insurance at

premium income reaching KRW 56.2 trillion. Motor

21% and general P&C insurance at 11%.

insurance premiums grew 12.8%, reflecting increases in

Premium Income
(Unit: KRW trillion)

Jan – Sep 2015

Jan – Sep 2016

Change (%)

Life Insurers

82.4

84.7

2.8

Non-Life Insurers

53.7

56.2

4.7

Total

136.0

140.9

3.5

*Figures may not add up due to rounding.
(Source: Financial Supervisory Service)

The return on assets (ROA) of the Korean insurance

30 of 2016, the total assets of the insurance industry

industry fell 0.02%p to 0.87% due to decreasing

amounted to KRW 1,022.7 trillion, up 10.4%, while

profitability of life insurers. The return on equity (ROE)

shareholders’ equity increased 18.2% to KRW 110.3

also declined 0.5%p to 8.41%, with the ROE of the

trillion, reflecting a rise in mark-to-market gains on

life insurance sector down 1.46%p to 6.53%. Non-life

available for sale securities amid falling interest rates and

insurers saw their ROA and ROE rise 0.25%p and 1.49%p

solid net income results for the first nine months of 2016.

respectively to 1.71% and 12.4%. As of September

ROA and ROE
(Unit: %)

ROA

ROE

Jan – Sep 2015

Jan – Sep 2016

Change (%p)

Life Insurers

0.72

0.60

-0.12

Non-Life Insurers

1.46

1.71

0.25

Total

0.89

0.87

-0.02

Life Insurers

7.99

6.53

-1.46

Non-Life Insurers

10.91

12.40

1.49

Total

8.90

8.41

-0.50

(Source: Financial Supervisory Service)
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Total Assets and Shareholders’ Equity
(Unit: KRW trillion)

Total Assets

Shareholders’ Equity

Jan – Sep 2015

Jan – Sep 2016

Change (%)

Life Insurers

707.1

775.6

9.7

Non-Life Insurers

219.7

247.2

12.5

Total

926.8

1,022.7

10.4

Life Insurers

63.9

74.5

16.5

Non-Life Insurers

29.4

35.8

21.9

Total

93.3

110.3

18.2

*Figures may not add up due to rounding.
(Source: Financial Supervisory Service)

2017 Outlook for the Korean Insurance Market
2017 will be another difficult year for the Korean

Korean Insurance Market Growth Forecast

insurance market. The slowdown in premium income
growth is likely to continue, with the total premiums

(Unit: KRW trillion)

being expected to grow 2.2% to KRW 208.2 trillion. Life

250

Non-Life

insurance premiums are projected to increase 1.7% to
KRW 122.5 trillion in 2017, following the 2.7% growth in

annuity and protection policy premiums. Despite rising

Total
203.7

208.2

80.2

83.3

85.7

110.6

117.2

120.4

122.5

2014

2015

2016(F)

2017(F)

200

187.2

150

76.6

2016. This slowing trend will be driven by a decline in
savings life premiums and a weaker growth in retirement

Life

197.5

100

demand for retirement income, savings insurance
has continued to fall out of favor in the market amid

50

persistently low interest rates. The retirement annuity
market keeps growing, but economic weakness and

0

corporate restructuring will likely put a damper on new

(Source: Korea Insurance Research Institute)

business growth.

Trend of Life Insurance Market Growth
(Units: KRW trillion, %)

2014

2016(F)

2017(F)

Growth

Premium

Growth

Premium

Growth

Premium

Growth

110.6

1.9

117.2

6.0

120.4

2.7

122.5

1.7

-Protection

34.6

5.1

37.8

9.2

40.7

7.7

42.6

4.7

-Savings

63.3

-5.0

65.0

2.6

63.7

-2.0

62.9

-1.2

-Retirement Annuity

11.8

45.4

13.7

15.9

15.3

11.6

16.2

5.8

-Other

0.8

-2.5

0.8

-5.1

0.8

-0.4

0.8

0.5

Total

(Source: Korea Insurance Research Institute)
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2015

Premium

Non-life premiums are expected to grow 2.9% in 2017 to

factors like increasing numbers of car registrations

KRW 85.7 trillion. By line of business, the growth rates are

and high-valued vehicles. Commercial insurance

projected at 4.8% for motor insurance, 4.2% for general

lines will continue to suffer setbacks due to a slowing

P&C insurance, 2.9% for long-term insurance and -1.1%

economy and corporate restructuring particularly in the

for annuities. Although the rise of the online distribution

shipbuilding and shipping industries. The good news is,

channel for motor insurance is putting downward

however, that the liability market is experiencing solid

pressure on premium rates, there are some upside

growth as demand for liability insurance is rising.

Trend of Non-Life Insurance Market Growth
(Units: KRW trillion, %)

2014

2015

2016(F)

2017(F)

Premium

Growth

Premium

Growth

Premium

Growth

Premium

Growth

Total

76.6

8.3

80.2

4.8

83.3

3.8

85.7

2.9

-Long-term

44.4

6.1

46.6

4.9

47.8

2.6

49.2

2.9

-Annuity

10.5

34.2

10.4

-0.9

10.3

-1.0

10.2

-1.1

-Motor

13.6

5.2

15.0

10.7

16.6

11.0

17.4

4.8

-General P&C

8.1

-0.3

8.3

1.8

8.5

3.0

8.9

4.2

(Source: Korea Insurance Research Institute)

Effects of IFRS17 on Korean Insurance Companies
On November 16, 2016, the International Accounting

liabilities will be particularly significant for life insurance

Standards Board (IASB) decided to implement IFRS17

companies, as they are facing a huge burden from the

“Insurance Contracts”, previously known as IFRS 4 Phase

long-term insurance products with high fixed interest

II, starting from January 1, 2021. Under the new standard,

rates that they sold in the past. Non-life insurers will also

insurance contract liabilities will be calculated as the present

be affected through their large portfolios of long-term

value of future insurance cash flows, which requires insurers

policies. In response, a number of local insurers in Korea are

to assess their insurance liabilities based on market value

working to raise their capital by selling real estate or issuing

instead of book value.

subordinated bonds.

The biggest challenge insurers will face regarding the

The good news is that the IASB decided to allow the

adoption of IFRS17 is to increase their capital strength. The

contractual service margin (CSM), considered as future

Korea Insurance Research Institute once estimated that the

profit, to be recognized as capital instead of liability.

combined liabilities of local insurers would rise by more than

The CSM, the present value of the profit expected to be

KRW 40 trillion when the new reporting rule takes effect.

generated in the future from an insurance contract, will be

The increase in liabilities will shrink the amount of available

calculated based on a fair value approach and booked as

capital of insurers, eroding their risk-based capital ratios.

part of capital after being offset by future losses. Insurance
companies welcomed the decision as it could ease some of

The effect of moving to a market-based valuation of

their burden to increase capital.
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Robust Growth of the Child Insurance Market
The size of the child insurance market in Korea has more
than doubled over the past decade. The initial premiums of

Child Insurance Market Share

child insurance products sold by the country’s four biggest
non-life insurers increased to KRW 3.4 billion on average
per month in 2016 from KRW 1.5 billion in 2005. This
growth trend reflects the rising interest among parents in

Dongbu Insurance

the coverage of common childhood diseases and medical

17.1%

Hyundai Marine and
Fire Insurance

conditions. Child insurance plans generally cover illnesses,
injuries and personal accidents of a child, and there are
some policies that offer a wider range of coverage including
mental illness and dental care as well as oriental herbal

Samsung Fire and
Marine Insurance

38.9%

17.2%

treatment. Child insurance is available to children under

KB Insurance

the age of 15. Hyundai Marine and Fire Insurance has the

26.8%

biggest market share of 38.9% in terms of initial premiums
of child insurance between January and September of 2016,
followed by KB Insurance at 26.8% and Samsung Fire and
Marine Insurance at 17.2% and Dongbu Insurance at 17.1%.

(Source: The Korea Economic Daily)

Active M&A Deals Expected in the Insurance Industry
Mirae Asset Life Insurance has reached an agreement to

products, the acquisition may bring significant synergy

acquire 100% shares of PCA Life Korea for KRW 170 billion.

effects to Mirae Asset Life, which has strength in the variable

PCA Life Korea is a subsidiary of Prudential plc – the UK-

life insurance sector.

based financial services group, which said in its press release
on November 10 that the announced deal is consistent

More M&As are expected in the insurance industry in Korea

with Prudential’s strategy of allocating its capital to markets

amid the growing need of capital expansion in the run-up

where it is well positioned to generate attractive long-term

to the adoption of IFRS17 in 2021. Among the companies

returns for its shareholders.

being up for sale are KDB Life Insurance and ING Life.
Earlier in April 2016, China’s Anbang Insurance, which had
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When the deal is completed, Mirae Asset Life Insurance

taken over Tong Yang Life last year, signed a stock transfer

will become the fifth largest life insurer in Korea in terms of

agreement with Germany’s Allianz Group to acquire

asset size, as it will expand its assets to KRW 33 trillion from

its subsidiary, Allianz Life Insurance Korea. The Chinese

the acquisition of PCA Life Korea, whose assets are worth

insurance group is now waiting for the greenlight to the

KRW 5.3 trillion. Given PCA’s large portfolio of variable life

transaction from Korea’s financial regulatory authorities.

Overview of Korea’s Insurance Take-up Rates in 2016
In 2016, the insurance take-up rate per household1) in

88.9% (3.5 policies per household). In general, the insurance

Korea is 96%, meaning that most households have at least

take-up rates fell in 2016 compared to the previous year in

one insurance policy, according to an annual survey by

all categories – by region, age and income. The decreases

the Korea Insurance Research Institute. Around 82% of

in take-up rates were particularly noticeable among low-

households have life insurance policies (3.4 policies per

income households and those in their 60s or older.

household), while the non-life insurance take-up rate was

Trends of Insurance Take-up Rates per Household
Overall Take-up Rate (%)
Life Insurance
Non-Life Insurance

2010

2011

2012

2013

2014

2015

2016

96.4

98.0

96.1

96.1

97.5

99.7

96.3

Take-up Rate (%)

88.0

87.3

86.3

83.0

85.8

87.2

81.8

No. of Policies

4.1

3.8

3.8

3.6

4.0

3.5

3.4

Take-up Rate (%)

85.9

91.4

87.2

86.8

87.7

91.8

88.9

No. of Policies

2.5

3.0

2.9

3.1

3.3

3.4

3.5

(Source: Korea Insurance Research Institute)

In terms of individuals, more than nine out of ten persons

76.9%, higher than that of men (69.9%), whereas the non-

hold insurance policies, with the overall insurance take-up

life insurance take-up rate of men is 95%, well above that

rate of individuals hovering around 94%. The life insurance

of women (66.5%). Young adults in their 20s and the elderly

take-up rate is 73.4%, while the rate for non-life insurance

– those in their 60s or older - show relatively lower take-up

is 76.2%. As for life insurance, the take-up rate of women is

rates in both life and non-life insurance.

Trends of Insurance Take-up Rate of Individuals
(Unit: %)

2012

2013

2014

2015

2016

Life Insurance

79.3

77.3

79.3

78.9

73.4

Non-Life Insurance

67.9

74.6

74.3

79.7

76.2

Total

92.9

94.0

93.8

96.7

93.8

(Source: Korea Insurance Research Institute)

By line of business in the life insurance sector, disease

21.9% and annuities at 16.3%. In the non-life insurance

policies have the highest take-up rate of 69.4%, followed

sector, long-term insurance takes the leading spot at

by medical expense insurance at 28.5%, death policies at

67.4%.

1) The insurance take-up rate per household refers to the percentage of households where at least one member of the household has purchased an insurance policy.
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Infrastructure Financing as Attractive Investment Option for insurers
Domestic insurers are becoming increasingly active in

Lotte Insurance is expected to allocate KRW 300 billion to

infrastructure investments. They traditionally allocate

infrastructure investments by the end of 2016.

large portions of their investment assets to bonds, but a
persistently low-yield investment environment has been

Infrastructure investments are an attractive option for an

forcing them to seek out for alternative investment options

insurance company. First of all, most of them have a long-

such as infrastructure financing. They are also concerned

term investment horizon and consequently long-term

about the possibility of faster-than-expected interest rate

risk exposure, which provides a good match for long-term

hikes, which poses a threat to bond yields. Additional

liabilities of the insurer. Secondly, they can help the insurer

pressure from regulatory changes including the adoption

improve their solvency, as the treatment of domestic

of IFRS17 leads insurers to turn their eyes to infrastructure

infrastructure investments under Korea’s risk-based capital

investments for better risk management.

regime is favorable relative to other investments, with
their risk charge being reduced by 50%. Other merits of

This year, insurers have turned out to be major investors of

infrastructure investments include potentially lucrative

large infrastructure projects like highway construction works

risk-adjusted return on equity and increased portfolio

and solar power funds. Hanwha General Insurance invested

diversification.

around KRW 500 billion in infrastructure investments, while
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Korean Re News
Korean Re’s Business Results for January to November of 2016
Korean Re reported a 4.6% increase in gross written

business rose 4.8% to KRW 1,327 billion. The combined

premiums for January to November of 2016 compared

ratio increased 1.8%p year over year to 97.7%, with

to the same period a year before, with net written

overseas accounts repor ting a 3.9%p increase.

premiums growing 6.7%. Gross written premiums

Underwriting income for the 11 months was KRW

totaled KRW 5,949.1 billion, and more than 45% of which

93.2 billion, down 30.4% from the same period of the

came from personal lines of business. The company saw

previous year, while investment income grew 15.9% to

its personal-line premiums grow 5.2% year over year

KRW 137.5 billion. The company posted a relatively solid

to KRW 2,695 billion. Its commercial lines of business

net income of KRW 172.6 billion for the first 11 months of

turned around to positive growth from the beginning

the year, although it was lower than the previous year’s

of the third quarter due in part to the introduction of

record high level of KRW 201.6 billion. As of November

the compulsory environmental impairment liability

30, the total assets of the company reached KRW 9,273.3

insurance in July. Premium income from overseas

billion, up 3.2% year over year.

Gross Written Premiums for January to November of 2016
(KRW billion)
6,000

Jan-Nov 2015

Jan-Nov 2016

5,686

5,949

5,000
4,000
3,000
2,000

2,562
1,858

2,695

1,927
1,266

1,327

1,000
-

Commercial

Personal

Overseas

*The above figures are based on the Separate Financial Statements of the company.

Total
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Property Insurance Underwriting Seminar on Earthquake Risk
Korean Re held on October 28 an underwriting seminar

of earthquake insurance and the role of business

on earthquake risk in property insurance. This event

interruption insurance in covering seismic risk. Korean

was organized to raise awareness of the need for

Re expects discussions in the seminar to contribute to

earthquake risk management amid growing public

the development of the earthquake insurance market

concern on earthquake risk in Korea in the wake of

in Korea, helping to protect local communities and

an unprecedentedly strong earthquake in Geongju, a

business from earthquake risk.

historic city in the south eastern region of the Korean
Peninsula in September 2016. Around 130 participants,
mostly policyholders and those from the insurance
industry, attended the seminar where presentations
were given by experts from Korean Re, the Korea
Seismological Institute and the Korea Insurance Research
Institute. The presentations addressed earthquake
mechanism, earthquake occurrences on the Korean
Peninsula and accumulated risk related to earthquakes.
An official from Korean Re delivered a presentation on
the overview of earthquake insurance coverage in Korea,
stressing the importance of clear terms and conditions

Korean Re’s Participation in Local Housing Improvement Project
Korean Re employees par ticipated in a housing

be repaired are more than 30 years old, and the residents

improvement project for a small town in Cheongju. The

are mostly low-income senior citizens.

project, launched by the Presidential Committee on
Regional Development, aims to help those with poor
housing conditions. Korean Re regularly supports the
project in cooperation with the Habitat for Humanity
Korea. This year, four groups of Korean Re employees
volunteered to work for the project for two days each
between October 6 and 19. They supported the repair
works of seven houses, which involve the construction
of external wall insulation and drainage systems, and
Korean Re plans to help repair a total of 42 houses in the
community in the coming years. Most of the houses to
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Disclaimer
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