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Korean Economy
Economic Outlook for the Second Half of 2017
Economic growth in Korea is expected to improve in the

Equipment investment is projected to grow robustly, with

latter half of the year as the recovery of the global economy

investment in the information and technology sector leading

is boosting the nation’s exports and equipment investment.

the overall growth of equipment investment. Construction

The Korean economy is also being shored up by consumer

investment, in contrast, is likely to slow down due to a

spending growth. Improving consumer confidence and

decrease in new construction starts. Intellectual property

wage income are the two major factors that drive a moderate

investment is expected to expand as corporate profitability

recovery of private consumption.

improves and the global IT sector continues to grow.

Economic Growth Projection
(YoY, %)

2016

2017 (E)

2018 (E)

Annual

1st Half

2nd Half

Annual

1st Half

2nd Half

Annual

GDP

2.8

2.8

2.9

2.8

2.8

3.0

2.9

- Consumer Spending

2.5

2.0

2.4

2.2

2.7

2.6

2.6

- Equipment Investment

-2.3

14.1

5.0

9.5

0.5

5.7

3.0

- Construction Investment

10.7

9.9

3.7

6.5

-2.2

2.3

0.2

- Intellectual Property Investment

2.3

2.5

2.9

2.7

3.2

3.7

3.5

- Exports

2.2

4.3

2.7

3.5

3.4

3.8

3.6

- Imports

3.6

8.8

3.2

5.9

1.9

4.9

3.4

(Source: Bank of Korea)
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A slowdown in export growth is expected to continue for

In 2018, the Korean economy is projected to grow by

the second half of the year, but the annualized growth

2.9 percent, up slightly from 2.8 percent in 2017, on the

rate of exports for the year will likely be higher than the

back of continued recovery of the global economy and

previous year due to a solid improvement in world trade.

domestic consumer spending growth.

Korea’s Current Account Surplus in 2016 by Region
Korea saw its current account surplus reduce to around

Korea posted a current account deficit of USD 20.5 billion

USD 98.7 billion in 2016 from USD 105.9 billion in 2015.

with Japan in 2016, up from USD 19.1 billion a year

The nation’s current account surplus with the United

earlier, which resulted mostly from increased imports

States dropped to USD 31.2 billion from USD 33 billion

of machinery and precision equipment. Meanwhile,

over the same period, reflecting a fall in the exports of

its current account deficit with the EU slightly reduced

automobiles and steel products to the US. Its current

to USD 7 billion from USD 7.5 billion as imports of

account surplus with China also shrank from USD 46.7

machinery, precision equipment and automobiles

billion to USD 40.7 billion due to decreasing exports

decreased.

of the information and communications devices and
semiconductors.

Korea’s Current Account Surplus in 2016 by Region
(Unit: USD billion)
80.0
2015

2016
61.3 59.8

60.0
46.7

40.0

40.7

33.0 31.2

20.0

13.3

9.0

0.0
-7.5 -7.0

-20.0

-19.1-20.5
-26.6
-34.7

-40.0
US

China

Japan

EU

Southeast
Asia

Middle East

Central and
South Americas

(Source: Bank of Korea)
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With the Southeast Asian economies, Korea’s current

crude oil imports from Iran amid falling oil prices. Korea’s

account surplus diminished to USD 59.8 billion from

exports to the Central and South American markets

USD 61.3 billion due to its service account deficit with

declined, particularly in the machinery and precision

the region. There was a notable decrease in its current

equipment sectors, leading to a decrease in the nation’s

account deficit with the Middle East from USD 34.7 billion

current account surplus with the region from USD 13.3

to USD 26.6 billion, which was driven by a reduction in

billion to around USD 9 billion.

Trends of Exports by Eight Major New Industries
Korea’s exports by eight major new industries reached USD

By export item, the next-generation semiconductor and

31.5 billion in the first half of this year, accounting for 11.3

display industries played a leading role in boosting the

percent of the total exports. The eight new industries refer

overall performance of exports by the eight industries. The

to those for which export data is available out of the 12 new

new energy, bio-health, and space and aviation industries

industries designated last December by the Private-Public

also contributed significantly to export growth of the new

Council on New Industries. They include the electric vehicle,

industries.

robot, bio-health, space and aviation, new energy, new
materials, and next-generation display and semiconductor

Their exports to most parts of the world except Japan

industries. Exports by the eight new industries increased

recorded double-digit growth rates, and exports to China

by 20 percent in the first half of the year compared with the

took up the biggest share of the total exports, followed by

same period of last year. This figure hovers well above an

ASEAN, the EU, the US, the Central and South Americas, the

overall export growth rate of 15.8 percent, and its share out

Middle East and India.

of the total exports is increasing gradually.

Trends of Exports by Eight Major New Industries
35

Exports (USD billion, left)

Growth Rate (%, right)

Share (%, right)
30.2

30
25
20

24.9
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11.3
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20.0
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5.0
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0.0

5
0

11.9

10.7

15
10
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9.1

8.6

8.2
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-4.5
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H2 2014
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H2 2015

H1 2016

H2 2016

H1 2017

-5.0

(Source: Ministry of Trade, Industry and Energy)

Eight New Industries’ Export Growth Rates by Item
Next-Generation Semicondutor (19,062)

18.4%

Next-Generation Display (3,916)

25.6%

New Material (1,300)

12.3%

New Energy (2,954)

25.7%

Space and Aviation (1,670)

45.7%

Bio-Health (1,894)

6.1%

Robot (333)

-0.7%
90.9%

Electric Vehicle (344)

*Figures in ( ) refer to the value of exports in USD million.
(Source: Ministry of Trade, Industry and Energy)
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Foreign Direct Investment to Korea in the First Half of 2017
New foreign direct investment (FDI) commitments to

economy with regard to interest rate hikes by the US

Korea declined by 9.1 percent to USD 9.6 billion in the

Federal Reserve, the emergence of neo-protectionism,

first six months of 2017 compared to the same period

negotiations on Brexit and China’s control of foreign

of the previous year, according to the Ministry of Trade,

currencies. Despite the declines, things look relatively

Industry and Energy. FDI arrivals also contracted by 4.4

better in Korea than in other Asian economies where

percent to around USD 5 billion.

FDI inflows dropped considerably. From a long-term
perspective, FDI into Korea still seems to be firmly on an

These decreases reflect rising uncertainties in the global

upward trend.

Trends of FDI to Korea
(Unit: USD million)
12,000
10,550

10,330

10,000
8,000

8,000

7,110
7,570

6,000

5,360

-

6,300

4,880

4,330

4,000

2,000

9,600

8,870

5,190

4,960

H1 2016

H1 2017

4,640
2,950
2,270

H1 2010

FDI Commitments

H1 2011

H1 2012

H1 2013

FDI Arrivals

H1 2014

H1 2015

(Source: Ministry of Trade, Industry and Energy)

A regional breakdown of new FDI commitments to Korea

remained mostly flat at around USD 2.9 billion. Investments

in the first half of this year showed that investments from

coming to manufacturing businesses sharply declined, while

the US soared by 35 percent to over 2.4 billion. Both the

those committed to the service sector rose by 37.6 percent

manufacturing and service sectors saw a strong increase in

to USD 2.6 billion due to an increase in FDI commitments

new investment commitments from the US.

made to the financial and insurance industries by entities
from Singapore and Hong Kong.

By contrast, investments committed by entities from the
EU plunged by 47.3 percent to USD 2.2 billion due to

Investments pledged by Japanese entities went up 18.3

weakening investor confidence amid uncertainties over

percent to approximately USD 820 million, driven by the

Brexit negotiations and discussion on the tapering of the

technology sectors related to the 4th industrial revolution

quantitative easing program in the euro zone.

such as financial technologies. Investment commitments
from Japan started recovering in the first quarter of this year,

New FDI commitments by Chinese and other Asian entities
6

and the upward trend continued into the second quarter.

Government to Support Small Employers in the Face of Minimum Wage Hikes
The minimum wage in Korea is set to increase next

government plans to implement a set of measures in

year by 16.4 percent to KRW 7,530 (USD 6.60) per hour,

support of small business owners, such as cash and tax

which marks the highest year on year jump since 2001.

benefits.

The decision made on July 15, 2017 by the Minimum
Wage Commission brought an end to over a month of

These measures are aimed at minimizing financial burden

negotiation among government, labor and business

on small enterprises, preventing employment cuts and

representatives. The minimum wage hike will be a boost

providing momentum for income-led economic growth.

for household income growth, but it could impose a

Direct support for wage costs will be worth KRW 3 trillion,

heavy burden on small employers. To provide them

and an additional KRW 1 trillion will be injected to help

with some relief from an increase in wage costs, the

improve general business operating conditions.

Trends of Minimum Wage in Korea
Minimum Wage per Hour (KRW)

5.1%

6.1%

6.0%

7.2%

7.1%

2.8%

4,110

4,320

2010

2011

4,860

4,580

2012

2013

5,210

2014

16.4%

Growth Rate

5,580

2015

8.1%

6,030

2016

7.3%

7,530

6,470

2017

2018

(Source: Ministry of Strategy and Finance)

Measures to Support Small Business Owners
Direct Financial
Support for Wage Costs
Relief from General
Business Costs

Providing direct financial support to small business owners to help them deal with an increase
in wage costs
Lowering credit card payment fees
Relieving tax burden including value-added tax
Providing debt relief and support regarding new business start
Ensuring the stability of the leasing environment

Fair Business Practices

Protecting the rights of franchisee and agents
Designating industry sectors to be subject to small business protection
Regulating the locations and business conduct of large retailers

Improvement in
Business Operating
Conditions

Addressing difficulties of small business owners
Preventing excessive competition and easing challenges involving business closure and restart
Helping small businesses strengthen their competitiveness

(Source: Ministry of Strategy and Finance)
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Green Bonds Issued by the Korea Development Bank
The Korea Development Bank (KDB) issued USD 300 million’s

A breakdown of the investors by region shows that Asia

worth of green bonds on June 27, 2017 with a maturity of

accounts for 46% of the total while European and American

five years. This was KDB’s inaugural green bond offering

entities take up 18% and 36% respectively. By type of

where investors from around the world were invited. The

investor entity, asset managers and pension funds account

final order size was over USD 650 million from 50 investors

for the biggest share of 40%, followed by banks and others

– more than two times over-subscription. The bonds,

at 37% and central banks/sub-sovereign, supranational and

denominated in USD, pay a quarterly floating rate coupon of

agencies at 23%.

three-month USD LIBOR plus 72.5bp per annum.

Overview of KDB’s Green Bond Issuance
Date of Issuance

June 27, 2017

Issue Size

USD 300 million

Maturity

Five years (mature in July 2022)

Interest Rate

Three-month USD LIBOR plus 72.5bp per annum

*Lead managers: BoA Merrill Lynch, Credit Agricole CIB, HSBC
(Source: Ministry of Strategy and Finance)

Investor Distribution by Region and Entity (50 investors in total)
By Region

By Entity

Asia

46%

Asset Manager/Pension Fund

40%

Europe

18%

Bank/Others

37%

Americas

36%

SSA*/Central Bank

23%

*Sub-sovereign, Supranational & Agencies
(Source: Ministry of Strategy and Finance)

Green bonds are designed to finance environmentally

projects, inducing the private sector to actively

friendly projects, including those related to climate

participate in the efforts to tackle climate change.

change and renewable energy development, but general

The recent KDB’s green bond issuance is expected to

issuance conditions are similar with other bonds.

boost interest in climate issues and related fundraising
initiatives in Korea.

They provide an innovative means of financing green
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Insurance Market
Business Results of Insurers in Korea for the First Half of 2017
Premium Income
For the first six months of 2017, insurers in Korea reported

decreasing sales of savings life insurance. Life insurance

KRW 94.6 trillion in premium income, marginally down

premiums totaled KRW 56 trillion, down 2.3 percent

from the same period of the previous year, according to

year over year, with savings insurance premiums down

the preliminary data released in August by the Financial

8.9 percent. Premiums from protection policies and

Supervisory Service. This weak performance was largely

retirement annuities increased by 3.4 percent and 0.6

due to a fall in life insurance premium volume, driven by

percent respectively.

Premium Income
(Unit: KRW trillion)
st

st

1 Half 2016

1 Half 2017

Change (%)

57.3

56.0

-2.3

- Protection Insurance

19.6

20.3

3.4

- Savings Insurance

23.4

21.3

-8.9

- Retirement Annuity etc.

14.4

14.5

0.6

37.4

38.6

3.2

- General P&C Insurance

4.5

4.7

4.2

- Motor Insurance

7.7

8.1

5.4

- Long-Term Insurance

25.2

25.8

2.4

94.7

94.6

-0.1

Life Insurers

Non-Life Insurers

Total
*Figures may not add up due to rounding.
(Source: Financial Supervisory Service)
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The non-life insurance industry saw its premium income

premium income was up 4.2 percent to KRW 4.7 trillion.

rise by 3.2 percent to KRW 38.6 trillion on the back of a

Long-term insurance premiums, which take up over 66

5.4 percent increase in motor insurance premiums. The

percent of the total non-life insurance market, rose by 2.4

general property and casualty sector also supported the

percent to KRW 25.8 trillion.

overall growth of the non-life insurance market as its
Net Income
The Korean insurance industry recorded a 28.3 percent

improving loss ratios in motor insurance. It still suffered

jump in net income for the first half of this year due

underwriting losses, albeit to a smaller extent, in the

to the combination of higher investment income and

midst of intense competition.

Net Income
(Unit: KRW billion)

1st Half 2016

1st Half 2017

Change (%)

Life Insurers

2,269.9

2,975.7

31.1

Non-Life Insurers

2,027.5

2,538.7

25.2

Total

4,297.4

5,514.4

28.3

(Source: Financial Supervisory Service)

The net income of life insurance companies was up 31.1

Non-life insurers saw their net income grow by 25.2

percent year over year to approximately KRW 3 trillion.

percent to over KRW 2.5 trillion thanks to a drop in motor

The main driver behind this strong increase was a growth

insurance loss ratios following the improvements made

in investment income, particularly dividend income and

to motor insurance rating plans. Another factor boosting

gains on the disposition of available for sale securities. A

their net income results was an increase in gains on the

decrease in underwriting losses also drove the rise in life

disposition of real property.

insurers’ net income.
Profitability and Financial Status

10

The return on assets (ROA) ratio of the Korean insurance

was reported in non-life insurance than in life insurance,

industry improved by 0.16 percentage point to 1.04

largely due to improving loss ratios of motor insurance.

percent in the first half of 2017, while the return on

Low profitability continued to present challenges to life

equity (ROE) ratio was up 2.12 percentage point to

insurers as they were struggling with underwriting losses

10.75 percent. A greater improvement in profitability

as well as a decline in premium income.

ROA and ROE
(Unit: %)

ROA

ROE

1st Half 2016

1st Half 2017

Change (%p)

Life Insurers

0.61

0.75

0.14

Non-Life Insurers

1.74

1.97

0.23

Total

0.88

1.04

0.16

Life Insurers

6.69

8.63

1.94

Non-Life Insurers

12.78

15.08

2.30

Total

8.63

10.75

2.12

(Source: Financial Supervisory Service)

Total Assets and Shareholders’ Equity
(Unit: KRW trillion)

Total Assets

Shareholders’ Equity

June 2016

June 2017

Change (%)

Life Insurers

761.0

813.2

6.9

Non-Life Insurers

241.2

264.3

9.6

Total

1,002.2

1,077.5

7.5

Life Insurers

71.8

72.1

0.5

Non-Life Insurers

34.0

34.9

2.6

Total

105.8

107.0

1.1

(Source: Financial Supervisory Service)

The total assets of the Korean insurance industry were

trillion in comparison to the prior year’s KRW 105.8

worth over KRW 1,077 trillion as of the end of the first

trillion. The increase was attributable to its solid net

six months of 2017, up 7.5 percent year over year. Its

income results for the first half of the year, boosted

shareholders’ equity expanded 1.1 percent to KRW 107

primarily by investment income gains.

Insurers to Increase their Policy Reserves in Stages from 2017
Insurance companies in Korea are required to increase their

committee, aims to make sure that the valuation of insurance

policy reserves in stages in the run-up to the implementation

liabilities using the Liability Adequacy Test (LAT) comes closer

of IFRS17 scheduled for 2021, according to a plan released

to the fair-value approach under IFRS17. The total amount to

by the IFRS17 preparatory committee. The first stage of

be reserved additionally will be spread over several years by

additional reserving will start for the annual closing of

gradually reducing the discount rate for LAT so that insurers

accounts in December 2017.

could avoid the burden to increase their reserves sharply
at one time. The LAT discount rate will be reduced in stages

This plan for additional reserving, finalized on June 28 by the

over three years by 2019.
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At the same time, some portion of additional reserves

them to accumulate retained earnings and to increase

will be recognized as available capital when the RBC ratio

capital in a preemptive manner. The financial supervisory

is calculated. For this year, 90 percent of the additional

authorities plan to revise the Detailed Regulations on

reserves will be recognized as available capital, and the

Supervision of Insurance Business by November to

figure will be lowered to 80 percent in 2018, 70 percent

improve the current LAT, and the revised regulations are

in 2019 and 60 percent in 2020. This will help prevent

to take effect in December 2017.

insurers’ RBC ratios from falling drastically and encourage

Auto Insurance Rates to Be Adjusted Differentially for Parties to Car Accident
Drivers who are more at fault in a car accident will face a

20 percent responsible for a car accident, your car insurance

higher insurance premium surcharge after the accident than

premium would rise by 34 percent under the current system.

those who are less responsible. This marks a change from the

Under the new system, however, your insurance rate will

current pricing system that penalizes all parties equally. The

increase by only 10 percent, subject to the same conditions.

change, which is to take effect in September 2017, reflects

Meanwhile, drivers who have been involved in no accident

voices of complaint that it is not fair to impose the same

during the recent 12-month period will be charged 3-11

surcharge on drivers involved in an accident regardless of

percent lower rates over the next three years.

how much responsible they are for the accident.
This change in after-accident premium increases will result in

12

Starting September 1, a driver who is determined to be liable

an overall decrease in insurance premiums for car accident

for less than 50 percent of the damage caused in a given

victims. According to the Financial Supervisory Service, auto

accident will experience a lower rate increase than the other

insurance premiums for about 150,000 policyholders are

more responsible driver. For example, if you are found to be

estimated to decline by an average 12.2 percent.

Competition for Electric Car Insurance to Kick into High Gear
Competition for electric vehicle (EV) insurance is kicking

The insurer reportedly plans to launch a personal EV

into high gear in the Korean insurance market. Samsung

insurance policy as well after monitoring the market for

Fire and Marine Insurance, the leading insurer in the

some while.

nation’s non-life insurance market, launched EV insurance
in June 2017 after a period of seemingly watchful waiting

This is a notable turnaround from a year ago when most

in the market. In addition to several big players who

insurers seemed to have reservations about launching EV

have already been in the EV insurance market, a group

insurance products because of a small market size. Since

of smaller insurance companies also appear ready to join

Hyundai Marine and Fire Insurance introduced the first EV

the competition.

insurance policy in Korea last October, only two insurers KB Insurance and Dongbu Insurance - followed suit. Now

The new insurance product released by Samsung is

that Samsung has entered the EV insurance market, full-

available for commercial EVs only and rated around 10

fledged competition is expected to come among insurers

percent lower than regular commercial car insurance.

in pursuit of market share.

Trend of Electric Vehicle Registrations in Korea
(Unit: No. of EVs)
14,063

6,157

3,241

End of April 2015

End of April 2016

End of April 2017

(Source: Ministry of Land, Infrastructure and Transport)

As of late April 2017, the number of EVs registered in Korea

As the government is tackling air pollution by curbing the

was over 14,000, up 4.3 times from two years before, and

level of fine dust in the air, the number of EVs on the road is

more EVs are likely to be seen on the road going forward.

projected to further climb to around 200,000 by 2020.

Overview of Electric Vehicle Insurance Products in Korea
Hyundai Marine and
Fire Insurance

KB Insurance

Dongbu
Insurance

Samsung Fire and
Marine Insurance

Date of Launch

October 2016

December 2016

January 2017

June 2017

Covered Vehicles

Personal/Commercial

Personal

Personal/Commercial

Commercial

Premium Discount Rate

9.4%

3.6%

10%

10%

(Source: Each Company)
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Rising Sales of Variable Life Insurance Amid Strong Stock Market
Variable life insurance is gaining traction again on the back

doubled to KRW 545.5 billion in the first quarter of this

of a high-flying stock market in Korea. It once fell out of

year compared to the same period of the prior year. The

favor with insurance buyers because of its high investment

Korea Composite Stock Price Index (KOSPI) – the nation’s

risks, but the bull market is driving up the sales of variable

main stock index, has been on a roll recently, hitting all-

life insurance – a type of permanent life insurance that

time highs, backed by robust local corporate earnings.

invests part of its funds in stocks and bonds. It is generally

Life insurers are jumping on the bandwagon to attract

more expensive than traditional whole life insurance, and

investors looking for higher returns amid record low

it provides no guarantee on principal protection.

interest rates. They are launching variable life policies that
guarantee a minimum return or offer long-term retention

Initial premiums for variable insurance policies more than

benefits.

Trend of Initial Premiums for Variable Life Insurance in Korea
(Unit: KRW billion)
545.5

260.3

Q1 2014

234.3

215.2

Q1 2015

Q1 2016

Q1 2017

(Source: Korea Life Insurance Association)

Smaller Tax Benefits Curbing Sales of Savings Insurance

14

The life insurance industry in Korea is suffering a sharp

or more. The limit of tax exemption was reduced from

contraction in sales of non-taxable savings insurance in

KRW 200 million to KRW 100 million for single-premium

the wake of a reduction in tax benefits for such insurance

savings insurance under the revised Enforcement Decree

products. Savings insurance plans are entitled to be

of the Tax Law, which took effect in April 2017. As for

exempt from a 15.4 percent tax on interest income if a

regular premium payment savings insurance, a tax

policyholder makes premium payments for five years or

exemption limit was newly created at KRW 1.5 million per

longer and maintains the insurance contract for ten years

month.

These decreased tax benefits made a significant dent on

that banks are the primary distribution channel of savings

sales revenues of life insurers. In April 2017, Samsung Life

insurance, sales decreases were particularly sharp among

Insurance, the biggest life insurer in Korea, saw its sales of

life insurers with heavy reliance on the bancassurance

savings insurance drop by 78 percent month over month,

channel such as Tongyang Life, Allianz and NH Nonghyup

representing a 33 percent year over year decline. Given

Life.

Sales Growth of Savings Insurance in April 2017 (Month-over-Month Change)
Allianz

NH
Nonghyup

Tongyang

Samsung

MiraeAsset

Hanwha

ING

IBK

Kyobo

-42.9%

-46.0%
-61.1%

-62.2%
-70.2%

-77.0%

-78.0%

-80.0%

-85.6%

(Source: Each Company)

Another factor behind the falling sales of savings

savings insurance. This supply-side constraint will further

insurance is the adoption of IFRS 17 scheduled for 2021.

aggravate savings insurance sales amid lower demand

Under the new accounting standards, revenues from

due to reduced tax benefits. Unless tax benefits are

savings insurance will be recognized as liabilities, putting

expanded again, it will be difficult to expect a recovery in

insurers under pressure in terms of capital adequacy.

the savings insurance market.

This indicates insurers would find little incentive to sell

15

Korean Re News
Korean Re Opened the Labuan Branch in July 2017

16

Korean Re obtained final approval from the Labuan

resources of Korean Re’s Singapore branch. Since Korean

Financial Services Authority for the establishment of its

Re set up its first overseas branch in Singapore in 1975, it

Labuan branch office on June 28, 2017. The branch in

has built presences in nine major cities around the world

Labuan will allow Korean Re to effectively tap into the

including London, New York, Dubai and Hong Kong. This

Malaysian market, which has large growth potential with

international network has played an important role in

considerably low natural catastrophe risks in comparison

helping the reinsurer expand into overseas markets, and

to other countries in Southeast Asia. It officially opens

it will be further broadened as the company seeks to

on July 1, 2017 and is operated through the staff and

increase its global operations.

Korean Re Reported Strong Business Results for the First Half of 2017
For the first six months of 2017, Korean Re reported

below the ten-year first-half average, according to Munich

strong business results in spite of difficult market

Re’s NatCatService.

conditions including continuing pressure on prices and
fierce competition. Its first-half net income increased

Gross premiums written by Korean Re were KRW 3,557.7

by 25.6 percent to KRW 135.1 billion as its underwriting

billion, up 6.1 percent year over year. This top-line growth

profitability improved in both domestic and global

was backed by a strong increase in premium income from

business. Commercial lines performed robustly with

domestic personal lines. Commercial lines of business also

a lower combined ratio compared to the prior year. In

showed stable growth, with casualty business exceeding

particular, the combined ratio for overseas business

its growth target. Premium volume from overseas business

dropped considerably to 88.9 percent due to a benign

grew only marginally, following the targeted withdrawal

level of catastrophe losses. Globally, natural catastrophe

from unprofitable business. Meanwhile, the company posted

insured losses for the first half of the year were USD 19.5

a 6 percent growth in net written premiums as the level of

billion, down 39 percent year over year and 33 percent

retention in domestic personal-line business remained high.

Korean Re’s Business Results for the First Half of 2017
(Unit: KRW billion)

1st Half 2016

1st Half 2017

Change

Gross Written Premiums

3,354.7

3,557.7

6.1%

Net Written Premiums

2,355.5

2,497.8

6.0%

Net Income

107.6

135.1

25.6%

Shareholders’ Equity

2,147.1

2,202.1

2.9%

Return on Equity

10.6%

12.9%

2.3%p

*The above figures are based on the company’s separate financial statements.

Breakdown of Gross Written Premiums
(Unit: KRW billion)
1,800

1,656

1,600

H1 2016

H1 2017

1,501

1,400
1,200

1,157

1,123

1,000
800

10.3%

600

745

731

400
200
0

3.1%
1.9%
Commercial Lines

Personal Lines

Overseas Business
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S&P Affirmed "A" ratings on Korean Re for Four Years in a Row
Korean Re has maintained its S&P ratings of "A" for four

increased overseas business and believed the reinsurer's

straight years based on its strong competitiveness in

overseas business would continue to grow gradually,

the market. It has a very strong competitive position

with a focus on Asia's P&C market. The gradual growth

in the domestic reinsurance market as well as strong

in the reinsurer's overseas reinsurance portfolio and

direct relationships with local clients, according to S&P's

life reinsurance business is expected to provide further

analysis. Korean Re is expected to continue leveraging

diversification benefits to its overall business portfolio.

its domestic dominance and maintaining stable revenue

This assessment led S&P to affirm that its outlook on

growth in its domestic reinsurance portfolio over the

Korean Re's ratings was stable. The stable outlook

next two years. Its market shares stand at 62.2% in

reflects S&P's view that Korean Re will maintain its

Korea's P&C reinsurance market and 48.4% in the life

adequate growth with satisfactory profitability over

market.

the next 12-24 months. The rating agency also expects
Korean Re's capitalization to remain supported by a

S&P Global Ratings assessed Korean Re as having an

conservative investment strategy over the next two

effectively diversified business portfolio backed by

years.

Korean Re - S&P Ratings Detail (As of June 30, 2017)
Financial Strength Rating
Local Currency

A/Stable

Counterparty Credit Rating

A/Stable

Junior Subordinated

BBB+

Since S&P upgraded its ratings on Korean Re to "A" from

ratings, Korean Re will focus on increasing profitable

"A-" in eight years in 2014, the reinsurance company has

accounts, thereby improving the overall profitability of its

continued to step up its overseas expansion, writing

overseas business portfolio.

more business from abroad. Based on the strong credit
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Disclaimer
Although utmost care has been taken to ensure the accuracy and reliability of the information used in this publication,
Korean Re assumes no responsibility therefore. No information provided constitutes, or shall be taken to reflect, Korean
Re’s position. The information does not constitute any recommendation or advice to effect any transaction or legal act of
any kind whatsoever, and in no event shall Korean Re be liable for the consequences of use of such information, nor for any
infringement of third party intellectual property rights which may result from its use.
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