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Korean Economy
Korea’s Economic Growth in the Third Quarter of 2017
Korea’s gross domestic product (GDP) grew by 3.8

representing the fastest pace of growth since the second

percent in the third quarter of 2017 compared with the

quarter of 2010. This robust growth was attributed to

same period a year earlier. The quarter-on-quarter growth

the country’s strong exports, which grew by 6.1 percent

rate jumped to 1.5 percent in the July-September period

quarter on quarter. There were rises in exports of

from 0.6 percent in the previous three-month period,

semiconductors, chemical products and automobiles.

Trends of Quarterly Economic Growth
(Unit: %)

Growth Rate

2015

2016

2017

Q1

Q2

Q3

Q4

Q1

Q2

Q3

Q4

Q1

Q2

Q3

0.8
(2.6)

0.4
(2.4)

1.3
(3.0)

0.7
(3.2)

0.5
(2.9)

0.9
(3.4)

0.5
(2.6)

0.5
(2.4)

1.1
(2.9)

0.6
(2.7)

0.9

-0.3

1.3

1.5

-0.1

0.8

0.6

0.2

0.4

1.0

-0.1

1.1

1.0

1.3

1.4

0.6

0.9

0.6

0.5

1.1

9.0

1.4

2.1

-2.2

7.6

3.1

2.2

-1.2

6.8

0.3

0.3

0.8

1.9

0.0

-7.0

2.6

0.9

5.9

4.4

5.2

1.6

-0.4

0.5

0.7

0.2

1.3

0.5

0.6

0.3

1.2

Exports

-0.3

-0.2

0.1

2.1

-0.6

1.0

1.0

-0.1

2.1

-2.9

Imports

0.1

0.7

1.2

2.9

-1.5

2.2

2.6

-0.1

4.8

-1.0

1.5
(3.8)
0.8
(2.5)
2.3
(4.6)
1.5
(7.6)
0.7
(17.0)
1.1
(3.2)
6.1
(5.0)
4.7
(8.5)

GDP
Consumer
Spending
Government
Spending
Construction
Investment
Equipment
Investment
Intellectual Property
Investment

*Figures in ( ) refer to year-on-year growth rates.
(Source: Bank of Korea)
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The third-quarter economic expansion was also boosted

Korea’s third-quarter GDP growth was the highest among

by a 2.3 percent growth in fiscal spending, the highest in

the member countries of the Organization for Economic

more than five years. The government executed much of

Cooperation and Development (OECD) - the same level as

the supplementary budget to help the economy create

Latvia, which also grew by 1.5 percent quarter on quarter.

more jobs. Consumer spending was up 0.8 percent from

Real GDP growth in the OECD area slowed to 0.6 percent

the previous quarter due to an increase in expenditure

in the third quarter of 2017, down from 0.8 percent in the

on services and durable goods. Construction investment

prior quarter. Among the seven major economies (G7),

grew by 1.5 percent on the back of building construction,

Japan showed a marked slowdown to 0.3 percent while

while equipment investment expanded by 0.7 percent

growth picked up in Germany to 0.8 percent.

with a rise in machinery investment.

2018 Growth Outlook for the Korean Economy
The Korean economy is on track to solid recovery in 2018

The investment outlook remains relatively healthy.

following a better than expected growth in 2017 backed

Equipment investment is projected to show a moderate

by strong exports. Its gross domestic product(GDP) is

growth of 2.8 percent in 2018, following a strong rebound

forecast to grow by 3 percent this year – the highest

in 2017. Global trade recovery is encouraging local

level in three years, and the GDP growth rate for the

businesses to increase their investment in equipment. In

next year is expected to be 2.9 percent. The key drivers

particular, strong global demand for Korea’s technology

will be improving consumer spending and exports.

products such as memory chips has led to a sharp rise in

As the government is implementing economic reform

equipment investment in the technology sectors. Other

measures focused on consumption-led growth and

manufacturing sectors including telecommunication

job creation, consumer spending will likely gain some

devices, automobiles and chemicals will also expand their

growth momentum. The ongoing recovery of the global

investment spending. However, equipment investment

economy is likely to support the growth of Korea’s

in the steelmaking and shipbuilding sectors is forecast

merchandise exports and equipment investment.

to remain sluggish due to supply glut in the global steel
market and restructuring moves in the shipbuilding

Consumer spending is expected to grow by 2.6 percent

industry.

in 2018, up from 2.3% in 2017. Positive factors boosting
consumer spending include household income growth

Construction investment will continue to slow down

in the wake of minimum wage hikes and new jobs being

due to a fall in housing starts. This slowdown is being

created in the public sector. The government’s plan to

driven by housing oversupply, increasing household

increase welfare benefits will also help improve consumer

debt and the government’s moves to rein in speculative

confidence. High levels of household borrowing,

investment in the housing market. A decrease in

however, could constrain private consumption, and

government budget for social infrastructure in 2018 will

there are growing concerns about the vulnerability of

also hamper construction investment in civil works. The

consumers to potential interest rate increases. After years

growth rate of construction investment is forecast at 0.2

of near-zero rates in major economies, global interest

percent in 2018, down from the estimated 6.9 percent

rates are expected to rise gradually to more normal levels

growth in 2017.

over the course of the next year.
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2018 Growth Outlook for the Korean Economy
(Unit: %)

2016

2017

2018(F)

Annual

H1

H2(E)

Annual (E)

H1

H2

Annual

GDP

2.8

2.8

3.2

3.0

2.9

3.0

2.9

Consumer Spending

2.5

2.1

2.5

2.3

2.7

2.6

2.6

Equipment Investment

-2.3

15.9

12.1

14.0

2.3

3.4

2.8

Construction Investment

10.7

9.4

4.9

6.9

0.3

0.1

0.2

Merchandise Exports

2.2

4.2

3.3

3.7

2.4

4.6

3.5

Merchandise Imports

3.6

9.3

5.0

7.1

2.1

4.8

3.4

Current Account Surplus
(USD billion)

98.7

36.3

41.8

78.0

36.0

39.0

75.0

Consumer Price Inflation

1.0

2.0

2.0

2.0

1.7

1.9

1.8

Unemployment Rate

3.7

4.1

3.6

3.8

4.0

3.5

3.8

(Source: Bank of Korea)

The nation’s export conditions are set to improve in step

trading partners like the US and China.

with global trade recovery. World merchandise trade
volume is expected to expand by 3.6 percent in 2017 and

Consumer price inflation will likely remain subdued at

3.2 percent in 2018, recovering from weak results in 2016,

1.8 percent in 2018 mostly due to downward pressure on

according to the World Trade Organization. Technology

the supply side such as moderating prices of agricultural

products such as semiconductors and display panels are

produce. Demand-side inflationary pressure will rise on the

boosting Korea’s export performance, with its merchandise

back of economic recovery and improving labor market

exports projected to grow by 3.7 percent in 2018. There

conditions. The core inflation rate, which strips out volatile

are some downside risks, however, such as potential

food and energy prices, is forecast to be 1.9 percent next

aggravation in trade relations with the nation’s major

year, up from 1.6 percent this year.

BOK’s Decision to Raise its Benchmark Interest Rate from Record Low
The Bank of Korea (BOK) raised on November 30 its

been buoyed by exports, particularly of semiconductors,

benchmark interest rate for the first time in more than

steel and petrochemical products, with third-quarter

six years, bringing an end to a period of record-low

economic growth beating expectations. Its growth rate

borrowing costs. The rate was raised to 1.5 percent

for 2017 is expected to be the highest in three years, at

from an all-time low of 1.25 percent as the nation’s

around 3 percent. Consumer spending growth remains

economic conditions convinced the central bank to

moderate, while inflation is nearing the central bank’s 2

begin normalizing its monetary policy. The economy has

percent target.
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Over the past five years, the BOK’s policy interest rate has

could have negative impacts on the economy including

steadily fallen, mostly due to weak economic growth.

a hard landing for the housing market. The BOK said in

The central bank has maintained accommodative

its statement that its easy monetary policy would be

monetary policy to help support economic recovery.

maintained, with economic growth and inflation being

Despite the recent rate increase, the pace of monetary

closely monitored.

tightening is not likely to be fast as steep rate hikes

Trend of BOK’s Benchmark Interest Rate
(Unit: %)

6.0
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5.0
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2.0

Nov 2017
June 2015
June 2016

1.0

0

2008
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(Source: Bank of Korea)

Korea’s Per Capita GDP to Exceed USD 30,000 in 2018
Korea’s per capita gross domestic product (GDP) is

growth and foreign exchange rate. Per capita GDP of USD

projected to exceed USD 30,000 in 2018. The projected

30,000 is considered a milestone for an economy on its

figures are USD 29,730 for 2017 and USD 30,919 for 2018,

path toward joining the ranks of advanced economies.

according to the data provided by the International

All of the Group of Seven (G7) industrialized economies

Monetary Fund. If the projection turns into reality,

have per capita GDP above that level. Korea ranked 29th

Korea would record USD 30,000 in per capita GDP in

in terms of per capita GDP complied by the IMF last

12 years since it surpassed the USD 20,000 mark in

year, which was above Spain but below Italy, Japan and

2006. Per capita GDP indicates the level of economic

France. Luxembourg, Switzerland and Norway remained

development of the country, and it can be affected by

at the top positions, with Luxembourg being the leader.

the real economic growth rate, inflation, population

6

Per Capita GDP of Major Economies (as of 2016)
(Unit: USD)
1 Luxembourg

105,829

2 Switzerland

79,578

3 Norway

71,497

4 Macau

67,013

5 Ireland

65,871

6 Qatar

60,733

7 Iceland

57,889

8 US

57,294

9 Denmark

53,243

10 Singapore
·
·
·
18 Germany

53,053

·
·
·
42,326

19 Canada

42,319

21 UK

40,412

22 France

38,537

25 Japan

37,304

27 Italy

30,294

29 Korea

27,633

30 Spain

27,012

0

20,000

40,000

60,000

80,000

100,000

120,000

(Source: International Monetary Fund)

Foreign Exchange Rates Outlook for 2018
The Korean won is expected to gain strength against the

the next year given a combination of factors. First,

US dollar over the course of 2018 despite the greenback

although the US Federal Reserve has begun its policy

being boosted temporarily by improving economic

normalization process, any potential boost for the dollar

conditions and monetary policy normalization in the

will be mostly outweighed by other central banks’ move

US. The KRW/USD foreign exchange rate is forecast to

toward policy tightening. Indeed, the euro has risen

decrease from KRW 1,115 per dollar in the first quarter of

against the dollar as quantitative easing by the European

2018 to KRW 1,090 in the last quarter of the year.

Central Bank is being tapered, and its bond-buying
program will likely come to an end by the end of 2018 as

The US dollar’s recent recovery is not likely to last into

long as the inflation outlook improves.
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Secondly, the trend of global economic recovery has

Thirdly, the Trump administration’s economic and trade

the potential to reduce demand for US assets, leading to

policy is more geared toward a weak dollar as it will help

the dollar’s weakness. In October 2017, the International

stimulate the manufacturing and export sectors in the US.

Monetary Fund (IMF) raised its forecast for global

Curbing the US trade deficit is one of the administration’s

economic growth to 3.6 percent in 2017 and 3.7 percent

important goals for the economy, and a weak dollar will

in 2018. Upward revisions in the euro area, emerging Asia,

fuel demand for US exports and contribute to the US

Europe, Japan and Russia more than offset downward

current account.

adjustments for the US and the UK, according to the IMF.

Trend of Average KRW/USD Exchange Rate
(Unit: KRW)
1,220.00
1,200.34

1,200.00
1,180.00

1,168.33
1,152.62

1,157.20

1,140.00

1,132.33
1,129.78

1,120.00
1,100.00

1,157.74

1,163.16

1,160.00

1,120.67

1,100.30
1,098.00

1,080.00
1,060.00
1,040.00

Q1 2015

Q2 2015

Q3 2015

Q4 2015

Q1 2016

Q2 2016

Q3 2016

Q4 2016

Q1 2017

Q2 2017

Q3 2017

(Source: Bank of Korea)

Foreign Exchange Rates Forecast for 2018
Currency

2017
Q4

Q1

Q2

Q3

Q4

KRW/USD

1,130

1,115

1,095

1,080

1,090

JPY/USD

113

111

109

107

108

USD/EUR

1.17

1.18

1.20

1.21

1.20

CNY/USD

6.60

6.57

6.52

6.48

6.51

(Source: Hana Institute of Finance)
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Insurance Market
Korean Insurance Market Outlook for 2018
Slow economic growth and high levels of market

growth rates have been on track to recovery since 2012,

maturity are driving down the growth of the insurance

its insurance market growth has continued to slow down.

industry in Korea. Premium income is set to grow by 1.24

The number of new business fell to 14.4 million in 2016

percent to KRW 208.5 trillion in 2018 from KRW 205.9

from 17 million in 2012, and this downtrend will likely be

trillion in 2017. Although the nation’s nominal economic

here to stay.

Premium Income Growth Outlook
(Unit: KRW trillion)
250

Life Insurance

Non-Life Insurance

Total

204.3

205.9

208.5

80.2

84.5

87.0

89.2

110.6

117.2

119.8

118.9

119.3

2014

2015

2016

2017(E)

2018(F)

200

187.2

150

76.6

197.4

100

50

0

(Source: Korea Insurance Research Institute)
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The life insurance market is expected to grow by 0.3

values and provide higher levels of reserves. Savings

percent next year, with total premiums expected to

life insurance premiums are expected to decrease by 3

reach KRW 119.3 trillion. This slow growth reflects a

percent to KRW 56.7 trillion. Meanwhile, sales of unit-

continued decline in savings insurance premiums, driven

linked savings policies are likely to grow on the back of

by potential pressures on insurers’ capitalization upon

strong stock market performance. Premium income from

the adoption of IFRS17, which will require insurers to

variable savings insurance is expected to grow by 6.2

measure their policy liabilities at current interest rate

percent.

Trends of Insurance Market Growth
(Unit: %)
7
6
5
4
3
2
1
0
-1
-2

Life Insurance

6

Non-Life Insurance

5.3

4.8

3.0

2.5

2.2

0.3
-0.7

2015

2016

2017(E)

2018(F)

(Source: Korea Insurance Research Institute)

Premium income from protection policies is projected to

growth of the market is unlikely. The government’s plan to

increase by 2.8 percent in 2018 as life insurance companies

expand national healthcare insurance coverage may reduce

are seeking to sell more protection products such as long-

demand for protection products offered by private insurers.

term healthcare and critical illness policies, instead of savings

On the other hand, increasing life expectancy may create

products. Given the maturity of the market, however, a rapid

demand for new types of life and health insurance products.

Life Insurance Growth Outlook for 2018 by Line of Business
Line of Business

Savings

Protection

Retirement Annuity

Total

Growth Rate Forecast

-3.0%

2.8%

5.3%

0.3%

(Source: Korea Insurance Research Institute)
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The non-life insurance market is forecast to grow by 2.5

construction investment, leading to a drop in surety bond

percent in 2018. By line of business, general property

premiums. Motor insurance premiums are expected to

and casualty insurance is expected to grow by 4.5

increase by 3.2 percent as the number of high-valued

percent, backed by marine (excluding hull insurance),

vehicles is rising. Premium rate decreases, however, will

guarantee, liability and accident business. The expansion

limit the growth of the overall motor insurance market. A

of mandatory insurance such as disaster liability insurance

contraction in non-life savings insurance and annuity plans

is also driving the growth of the general P&C insurance

is set to continue into 2018 due to stagnant household

market. However, a decrease in government budget for

income growth and reduced tax benefits for those

social infrastructure development may adversely affect

products.

Non-Life Insurance Growth Outlook for 2018 by Line of Business
Line of Business

Long-Term

Motor

Annuity

General P&C

Total

Growth Rate Forecast

2.1%

3.2%

1.8%

4.5%

2.5%

(Source: Korea Insurance Research Institute)

Business Results of Insurers in Korea for the First Nine Months of 2017
Premium Income
For the first three quarters of 2017, insurers in Korea

Their premium income from protection policies increased

reported KRW 139.9 trillion in premium income, marginally

by 3.4 percent to KRW 30.4 trillion as they focused on

down from the same period of the previous year, according

selling protection products in preparation for IFRS 17,

to the preliminary data released in November by the

which will come into effect in January 2021. Under the

Financial Supervisory Service (FSS). This weak performance

new standard, insurance liabilities will be calculated as

was largely due to a fall in life insurance premium volume,

the present value of future cash flows, and the use of

driven by decreasing sales of savings life insurance. Life

current interest rates to discount the insurance liabilities

insurance premiums totaled KRW 81.7 trillion, down 3.4

will pressure the reported capitalization of insurers. The

percent year over year, with savings insurance premiums

pressure will be more significant for insurers that have a

down 11.2 percent. Life insurers also reported a decrease

large book of negative spread in-force savings policies.

in their premium income from retirement annuities by 0.4
percent.

Premium Income
(Unit: KRW trillion)

Jan - Sep 2016

Jan - Sep 2017

Change (%)

Life Insurers

84.7

81.7

-3.4

-Protection Insurance

29.4

30.4

3.4

-Savings Insurance

34.3

30.4

-11.2

-Retirement Annuity etc.

21.0

20.9

-0.4

Non-Life Insurers

56.2

58.1

3.4

6.7

7.2

7.1

-Motor Insurance

11.6

12.2

5.2

-Long-Term Insurance

37.9

38.8

2.2

140.9

139.9

-0.7

-General P&C Insurance

Total
*Figures may not add up due to rounding.
(Source: Financial Supervisory Service)
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Non-life insurers saw their premium income rise by 3.4 percent

life insurance market as its premium income was up 5.2 percent

to KRW 58.1 trillion, driven by a 7.1 percent increase in general

to KRW 12.2 trillion. Long-term insurance premiums, which

property and casualty insurance premiums. The motor

account for over 66 percent of the total non-life insurance

insurance sector also supported the overall growth of the non-

market, increased by 2.2 percent to KRW 38.8 trillion.

Net Income
Insurers in Korea recorded a 14.9 percent rise in net income for

insurance. Although they continued to suffer underwriting

the first nine months of this year due to the combination of

losses, their investment operations remained strong, allowing

higher investment income and improving loss ratios in motor

them to stay in the black.

Net Income
(Unit: KRW billion)

Life Insurers

Jan - Sep 2016

Jan - Sep 2017

Change (%)

3,362.5

3,809.3

13.3

Non-Life Insurers

3,031.5

3,540.2

16.8

Total

6,394.0

7,349.5

14.9

(Source: Financial Supervisory Service)

Life insurance companies reported a 13.3 percent year on

Non-life insurers saw their net income increase by 16.8

year growth in net income to over KRW 3.8 trillion, driven

percent to over KRW 3.5 trillion. Their underwriting losses

by a rise in investment income. Interest and dividend

shrank thanks to the continued improvement in motor

income boosted their investment income by 4 percent

insurance loss ratios. Another factor contributing to their

to KRW 17.1 trillion. Their underwriting losses, however,

solid net income results was a growth in gains on the

widened further as paid claims soared amid a decline in

disposition of real property. Their investment income

written premiums.

totaled KRW 5.5 trillion, up 9.2 percent year on year.

Profitability and Financial Status
The return on assets (ROA) ratio of the Korean insurance

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

industry improved by 0.06 percentage point to 0.92

largely due to improving loss ratios of motor insurance.

percent as of the end of September 2017, while the

Low profitability continued to present challenges to life

return on equity (ROE) ratio was up 1.12 percentage point

insurers as they were struggling with underwriting losses

to 9.49 percent. A greater improvement in profitability

as well as a decline in premium income.

ROA and ROE
(Unit: %)

ROA

ROE

Jan – Sep 2016

Jan - Sep 2017

Change (%p)

Life Insurers

0.60

0.63

0.03

Non-Life Insurers

1.71

1.81

0.10

Total

0.86

0.92

0.06

Life Insurers

6.47

7.33

0.86

Non-Life Insurers

12.40

13.91

1.51

Total

8.37

9.49

1.12

(Source: Financial Supervisory Service)
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The total assets of the Korean insurance industry

equity declined by 1.9 percent to KRW 108 trillion due

amounted to KRW 1,091.7 trillion as of the end of the

to mark-to-market losses of available for sale securities

third quarter of 2017, up 6.7 percent year over year.

following interest rate rises.

Despite positive net income results, its shareholders’

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

Total Assets

September 2016

September 2017

Change (%)

Life Insurers

775.5

822.4

6.0

Non-Life Insurers

247.2

269.4

9.0

1,022.7

1,091.7

6.7

Life Insurers

74.5

72.8

-2.3

Non-Life Insurers

35.8

35.4

-1.0

110.3

108.2

-1.9

Total
Shareholders’
Equity

Total
(Source: Financial Supervisory Service)

Disaster Liability Insurance to Become Mandatory
It will become compulsory for a defined group of

operations and certain apartments, including restaurants

businesses or organizations to purchase disaster liability

on the first floors, hospitality businesses, gas stations,

insurance, which covers them for losses or damage

museums, art galleries and libraries. Designated entities

to a third party as a result of disasters that occur on

are required to buy the insurance by the end of this year,

their premises. This is a legal requirement under the

and those who fail to obtain coverage will be fined. The

Framework Act on the Management of Disasters and

compulsory liability insurance is available through ten

Safety - a law established to ensure effective disaster

local non-life insurance companies1), and the covered

prevention, response and recovery on a national level.

perils include fire, explosion and collapse. The limits of
liability are KRW 150 million per person for bodily injury

The requirement applies to 19 types of private or public

and KRW 1 billion for property damage.

Overview of Disaster Liability Insurance
(Unit: KRW million)

Coverage Type

Limit of Liability
Death

150 per person

Injury

0.5 – 30

Permanent Impairment

10 – 150

Bodily Injury

Property Damage

1,000 per event

(Source: Seoul Metropolitan Government)

1) MERITZ Fire & Marine Insurance, Hanwha General Insurance, Lotte Insurance, Heungkuk Fire & Marine Insurance, Samsung Fire & Marine Insurance, Hyundai
Marine & Fire Insurance, KB Insurance, DB Insurance, The-K Non-Life Insurance, NongHyup Property & Casualty Insurance
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Health Insurance Plans to Be Introduced that Rewards Healthy Behaviors
Health insurance products that reward the insured for

purchase wearable devices.

improving their health are set to be on the market soon in
Korea. The Financial Services Commission and the Financial

To be rewarded, the insured need to prove that they are

Supervisory Service announced on November 1 guidelines

making the required effort to improve their health or stay

for the development and distribution of insurance products

healthy, such as quitting smoking, exercising and getting

that offer rewards for healthy behaviors, such as lower

vaccinated, the results of which will be assessed by the

rates of insurance premiums. The guidelines are designed

insurers. For example, an insurance policy would require the

to support the local insurance industry with its efforts to

insured to walk 10,000 steps a day, and the insurance carrier

develop and sell innovative insurance products in step

would verify whether or not the requirement has been met

with health care innovations, according to the financial

through wearable devices like smart watches or bands.

supervisory authorities.
A rewards-based health insurance plan can be beneficial
Insurance products subject to the guidelines are life and

on various levels. It gives individuals financial incentives

health policies, which are affected by health conditions

for staying healthy, helping them offset the growing cost

of the insured. They do not apply to motor insurance and

of health care. For insurers, their loss ratios would improve

accident life insurance policies as healthy behaviors do not

when their clients are less likely to become ill or die early. On

reduce the loss ratios of such policies. Rewards for efforts to

a national level, it not only helps reduce the nation’s rising

stay healthy would come in various forms including lower

health care costs but also facilitates the development of the

insurance premiums, higher insurance compensation, cash

health care industry as one of the important growth engines

back, health care services and compensation for the cost to

of the economy.

Overview of 2016 Natural Catastrophes in Korea
In 2016, economic losses from natural catastrophes in

in 2016 was driven by Typhoon Chaba, which hit the

Korea were KRW 288.4 billion, up sharply from KRW 31.9

southern part of the nation in October. Still the 2016

billion. This marked the highest level in three years, and

figure remained far below the recent ten-year average of

economic losses from natural disasters were below KRW

KRW 524.2 billion.

200 billion between 2013 and 2015. The steep increase
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Trend of Economic Losses from Natural Catastrophes in Korea
(Unit: KRW billion)
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Average
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(Source: Ministry of Public Safety and Security)

Typhoon Chaba was the costliest natural catastrophe event
for Korea in 2016. It was recorded as a super typhoon with
wind speeds of 266 km/h – equivalent to a category 5 storm.
Economic losses from the typhoon amounted to KRW
215 billion, or 74 percent of the total economic losses. The
insurance industry in Korea was estimated to have incurred
over KRW 99.5 billion in losses from the typhoon, which
caused flash flooding, landslides and power outages in the
affected areas in Korea including Busan, Ulsan and Jeju Island.
Heavy rain was the second largest source of economic

losses at 12.4 percent, followed by heavy snow (6.5
percent) and earthquake (3.8 percent). Compared to
the previous year, losses from heavy rain increased
substantially, most of which occurred in May, July and
August. It is worth noting that earthquake losses reached
KRW 11 billion in 2016, given the normally low frequency
of strong earthquakes in Korea. A magnitude-5.8
earthquake struck the areas near the city of Gyeongju
on September 12. It was the strongest earthquake
since 1978 when the country started measuring seismic
tremors.

Major Natural Catastrophe Events in 2016
(Unit: KRW million)

Insured Losses2)

Event

Affected Region

Date

Economic Losses

Heavy Snow

Nationwide

Jan 17 – 25

18,507

943

Heavy Rain

Gyeongbuk

Aug 26 – Sep 1

6,687

1,254

Earthquake

Gyeong-ju

Sep 12

11,019

4,012

Typhoon

Jeju Island, Busan,
Ulsan, etc.

Oct 3 – 6

215,000

99,525

251,213

105,734

Total
(Source: Ministry of Public Safety and Security)

2) The insured losses are based on Korean Re’s inward business.
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Korean Re News
Korean Re Opens a New Branch in Dubai
Korean Re is set to open a new branch in Dubai, the United

East and North Africa (MENA) – a region that has plenty

Arab Emirates, as it received final approval for the branch

of growth potential with regard to insurance penetration

from the Dubai Financial Services Authority (DFSA) on

and economic development. Korean Re has built solid

October 8. It will be Korean Re’s third branch office, which

business relations with many insurers and reinsurers in the

is to officially start operation in January 2018, following

MENA region, and will continue to develop and strengthen

the Singapore and Labuan Branches. Located in the Dubai

business with them. In the meantime, Korean Re will strive

International Financial Centre, the Dubai (DIFC) Branch

to explore new markets in the region based on the analysis

will serve as Korean Re’s underwriting base in the Middle

of local needs and opportunities.
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Korean Re’s Business Results for the First Three Quarters of 2017
For the January – October period of 2017, Korean Re

of this year improved to KRW 102 billion compared to KRW

reported a 7.1 percent increase in gross written premiums,

84.7 billion a year earlier, despite an increase in large loss

which totaled over KRW 5.8 trillion compared to KRW 5.4

events. Both domestic and global business delivered solid

trillion for the same period of 2016. Domestic business

underwriting results, driven by efforts to readjust business

continued to perform robustly, with a growth rate of 6.9

portfolios based on strict underwriting discipline. The

percent. Premiums from domestic personal lines rose by

combined ratio was 97.3 percent, down from 97.7 percent

10.5 percent year over year due to the effect of a rise in

in the prior year. Much of the boost came from domestic

primary long-term insurance rates and increased writings of

commercial lines of business, which recorded a combined

profitable life business. Domestic commercial business grew

ratio of 89.9 percent, down from 92.8 percent. Meanwhile,

by 1.8 percent, and the main drivers of growth were the

Korean Re’s losses from Hurricanes Harvey, Irma and Maria

expansion of the mobile phone insurance market and new

amounted to KRW 39.6 billion, which took a toll on its net

business of satellite and offshore wind power risks. Overseas

income results. Still, Korean Re remained profitable for

business showed an improvement in growth, mostly due

the ten-month period, with a net income of KRW 148.9

to increased business in the Central and South Americas

billion. Compared to its peers, who are likely to suffer an

and Europe. Gross written premiums from the overseas

underwriting loss for the year due to large catastrophe

operations increased by 7.9 percent year over year.

losses, Korean Re is relatively better placed to maintain
underwriting profitability, backed by its effective retrocession

Korean Re’s underwriting income for the first ten months

and risk management programs.

Korean Re’s Business Results for January - October of 2017
(Unit: KRW billion)

Jan - Oct 2016

Jan - Oct 2017

Change

Gross Written Premiums

5,464.9

5,853.9

7.1%

Net Written Premiums

3,813.9

4,066.5

6.6%

Combined Ratio

97.7%

97.3%

-0.4%p

153.4

148.9

-2.9%

Shareholders’ Equity

2,136.4

2,189.3

2.5%

Return on Equity

9.2%

8.5%

-0.7%p

Net Income

*The above figures are based on the company’s separate financial statements.
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Korean Re’s Corporate Social Responsibility Initiatives for 2017
Korean Re has been committed to doing good for society and
fulfilling its corporate social responsibilities. In 2017, we continued
to implement our regular employee volunteer programs
designed to support underserved people and communities.
From September to December, we organized five rounds of
community food-sharing events at a local Red Cross volunteer
center where groups of Korean Re employees cooked food
and baked bread. The food was packed and then delivered to
those in need, including the elderly living alone and low-income
families.
Korean Re employees also participated in a housing

households in the community. Some of the packages were

improvement project for a small town in Cheongju. The

personally delivered door to door by the Korean Re volunteers.

project, launched by the Presidential Committee on Regional

We also donated school supplies to children from low-income

Development, aims to help those with poor housing conditions.

families. This annual giving initiative has continued for the past

Korean Re regularly supports the project in cooperation with

14 years since 2004 when Korean Re agreed to become a regular

the Habitat for Humanity Korea. This year, four groups of Korean

sponsor of the town. Through the donation program, we provide

Re employees volunteered to work for the project for two days

support to the less privileged in the town once every year.

each over the course of two months – September and October.
They supported the repair works of old houses, such as replacing

We will continue to organize corporate volunteering and giving

ceiling panels and wallpaper and painting exterior walls.

programs as we firmly uphold the value of giving back to the
community where we do business. We believe that our company

On December 5, CEO Jong-Gyu Won and a group of Korean

can benefit from such programs as they help our employees

Re employees visited Iwhadong - an inner city town in the

improve their team-building skills, leading to increased morale

neighborhood of the Korean Re head office in Jongno District,

and productivity.

Seoul and donated rice and food products to financially difficult
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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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