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Korean Economy
Korea’s Economic Growth in the Fourth Quarter
Korea saw its quarterly gross domestic product (GDP)

robust growth of 1.5 percent in the third quarter. Another

contract slightly in the fourth quarter of 2017 as automobile

factor was a ten-day Chuseok holiday in October, which

exports plunged and industrial production remained

reduced the number of working days and dampened

sluggish. The nation’s GDP fell by 0.2 percent quarter on

industrial production in the last quarter. Korea’s year-on-

quarter in the final three months of the year after the

year GDP growth for the fourth quarter came to 3.0 percent,

previous quarter’s rapid growth. This figure marks the worst

which was slower than the 3.8 percent growth of the

performance since 2008 and reflects a base effect from the

previous quarter.

Trends of Quarterly Economic Growth
(Unit: %)

Growth Rate

2016

2017

Q1

Q2

Q3

Q4

Q1

Q2

Q3

Q4

GDP

0.5
(2.9)

0.9
(3.4)

0.5
(2.6)

0.5
(2.4)

1.1
(2.9)

0.6
(2.7)

Consumer Spending

-0.1

0.8

0.6

0.2

0.4

1.0

Government Spending

1.4

0.6

0.9

0.6

0.5

1.1

Construction Investment

7.6

3.1

2.2

-1.2

6.8

0.3

Equipment Investment

-7.0

2.6

0.9

5.9

4.4

5.2

Intellectual Property
Investment

0.2

1.3

0.5

0.6

0.3

1.2

Exports

-0.6

1.0

1.0

-0.1

2.1

-2.9

Imports

-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)

-0.2
(3.0)
1.0
(3.4)
0.5
(4.5)
-3.8
(4.4)
-0.6
(10.0)
1.3
(4.0)
-5.4
(-0.5)
-4.1
(4.2)

*Figures in ( ) refer to year-on-year growth rates.
(Source: Bank of Korea)
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The nation’s exports slumped by 5.4 percent quarter on

quarter earlier mostly due to the government’s decision to

quarter, with an increase in exports of semiconductors being

tighten mortgage rules for owners of multiple houses to

offset by a dip in car exports. This contrasts with a 6.1 percent

discourage excessive borrowing. The new mortgage rules

growth in the prior quarter. Imports also dipped by 4.1

aim to enable banks to assess borrowers’ debt obligations

percent as inbound shipments of machinery fell.

more effectively to prevent binge borrowing practices.

Meanwhile, consumer spending growth accelerated to 1.0

Full-year GDP growth for 2017 was 3.1 percent, backed by

percent, boosted by a rise in consumption of quasi-durables

a moderate recovery of consumer spending and a solid

like clothing and non-durables such as food. Compared to a

growth in construction investment. Equipment investment

year earlier, private consumption increased by 3.4 percent.

also sharply rebounded from a 2.3 percent contraction to a
14.6 percent growth.

Construction investment shrank by 3.8 percent from a

The Trend of GDP Growth
(Unit: %)

3.4

3.3

3.2

3.1

3

2.9

2.8

2.8

2.8

2015

2016

2.6
2.4

2.3

2.2
2

2012

2013

2014

2017

(Source: Bank of Korea)

2018 Growth Outlook for the Korean Economy
The Bank of Korea (BOK) released its revised economic

Organization for Economic Cooperation and Development

growth outlook for 2018 on January 18 and raised its GDP

(OECD). Along with the revised economic outlook, the BOK

growth forecast to 3.0 percent from its earlier estimate of

also announced that its benchmark interest rate was kept

2.9 percent made in October 2017. The revised figure came

unchanged at 1.5 percent at this year’s first rate-setting

in line with the levels estimated by the Ministry of Strategy

meeting.

and Finance, the International Monetary Fund (IMF) and the

4

The primary factors driving the growth of the Korean

creation, consumer spending will likely gain some growth

economy will be improving consumer spending and exports.

momentum. The ongoing recovery of the global economy is

As the government is implementing economic reform

likely to support the growth of Korea’s merchandise exports

measures focused on consumption-led growth and job

and equipment investment.

2018 Growth Outlook for the Korean Economy
(Unit: %)

2017

2018(E)

H1

H2(E)

Annual (E)

H1

H2

Annual

GDP

2.8

3.4

3.1

3.2

2.8

3.0

Consumer Spending

2.1

2.8

2.5

2.9

2.5

2.7

Equipment Investment

15.9

12.8

14.3

2.1

2.9

2.5

Construction Investment

9.4

5.4

7.2

-0.5

0.0

-0.2

Merchandise Exports

4.2

3.0

3.6

3.0

4.2

3.6

Merchandise Imports

9.3

5.3

7.3

2.2

4.1

3.2

Current Account Surplus (USD billion)

35.7

42.8

78.5

35.0

40.0

75.0

Consumer Price Inflation

2.0

1.9

1.9

1.5

1.8

1.7

Unemployment Rate

4.1

3.4

3.7

4.1

3.4

3.8

(Source: Bank of Korea)

The central bank revised up its outlook for consumer spending

down to 2.5 percent to reflect a base effect from the strong

growth to 2.7 percent in 2018. Positive factors boosting

rebound in 2017. Still, investment activities will remain at

consumer spending include household income growth in the

a relatively moderate level in step with a cyclical economic

wake of minimum wage hikes and new jobs being created in

recovery. As global trade is gaining some momentum of

the public sector. The government’s plan to increase welfare

recovery, local businesses are encouraged to increase their

benefits will also help improve consumer confidence. High

investment in equipment. In particular, strong global demand

levels of household borrowing, however, could constrain private

for Korea’s technology products such as computer memory

consumption, and there are growing concerns about the

chips has led to a strong rise in equipment investment in the

vulnerability of consumers to potential interest rate increases.

technology sectors. Other manufacturing sectors including

After years of near-zero rates in major economies, global interest

telecommunication devices, automobiles and chemicals will

rates are expected to rise gradually to more normal levels over

also expand their investment spending. However, equipment

the course of the year.

investment in the steelmaking and shipbuilding sectors is
forecast to remain sluggish due to supply glut in the global steel

A forecast for equipment investment growth was revised

market and restructuring moves in the shipbuilding industry.
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Construction investment will likely slow down more sharply

as semiconductors and display panels are boosting Korea’s

than expected due to a fall in housing starts. It is forecast to

export performance, with its merchandise exports projected

shrink by 0.2 percent in 2018, representing a steep dip from

to grow by 3.6 percent in 2018. There are some downside risks,

a 7.2 percent growth in 2017. The slump in the construction

however, such as potential aggravation in trade relations with

sector is being driven by housing oversupply, increasing

the nation’s major trading partners like the US and China.

household debt and the government’s moves to rein in
speculative investment in the housing market. A decrease in

The BOK revised down its outlook for consumer price inflation

government budget for social infrastructure in 2018 will also

to 1.7 percent in 2018, which is below its inflation target of 2

hamper construction investment in civil works.

percent, mostly due to downward pressure on the supply side
such as moderating prices of agricultural produce. Demand-

The nation’s export conditions are set to improve in line with

side inflationary pressure will rise on the back of economic

global trade recovery. World merchandise trade volume is

recovery and improving labor market conditions. The core

expected to expand by 3.6 percent in 2017 and 3.2 percent

inflation rate, which excludes volatile food and energy prices,

in 2018, recovering from weak results in 2016, according to

is forecast to be 1.8 percent in 2018, up from 1.5 percent in

the World Trade Organization. Technology products such

2017.

Financial Policy Roadmap for 2018
The Financial Services Commission (FSC) announced its

confidence in the financial services sector. The roadmap

financial policy roadmap for 2018 to encourage innovation

outlined four policy tasks that the FSC would focus on as

across the financial industry and restore public trust and

below:

Policy Task

Description

Trustworthy Finance

- Better governance in financial institutions
- Consolidated supervision of financial conglomerates
- Advancement in corporate governance

Productive Finance

- Start-up ecosystem
- Amendments to capital requirements

Inclusive Finance

Innovative Finance

- Financial support for low-income households
- Alleviation of financial cost for low-income households
- Debt relief for long-overdue small loans
- Regulatory approval for new business
- Fintech Policy Roadmap
- Regulatory sandbox
- Special Act to Foster Financial Innovation

(Source: Financial Services Commission)

First, the FSC said it will help boost public trust and

work closely with financial services providers to address

confidence in finance and work to ensure more transparency

improper business practices and promote fair market order.

and credibility in its regulatory practices. To this end, it will

6

Second, the regulator will take reform measures to make

maximum interest rate will be lowered to 24 percent to

sure that more funds are channeled into productive areas

regulate predatory lenders, which would often target the

like start-ups and venture companies. It places a focus on

poorest consumers and those in financial hardship.

creating a virtuous cycle of capital flows by facilitating
financing of innovative businesses. At the same time, capital

Lastly, the FSC is set to lower some of the entry barriers

requirements for the banking industry will be revised to curb

that keep new businesses out so that sound competition

excessive concentration of capital in mortgage lending.

is fostered among diverse and specialized players in the
financial services sector. The financial authorities also plan

Third, measures will be taken to promote inclusive finance

to announce policy measures involving the facilitation of

and banking. For example, government-funded microloans

mobile payment services, the development of new insurance

and mid-rate loans will be provided to support the

products for driverless vehicles and the use of blockchain

underserved and financially marginalized. Also, the statutory

technology in financial services.

Foreign Exchange Market in 2017
The value of the Korean won strengthened substantially

strength against the Japanese yen and the Chinese yuan.

against the US dollar over the course of 2017 as domestic

It is also noteworthy that the volatility of the KRW/USD

economic conditions improved and geopolitical risks on

exchange rates eased last year. The average gap between

the Korean Peninsula eased. A weakening US dollar, robust

the daily high and low of the exchange rates was KRW 4.4

exports and a tightening of monetary policy by the central

in 2017 compared to KRW 6 in 2016. Moreover, the average

bank also boosted the appreciation of the Korean won. As

daily variation, which indicates the change from the previous

of the end of 2017, the exchange rate of KRW/USD stood at

session’s closing price, decreased to KRW 24 from KRW 35.8

KRW 1,070.5 per USD 1, down 12.8% from late 2016, which

over the same period.

marked the lowest level in 13 years. The won also gained

Trends of Exchange Rates of the Korean Won against Major Currencies (As of Period End)
(Unit: KRW)

2015

2016

KRW/USD

1,172.5

- Average

2017
Annual

Q1

Q2

Q3

Q4

1,207.7

1,070.5

1,118.4

1,144.1

1,145.4

1,070.5

1,131.5

1,160.4

1,130.5

1,152.6

1,130.1

1,132.5

1,104.7

KRW/JPY100

974.1

1,035.3

949.2

1,000.6

1,021.0

1,016.5

949.2

- Average

934.8

1,069.0

1,008.3

1,013.9

1,017.8

1,020.6

978.4

KRW/CNY

177.85

173.05

163.15

162.34

168.95

171.97

163.15

- Average

179.46

174.37

167.43

167.85

164.90

169.74

167.05

(Source: Bank of Korea)
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Korean Electronics Industry's Standing in the World in 2017
In 2017, the Korean electronics industry produced the

produced electronic goods worth USD 682.5 billion and

third largest volume of electronic products in the world.

USD 234.1 billion respectively in 2017. The report noted

Its total production value amounted to USD 121.7 billion

that a steady growth of electronics production is expected

in 2017, representing a 10.3 percent jump from the

in major economies by 2019. Electronics production in the

previous year, according to a report published by the

US, in particular, is projected to soar over the coming years

Korea Electronics Association. This robust growth allowed

due to trade protectionist moves in the country. In terms

Korea to overtake Japan for the first time, becoming the

of market size, Korea ranked fifth globally in 2017 at USD

world’s third-biggest electronics maker after China and

50.5 billion, which was down 1.8 percent from the previous

the US. The Korean electronics industry accounted for 6.8

year. Korea’s market share also contracted marginally to 2.9

percent of the total electronics production worldwide, up

percent from 3.0 percent. China and the US took the first

from 6.6 percent a year before. China has maintained the

and second spots, followed by Japan and Germany.

top position since it beat the US in 2015. China and the US

Top Five Countries by Electronics Production
(Unit: USD million)

China

682,491

US

234,051

Korea

121,717

Japan

116,353

Taiwan

75,368

0

100,000

200,000

300,000

400,000

500,000

600,000

700,000

800,000

(Source: The Yearbook of World Electronics Data 2017)

Top Five Countries by Electronics Market Size
(Unit: USD million)
China

470,800

US

425,232

Japan

128,111

Germany

63,958

Korea

50,517

0

50,000

100,000

150,000

200,000

(Source: The Yearbook of World Electronics Data 2017)

8

250,000

300,000

350,000

400,000

450,000

500,000

Insurance Market
Preliminary Business Results of Insurers in Korea for 2017
Premium Income
Insurers in Korea reported KRW 191.2 trillion in premium

There was a slowdown in the growth of life insurers’ premium

income for 2017, down 2.1 percent from a year earlier,

income from protection policies. Compared to a 7.1 percent

according to the preliminary data released in February

growth in 2016, premiums for protection life insurance

2018 by the Financial Supervisory Service (FSS). The

increased by 3.1 percent to KRW 40.6 trillion. Life insurance

contraction was driven by a decrease in life insurance

firms continued to focus on selling protection products

premium volume amid the ongoing trend of falling sales

in preparation for IFRS 17, which will come into effect in

of savings life insurance and retirement annuity plans.

January 2021. Under the new standard, insurance liabilities

Life insurance premiums diminished by 4.9 percent to

will be calculated as the present value of future cash flows,

KRW 113.9 trillion year over year, with savings insurance

and the use of current interest rates to discount the insurance

premiums down 12.3 percent. Life insurers also reported a

liabilities will pressure the reported capitalization of insurers.

drop in their premium income from retirement annuities

The pressure will be more significant for insurers that have a

by 4.5 percent.

large book of negative spread in-force savings policies.
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Premium Income
(Unit: KRW billion)

2016

2017

Change (%)

119,811.2

113,940.3

-4.9

- Protection Insurance

39,336.4

40,561.4

3.1

- Savings Insurance

44,343.5

38,870.6

-12.3

- Retirement Annuity etc.

36,131.3

34,508.3

-4.5

75,475.8

77,307.1

2.4

9,066.7

9,501.4

4.8

- Motor Insurance

15,623.0

16,055.4

2.8

- Long-Term Insurance

50,786.1

51,750.3

1.9

195,287.0

191,247.4

-2.1

Life Insurers

Non-Life Insurers
- General P&C Insurance

Total
(Source: Financial Supervisory Service)

Non-life premium income grew by 2.4 percent to KRW

rose by 2.8 percent to KRW 16.1 trillion. There was a 1.9

77.3 trillion, backed by a 4.8 percent increase in general

percent increase in long-term insurance premiums, which

property and casualty (P&C) insurance premiums. The

were worth KRW 51.8 trillion, or 67 percent of the total

motor insurance sector also supported the overall growth

non-life insurance market.

of the non-life insurance market as its premium income

Net Income
The insurance industry in Korea reported robust net

losses. Although they continued to suffer underwriting

income results for 2017 - a 33 percent growth year over

losses, their investment operations remained strong amid

year to KRW 7.8 trillion - due to the combination of

a bullish stock market and interest rate hikes, allowing

higher investment income and reduced underwriting

them to stay in the black.

Net Income
(Unit: KRW billion)

2016

2017

Change (%)

Life Insurers

2,420.7

3,954.3

63.4

Non-Life Insurers

3,469.2

3,878.0

11.8

Total

5,889.9

7,832.3

33.0

(Source: Financial Supervisory Service)
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Life insurers saw their net income jump by 63.4 percent

KRW 22 trillion. Their underwriting losses also shrank, and

year on year to close to KRW 4 trillion, driven by a rise in

a rise in interest rates helped ease a squeeze in the spread

investment income. Interest and dividend income boosted

between the net investment yield and the guaranteed

their investment profit by 3.1 percent to approximately

interest rates.

Non-life insurers recorded a 11.8 percent increase in

in motor insurance loss ratios. Rising interest rates also

net income to over KRW 3.8 trillion. Their underwriting

helped boost their investment profit, which was up 6.5

losses diminished thanks to the continued improvement

percent year on year to KRW 7.2 trillion.

Profitability and Financial Status
In 2017, the return on assets (ROA) ratio of the Korean

with an ROA of 1.47 percent and an ROE of 11.46 percent.

insurance industry improved by 0.14 percentage point

Low profitability continued to present challenges to life

to 0.73 percent, while the return on equity (ROE) ratio

insurers as they were struggling with underwriting losses

was up 1.46 percentage point to 7.61 percent. Non-life

as well as a decline in premium income.

insurers reported higher profitability than life insurers,

ROA and ROE
(Unit: %)

ROA

ROE

2016

2017

Change (%p)

Life Insurers

0.32

0.49

0.17

Non-Life Insurers

1.45

1.47

0.02

Total

0.59

0.73

0.14

Life Insurers

3.73

5.73

2.00

Non-Life Insurers

11.21

11.46

0.25

Total

6.15

7.61

1.46

(Source: Financial Supervisory Service)

As of the end of 2017, insurers’ total assets grew by

833 trillion from life insurance and KRW 277 trillion from

7.3 percent year on year to KRW 1,110 trillion. Non-life

non-life insurance. The total shareholders’ equity of the

insurers recorded a higher growth rate of 9.9 percent

insurance industry soared by 9.5 percent to KRW 107.5

compared to life insurers, which saw their assets increase

trillion on the back of strong net income results for the

by 6.5 percent. The total assets were made up of KRW

year.

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

Total Assets

2016

2017

Life Insurers

782,149.1

832,987.1

6.5

Non-Life Insurers

252,005.3

276,973.1

9.9

1,034,154.4

1,109,960.2

7.3

Life Insurers

65,762.3

72,289.2

9.9

Non-Life Insurers

32,459.8

35,234.2

8.5

Total

98,222.1

107,523.4

9.5

Total

Shareholders’ Equity

Change (%)

(Source: Financial Supervisory Service)
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Insurance Regulatory Changes in 2018
There are several regulatory changes that insurers in

new regulation, an insurer can recoup from the faulty driver

Korea will see and address in 2018. Here’s a round-up of

up to KRW 3 million per case for a bodily injury claim and

the four key changes:

up to KRW 1 million per case for a property damage claim
when the claim involves a hit-and-run car accident. If both

1. Electronic Signatures

bodily injury and property damage result from the accident,

When taking out a life insurance policy on someone else, an

the insurance company can recover a maximum of KRW 4

applicant will be allowed to obtain consent from the insured

million from the responsible party.

via an electronic signature in accordance with amendments
to the Commercial Act. This will also be the case for a group

3. Greater Insurance Coverage for the Automobile

insurance plan. Currently, in the case of an applicant being the

Assigned Risk Plan

insured, electronic signatures are recognized as valid and legally

The coverage scope of the automobile assigned risk plan

binding, but a written consent by the insured is required for a

has been expanded to include the damage to the driver’s

life policy taken out by another to be valid, which causes some

own vehicle and bodily injury in addition to liability for

inconvenience to the parties to the contract of insurance. As

third party’s property damage and bodily injury. The

the use of electronic signatures has become widely adopted in

plan is designed to make it possible for high-risk drivers

commerce, the relevant law has been amended to recognize

or those who have difficulty finding car insurance in

electronic signatures as valid and binding for all insurance

the voluntary insurance market to obtain the required

contracts. In step with the legislative change, which is to

insurance coverage.

become effective on November 1 of 2018, insurance firms are
introducing or rebuilding their electronic signature system.

4. Insurance Advertising
As part of measures to strengthen the protection of

2. Motor Insurance Subrogation for Hit-and-Run Claims

insurance consumers, the Financial Services Commission

An amendment to the Guarantee of Automobile Accident

will require insurers to improve the way they provide

Compensation Act will allow insurance companies to seek

or display important information on the product being

to recover costs for hit-and-run insurance claims from the

promoted in their TV advertisements. This requirement

driver at fault. Subrogation is currently available for insurance

aims to ensure a truthful and easy-to-understand

claims involving driving under the influence of alcohol or

disclosure to the public of all material information in the

operating a car without a valid driver’s license. Under the

advertising of insurance products.

Issuance of Insurance Product Patents in 2017
The number of insurance product patents issued in 2017 hit

A total of 33 insurance product patents were granted in 2017,

an all-time high of 33, twice as many as in the previous year.

breaking the previous record of 15 that was made in 2016,

This jump in the issuance of what is called the exclusive right

according to the Korea Life Insurance Association and the

of use was driven by the deregulatory move the government

General Insurance Association of Korea. The number of patent

took in 2015 - the change of the product filing requirement

applications also nearly doubled from 20 to 39. Product

from prior approval to filing after the launch of a new product.

innovations were particularly active in the life insurance

Insurance companies are also increasingly faced with the

industry, with the number of life insurance patents issued

need to develop new products to readjust their product

reaching 21 out of 25 applications.

portfolios in preparation for the implementation of IFRS 17.
12

Number of Insurance Product Patents Issued over the Last Five Years
35

Life Insurance

30

Non-Life Insurance

33

Total

25

21

20
15

15
10
5
0

9

7

9

7
4

1

2013

4

3

2014

5

8

12

7

2015

2016

2017

(Sources: Korea Life Insurance Association, General Insurance Association of Korea)

The exclusive right of use allows insurers to keep their

landlords or personal mobility device users. For instance,

innovative new products from being copied by their

an insurer developed insurance coverage against five

competitors for up to one year. The maximum duration of

major types of bone fractures and other injuries that are

patent protection was extended from six months to one year

common among farmers. There is also an insurance product

in 2016. It encourages product development innovations in

specifically for users of personal mobility devices such as

the insurance industry and rewards insurers that create new

electric scooters and hoverboards. It offers them protection

and unique products by barring other insurance carriers

against bodily injuries, permanent disablement, death or

from selling the patented products for the specified period

liability to a third party due to an accident while riding a

of time.

personal mobility device. Another example includes an
insurance policy that covers a rental property landlord for

Most of the patented insurance products are designed to

the loss of rental income due to the tenant’s suicide or lonely

provide covers for specific groups of people such as farmers,

death.

Trends of Insurance Product Patents Issued
2013

2014

2015

2016

2017

No. of Patent Applications

9

7

12

20

39

No. of Patents Issued

8

7

9

15

33

(Sources: Korea Life Insurance Association, General Insurance Association of Korea)

Insurance industry’s Total Assets Exceeding KRW 1,000 trillion
The total assets of the Korean insurance industry surpassed

from KRW 500 trillion in 2010 and KRW 200 trillion in 2003.

KRW 1,000 trillion as of the end of 2016, representing a
twofold increase from 2010. The assets of local life insurers

It is noteworthy that the asset growth rate has been higher

and non-life insurers amounted to KRW 782 trillion and KRW

for non-life insurance than life insurance over the past ten

252 trillion respectively, bringing the total to KRW 1,034

years except in 2012. As a result, the gap between life and

trillion. Since it hit the KRW 100 trillion mark in 1997, the asset

non-life insurance assets decreased from 83 vs 17 in 2006 to

size of the industry has risen steadily to over KRW 1,000 trillion

76 vs 24 in 2016.
13
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Market concentration remained high, although the level of

down from 72.3 percent in 2006. The non-life insurance

concentration in the life insurance market decreased from

sector saw its market concentration level remaining mostly

ten years earlier. The biggest three life insurers accounted

the same over the same period. Two thirds of the total assets

for 56.1 percent of the total assets of 21 life insurers in 2016,

came from the largest four players as of late 2016.

Trends of Total Assets of the Insurance Industry
(Unit: KRW trillion)

1,200
Life Insurance

Non-Life Insurance

Total
862

800

726

600
400
200
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Insurance Market Concentration by Asset Size
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Demand for Cyber Insurance to Increase
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The cyber insurance market in Korea is set to grow significantly

communications service providers to buy cyber liability insurance

as legislative efforts are underway to require providers of

amid the growing risk of data breaches, network security failures

information and communications services to obtain liability

or other cyber security incidents. When the amendment is

insurance coverage against data breach incidents. Lawmakers

enacted, approximately 20,000 companies in Korea will be

are currently working on a bill to amend the Act on Promotion

subject to the mandatory insurance requirement. As a result, the

of Information and Communications Network Utilization and

size of the domestic cyber insurance market is likely to increase

Information Protection to mandate mobile carriers and other

from the current KRW 30 billion to over KRW 70 billion.

In addition to the legal requirement to purchase cyber

that deal with large volumes of personal data such as retail,

liability insurance, the trends of technological development

healthcare and financial services may find it essential to

are also boosting demand for cyber coverage. Such trends

have cyber insurance cover to manage data protection risks

include the use of autonomous vehicles, sophisticated

effectively. Rising demand for business interruption coverage

automatic production processes, the Internet of Things and

will also help fuel the growth of the cyber insurance market.

artificial intelligence. Demand growth will be driven by the

Businesses that rely on digitalized operational processes such

increasing perils posed by greater interconnectivity. Not

as manufacturers, logistics and transport service providers are

only telecommunications carriers but also other sectors

increasingly interested in purchasing cyber insurance.

Cyber Insurance Market in Korea
(Unit: KRW billion)
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(Source: Money Today, estimates by the insurance industry)

Cyber insurance generally covers first-party and third-party

without cyber insurance coverage may face a significant

losses from cyber security incidents. Specifically, cyber

threat to their financial stability when they experience a

liability insurance indemnifies companies for losses to their

cybersecurity incident. As of 2016, the cyber insurance take-

clients or other third-parties arising from cyber security

up rate in Korea remained very low compared to the global

breaches or similar events. As the costs of dealing with a

average in spite of a rising number of data breach incidents

large-scale data breach can be overwhelming, businesses

in the country.

Strong M&A Activities Expected in the Korean Insurance Industry in 2018
Vibrancy is returning to the mergers and acquisitions

value of their liabilities and bring down their regulatory

(M&A) landscape of the Korean insurance industry in 2018

RBC ratio. They will be forced to bolster their capital

as some large financial groups are seeking insurance M&A

resources through bond issuance or M&A deals.

deals as part of their growth strategy. Among the financial
groups interested in taking over insurance businesses are

Potential M&A targets on the market are ING Life Korea

KB Financial, Shinhan Financial and Hana Financial.

and KDB Life. As the right to use the ING brand expires
in 2018, MBK Partners, the largest shareholder of ING

The introduction of IFRS 17 is also likely to spark a wave

Life Korea, is likely to speed up the process of selling the

of insurance M&A deals. Smaller insurance companies will

life insurer. Korea Development Bank (KDB) is still on the

be pressured to increase their capitalization as the new

lookout for the right buyer after three failed attempts to

accounting standards require insurance liabilities to be

sell its life insurance unit, which first went up for sale in

valued at current interest rates, which would increase the

2014.
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Korean Re News
Korean Re to Set up a Subsidiary in Switzerland by June 2019
Korean Re announced its plans early January 2018 to

London through a collaborative partnership with Beazley

establish a subsidiary in Switzerland by June 2019 with the

plc. Given the uncertainty surrounding Brexit and a potential

aim of growing its business in the European market. The

decline of the London insurance market as the international

company expects the volume of its European business to

insurance hub, Korean Re will rely on the Swiss entity to

increase from the current USD 200 million to over USD 300

continue with its business expansion strategy in Europe and

million by 2025. Europe is the second largest insurance

to ensure continuity for its EU business after Brexit.

market in the world, after North America, with a global
market share of around 30 percent. Switzerland, in particular,
is at the center of the European reinsurance industry, with 59
reinsurers from across the world operating in the country.

Korean Re has focused on global business expansion to
explore new market opportunities. It recently opened two
branches on the Malaysian federal territory of Labuan and
in Dubai, the UAE, which started operation in July 2017 and

The new entity in Switzerland will be Korean Re’s second

January 2018 respectively. In China, Korean Re is awaiting

base in Europe following the one established at Lloyd’s of

license approval for its Shanghai branch from the China

London in the UK in 2015. The company entered the Lloyd’s

Insurance Regulatory Commission.

market by establishing Korean Re Underwriting Ltd. in

Korean Re's Global Presence
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Korean Re’s Preliminary Business Results for 2017
Korean Re delivered strong underwriting results for 2017

as US liability and Chinese property in order to improve

despite a series of large loss events in the second half of

overall profitability.

the year. Its underwriting income surged by 59 percent to
KRW 82 billion, the second highest in record, on the back of

Net income for the year, however, decreased by 2 percent

strict underwriting discipline and portfolio readjustment.

to KRW 133 billion due to weaker investment results. A

The combined ratio improved to 98.3 percent from 98.8

strong Korean won also had a negative impact on the

percent. Domestic commercial lines posted a particularly

company’s bottom-line. Large natural catastrophes such

robust combined ratio of 90.6 percent compared to the

as Hurricanes Harvey, Irma and Maria (HIM) eroded net

previous year’s 93.1 percent. In the overseas market,

income by KRW 48.6 billion. The company sustained KRW

Korean Re increased its business in profitable markets and

47.6 billion in losses from HIM, and KRW 16.5 billion in

reduced participation in poorly performing treaties such

losses from Typhoon Hato in Hong Kong.

Korean Re’s Preliminary Business Results for 2017
(Unit: KRW billion)

2016

2017

Gross Written Premiums

6,661.2

7,185.5

7.9%

Net Written Premiums

4,677.6

5,002.2

6.9%

Underwriting Income

51.6

82.0

59.0%

98.8%

98.3%

-0.5%p

Combined Ratio

Change

Investment Income

155.5

132.9

-14.5%

Net Income

162.5

133.0

-18.2%

2,114.9

2,167.5

2.5%

Shareholders’ Equity
Return on Equity

8.2%

6.4%

-1.8%p

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

In terms of gross written premiums, Korean Re reported a 7.9

commercial business grew by 2 percent, and the main drivers

percent increase to KRW 7,185.5 billion for 2017 compared

of growth were the expansion of the mobile phone insurance

to the prior year’s 4.7 percent growth. Domestic business

market and new business of satellite and offshore wind

continued to perform robustly, with premiums from domestic

power risks. Overseas business also showed an improvement

personal lines rising by 9.5 percent year over year due to

in growth to 12.9 percent in 2017 from 6.9 percent in 2016, as

the effect of a rise in primary long-term insurance rates

the company increased its facultative business and focused

and increased writings of profitable life business. Domestic

on profitable business in the developed markets.
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Breakdown of Gross Written Premiums
(Unit: KRW billion)
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Korean Re New Year’s Concert in 2018
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Korean Re held its annual event to celebrate the new

Constantin Trinks conducted the Seoul Philharmonic

year in downtown Seoul on January 18th, 2018. All the

Orchestra, with Soprano Vittoria Yeo and Tenor Yosep

employees and their families were invited to a dinner

Kang taking turns to put their brilliant talents into a

party, followed by the New Year’s Concert at the Sejong

selection of beautiful opera songs. Those songs included

Center for the Performing Arts. CEO Won expressed his

“La donna è mobile” - one of the best-known songs from

appreciation for the hard work and support they had

Verdi's Rigoletto, “Ah! Lêvetoi” from Gounod’s Roméo et

shown over the past year and also welcomed newcomers

Juliette and “O mio babbino caro” from Puccini’s Gianni

who joined the company recently.
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Disclaimer
Although utmost care has been taken to ensure the accuracy and reliability of the information used in this publication,
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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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