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Korean Economy
Economic Growth Outlook Update for 2018
A set of challenges such as sluggish job growth and weak

relationship could further boost consumer spending. Yet

investment spending may set the economy back over

the increasing burden of household debt payments and a

the course of 2018. The bank of Korea has cut its forecast

delayed improvement in job market conditions could limit

of gross domestic product (GDP) growth for this year

a pick-up in consumer confidence.

considering increased economic uncertainties at home and
abroad such as rising global trade tensions and a slump in

Equipment investment growth is projected to slow down

equipment investment. According to the central bank, the

more sharply than expected to 1.2 percent in 2018 versus

nation’s GDP is now expected to expand by 2.9 percent, a

an earlier forecast of 2.9 percent. The IT sector is causing

marginally slower pace than its earlier estimate of 3 percent

the drastic downturn in overall equipment investment

made in April.

due partly to a high base effect, and this slowdown trend
is likely to continue into the coming year. However, non-

Consumer spending is expected to grow moderately

IT sectors will show modest growth in their investment

backed by the government’s stimulus measures and solid

spending, including some fresh investments in new and

consumer confidence. The growth forecast for private

eco-friendly technologies by the communications, motor,

consumption remains the same at 2.7 percent as the April

and petrochemical sectors.

estimate. A significant improvement in the inter-Korean
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Construction investment is expected to shrink by 0.5

policy to support job creation will help boost job market

percent in 2018 compared to an April estimate of -0.2

growth.

percent. The strong pace of expansion in construction
investment over the past several years has obviously

The BOK expects consumer price inflation to remain

come to an end. The housing sector, in particular, is

subdued at 1.6 percent in 2018, down from 1.9 percent in

slowing down rapidly amid excessive supply of new

2017. The core inflation rate, which strips out volatile food

apartment units. The non-residential sector is also

and energy prices, is projected at 1.4 percent. Upward

experiencing a decrease in construction starts, and

pressure on inflation arises from international oil price

a cut in government spending on infrastructure is

hikes and a weakening won, which may drive up import

expected to render civil engineering works sluggish.

prices across the board. An increase in oil production
and the resulting brake on rising oil prices may create

Around 180,000 new jobs are projected to be created

downward pressure on inflation.

in 2018, down from 320,000 in the previous year and
from a previous estimate of 260,000. Hikes in statutory

The nation’s current account surplus is anticipated to

minimum wage are one of the major factors that affect

diminish further to USD 65 billion in 2018, compared to

job market growth adversely. In spite of a slumping

USD 78.5 billion in 2017 and a previous forecast of USD

construction sector, the unemployment rate is expected

70.5 billion. Global economic recovery will help expand

to remain at 3.8 percent, while the employment rate is

Korea’s exports, leading to an overall positive balance

projected at 60.9 percent. Employment conditions in the

in the merchandise account. Meanwhile, the nation’s

manufacturing industry will likely put a drag on overall

service account deficit is likely to widen due to a sluggish

job creation as some sectors including automobile

transportation service sector, although the balance of

manufacturing remain sluggish or face restructuring. In

payments in the travel account is expected to improve

the service sector, on the other hand, the government’s

amid a growing number of incoming tourists.

Key Economic Indicators
(Unit: %)

2017

H1

H2

Annual

Real GDP

3.1

2.9

2.8

2.9

Consumer Spending

2.6

3.1

2.2

2.7

Equipment Investment

14.6

1.8

0.6

1.2

Construction Investment

7.6

0.7

-1.5

-0.5

Unemployment Rate

3.7

4.1

3.5

3.8

Current Account Surplus (USD billion)

78.5

28.5

36.5

65.0

Merchandise Exports

3.8

3.0

4.0

3.5

Merchandise Imports

7.4

2.5

3.4

3.0

Consumer Price Inflation

1.9

1.4

1.8

1.6

(Source: Bank of Korea)
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Economic Growth in the Second Quarter of 2018
Korea’s gross domestic product (GDP) expanded year

mostly in line with expectations, but the quarter-on-

on year by 2.9 percent in the second quarter of 2018 as

quarter growth rate dropped to 0.7 percent for the April

robust export growth helped offset a slower increase in

- June period from 1.0 percent for the previous three-

consumer and government spending. This figure was

month period due to a rapid fall in equipment investment.

Trends of Quarterly Economic Growth
(Unit: %)

2016

2017

2018

Q1

Q2

Q3

Q4

Q1

Q2

Q3

Q4

Q1

Q2

Real GDP

0.6
(3.0)

0.8
(3.5)

0.4
(2.7)

0.7
(2.6)

1.0
(2.9)

0.6
(2.8)

1.4
(3.8)

-0.2
(2.8)

1.0
(2.8)

Consumer Spending

-0.2

0.8

0.5

0.3

0.5

1.0

0.8

1.0

0.7

Government Spending

1.7

0.6

0.7

0.5

0.6

1.2

1.9

0.5

2.2

Construction Investment

5.6

3.2

2.2

1.0

4.2

0.9

1.1

-2.3

1.8

Equipment Investment

-7.1

2.7

1.6

6.5

4.5

4.3

0.2

-0.7

3.4

Intellectual Property Investment

0.9

1.5

0.7

0.7

0.3

0.5

1.5

1.1

0.3

Exports

-0.2

0.8

1.4

-0.6

2.1

-2.7

5.6

-5.3

4.4

Imports

-1.3

2.3

2.4

0.1

4.9

-1.0

3.2

-2.9

4.9

0.7
(2.9)
0.3
(2.8)
0.3
(4.8)
-1.3
(-0.7)
-6.6
(-3.9)
-0.7
(2.2)
0.8
(5.2)
-2.6
(2.4)

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

The second quarter of 2018 saw a 0.8 percent rise in exports,

quarter. Consumer spending growth seems to have lost

which account for about 43 percent of GDP, backed by an

momentum following the end of the Winter Olympics in

increase in outbound shipments of semiconductors, coal and

PyeongChang, which helped boost consumption in the

petroleum products. Year-on-year export growth remained

first quarter of the year.

strong at 5.2 percent, but slower quarterly growth raised
concerns over the outlook for export performance in the

Construction investment fell by 1.3 percent as spending

second half of the year. Meanwhile, imports contracted

on residential construction and civil works declined.

by 2.6 percent compared with the previous quarter as

Investment spending on plants and equipment dropped

inbound shipments of machinery and transportation

sharply by 6.6 percent, recording the lowest level since

equipment declined.

a 7.1 percent decline in the first quarter of 2016, due to
diminishing investment in manufacturing machines for

Domestically, both private and government spending

memory chips and display panels.

growth slowed to a pace of 0.3 percent each quarter on

5
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Foreign Exchange Reserves as of July 2018
In July 2018, Korea’s foreign exchange reserves hit a

currencies. About 93 percent of the country’s foreign

record high of USD 402 billion, up USD 2 billion from

exchange reserves are securities worth USD 374.9 billion,

a month earlier. It was the biggest monthly rise since

with deposits and SDR1)s amounting to USD 17.27 billion

January 2018 when there was an increase of USD 6.49

and USD 3.55 billion respectively. As of the end of June

billion. The reserves have been increasing for the past

2018, Korea ranked ninth in the world in terms of the

five months in a row, backed by increased investment

value of foreign exchange reserve holdings, following

gains on foreign securities. Another driving force behind

India (8th), Hong Kong (7th) and Russia (6th). China held

the increase has been a weak U.S. dollar, which boosted

the biggest foreign exchange reserves of USD 3,112.1

the USD value of foreign assets denominated in non-USD

billion.

Trends of Korea’s Foreign Exchange Reserves
(Unit: USD billion)

As of Period End

2014

2015

2016

2017

Foreign Reserves

363.59

367.96

371.10

- Securities

341.67

345.24

- Deposits

11.93

- SDRs

2018
June

July

Monthly hange

389.27

400.30

402.45

2.15

343.33

358.83

367.91

374.91

7.00

13.27

18.37

20.65

22.42

17.27

-5.15

3.28

3.24

2.88

3.37

3.26

3.55

0.29

- IMF Position

1.92

1.41

1.73

1.62

1.91

1.92

0.01

- Gold

4.79

4.79

4.79

4.79

4.79

4.79

0.00

*Individual figures may not add up to the total shown due to rounding.
(Source: Bank of Korea)

Foreign Exchange Reserves by Jurisdiction (as of the end of June 2018)
(Unit: USD billion)

Rank

Jurisdiction

Foreign Reserves

Rank

Jurisdiction

Foreign Reserves

1

China

3,112.1

6

Russia

456.7

2

Japan

1,258.7

7

Hong Kong

431.9

3

Switzerland

800.5

8

India

405.7

4

Saudi Arabia

506.4

9

Korea

400.3

5

Taiwan

457.1

10

Brazil

379.5

(Source: Bank of Korea)

1) Special Drawing Rights
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Korea’s Exports to China in the First Half of 2018
Korea’s exports to China surged in the first six months of

of exports to the U.S., Japan and the EU (26.3 percent).

2018 amid escalating trade tensions between the United

When Hong Kong is included, Greater China accounts for

States and China. The first half of this year saw a 21.1

as much as 34 percent of the total. In the second quarter

percent jump in Korean exports to China compared to

of the year, exports to China shot up by 27.7 percent

the same period of last year. The portion of exports to

year on year, recording double digit growth for the four

China soared to a record high of 26.7 percent out of the

consecutive quarters.

nation’s total exports, which is above the combined share

Growth Trend of Korea's Exports to China
30.0%

27.7%

25.0%
20.0%
15.0%
10.0%

15.5%

16.3%

Q3 2017

Q4 2017

14.8%

7.4%

5.0%
0.0%

Q2 2017

Q1 2018

Q2 2018

(Source: Korea Center for International Finance)

A low base effect was one of the reasons Korea’s exports

of semiconductors soared by 57.7 percent year on year

to China picked up in the January – June period of 2018

due to growing demand, while there was a 23.7 percent

following slips for two years since 2015. Another driver

rise in exports of petrochemicals, supported by rising oil

was strong export performance in the semiconductor

prices. These two sectors collectively take up 47.3 percent

and petrochemical sectors. The recent growth was

of the nation’s total exports to China compared to 42.1

led by rapid increases in outbound shipments of

percent a year earlier.

semiconductors and petrochemicals to China. Exports

Korea’s Outstanding Innovation Performance
An annual European Commission report on innovation

highest score, which is almost 24 percent above the

ranks South Korea as the most innovative country in

performance score of the EU. The country outperforms

the world, followed by Canada, Australia and Japan. The

EU countries in many areas including R&D expenditure in

country has stayed at the top position for six consecutive

the business sector, trademark applications and design

years. Based on an annual statistical analysis of 46

applications. It remains relatively weak in the areas of

countries, the report titled “2018 European Innovation

knowledge-intensive services exports and innovative

Scoreboard (EIS)” shows that South Korea receives the

small-and-medium enterprises collaborating with others.
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Innovation Performance by Jurisdiction
South Korea

129

Canada

123

Australia

117

Japan

107

US

105

EU

105

China

79

Brazil

56

South Africa

52

Russia

51

India

44

0

20

40

60

80

100

120

140

(Sources: Ministry of Strategy and Finance, 2018 European Innovation Scoreboard)

The EIS repor t annually provides a comparative

China, Brazil and South Africa. The evaluation is based

assessment of research and innovation performance,

on 27 indicators and ten innovation dimensions in four

showing the relative strengths and weaknesses of

main categories – framework conditions, investments,

national research and innovation systems. It evaluates

innovation activities and impacts. The European

28 EU members and eight countries near the EU, such

Commission suggests that countries need to perform

as Iceland, Norway and Switzerland, as well as ten other

well across all dimensions to achieve a high level of

jurisdictions including South Korea, the United States,

innovation.

European Innovation Scoreboard : Dimensions and Indicators
Framework Conditions

Investments

Human Resources
- New doctorate graduates
- Population aged 25-34 with
tertiary education
- Lifelong learning

Finance and Support
- R&D expenditure in the
public sector
- Venture capital
expenditures

Attractive Research Systems
- International scientific
co-publications
- Top 10% most cited
publications
- Foreign doctorate students

Firm Investments
- R&D expenditure in the
business sector
- Non-R&D innovation
expenditures
- Enterprises providing
training to develop or
upgrade ICT skills of their
personnel

Innovation-Friendly
Environment
- Broadband penetration
- Opportunity-driven
entrepreneurship

(Source: 2018 European Innovation Scoreboard)
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Innovation Activities

Impacts

Innovators
- SMEs with product or process
innovations
- SMEs with marketing or
organizational innovations
- SMEs innovation in-house

Employment Impacts
- Employment in knowledgeintensive activities
- Employment fast-growing
enterprises of innovative
sectors

Linkages
- Innovative SMEs collaborating
with others
- Public-private co-publications
- Private co-funding of public
R&D expenditures

Sales Impacts
- Medium and high tech
product exports
- Knowledge-intensive
services exports
- Sales of new-to-market
and new-to-firm product
innovations

Intellectual Assets
- PCT patent applications
- Trademark applications
- Design applications

Insurance Market
Insurance Market Outlook Update for 2018
The Korean insurance market is expected to contract

to decrease by 1.9 percent year on year to KRW 198.5

further in 2018 amid slowing economic growth and

trillion in 2018. Both the non-life and life markets are

decreasing sales of savings insurance. Following a 1

slowing down, with a mature life sector particularly

percent decline in 2017, premium income is projected

weighing on overall premium growth.

Trends of Korean Insurance Market Growth
(Units: KRW trillion, %)

2016

2017

2018 (F)

Premium
Income

Growth
Rate

Premium
Income

Growth
Rate

Premium
Income

Revised
Projection

Initial
Projection

Life Insurance

119.8

2.2

114.0

-4.9

107.5

-5.7

0.3

Non-Life Insurance

84.5

5.3

88.3

4.5

91.0

3.0

2.5

Total

204.3

3.5

202.3

-1.0

198.5

-1.9

1.2

(Source: Korea Insurance Research Institute)

The contraction of the life insurance market is

insurers remain less compelled to sell savings policies

deepening due to weakening sales of both protection

as IFRS 17 requires them to separate distinct investment

and savings policies. Life premiums are expected

components from the host insurance contract and

to decline by 5.7 percent to KRW 107.5 trillion in

to exclude those investment components from their

2018, reflecting a sharp decrease in general savings

insurance revenues. Reduced tax benefits on savings

premiums. Despite rises in credited interest rates, life

insurance also make it less attractive to consumers.

9

Bulletin | 02 Insurance Market

The growth of protection policies is slowing down due

expectancy may create demand for new types of life and

to slackening demand for whole life insurance. Premium

health insurance products such as insurance plans that

income from protection policies is projected to increase

reward the insured for improving their health.

by 1.4 percent in 2018 as life insurance companies are
seeking to sell more protection products such as long-

The retirement annuity market continues to grow with

term healthcare and critical illness policies, instead of

more baby boomers retiring, but life insurers will likely

savings products. Given the maturity of the whole life

experience only a limited growth in their retirement

market, however, they would hardly expect a rapid

annuity business due to increased competition among

growth in premium income. The government’s plan

annuity providers from different financial industries.

to expand national healthcare insurance coverage

Their premium income from retirement annuities is

may reduce demand for protection products offered

expected to grow by 2.7 percent this year.

by private insurers. On the other hand, increasing life

Life Insurance Market Growth Trends by Line of Business
(Units: KRW billion, %)

2016

2017

2018 (F)

Line of Business

Premium
Income

Growth
Rate

Premium
Income

Protection

40,289.4

6.6

41,759.2

3.6

42,351.8

1.4

2.8

Savings

62,034.8

-4.5

56,543.0

-8.9

49,037.4

-13.3

-3.0

Retirement Annuity

16,725.2

22.1

14,906.4

-10.9

15,312.7

2.7

5.3

761.9

-1.5

764.9

0.4

759.8

-0.7

-0.8

119,811.2

2.2

113,973.5

-4.9

107,461.6

-5.7

0.3

Others
Total

Growth
Rate

Premium
Income

Revised
Projection

Initial
Projection

*Individual figures may not add up to the total shown due to rounding.
(Source: Korea Insurance Research Institute)

Non-life premiums are projected to grow by 3.0 percent

solvency regulations on insurers. However, steady

to KRW 91 trillion in 2018. By line of business, general

demand for long-term accident and disease coverage is

property and casualty (P&C) insurance is expected to

expected to bolster the overall market, with long-term

grow by 7.2 percent, backed by guarantee, liability and

insurance premiums forecast to grow by 2.3 percent in

accident lines of business. The motor insurance market

2018.

keeps slowing down due to the expansion of lower-priced
online motor insurance and a decrease in the number of

The expansion of mandatory insurance such as disaster

car registrations. Intensifying price competition among

liability insurance is also driving the growth of the

insurers is also affecting premium growth negatively.

general P&C insurance market. However, a decrease in
government budget for social infrastructure development

10

Non-life insurers are also suffering a fall in savings

may adversely affect construction investment, leading to

insurance premiums, causing their long-term lines

a drop in surety bond premiums. A contraction in non-life

of business to slow down. The decline is being driven

savings insurance and annuity plans is set to continue

by stagnant household income growth, reduced tax

into 2018 due to stagnant household income growth

incentives for savings insurance and strengthened

and reduced tax benefits for those products.

Non-Life Insurance Market Growth Trends by Line of Business
(Units: KRW billion, %)

2016

2017

2018 (F)

Line of Business

Premium
Income

Growth
Rate

Premium
Income

Growth
Rate

Premium
Income

Revised
Projection

Initial
Projection

Long-Term

47,772.7

2.6

49,088.0

2.8

50,214.6

2.3

2.1

Annuity

11,816.0

13.7

13,476.4

14.1

14,260.8

5.8

1.8

Motor

16,405.3

9.4

16,857.3

2.8

16,975.8

0.7

3.2

General P&C

8,503.2

2.6

8,911.7

4.8

9,549.9

7.2

4.5

Total

84,497.2

5.3

88,333.4

4.5

91,001.1

3.0

2.5

(Source: Korea Insurance Research Institute)

Business Results of Insurers in Korea for the First Quarter of 2018
Life Insurance
For the first quarter of 2018, life insurance companies in

business shows that savings insurance accounted for 40.5

Korea reported KRW 26.1 trillion in premium income, down

percent (KRW 1,058.7 billion) of the total new business

8.7 percent from a year earlier, according to the Financial

premiums for the first quarter of 2018, compared to

Supervisory Service (FSS). New business premiums fell

64.4 percent in the first quarter of the previous year.

by 37.6 percent to KRW 2.6 trillion for the first three

Life insurers have been encouraged to readjust their

months of the year as sales decreased in most lines of life

business portfolios in a way to reduce the portion of

insurance except for variable life products. Although new

savings policies due to the adoption of the International

business premiums have been on the decline since 2016,

Financial Reporting Standard (IFRS) 17 scheduled for

new business counts have remained steady at around 5.1

2021. The implementation of IFRS 17 will pressure them

million because sales of savings policies, whose premiums

in terms of capitalization as they will be required to

are relatively high, have been down while there has

measure their insurance liabilities at current interest

been an increase in new business for protection-type life

rate values and set aside higher levels of reserves.

insurance, which is smaller in premiums.

Diminished tax benefits and sales commission for
savings insurance also contributed to the reduction in

A breakdown of new business premiums by line of

sales of such products.

Life Premium Income

New Business Counts

(Unit: KRW trillion)

30
29
28
27
26
25
24
23
22
21
20

(Unit: thousand)

5,200

5,194
5,175

28.6

5,150
26.1

5,100
5,050

Q1 2017

Q1 2018

5,000

Q1 2017

Q1 2018

(Source: Financial Supervisory Service)
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New business premiums for protection-type products

in single-premium policies. Meanwhile, new business

dropped by 22 percent year on year to KRW 350.2 billion

premiums for retirement annuities declined by 6.3

because the saturation of the whole life insurance

percent to KRW 463.7 billion. The portions of variable

market and increased competition in the health

insurance and retirement annuities were 28.4 percent

insurance sector led to the decline in sales. However,

and 17.7 percent respectively.

their share rose to 13.4 percent from 10.7 percent as
savings insurance sales dipped more sharply.

By distribution channel, bancassurance remained the
biggest channel, making up 54.4 percent of the total

Variable insurance sales were up by 35.9 percent to

new business premiums, followed by individual agents

KRW 741.2 billion in new business premiums thanks to a

(22.9 percent), direct marketing (14.8 percent) and

solid performance of the stock market and an increase

agencies (7.1 percent).

New Business Premiums by Line of Business
(Unit: KRW billion)

Q1 2017

Q1 2018

Change (%)

4,187.2

2,613.7

-37.6

449.2

350.2

-22.0

Savings

2,697.6

1,058.7

-60.8

Variable

545.5

741.2

35.9

Retirement Annuity etc.

494.9

463.7

-6.3

Premium Income (General + Special)
- General Account

- Special Account

Protection

*Individual figures may not add up to the total shown due to rounding.
(Source: Financial Supervisory Service)

Non-Life Insurance
Non-life premiums expanded by 1.1 percent to over

percent to KRW 12.6 trillion, supported by protection

KRW 17.6 trillion for the January - March period of

policies. As the sales of savings insurance policies

2018, backed by general property and casualty (P&C)

plunged, new business premiums for long-term insurance

insurance premiums. Sharp increases in personal

dropped by 28.8 percent to KRW 307.1 billion.

accident and casualty businesses led the general P&C
sector to record a 14.6 percent growth in premium

Agencies accounted for the biggest share (46.1 percent)

income to KRW 1,130.4 billion.

of the total premium income, followed by individual
agents (26.8 percent), direct marketing (17.7 percent),

Motor insurance premiums fell by 0.2 percent to KRW

bancassurance (8.0 percent) and brokers (1.2 percent).

3,844.1 billion amid fierce price competition among
insurers following a decrease in loss ratio in 2017. The

The level of market concentration decreased slightly,

contraction in premium income was also attributable

with the combined market share of four largest non-

to the expansion of the online motor insurance market

life insurers dropping by 0.3 percentage point to 70.9

where consumers can obtain cheaper insurance quotes.

percent. They saw their market share increase in general
P&C and motor insurance but decline in long-term

Long-term insurance premiums also increased by 0.4

12

insurance.

Non-Life Premium Income by Line of Business
(Unit: KRW billion)

1)

Premium Income

Q1 2017

Q1 2018

Change (%)

17,416.2

17,607.2

1.1

986.2

1,130.4

14.6

3,852.0

3,844.1

- 0.2

12,578.0

12,632.7

0.4

- General P&C
- Motor
- Long-Term
(Source: Financial Supervisory Service)

RBC Ratios of the Korean Insurance Industry as of March 2018
As of late March 2018, the average risk-based capital

increases. The yield on five-year Korea Treasury Bond

(RBC) ratio of the Korean insurance industry fell by

rose to 2.43 percent at the end of March 2018 from

8.0 percentage points to 249.9 percent compared to

2.34 percent three months before. The required capital

three months earlier. The available capital was down

shrank marginally to KRW 48.7 trillion as the capital

2.6 percent, amounting to KRW 121.7 trillion, due to a

requirements for interest rate risk decreased amid

decrease of KRW 4.4 trillion in mark-to-market gains on

rising interest rates.

available for sale securities in the wake of interest rate

Changes in RBC Ratios of the Korean Insurance Industry
(Unit: KRW billion)

Dec. End 2017

Mar. End 2018
Available
Capital

Required
Capital

RBC
Ratio (%)

Change in
RBC Ratio
(%p)

267.6

83,141.6

32,202.2

258.2

-9.4

16,255.7

238.6

38,531.4

16,489.1

233.7

-4.9

48,423.6

257.9

121,673.0

48,691.4

249.9

-8.0

Available
Capital

Required
Capital

RBC
Ratio (%)

Life Insurers

86,080.9

32,167.9

Non-Life Insurers

38,785.2
124,866.1

Total

*Individual figures may not add up to the total shown due to rounding.
(Source: Financial Supervisory Service)

Life insurers saw their RBC ratio decrease by 9.4

percent. The ratios remained far above the statutory

percentage points to 258.2 percent, while the ratio of

minimum requirement of 100% under the Insurance

non-life insurers drop by 4.9 percentage points to 233.7

Business Act.

1) Excluding data for guarantee insurers and reinsurers
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Trends of RBC Ratios
(Unit: %)

340
330
320

Life Insurers

297.1

302.1

297.1

291.9

290

284.7

294.2
280.8

278.2

270

300.5

288.0

278.3

284.8

280

260

Non-Life Insurers

320.1

310
300

Average

269.1

267.1

265.4
259.8

250

272.0

271.1

265.1

264.1

251.1

250.2

273.9

240

240.6

244.3

236.5

230

227.9

220

258.2
257.9

246.7

251.4

250.9

267.6

242.1

249.9
238.6
233.7

232.3

210
200

Mar 2015

Dec 2015

Sep 2016

June 2017

Mar 2018

(Source: Financial Supervisory Service)

Overview of Insurance Agencies that Sell Insurance through Telemarketing
In Korea, 79 corporate insurance agencies are selling

with fewer than 100 employees. These TM agencies sell

insurance through telemarketing (TM), and 20 of them use

insurance policies provided by 26 insurance companies (14

TM as their major sales channel. The rest rely on both TM

life insurers and 12 non-life insurers), and a single agency

and face-to-face marketing and have smaller sales forces

represents 9.7 insurance companies on average.

New Business Counts for TM Agencies
(Unit: thousand)

Q1 2017

Q1 2018

TM Agency

Total

Share of TM
(%)

TM Agency

Total

Share of TM
(%)

TM Agency

Life Insurance

327

5,194

6.3

330

5,175

6.4

3

-19

Non-Life Insurance

244

23,409

1.0

286

24,853

1.2

42

1,444

Total

571

28,603

2.0

615

30,028

2.0

44

1,425

*Individual figures may not add up to the total shown due to rounding.
(Source: Financial Supervisory Service)

14

Change
Total

TM agencies accounted for 2 percent of the total new

declined by 5.9 percent year on year to KRW 20.7 billion in

business counts for the first quarter of 2018. During the

the first three months of this year. The amount is broken

three months, they sold around 615,000 policies, up 7.7

down into KRW 11.2 billion for life insurance and KRW 9.5

percent compared to the same period a year earlier. As

billion for non-life insurance. Close to 94 percent of the

they focused on selling protection policies rather than

new business premiums came from protection policies

large-premium savings insurance in preparation for

whose premiums are relatively small, such as personal

the adoption of IFRS 17, their new business premiums

accident, cancer and driver protection covers.

New Business Premiums for TM Agencies
(Unit: KRW billion)

Q1 2017

Q1 2018

Change (%)

New Business
Premiums

Share (%)

New Business
Premiums

Share (%)

New Business
Premiums

Life Insurance

12.56

57.0

11.24

54.2

-10.5

Non-Life Insurance

9.50

43.0

9.50

45.8

0.0

Total

22.06

100.0

20.74

100.0

-5.9

(Source: Financial Supervisory Service)

By distribution channel, home shopping networks

rely on inbound telemarketing where customers are

made up the largest share (37.4 percent) of the total

allowed to initiate the first point of contact with an

new business premiums for TM agencies, followed by

insurance seller after watching an advertisement on TV

credit card firms (28.5 percent) and insurance agencies

about certain insurance products.

dedicated to TM (19.8 percent). Home shopping channels

New Business Premiums by Distribution Channel for TM Agencies

15.1%
37.4%

Home Shopping Networks
Credit Card Firms

19.8%

Insurance Agencies Dedicated to TM
Others

28.5%

(Source: Financial Supervisory Service)
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Korean Re News
Thailand-Korea Agriculture Insurance Seminar
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On July 10, Korean Re welcomed a delegation of about 30

crop and livestock insurance, loss adjustment systems

representatives from the Thai non-life insurance industry,

and practices and the prospect of the local agriculture

who visited Korea to increase their understanding

insurance market. During the seminar, delegates

of the nations’ agriculture and livestock insurance

from both countries had a constructive discussion

markets. We hosted the Thailand-Korea Agriculture

and exchanged views and perspectives on the market.

Insurance Seminar to share with them our underwriting

Korean Re CEO Won said in his welcome remarks that the

experiences in the crop and livestock insurance sectors.

seminar could “serve as a valuable opportunity for us to

Underwriters at Korean Re gave presentations about the

have a better understanding of the agriculture insurance

agriculture insurance market in Korea – an overview of

markets of our respective countries.”

Lloyd’s Marine U35 Insurance Group Seminar
Members of Lloyd’s Marine U35 Insurance Group were

analysis of the local marine insurance market and major

invited to Korean Re to have a seminar on the marine

claims. During the seminar, meaningful discussions were

insurance market on July 31. The Marine U35 Insurance

made regarding the recent trends in the global marine

Group is a non-profit organization and is comprised of

insurance market and specific topics like cyber risks and

over 1,000 members aged 35 years or younger from

Iran sanctions. In addition, participants also exchanged

all areas of the marine and energy insurance market.

ideas and views as to how to further develop the Korean

The seminar was attended by 24 young underwriters

marine insurance market and enhance cooperation

and brokers who are working in the marine insurance

between Korean Re and the Lloyd’s market in terms of

market at Lloyd’s. Korean Re representatives shared their

new product development.

2018 Korean Re Underwriting Academy
A fifth session of the 2018 Korean Re Underwriting

such as medical and financial underwriting, product

Academy was held on July 18 at our head office in Seoul.

development and new technology application in life

This program aims to support the training of our clients’

and health insurance. The topic of June session was

underwriters so that they can enhance their underwriting

risk assessment of diabetes and hypertension from

capabilities from the perspective of comprehensive

the perspective of insurance medicine. Since the first

risk management for life and health insurance. The

session was launched in March 2018, the Korean Re

July session was about the understanding of obstetric

Underwriting Academy has been held every month with

diseases and conditions and shoulder impairments.

the participation of 33 underwriting professionals from

The training addresses a wide range of medical topics

24 insurers.
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Korean Re’s Business Results for the First Half of 2018
For the first six months of this year, Korean Re reported

commercial lines continued to fall due to slowdown in

a 4.3 percent increase in gross written premiums to KRW

the construction and shipbuilding sectors.

3,712.0 billion compared to the same period of last year.
Our overseas business performed strongly in terms of

Korean Re’s net underwriting income for the first half

top-line growth, recording a year-on-year growth rate of

of 2018 remained positive at KRW 51.8 billion, but was

15.1 percent, thanks to increases in writings of property

down sharply from a year earlier due to an increase

risks from Europe and the Americas and agricultural

in large losses. An uptick in loss ratio drove up the

business from the United States and Brazil. There was

combined ratio to 97.5 percent for the six-month period.

also a rise in life business from China and Chile.

Despite this aggravation in underwriting results, our
net income amounted to KRW 109.3 billion, aided by

Our premium income from domestic business grew

investment returns. For the January through June period

by 1.5 percent, backed by life and long-term property

of this year, we posted a KRW 6.4 billion increase in net

business. We saw a top-line growth of 6 percent in

investment income to KRW 82.9 billion, versus KRW 76.5

premium income from domestic personal lines of

billion for the same period of last year, thanks to a boost

business. Our domestic commercial business, on

from alternative investments and foreign bonds. It is

the other hand, declined by 4.9 percent as market

noteworthy that our first-half net income recorded more

conditions remained largely sluggish. New business in

than KRW 100 billion for four years in a row.

Korean Re’s Business Results for the First Half of 2018
(Unit: KRW billion)

H1 2017

H1 2018

Change

Gross Written Premiums

3,557.7

3,712.0

4.3%

Net Written Premiums

2,497.8

2,598.3

4.0%

Combined Ratio (%)

94.7

97.5

Net Income

135.1

109.3

-19.1%

Shareholders’ Equity

2,202.1

2,233.0

1.4%

Return on Equity (%)

12.9

10.2

*The above figures are based on the company’s separate financial statements.
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2.8%p
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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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