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Review of Korean Economic Growth in 2018
GDP
In 2018, the Korean economy grew at the slowest

consumption, fiscal spending and exports helped

pace in six years amid declining corporate invest-

shore up the economy. The growth rate remained

ment. The nation’s real gross domestic product

below the pace of global economic growth. Mean-

(GDP) expanded by 2.7 percent in 2018, slowing

while, Korea’s per capita income reached USD

down from 3.1 percent in 2017. A contraction

31,349, surpassing the USD 30,000 mark for the

in construction and equipment investment was

first time in 2018.

the main drag on economic growth while private
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Consumer Spending
The recovery of consumer spending growth remained

entertainment, medical and health care services.

robust, recording a seven-year high of 2.8 percent

In the last quarter of the year, consumer spending

in 2018. The increase in private consumption

picked up, with the level of growth in durables and

was led by rising expenditure on services such as

semi-durables remaining strong.

Equipment Investment

4

In 2018, equipment investment declined by 1.6

for semiconductors discouraged chip-makers from

percent, the lowest in nine years, as demand

investing in the expansion of their factory facilities.

for business investment cooled in the midst of

Investment in transportation equipment increased,

growing uncertainty surrounding macroeconomic

but business spending on machinery dropped

conditions. In particular, weaker global demand

sharply.

Construction Investment
The construction industry fell into a slump, putting

negative territory due in part to the government’s

an end to several years of growth. Construction

measure to cool down the overheated housing

investment contracted by 4 percent, recording the

market, while investment in civil works remained

biggest drop since the Asian financial crisis in 1998.

sluggish.

Investment in building construction slipped into

Employment
The job market sharply contracted in 2018 as some

have an effect on labor market growth. The service

industry sectors such as automobile manufacturers

sector experienced a slowdown in the growth of

and shipbuilders remained in bad shape or went

workforce, but the government’s job creation policy

through restructuring. Social structural issues

helped add new service jobs in health and welfare

such as demographic changes also seemed to

services.

Inflation
Inflationary pressure remained weak in 2018, with

livestock supply drove down prices. Industrial

the annualized inflation rate falling to 1.5 percent

goods prices went up just modestly amid falling

from 1.9 percent in the previous year. Due to bad

international oil prices. Utility prices continued

weather conditions, the prices of agricultural

to decline in the wake of a cut in home heating

products rose significantly, but an increase in

energy prices at the end of 2017.

Current Account Balance
Korea’s current account surplus slightly decreased

Korea increased, helping to boost the total current

to USD 76.4 billion in 2018. Merchandise account

account surplus. Primary income account surplus

surplus shrank compared to the previous year,

declined as domestic companies increased their

but service account deficit also reduced as the

dividend payout.

number of Chinese and Japanese tourists visiting

Interest Rates
The average three-year treasury yield increased to

the need to curb financial imbalances such as

2.1 percent in 2018 compared to 1.8 percent in the

rising household debt and a widening gap between

prior year. The Bank of Korea raised the nation's

Korean and U.S. interest rates. The growing interest

benchmark interest rate by 25 basis points to 1.75

rate gap between the two countries has been

percent on November 30, 2018 amid growing

blamed for an increase in capital outflows, posing

concern about ballooning household debt. The

risks to financial stability in Korea.

rate hike came for the first time in a year, reflecting
5
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Foreign Exchange Rate
The Korean won gained some strength against

It shot up to over KRW 1,140 per U.S. dollar in

the U.S. dollar in 2018, with the yearly average

October when investor confidence took a hit from

exchange rate falling to KRW 1,101 per U.S. dollar.

a turmoil in the global stock markets, but fell again

Throughout the year, the exchange rate remained

to around KRW 1,120 amid weakening expectations

relatively stable, showing range-bound movements.

of interest rate hikes by the U.S. Fed.

KRW/USD Exchange Rate Trends
(Unit: KRW)
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Revised Economic Outlook for 2019
GDP
The Korean economy is expected to remain

growth is likely to decrease. Escalating trade

weak amid sluggish domestic demand and

tensions between major economies may affect

slowing equipment investment, with its GDP

Korea’s exports adversely, and rising financial

growth estimated at 2.5 percent for 2019. Rising

market volatility in some emerging economies is

government spending, private consumption and

another external factor that may pose a risk to the

exports will continue to boost economic expansion,

Korean economy.

but the extent of exports contributing to economic

Consumer Spending
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Consumer spending is expected to rise by 2.5

greater interest costs on household debt. However,

percent in 2019. Slower growth of wage income

government stimulus measures such as increased

will pressure household income growth, with

welfare spending and the stabilization of housing

self-employment income growth also remaining

prices may help boost consumer confidence.

weak amid sluggish business performance of the

Falling oil prices and the consequent downward

hospitality and dining industries. A hike in interest

pressure on consumer prices may contribute to the

rates could pressure consumer confidence due to

improvement of real purchasing power.

Equipment Investment
Equipment investment is projected to recover

for semiconductors and other IT devices. The level

modestly, growing by 0.4 percent in 2019 following

of fresh investment activity in the non-IT sector

a sharp decline in 2018. Investment spending in the

will vary but will generally remain at a similar level

technology industry is likely to recover toward the

compared to the previous year.

end of the year, backed by a recovery in demand

Construction Investment
Construction investment is expected to shrink by

investment in the housing market. The non-

3.2 percent in 2019 due to a fall in housing starts

housing sector will also remain sluggish, but the

following a decline of 4 percent in 2018. The slump

pace of decline is likely to decelerate. However,

in the construction sector has been driven by

an increase in government budget for social

housing oversupply, increasing household debt

infrastructure in 2019 will have a positive impact

and the government’s moves to rein in speculative

on the construction market.

Employment
Job market conditions will likely improve on the

the manufacturing industry is expected to decline

back of the government’s effort to subsidize

due to negative impacts from the automobile

income growth and create new jobs. Around

and IT sectors. In the service sector, new jobs will

140,000 new jobs are projected to be created in

be added by the government’s policy to spur job

2019, up from 100,000 in the previous year. Both

creation. A slowdown in employment cuts in the

the jobless rate and employment rate are expected

wholesale, retail, hospitality and dining industries

to remain similar to the prior year’s at 3.8 percent

will also help improve the service job market.

and 60.7 percent, respectively. Employment in

Inflation
Consumer price inflation is expected at 1.1 percent

vegetable supply in the midst of benign weather

in 2019. The pace of price increase is likely to be

conditions. Wage increases may put upward

moderate due to the slowing growth of housing prices

pressure on service prices, and rising utility prices

and increased welfare support. Import prices will be

will also add to supply-side inflationary pressure.

weighed down by falling international oil prices and

The core inflation rate, which excludes volatile food

a weakening global economy. Agricultural prices

and energy prices, is forecast to be 1.4 percent in

are likely to go up only marginally due to a rise in

2019, up from 1.2 percent in 2018.

7
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Current Account Balance
Korea’s current account surplus is anticipated to

merchandise account surplus, with import growth

decrease to USD 66.5 billion in 2019, compared

outweighing export growth amid increasing

to USD 76.4 billion in 2018. The ratio of current

commodity prices. It is also attributable to a rise

account surplus to GDP is expected to be around

in service account deficit, with the travel and

four percent in 2019 and to further decline in

transportation sectors remaining in the red.

2020. This downward trend reflects shrinking

Interest Rates
The average three-year government bond rate is

bond rates will continue into 2020. However, a

expected to increase to 2.3 percent in 2019 in line

less positive economic growth prospect for 2019,

with a rising U.S. treasury bond rate. As the pace of

coupled with a lackluster job market, may lead

hike in U.S. treasury bond rates is expected to pick

monetary policymakers to be cautious about

up later in 2019, its impact on Korean government

interest rate hikes.

Foreign Exchange Rate
The average KRW/USD exchange rate is projected

between the U.S. and China, and skittish financial

at KRW 1,125 per U.S. dollar in 2019, slightly up

markets in emerging economies. The weakening

from KRW 1,101 in 2018. The U.S. dollar is expected

domestic economy and decreasing current account

to continue to gain some strength amid rising

surplus may also lead the Korean won to lose value

interest rates in the U.S., the ongoing trade dispute

against the greenback.

Key Economic Indicators
(Unit: %)

2018

Real GDP

3.1

2.7

2.3

2.7

2.5
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2.5

2.8

2.2
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-1.6
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24.0

42.0
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3.6

4.0
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7.3

1.9

-1.8

5.0

1.6
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1.9

1.5

0.7
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1.1
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1.8

2.1
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2.3
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(Sources: Bank of Korea, Korea Institute of Finance)
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BOK’s Decision to Keep Interest Rate on Hold
The Bank of Korea froze its benchmark interest

Since it was lowered below two percent for the

rate at 1.75 percent in April 2019 due to growing

first time in history in March 2015, the benchmark

concerns over a weakening economy. The Monetary

rate has stayed under two percent for over four

Policy Committee of the central bank decided to

years. In June 2016, the central bank cut it to an all-

leave its policy rate unchanged for five months

time low of 1.25 percent, which was then raised to

after an increase of a quarter percentage point in

1.5 percent in November 2017 and further to 1.75

November 2018, with the economy showing signs

percent in November 2018. The accommodative

of a contraction in exports and falling investment

monetary policy was intended to boost economic

in equipment amid the ongoing trade tensions

growth, but it had some side effects including an

between the U.S. and China. It was widely expected

overheating housing market and excessive loans,

that the BOK would keep the rate untouched in

which resulted in a rapid increase in household

April, considering weakness in inflation and job

debt.

growth.

Trend of BOK Benchmark Interest Rate
(Unit: %)
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Korea to be Removed from the EU List of Non-Cooperative Jurisdictions for Tax Purposes
In March 2019, the European Union (EU) decided

The Korean government delivered on the promise

to remove the Republic of Korea from its gray list

by revising the related tax regulation in December

of jurisdictions subject to the EU’s close monitoring

2018 to eliminate the foreign investment tax

related to tax matters, recognizing the country’s

incentive regime. The abolishment took effect in

efforts to implement tax reforms involving

January 2019. The EU’s decision to exclude Korea

foreign investment. The decision was made by the

is a recognition of Korea’s efforts to comply with

Economic and Financial Affairs Council, which is

international standards, according to the Ministry

comprised of economic and finance ministers of EU

of Economy and Finance.

member states.
The EU is working to encourage transparency and

10

The EU placed the country on the list of non-coop-

fair tax competition across the world. The EU list of

erative jurisdictions for tax purposes in December

non-cooperative jurisdictions has proven its worth

2017, saying that Korea’s corporate tax regime

in promoting the EU’s agenda of improving global

where corporate tax exemption for foreign-invest-

tax practices, fighting tax avoidance and improving

ed companies applies only to non-residents was

good governance and transparency, according

in violation of the principle of fair taxation. The list

to a press release by the European Council. It

also included 16 other jurisdictions such as Macao,

said the Council will continue to regularly review

Mongolia, the Republic of Panama, and the Unit-

and update the list in the coming years, taking

ed Arab Emirates. In January 2018, the EU moved

into consideration the evolving deadlines for

Korea and several other countries to the gray list

jurisdictions to deliver on their commitments and

in return for a promise that necessary measures

the evolution of the listing criteria that the EU uses

should be made to improve the tax regime.

to establish the list.

Insurance Market
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Review of the Korean Insurance Market in 2018
The Korean insurance market continued to

have been under strain to ensure their RBC ratios

face some headwinds in 2018, with premium

are maintained at a healthy level as the upcoming

income declining by 0.3 percent compared to the

implementation of IFRS17 and a new RBC regime

previous year, as a slowdown in the domestic

called K-ICS will burden their capitalization. Amid

economy weighed on insurance market growth.

high levels of household debt, a rise in interest

The life insurance market remained in a slump

rates would add to mounting concerns over how

due to decreasing sales of savings policies in

people will continue to pay down their debt,

the wake of reduced tax benefits, while the non-

discouraging them from buying new insurance.

life insurance market managed to maintain some

When people feel the pinch, they are more likely

growth momentum backed by long-term and general

to surrender their insurance policies, adversely

property and casualty (P&C) lines of business. The

affecting the growth of the insurance market.

overall profitability of the insurance industry came
under pressure from slimmer margins, with the

In 2018, life insurance premium income in Korea

return on equity falling to 6.6 percent in 2018 from

declined by 2.8 percent due to a 13.5 percent

7.7 percent in 2017. This represents a sharp decline

reduction in savings insurance premiums coupled

from 12.7 percent in 2007.

with a slowdown in the growth of protection
products. Non-life premium income grew by 3.1

Several social and regulatory headwinds have

percent on the back of the expansion of the long-

gathered pace to put downward pressure on

term and general P&C insurance segments. Motor

both top-line and bottom-line growth, such as

insurance premiums shrank, however, amid

evolving demographics and upcoming changes

premium rate cuts and the growing popularity of

in solvency regime, accounting standards, and

low-cost online distribution channels.

sales commission structure. Insurers in Korea

Premium Income
(Unit: KRW trillion)

FY 2018

FY 2017

Change (%)

Life Insurers

110.74

113.97

-2.8

Non-Life Insurers

91.04

88.34

3.1

Total

201.78

202.31

-0.3

*Individual figures may not add up to the total shown due to rounding.
(Source: Financial Supervisory Service)
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Insurers in Korea collectively reported KRW 7.27

motor loss ratios drove up underwriting losses.

trillion in net income for 2018, down 7.4 percent

Life insurers recorded a 3.1 percent growth in net

from a year earlier. The contraction was driven

income to over KRW 4.03 trillion despite weaker

by greater underwriting losses for the industry.

underwriting results as their investment gains

Non-life insurers saw their net income plunge

improved.

by 17.8 percent to KRW 3.24 trillion as increasing

Net Income
(Unit: KRW trillion)

FY 2018

FY 2017

Change (%)

Life Insurers

4.03

3.91

3.1

Non-Life Insurers

3.24

3.94

-17.8

Total

7.27

7.85

-7.4

(Source: Financial Supervisory Service)

ROA and ROE
(Unit: %)

ROA

ROE

FY 2018

FY 2017

Change (%p)

Life Insurers

0.48

0.48

-

Non-Life Insurers

1.12

1.49

-0.37

Total

0.64

0.73

-0.09

Life Insurers

5.54

5.71

-0.17

Non-Life Insurers

8.80

11.64

-2.84

Total

6.63

7.67

-1.04

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

Total Assets

FY 2018

FY 2017

Life Insurers

856.91

832.83

2.9

Non-Life Insurers

298.70

277.20

7.8

1,155.61

1,110.03

4.1

Life Insurers

74.36

71.43

4.1

Non-Life Insurers

38.32

35.28

8.6

Total

112.68

106.71

5.6

Total
Shareholders’
Equity

Change (%p)

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

In 2018, the decline in net income negatively

percent year on year to KRW 1,155.6 trillion in

affected profitability indicator ratios. The return on

2018. Non-life insurers recorded a higher growth

assets (ROA) ratio of the Korean insurance industry

rate of 7.8 percent compared to life insurers,

dropped slightly to 0.64 percent, while the return

which saw their assets increase by 2.9 percent.

on equity (ROE) ratio was down 1.04 percentage

The total assets of the industry were broken down

points to 6.63 percent. Non-life insurers reported

into KRW 856.9 trillion for life insurance and KRW

higher profitability than life insurers, with an

298.7 trillion for non-life insurance. The total

ROA of 1.12 percent (versus 0.48 percent) and an

shareholders’ equity of the insurance industry

ROE of 8.8 percent (versus 5.54 percent). Weak

rose by 5.6 percent to KRW 112.7 trillion, driven by

profitability posed a serious challenge to life

increases in capital and retained earnings.

insurance companies as they were struggling with
underwriting margin compression as well as a

Meanwhile, Korea’s insurance penetration rate

negative growth in premium income.

marginally fell to 11.6 percent in 2018, but its
ranking remained high at 5th place in the world.

At year end, insurers’ total assets swelled by 4.1

Insurance Penetration Rate
(Unit: %)

Insurance Penetration Rate
(Source: Korea Insurance Research Institute)
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FY 2018

FY 2017

Change (%p)

11.6

12.1

-0.5

RBC Ratios of the Korean Insurance Industry as of December 2018
As of late December 2018, the average risk-

by KRW 0.9 trillion to KRW 50.6 trillion as the capital

based capital (RBC) ratio of the Korean insurance

requirements for interest rate risks increased in line

industry was 261.2 percent, down 0.7 percentage

with a drop in interest rates.

point compared to three months earlier. The
available capital increased by KRW 2 trillion to

The RBC ratio of life insurers decreased by 0.9

KRW 132.3 trillion, thanks to positive net income

percentage point to 271.2 percent, while that of

results driven by improving investment gains for

non-life insurers went down by 0.2 percentage

the fourth quarter of the year. Falling interest

point to 242.6 percent. The ratios remained far

rates boosted mark-to-market gains of available

above the statutory minimum requirement of 100%

for sale securities, supporting the growth of

under the Insurance Business Act.

investment results. The required capital expanded

Trends of RBC Ratios
(Unit: %)

340
330

Life Insurers

320
310
300
290

291.9

284.8

240

273.9
267.1

300.5
294.2
272.0

280.8
269.1

271.1

267.6
258.2

265.1 264.1

259.8

246.7

251.4

250.9

Non-Life Insurers

288.0

278.3

278.2

260
250

297.1
284.7

280
270

297.1

Average

240.6

244.3

257.9
251.1

250.2

242.1
236.5
232.3
227.9

230
220

249.9
238.6

272.1

271.2

261.9

261.2

242.8

242.6

Sep
2018

Dec
2018

263.3

253.5

233.7

234.8

Mar
2018

June
2018

210
200

June
2015

Sep
2015

Dec
2015

Mar
2016

June
2016

Sep
2016

Dec
2016

Mar
2017

June
2017

Sep
2017

Dec
2017

(Source: Financial Supervisory Service)
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Changes in RBC Ratios of the Korean Insurance Industry
(Unit: KRW billion)

Q3 2018

Q4 2018

As of Period End

Available
Capital

Required
Capital

RBC
Ratio(%)

Available
Capital

Required
Capital

RBC
Ratio(%)

Change in
RBC Ratio
(%p)

Life Insurers

88,475.5

32,521.4

272.1

89,323.1

32,932.4

271.2

-0.9

Non-Life Insurers

41,857.5

17,239.5

242.8

42,965.7

17,708.0

242.6

-0.2

Total

130,333.0

49,760.9

261.9

132,288.8

50,640.4

261.2

-0.7

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

Review of Medical Expense Insurance for People with Pre-existing Medical Conditions
Insurers in Korea sold 268,000 medical expense

with medical issues as part of its consumer-centric

insurance policies for people with previous medical

financial reforms.

conditions for ten months since the product was
first launched in April 2018. The insurance policy is

Medical expense insurance is available to patients

designed to provide medical expense coverage to

with chronic diseases or previous medical conditions

chronically ill people or those who have a history of

unless they have been hospitalized or had surgery in

medical issues. During the first month of release,

the last two years. The overall underwriting process

a total of 49,000 policies were sold, and since then

is simplified for them with the number of items to

about 20,000 policies were issued every month.

be assessed being reduced from 18 to 6 items,

The insurance is available from three life insurers

which include medical history, occupation, driving

and eight non-life insurers.

record and monthly income. However, their outof-pocket costs are higher with 30 percent of the

People with previous medical conditions or

total medical expenses being deductible from the

chronic diseases like diabetes or hypertension are

insurance payout as opposed to 10-20 percent for

allowed to purchase medical expense insurance

people without any previous medical conditions.

plans unless they have records of being treated

16

recently. This represents a change from the

Those in their 50s and 60s account for more than

previous system where those who had medical

80 percent of the entire policyholders of medical

issues could buy such insurance policies only

expense insurance for people with pre-existing

when they had not been treated for the conditions

medical conditions. People aged 60 or older make

in the last five years. According to the Financial

up 46.3 percent, while the share of those in their

Services Commission (FSC), the medical expense

50s is 33.8 percent. The maximum age of entry is

insurance coverage has been extended to people

usually age 75, although it varies among insurers.

Between April 2018 and January 2019, insurers

reaching KRW 14.3 billion. The amount of paid

reported KRW 90.1 billion in total premium income

claims is expected to keep growing as it is still

from medical expense insurance for people with

an initial period. Increasing paid claims usually

pre-existing medical conditions. During the same

become stabilized three years after the release.

period, there were 47,000 claims with total payouts

Review of Sales Results
(Units: Policy Count, KRW billion)

No. of Policies Sold

Premium Income

Life Insurers

47,229

Non-Life Insurers
Total

Paid Claims
No. of Claims

Amount of Claims

12.5

3,976

1.5

220,589

77.6

42,894

12.8

267,818

90.1

46,870

14.3

(Source: Financial Supervisory Service)

Composition of Policyholders by Age
1.0

(Unit: %)

2.2
4.2
12.5

46.3

Age 10s
Age 20s
Age 30s
Age 40s

33.8

Age 50s
Age 60s or older

(Source: Financial Supervisory Service)

Number of Policies Sold by Month
50,000

(Unit: Policy Count)

48,876

40,000

34,259

30,000

32,780

29,291

22,942

20,000

19,721

20,590

20,421

19,942

18,996

Sep

Oct

Nov

Dec

Jan 2019

10,000
0

April 2018

May

June

July

Aug

(Source: Financial Supervisory Service)
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Growth of the Dementia Insurance Market
Sales of dementia insurance policies have been

Dementia. The total number of dementia patients

rapidly growing, with a rising number of dementia

was estimated at 705,488 persons, and the number

patients in Korea. In 2018, one out of every ten

is projected to exceed one million by 2024 and

people aged 65 or older were found to have

reach more than 3.3 million by 2060, representing

dementia, according to the National Institute of

six percent of the entire population of Korea.

Trend of Dementia Patients Aged 65 or Older
(%)

(million)

20

3.5

18

Prevalence Rate (Left)

16

17.93

Number of Dementia Patients (Right)

14
9.76

9.98

10.15

10.28

10.28

2

10.56
3.03

8

4

0

3.32

2.18

6

2

2.5

12.71

12
10

3

16.09

1

1.37
0.66

0.7

0.75

2016

2017

2018

0.79

0.84

2019

2020

2030

1.5

0.5
2040

2050

2060

0

(Sources: National Institute of Dementia, Hankyoreh Daily)

Insurance companies are competing to offer a

Unlike in the past when only severe dementia was

wide range of dementia insurance products in

covered, a growing number of insurers provide

response to increasing demand for dementia

coverage for mild dementia. The amount of lump-

coverage among an aging population. Some

sum payout for the diagnosis of mild dementia

products allow policyholders to claim lump-sum

usually ranges from KRW 10 million to 30 million.

benefits when diagnosed with dementia, while

Clinical Dementia Rating (CDR) is a measure of

others cover long-term nursing fees for dementia

classifying stages of dementia. It is a numeric

patients. Dementia is also covered through a

scale of one to five, with five indicating the most

comprehensive nursing policy, which provides

serious symptoms of the disease. A CDR rating

coverage for medical conditions affecting one’s

of one represents mild dementia, and a rating of

ability to perform activities of daily living (ADLs)

two indicates the moderate stage while a rating

such as arthritis and stroke as well as dementia.

of three or higher means severe dementia. Mild

Simplified issue products are also available from

dementia patients account for the largest share of

some insurers, which accept customers with pre-

the entire dementia patients at 41.4 percent.

existing conditions.
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Korean Re’s Support of Disaster Recovery in Thailand
In February 2019, Korean Re sent a group of volun-

nesses, and the (re)insurance industry helps them

teers to Thailand to help rebuild a typhoon-hit com-

get back on their feet in the aftermath of a disaster.

munity. The group was comprised of 16 Korean Re

The first-hand experiences of being a part of the

employees, including 13 new hires and two officials

disaster relief effort allow our young employees to

of Habitat for Humanity Korea. From February 11 to

learn how essential function reinsurance can per-

15, the volunteer team visited Ayutthaya, Thailand to

form on communities as part of a social safety net.

participate in a house-building project for a local village. Some of the activities included mixing concrete

Our overseas volunteering program is designed par-

and laying bricks for internal and external walls.

ticularly for our new employees to give them the opportunity to have fully immersive experiences of vol-

Ayutthaya was devastated by a massive flood back

unteering for disaster relief activities. It helps them

in 2011 with lots of homes and historic buildings and

become more motivated, engaged and inspired as

sites inundated in water. Around 113,000 people in

they start a new career at Korean Re.

Ayutthaya were displaced, and total economic losses
reached over KRW 18.3 trillion. Eight years passed
after the flood, but the recovery work is still ongoing
with a number of people living in poor housing conditions.
For the past six years, we have implemented the international corporate volunteering program to support the rehabilitation of communities devastated by
natural disasters. Losses from natural disasters can
have a devastating impact on individuals and busi-

Korean Re’s Business Results for 2018
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Korean Re achieved stable premium growth in

before, reflecting a drop in underwriting results.

2018, with gross written premiums increasing by

The value of our total assets rose by KRW 685.6

4.9 percent to KRW 7,558.5 billion. We saw our net

billion year over year to KRW 10,750.9 billion as

written premiums grow by 5.9 percent to KRW 5,318

of late December 2018, while our invested assets

billion. Our net income totaled KRW 102.9 billion

amounted to KRW 5,879.6 billion, up KRW 256.1

for the year compared to KRW 133 billion a year

billion year over year.

It was a challenging year for Korean Re in 2018

for the year with a net income of KRW 102.9 billion.

in terms of underwriting results amid increased

We posted an underwriting loss of KRW 50 billion,

loss activity across major commercial lines of

but our net investment income soared to KRW

business. Multiple natural catastrophe losses at

196.6 billion, a noteworthy achievement in a less

home and abroad generated a combined ratio

favorable investment environment. When excluding

of 100.6 percent for the year, up 2.2 percentage

foreign exchange effects, our underwriting loss

points from the prior year. Domestic commercial

was KRW 36.7 billion, with net investment income

lines remained profitable, but the combined ratio

amounting to KRW 173.4 billion, according to the

rose to 96.4 percent from 90.9 percent due to an

Separate Financial Statements of the company.

increase in loss frequency and livestock losses from
heatwaves. The combined ratio for our overseas

Our investment operations delivered strong

business also went up to 104.6 percent as a series

results in 2018 thanks to our effective portfolio

of strong tropical cyclones, including Typhoon Jebi,

management. When excluding gains and losses

hit many parts of Asia, which makes up a strong

from foreign exchange hedging for insurance

portion of our overseas business portfolio. A rise

liabilities, our net investment income surged

in unusually high-severity engineering losses also

by over 30 percent, with an investment yield

negatively affected our overseas underwriting

of 3.1 percent. This improvement came amid

performance.

a persistently low-yield investment climate.
Since 2017, we have focused on rebalancing our

Our personal lines of business continued to show

investment portfolio to maintain an asset mix that

an improvement in profitability, with the combined

best reflects our risk and return profile. To this

ratio slightly falling to 99.5 percent amid improving

end, we reduced our holdings of short-term funds

expense ratios for our life, long-term and motor

and allocated more assets to loans and alternative

business. We expect that our strategy to reduce

investment vehicles that can generate stable

participation in underperforming treaties will help

investment income. Looking ahead, we believe

improve our combined ratio in the year ahead.

this rebalancing strategy will continue to help us
achieve our target returns by boosting interest

In spite of difficult underwriting operations in 2018,

gains.

we managed to deliver positive business results

Financial Highlights 2018
(Units: KRW billion, USD million)

For the Year

FY 2018 (KRW)

FY 2018 (USD)

FY 2017 (KRW)

FY 2017 (USD)

Gross Written Premiums

7,558.5

6,801.5

7,208.1

6,360.8

Net Written Premiums

5,318.0

4,785.4

5,021.8

4,431.5

102.9

92.6

133.0

117.4

Net Income
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(Units: KRW billion, USD million)

At the Year End

FY 2018 (KRW)

FY 2018 (USD)

FY 2017 (KRW)

FY 2017 (USD)

Total Assets

10,750.9

9,522.5

10,065.3

9,304.2

Insurance Contract Liabilities

5,578.5

4,941.1

5,157.8

4,767.8

Total Shareholders' Equity

2,237.6

1,981.9

2,163.0

1,999.5

(Unit: %)

Financial Ratio

FY 2018 (KRW)

FY 2018 (USD)

FY 2017 (KRW)

FY 2017 (USD)

RBC Ratio*

211.5%

221.1%

Combined Ratio**

100.6%

98.4%

ROA

1.0%

1.4%

ROE

4.7%

6.4%

Payout Ratio

30.7%

25.9%

EPS (KRW, USD)

810

0.73

1,068

0.94

*Solvency Margin Ratio
**Excluding foreign currency evaluation effects
Note: All figures are based on K-IFRS and the Consolidated Financial Statements of Korean Re. The conversion from KRW to USD is
shown here for information purposes only.

The 8th Korean Re Risk Management Seminar on March 29
Korean Re held its 8th Risk Management Seminar

which was launched in 2012, aims to provide

on March 29 where risk management officials and

participants with the opportunity to learn about risk

property/engineering underwriters from local

factors, loss events and risk management practices in

insurers gathered to discuss various risk management

particular industry sectors and share information and

issues. The seminar was attended by around 100

ideas on the related issues.

persons from a number of insurers, businesses
and associations. This year, four expert speakers
from the insurance and other industries delivered
presentations on different topics: the maintenance
and safety inspection of the Energy Storage System
(ESS), analysis of loss events arising from ESS and
related countermeasures, fire preventative features
of finishing materials of construction structures
and testing methods for such features, and major
property loss cases in 2018. The annual seminar,
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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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