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Economic Growth in the Fourth Quarter of 2019
Amid deepening concerns over the slowing economy,
Korea saw the fourth quarter domestic product (GDP)
increased by 1.3% from the previous quarter in 2019,
representing 2.0% growth compared to the same
period of 2018. The quarterly growth was mostly
driven by a rise in government spending, consumer
spending, and equipment investment.

the whole year, shrinking from 2.8% a year earlier.
The government increased spending by 2.5%,
mostly to cover public procurement expenses fees
and national health insurance benefits in the fourth
quarter. Exports slightly increased by 0.5% on quarter,
reflecting a mixed trend of rising outbound shipments
of machinery and petrochemical products, and

In terms of industry, manufacturing saw a 1.6%
growth driven by an increase in machinery and
equipment. Construction sector expanded by 5.6%
mainly boosted by civic engineering and building
construction activities. Service industry experienced a
0.8% increase owing to telecommunication, medical/
healthcare, social welfare service, wholesale/retail,
and hotel/restaurant business.

declining motor vehicle exports.
For the whole of 2019, the economy expanded by
2.0%, mainly due to a slowed growth in manufacturing
(1.4%) and service (2.7%) sectors compared to the
previous year. Construction investment contraction
was a bit slowed at -3.1%, but equipment investment
further shrank at -7.7%. In terms of expenditure,
government spending expanded by 6.5%, while

There was a 0.7% growth in consumer spending

consumer spending recorded a slight growth of 1.9%.

for the fourth quarter on the back of increased

Exports recorded a 1.7% growth, a much further

expenditure on food, entertainment, and motor

setback from 3.5% in 2018.

vehicles. Private consumption increased by 1.9% for

Trends of Quarterly Economic Growth
(Unit: %)

Growth Rate

2018
Q1

Q2

Q3

Q4

Annual

Q1

Q2

Q3

Q4

GDP

1.0
(2.8)

0.6
(2.9)

0.5
(2.1)

0.9
(2.9)

2.7

-0.4
(1.7)

1.0
(2.0)

0.4
(2.0)

Consumer Spending

0.7

0.5

0.4

0.8

2.8

0.1

0.7

0.2

Government Spending

1.9

0.6

1.6

2.8

5.6

0.4

2.2

1.4

Construction Investment

0.9

-2.5

-6.0

1.8

-4.3

-0.8

1.4

-6.0

Equipment Investment

4.3

-8.4

-4.0

3.2

-2.4

-9.1

3.2

0.6

Intellectual Property
Investment

-0.7

0.0

1.2

0.3

2.2

1.3

-0.1

1.0

Exports

3.5

0.7

4.0

-1.4

3.5

-3.2

2.0

4.6

Imports

4.3

-2.3

-1.1

1.6

0.8

-3.4

2.9

1.2

1.3
(2.3)
0.9
(1.9)
2.5
(6.6)
7.0
(1.1)
3.3
(-2.5)
0.4
(2.5)
0.5
(3.7)
0.6
(1.2)

* Figures in (

) refer to year-on-year growth rates.

(Source: Bank of Korea as at March 3, 2020)
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2019
Annual
2.0
1.9
6.5
-3.1
-7.7
2.7
1.7
0.3

Economic Outlook for 2020
Korea’s gross domestic product (GDP) is predicted to

and telecommunication sectors are benefiting a rise

grow 2.1% in 2020, and 2.4% in 2021 according to a

in investments.

report released by the Bank of Korea, on February 27,
2020. The growth outlook was revised from 2.3% down

Intellectual property investment will continue its

to 2.1% by 0.2%p, assuming that the coronavirus risk

robust upward trend. In R&D investment, the private

would not last for a longer period and be mitigated

sector showed a positive trend backed by rising

after reaching its peak in March 2020.

corporate revenues, and the public sector is to see
a surge in the 5G-based technology infrastructure

Considering all of the external and internal uncertainties,

investment.

the central bank forecasted that the domestic economy
may experience a temporary contraction inevitably

Construction investment is projected to face a

due to the impact of coronavirus outbreak. However,

persistent downward pressure, largely due to a sagging

the Korean economy is likely to resume a growing

investment in residential buildings. Leading indicators

trend boosted by expansionary monetary policy and a

show that the trend will hold through to the next year.

rebound in equipment investment. When the spread

Commercial construction investments are expected

of the virus is almost contained, consumer spending

to contract, yet to a gradually lessening degree.

and export activity will bounce back.

Thanks to an expansion in SOC project budget and
public-sector’s investment activities in the public

Consumer spending will suffer a short-term pain from

sector, civil-engineering works will foresee a positive

the virus attack. As consumers cut their spending on

development.

outdoor activities and travels, the service industry was
hit hardest. Due to still increasing cases of infection,

The number of working population will continue to

and self-quarantine or “social distancing” efforts

rise largely spurred by an increased employment

among the public refraining from large gatherings,

in the service industry for longer term. More job

restaurants, transport operators, hotels, retail &

opportunities are to be seen in healthcare, technology,

department stores and many other businesses will

arts and sports & leisure business, supported by job

still have to struggle for the time being. However,

creation projects of the government and an increased

as experienced with the MERS outbreak, consumer

R&D budget.

sentiment is expected to regain strength when COVID
19 starts to die down.

The downward trend in the manufacturing industry
would continue from the prior year. Yet, a prospect of

Equipment investment will see some recovery in

business results improvement in power generation,

technology sectors incl. semiconductor and display

electronics, and shipping sectors are likely to ease

manufacturing driven by a recovery in global demand.

downward pressure on the declining employment

Among the non-technology sectors, motor vehicles

rate.
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Economic Growth: 2019 vs. 2020
(Unit: %)

2019
First Half

2020 (E)

Second Half

Annual

First Half

Second Half

Annual

GDP

1.9

2.1

2.0

2.0

2.2

2.1

Consumer Spending

2.0

1.8

1.9

1.1

2.6

1.9

Equipment Investment

-12.3

-3.4

-8.1

4.8

4.7

4.7

Construction Investment

-5.1

-1.6

-3.3

-2.4

-2.0

-2.2

Intellectual Property Investment

2.8

2.7

2.7

3.2

3.4

3.3

Merchandise Exports

-0.8

1.5

0.4

1.4

2.3

1.9

Merchandise Imports

-3.2

1.3

-1.0

0.8

3.4

2.1

Current Account Surplus
(USD Billion)

22.6

37.3

66.0

18.0

39.0

57.0

Consumer Price Inflation

0.6

0.2

0.4

1.0

0.9

1.0

Unemployment Rate

4.3

3.2

3.8

4.0

3.4

3.7

(Source: Bank of Korea)

Consumer price inflation is expected to rise year on

for petroleum tax expired in September 2019. The

year. Agricultural, fishery, and livestock products, of

impact of COVID 19 may push down service price

which prices fell much below average in the previous

during the first half of 2020, but may not last long

year, will become more expensive, and petroleum

due to upward pressure from a recent increase in

products price is set to go up as a temporary benefit

public service fees and housing expenses.

Interim Economic Outlook from Overseas Organizations
According to global credit rating agencies and

inter-dependent economies. It also adjusted the

economic institutes, South Korea’s economic growth

economic outlook for the global economy from

is expected to fall below 2% in 2020 due to restricted

2.9% to 2.4% due to still lingering negative factors,

economic activities caused by COVID 19. The OECD

which are uncertainties surrounding US-China trade

on March 2, in its interim economic outlook, lowered

tensions, and post-Brexit trade between the UK and

its growth forecast for South Korea from 2.3% to

the EU, as well as the coronavirus outbreak.

2.0% in 2020 given that Korea and China are highly

6

Moody’s also readjusted the Korea’s economic

revised its forecast on the Korea’s GDP growth rate,

growth rate down to 1.4% in its report released

for the second time, down to 1.1% from 1.6% as at

on March 9 citing that COVID 19 infection cases

February 19. Its initial forecast was 2.1%. When it

are steeply climbing even in Europe and the

released the second revision, S&P commented that

US, and despite the current efforts to curb the

COVID 19 was highly likely to send a massive blow to

virus, economic activities will continue to be

travel, supply chains, trade, and raw material prices

contracted in the second quarter and beyond.

across the Asia Pacific region. And then, in just two

Moody’s had revised its forecast from 2.1% down

weeks, the third revision came on March 23. This time

to 1.9% earlier in February. But this global agency

the growth outlook for the country fell below zero

positively commented on the Korean government’s

to -0.6%. In their view, the coronavirus pandemic is

announcement of stimulus package aiming at

putting an unprecedented strain on the economic

easing a mounting pressure on liquidity. Such a

activities in the US and the EU, the major export

monetary policy action could help limiting the

destinations for the export-driven economy of Korea.

exposure to the current economic crisis.

S&P is the first among the global top 3 credit rating
agencies which put forward such a gloomy outlook

It was on March 6 when Standard & Poor’s (S&P)

on the Korean economy.

Downward Adjustments of Korea’s GDP Growth Outlook
(Unit: %)

Bank of Korea
Fitch

2.3
2.2

Moody's

1.9

S&P

1.1

2.1
1.4
0.8

0

-0.6
initial outlook

readjusted

(Source: Korea Economic Daily)
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Insurance Market

2019 in Review
The Korean insurance market has been suffering

up 5.4% year on year. Overall profitability continued

due to prolonged low growth, interest, and fertility

to decline, with the return on equity (ROE) falling to

rates, as well as an aging population. It is now faced

4.41% in 2019, from 6.66% in 2018.

with greater hurdles amid the challenging economic
conditions of the present. A steep rise in medical

Life insurance premium income in 2019 rose 5.8%,

reimbursement and auto loss ratios-plus various

driven largely by an increase in premium incomes in

regulatory requirements-are adding more challenges

protection and retirement annuities, while non-life

to the current insurance market.

insurance premiums grew 4.9% from the previous
year backed by long-term, motor, retirement

In 2019, premium income generated by both life and

annuities, and general property and casualty (P&C)

non-life insurance is estimated at KRW 212.76 trillion,

lines of business.

Premium Income
(Unit: KRW trillion)

FY 2019

FY 2018

Change (%)

Life Insurers

117.26

110.84

5.8

Non-Life Insurers

95.50

91.07

4.9

Total

212.76

201.91

5.4

(Source: Financial Supervisory Service)

The entire insurance industry in Korea reported KRW

from the Samsung Electronics share disposal by

5.34 trillion in net income for 2019, plummeting

Samsung Life and Samsung Fire & Marine in 2018.

26.8% from a year earlier. Life insurers saw their net
income fall by 22.8%, to KRW 3.11 trillion, mainly

Non-life insurers, despite an increase in investment

due to greater underwriting losses (KRW 782 billion).

income totaling KRW 1.39 trillion, saw their net

This was mainly the result of an increase in required

income drop by 31.7%, to KRW2.22 trillion, mainly

capital reserve for guaranteed payments amid a

due to underwriting losses soaring to 889 billion

drop in interest rates, as well as the underperformed

from the motor line’s increased loss ratio and long-

investment income for the year after one-off gains

term insurance expenses.

Net Income
(Unit: KRW trillion)

FY 2019

FY 2018

Change (%)

Life Insurers

3.11

4.03

△22.8

Non-Life Insurers

2.22

3.25

△31.7

Total

5.34

7.29

△26.8

* Individual figures may not add up to the total shown due to rounding.
(Source: Financial Supervisory Service)
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In 2019, the decline in net income negatively affected

swelled by 15.9%, to KRW 130.0 trillion, fueled by an

profitability indicators. The return on assets (ROA)

increase in retained earnings and mark-to-market

ratio of the Korean insurance industry dropped

gains on AFS securities valuation in a declining

slightly to 0.45%, while the return on equity (ROE)

interest rate environment. Meanwhile, Korea’s

ratio dropped by 2.25%p, to 4.41%. As of the end

insurance penetration rate fell slightly to 11.16% in

of 2019, total assets of the insurance industry rose

2019, but its ranking remained high at 5th place in

by 7.2% year on year, to KRW 1,238.92 trillion.

the world.

Shareholders’ total equity of the insurance industry

ROA and ROE
(Unit: %)

ROA

ROE

FY 2019

FY 2018

Change (%p)

Life Insurers

0.35

0.48

△0.13

Non-Life Insurers

0.72

1.13

△0.41

Total

0.45

0.64

△0.19

Life Insurers

3.87

5.55

△1.68

Non-Life Insurers

5.48

8.86

△3.38

Total

4.41

6.66

△2.25

(Source: Financial Supervisory Service)

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

Total Assets

FY 2019

FY 2018

Life Insurers

918.17

857.20

7.1

Non-Life Insurers

320.75

298.04

7.6

1,238.92

1,155.24

7.2

Life Insurers

87.04

74.00

17.6

Non-Life Insurers

42.95

38.20

12.4

129.99

112.20

15.9

Total
Shareholders’
Equity

Total

(Source: Financial Supervisory Service)
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Change (%)

Insurance Penetration Rate
(Unit: %)

Insurance Penetration Rate

FY 2019

FY 2018

Change (%p)

11.16

11.6

-0.44

(Source: Korea Insurance Research Institute)

Prospects for 2020
Protectionism in global trade, along with many

activity and volume have seriously been contracted.

nations around the world that have aging populations,

Consequently, as a result of this adverse development

is holding back domestic economic growth. In

that calls on a policy rate cut by the Central Bank of

addition, ever-intensifying challenges and structural

Korea in response to limiting the economic damage

changes-capital strains on balance sheets ahead of

from the coronavirus outbreak, market interest rates

accounting method amendments in line with new

are feared to approach near the zero percent rate,

global standards, market saturation, and interest

posing a downside risk to insurers’ investment yield.

rates nearing zero-are weighing on the insurance
In 2020, the entire insurance industry is forecast

market’s growth momentum.

to remain static, with premium income growth
Furthermore, a soaring loss ratio in motor and

rate assumed at 0.0%, largely affected by a -2.2%

medical reimbursement products, as well as

growth outlook on the life insurance segment,

increasing expenses, appear to be putting more

which is heading toward a contraction for the fourth

pressure on profitability. Most recently, due to

consecutive year.

the outbreak of the coronavirus pandemic, sales

Insurance Market Growth Trends
(Unit: KRW trillion, %)

FY 2017

FY 2018

FY 2019

FY 2020(F)

Premium Growth Rate Premium Growth Rate Premium Growth Rate Growth Rate
Life

113.97

△4.9

110.84

△2.7

117.26

5.8

△2.2

Non-Life

88.34

4.5

91.04

3.1

95.50

4.9

2.6

Total

202.31

△1.0

201.88

△0.2

212.76

5.4

0.0

Real Economic
Growth

3.1

2.8

2.0

2.1

(Source: Korea Insurance Research Institute, Bank of Korea)
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Non-Life Insurance
The non-life segment is expected to grow by 2.6%,

motor vehicles, de-marketing of premium discount

a figure lower than the previous year. By business

offers, and an increase of online channel proportion,

line, long-term insurance is expected to grow by 3.4%

is likely to slightly grow by 0.9%. Overall, general

due to a slowdown in long-term accident and health

P&C insurance-despite an expected expansion in

premium volume increase, as well as a decrease in

mandatory insurance, such as elevator liability

protection-type portion. Motor insurance, which is

insurance and cyber insurance-is forecast to grow

currently experiencing complex factors, including

marginally by 2.8% due to declining trends in trade,

a falling increase rate in the number of registered

construction, and investment activities.

Non-Life Insurance Market Growth Trends
(Unit: KRW trillion, %)

FY 2018
Premium

FY 2019

Growth Rate

Premium

FY 2020(F)

Growth Rate

Growth Rate

Long-term

50.6

3.0

52.7

4.2

3.4

Annuity

14.3

5.9

14.8

3.5

2.0

3.5

△5.0

3.3

△5.8

△5.1

10.8

10.2

11.5

6.9

3.9

16.7

△0.8

17.1

2.4

0.9

9.5

6.3

9.8

3.8

2.8

Fire

0.3

△7.2

0.3

△5.4

△4.2

Marine

0.6

△7.6

0.6

△5.2

△1.7

Guarantee

2.0

12.1

2.0

3.9

1.9

Casualty

6.7

6.8

7.0

5.0

3.7

91.1

3.1

91.0

4.9

2.6

Individual Annuity
Retirement Annuity
Motor
General P&C

Total

(Source: Korea Insurance Research Institute)

Life Insurance
In 2020, the life insurance segment is expected to

insurance is anticipated to shrink by 9.9% from a

see a setback of -2.2% growth, marking its fourth

year earlier, mainly due to guarantee rate cuts in

year of decline. The negative growth is attributable

sync with falling interest rates and strategic de-

to the decreasing rate of protection policies and a

marketing against potential regulatory changes.

continued decline in savings insurance. Protection

Despite efforts to boost sales, variable savings lines

insurance, adversely affected by whole-life market

are expected to decline by 5.4% year on year amid

saturation and a rise in surrenders, is expected

concerns over the financial market’s rising volatility.

to grow only 2.4% year on year. General savings
12

Life Insurance Market Growth Trends
(Unit: KRW trillion, %)

FY 2018
Premium

FY 2019

Growth Rate

Premium

FY 2020(F)

Growth Rate

Growth Rate

Protection

41.48

2.1

43.21

4.2

2.4

Savings

33.65

△13.5

31.73

△5.7

△8.4

Retirement Pension

35.71

3.4

42.33

18.5

△1.5

Total

110.84

△2.8

108.08

5.8

△2.2

(Source: Financial Supervisory Service, Korea Insurance Research Institute)

Insurance Regulatory Changes in 2020
Regulations in the Korean insurance industry continue

Korea, the following measures are going to take

to evolve. According to the Korea Life Insurance

effect from early 2020. Here’s a round-up of the key

Association and General Insurance Association of

changes moving into two directions:

Measures for Enhanced Benefits and Protection for Consumers
Disclosure of Insurance Solicitor’s Misselling History (as at Jan.)
Under the Supervisory Regulation of the Insurance Business Act, mis-selling records, if any, of insurance solicitors
shall be disclosed in insurance policy application forms, designed to help customers informed and assured of
their insurance agents’ credibility.
Offline Collective Training of Frequent Missellers (as at Jan.)
Under the Enforcement Decree and the Supervisory Regulation of the Insurance Business Act, insurance solicitors
with frequent mis-selling records are required to attend correction programs in addition to the usual on-the-job
trainings. The solicitors who have 1% or higher mis-selling ratio and 3 or more mis-selling contracts for the prior
year must complete 12 or more hours of off-line collective training sessions.
Internal Controls Strengthened for Large General Agencies (as at Jan.)
In accordance with the Supervisory Regulation of the Insurance Business Act, big GAs with 500 or more
employees are required to incorporate whistle-blower and customer protection provisions into internal policies
and manuals. Also, larger GAs with 1,000 or more agents are mandated to set up a supporting function
for compliance officer. GA compliance officers are required to report on their internal control systems and
implementation status internally to the board of directors and externally to the government regulatory body, the
Financial Supervisory Service (FSS) at least annually. GA compliance officers shall be guaranteed with 2-year or
longer terms of service, and independent from other operational functions.
Reactivating Consumer Right’s to Designate Claims Adjuster (as at Jan.)
In accordance with the Supervisory Regulation of the Insurance Business Act, and the Best Practice on Claims
Adjustment Delegation and Claims Adjuster Appointment, insurance companies are required to provide
information to policyholders on claims adjusters assigned for their claims filed. Life and non-life industries
associations have jointly established a detailed set of standard regulations on the administration of policyholders’
request for the appointment of claims adjusters. Policyholders have a right to ask insurers to assign who they
want for their claims assessment, and should such requests be rejected, valid reasons should be clearly explained
to policyholders.
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Other Regulatory Improvement Measures
Insured for mandatory disaster liability insurance added (as at Jan.)
Under the Enforcement Decree of the Framework Act on the Management of Disaster and Safety, rental
apartments, and 4 or less-story apartments were added to the compulsory take-up categories for disaster liability
insurance from Jan. this year. As directed by the Ministry of Public Administration and Safety, the compulsory
disaster cover was first introduced by local insurers in Jan. 2017. Initially 19 types of buildings such as hotels,
restaurants, museums, storage warehouse, etc. were defined as compulsory insurance subjects for protections
against bodily injuries or property damage from accidents like fire, explosion or demolition.
Natural perils insurance for small businesses across the nation (as at Jan.)
A natural perils insurance pilot program for small business owners, which was launched for 22 municipalities
in May 2018, and expanded to 37 from Jan. 2019, was fully implemented nation-wide from January 2020. Small
business owners can purchase protections against typhoon, flood, heavy snow, earthquake, and other natural
perils at subsidized rates. 50 - 92% of premiums are supported by the government. The nation-wide roll-out
of natural disaster covers is sponsored by the Ministry of Public Administration and Safety, and products are
provided by five local general insurance companies.
Entry barrier removed for some fin-tech companies (as at Feb.)
A fin-tech company owned by a bank or financial holding company in principle were not permitted to sell a
simple-featured insurance product as an ancillary business. However, such an entry barrier was removed for a
fin-tech corporation whose shares invested by a financial company exceed 15% of the total shares. Under the
amended Supervisory Regulation of the Insurance Business Act, fin-tech players can set up a general insurance
agency selling simple products from February 2020.
Deductible expense limit raised for pension owners 50s or older (as at Jan.)
Based on the amended tax laws – the Restriction of Special Taxation Act and the Income Tax Act, deductible
expense limit for income tax return was raised from KRW 4 million (or KRW 7 million incl. IRP value) to KRW 6
million (or KRW 9 million incl. IRP value) for personal pension account (incl. IRP) owners aged 50 or older for a
period till 31 December 2022. The temporary tax benefit will not apply to those who belong to a high-income
earners category whose annual comprehensive income or annual salary is above KRW 100 million or KRW120
million, respectively. Those who earn more than KRW 20 million as investment gains or interest incomes are not
eligible for this tax break.
(Source: Korea Life Insurance Association, General Insurance Association of Korea)

Co-Insurance
Permitted as a Liability Restructuring Solution in Korea
On January 30, 2020, the Financial Supervisory

Surely, it sends a positive signal for the insurance

Commission (“FSC”) announced that it will permit

industry as they have sought ways to strengthen

co-insurance to be used as a type of reinsurance

their capital structures prepared for the upcoming

arrangement for life and non-life insurance

implementation of IFRS 17 and the more stringent

segments. Insurance companies in South Korea are

RBC regime, the Korea Insurance Capital Standard

going to have an additional option to strengthen

(K-ICS) planned in 2023.

their capital positions.
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In recent years, diverse efforts have been made

and insurance risk as well as pure underwriting risk

by insurance companies in preparation for the

to reinsurers.

IFRS 17 framework taking effect in 2023. To
improve available capital positions, hybrid or
subordinated debts have been issued, and to lower
required capitals long-term sovereign bonds were
purchased as a means to narrow asset-lability
duration gaps.

Co-insurance newly permitted by the FSC is a
modified type of reinsurance, which is widely
used in Europe. Under traditional reinsurance
placements, only risk premiums are ceded to reinsurers, while modified reinsurance contracts
allow primary insurers to transfer other risks to

With the new option given, primary insurers in

reinsurers such as savings premiums and interest

Korea will be able to raise more available capital or

rate risk.

lower required capital by ceding interest rate risk

Traditional Reinsurance
<Insurer>

Co-Insurance
<Reinsurer>

Risk
Premiums

Underwriting
Risk

<Insurer>

<Reinsurer>

Risk
Premiums

Savings
Premiums

Savings
Premiums

Additional
Premiums

Additional
Premiums

Underwriting Risk,
Interest Rate Risk,
etc.

(Source: Financial Supervisory Service)

Under general reinsurance contracts, primary insurers

a modified structure, only labilities (i.e. technical

cede assets and liabilities to reinsurers and pay

provisions) of insurers are ceded to reinsurers.

reinsurance premiums to reinsurers, while under

General Co-insurance
Insurer’s Balance Sheet
Assets

Modified Co-insurance

Reinsurer’s Balance Sheet

Technical
Provisions

Assets
Ceding

Technical
Provisions

Insurer’s Balance Sheet
Assets

Reinsurer’s Balance Sheet

Technical
Provisions

Assets

Technical
Provisions

Ceding

(Source: Financial Supervisory Service)
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Regulatory Obstacle & Empirical Needs
Local insurers have focused on bond reclassifications,

Korea blocked by local regulatory restrictions could

and hybrid or subordinated bond issuance aimed at

not choose one of those options for liability pressure

improving available capital positions. However, for

reduction.

the past years, the local market has seen only limited
volume of long-term government bond trades and
an increasing cost (i.e. interest rate burden) of bond
issuance. Those two methods have not contributed
much to capital supplement.

Local companies should adapt to experiences
and precedents in large international players.
In insurance markets in the EU and the US, coinsurance has been used as one of capital solutions,
much earlier than Korea. In Eurozone, for example,

Using the co-insurance solution, insurance

both general reinsurance and the modified one are

companies can have more room to optimize their

allowed except some restrictions on asset transfer.

financial statements to meet up financial soundness

The US financial regulators allow not only the

requirements. Particularly, those with long-term

Euro version but also an American variation which

liabilities for high-level of fixed guaranteed rates

requires assets/liabilities and technical provisions to

may improve their financial soundness. In other

be booked in primary insurer’s account. However,

words, a risk of solvency aggravation from the K-ICS

the American model is not permitted in Korea where

roll-out and interest rate volatility can be mitigated.

the governing regulation “Enforcement Decree
of the Insurance Business Act (Article 63 (2)” sets

In more developed economies, various means such

forth rules on technical provisions based on the

as co-insurance, policy buy-backs, and portfolio

assumption that technical provisions shall be ceded

transfers to other (re)insurers have been deployed

to reinsurer’s account.

by insurers for liability readjustment. Insurers in

Preparatory Works in Progress
To incorporate all the technical details for booking

is being considered by the regulators in terms of

risk transfers, the governing laws and regulations

solvency calculation. Taking into account that interest

including the Supervisory Regulation of the Insurance

rate and other risks usually assumed by primary

Business Act are being amended and will be finalized

insurers are to be ceded to reinsurers under this

by the 2nd quarter in 2020. Particularly, accounting

co-insurance arrangement, risks such as credit risk

for this type of transaction will be clearly defined in

taken or additionally assumed by primary insurers

the Supervisory Regulation of the Insurance Business

should be reflected in RBC calculation. The ongoing

Act and the Detailed Rules for Implementation in

discussions to that end are: 1) to exclude interest

order to handle potential gaps in reserve valuation.

rate risk ceded to reinsurers via co-insurance from

Under the new regime, primary insurer’s technical

the assessment of primary insurer’s exposure to

provisions in undiscounted value will be calculated on

interest rate risk; or 2) to load credit risk to primary

a market-consistent basis to be ceded to reinsurers.

insurers as transfer of labilities to reinsurers in
traditional reinsurance contracts may increase their

In addition, improvement of the current RBC regime
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exposures to reinsurers’ default risk.

Currently, other methods such as policy buy-back,

their efforts to provide various capital solutions for

and portfolio transfer are also under review by the

local insurance companies.

Korean financial regulators and policymakers in

Environmental Impairment Liability Insurance & Pricing Improvement
Current Status of Environmental Impairment Liability Insurance
Environmental Impairment Liability (EIL) insurance

KRW 71.9 billion. As of end of November 2019, EIL

was mandated in Korea effective from 1 July 2016.

uptake ratio remains constantly high at 97.3% (or

For the past 3 years since effectuated, average

99.3% including policyholders who ceased or hold

annual gross written premium recorded at around

business operations).

EIL Gross Written Premium Trend
(Unit: KRW billion)
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Product Feature & Pricing Structure Improvement
Improvements in product features and pricing

In addition, out of the hazardous materials defined

rates are planned to be implemented in 2020.

as “Specific Substance Harmful to Water Quality”

The National Institute of Environmental Research

in the Detailed Rules for Implementation of the

identified and formally listed 79 toxic chemicals,

Water Environment Conservation Act, rates were

among which reference net premium/ pricing

newly created for 3 harmful substances, which have

tables for 77 were developed in March 2019, and

not had reference risk rates. For other substances

went into effect in July 1, 2019. These rates were

categorized into general substance harmful to water

calculated taking Human Health Effect (HEF) and

quality, a single rate has been universally applied,

Distribution of Human Health (DistHH) indicators

but going forward different rates will be offered to

into account.

those associated with unevenly higher risks.
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Korean Re New Year’s Concert in 2020
In celebration of new-year, Korean Re employees

Beethoven’s Concerto for Violin in D major, Op. 61

and their families gathered together at a dinner

with its solo part played by Mr. Leonidas Kavakos, a

party and enjoyed an annual concert of classical

world-renowned violinist from Athens.

music performed by the Seoul Philharmonic
Orchestra on January 10, 2020. CEO Jong-Gyu Won
opened the stage with a smile delivering a good
news to the audience that the company is expecting
some excellent net income in 3 years. Mr. Won
praised the hard work and support rendered by all
employees amid difficult challenges.
A surprisingly amusing moment came when a labor
union leader and CEO started to sing “One Fine
Autumn Day” in tunes. The duo’s harmony appeared
to represent the current friendly relationship of
the management and labor of Korean Re. The
annual function also served as a welcoming party
for new employees and their parents. Eye-catching
and energetic dance performances and eloquent
speeches by young talents made the night’s event
all the more enjoyable.
The classical music performance was the highlight
of the night. The Seoul Philharmonic Orchestra,
conducted by Mr. Thierry Fischer, performed
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Shanghai Branch and Bogota Office Opening in 2020
In line with its global expansion strategy, Korean

activities in the country.

Re has obtained two (2) business licenses in early
2020. One is for Shanghai Branch in Mainland China

Meanwhile, Korean Re has obtained the approval

on January 15, and the other is for a liaison office in

on February 18, 2020 to open a liaison office in

Bogota, Colombia on February 18, 2020.

Bogota, Colombia. This move is also in line with its
corporate strategy to further diversify into Latin

The new office in Shanghai will be Korean Re’s

America and the Caribbean. Business operation is

second representation in China, after Beijing liaison

planned to kick-off during the first half of 2020. The

office, which was established in 1997. In fact,

new operation is to start underwriting for property,

Korean Re has continuously worked on to set up an

casualty, and bouquet treaty lines first, and then to

operation in this city as part of its strategic initiative

expand into life and facultative and other areas.

to strengthen presence in China to capitalize on the
country’s rapidly growing insurance market.

“Shanghai branch will help us build a robust
foundation for stronger presence in this giant market

Currently, leading reinsurers such as Hannover Re,

of China, and the further step into the Latin American

RGA, and Gen Re and many of insurers from across

region will push us further into new markets,” said

the world have their local vehicles in Shanghai,

CEO Mr. Jong-Gyu Won.

the financial hub of China. Korean Re is expecting
that the operation in Shanghai will bring increased

“Going Global” has been one of the key priorities

access to the country’s vast pool of quality contracts.

since he took office in 2013. To gain easier access

While the office in Beijing has carried out market

to quality business and portfolio diversification,

research and support functions, the new one in

continued focus will be placed on this global

Shanghai is designed for underwriting business

expansion strategy.

Business Results for 2019
In 2019, Korean Re delivered strong results driven

from long-term reimbursement covers and directly-

by improved underwriting results and investment

acquired motor insurance policies. The level of loss

incomes. On a consolidated basis, our net income

is expected to be pushed down by scaling down

totaled KRW 188.7 billion, up 86.6%, a record in

underperforming segments in 2020.

our history. Gross written premiums for 2019
increased by 6.5% to KRW 8,051.5 billion. Net written

Overseas business has grown by 7.7%, turning the

premiums have grown by 4.0% to KRW 5,533.0

bottom line into the black. Given the previous year’s

billion. The overall combined ratio declined to

excellent result of 13.5% last year, the number

100.1% in 2019 from 100.6% 2018.

may look less charming, but 2019 target of 4.7%
was over-achieved. Strategically-reduced marine

Domestic business posted a growth rate increase

& aviation line was compensated by improved

6.1% year on year. Commercial lines, benefiting

profitability from strong underwritings for motor,

from mandated policy up-take in crop, livestock, and

and life and specialty lines. Losses incurred by

natural perils insurance, saw an increase in gross

natural catastrophe increased but man-made

written premiums to 6.0% year on year. Despite

catastrophic events were largely declined, driving

losses from a series of typhoons - Lingling, Tapah,

down the combined ratio from 104.6 to 99.1%.

and Mitag, combined positive drivers such as lessfrequent high-loss events, livestock policy pricing

In spite of difficult underwriting operations in 2019,

increase, and cut-down of underperforming public-

underwriting loss was substantially cut down to

sector coverages drove the combined ratio of

KRW 40.2 billion, down by KRW9.8billion year on

domestic commercial line down to 93.2%. Domestic

year. When excluding foreign exchange effects, we

personal lines recorded a contraction from 6.5% in

saw our underwriting loss on a separate accounting

2018 to 6.2% in 2019, with the combined ratio rising

basis plummeted to KRW 4.2 billion, with net

to 102.0% mainly attributable to a rise of loss ratios

investment income surged to KRW 235.8 billion.
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Investment operations delivered strong results

of more assets to profitable loans and alternative

in 2019 with net investment income surged by

investment vehicles have been behind the strong

KRW 62.4 billion to KRW 235.8 billion year on year,

performance since 2016.

with an investment yield of 4.0%. A huge one-off
gain from KORAMCO REITS & TRUST share sales

The value of our total assets rose by KRW 982.3

(KRW 26.7 billion) and a rise in bond sales gains

billion year on year to KRW 11,733.1 billion as at the

were key drivers. The 5-year average asset under

end of December 2019, while our invested assets

management remained at around 7%. Under our

amounted to KRW 6,222.2 billion, up KRW 342.6

flexible portfolio management strategy, allocation

billion year on year.

Financial Highlights FY2019
(Unit: KRW billion, USD million)

For the Year

FY 2019 (KRW)

FY 2019 (USD)

FY 2018 (KRW)

FY 2018 (USD)

Gross Written Premiums

8,051.5

6,843.5

7,558.5

6,801.5

Net Written Premiums

5,532.9

4,702.8

5,317.9

4,785.3

188.7

160.4

102.9

92.6

Net Income

(Unit: KRW billion, USD million)

At the Year End

FY 2019 (KRW)

FY 2019 (USD)

FY 2018 (KRW)

FY 2018 (USD)

Total Assets

11,733.1

9,972.7

10,750.9

9,674.2

Insurance Contract Liabilities

5,974.6

5,078.2

5,578.5

5,019.8

Total Shareholders' Equity

2,456.0

2,087.5

2,237.6

2,013.5

Financial Ratio (%)

FY 2019

FY 2018

RBC Ratio*

217.8%

211.5%

Combined Ratio**

100.1%

100.6%

ROA

1.7%

1.0%

ROE

8.0%

4.7%

Payout Ratio
EPS (KRW, USD)

30.4%

30.7%

KRW1,550
USD1.32

KRW 810
USD 0.73

* 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.
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Tel : (82-2) 3702-6000
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E-mail : singapore@koreanre.co.kr

Brighton Place, Lot U0213-U0215,
Jalan Bahasa P.O. Box 80431,
87014 Labuan F.T. Malaysia
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E-mail : singapore@koreanre.co.kr

Unit 1102B, Level 11, Gate Building (East),
DIFC, Dubai, UAE PO Box 506869
Tel : (971-4) 355-5028
Fax : (971-4) 355-0788
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Tel : (44-20) 7265-0031
Fax : (44-20) 7481-8412
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Fax : (1-212) 349-0210
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Tel : (44-20) 7265-0031
Fax : (44-20) 7481-8412
E-mail : london@koreanre.co.kr

Marunouchi Mitsui Building 5th Fl. No. 508
2-2-2 Marunouchi, Chiyoda-ku,
Tokyo, Japan
Tel : (81-3) 3201-1673
Fax : (81-3) 3215-5585
E-mail : tokyo@koreanre.co.kr

Unit 10F-A2, Merchants Tower,
Jianguo Road No. 118, Chaoyang District,
Beijing 100022 China
Tel : (86-10) 6590-6276, 6277
Fax : (86-10) 6590-6278
E-mail : beijing@koreanre.co.kr

Suite 3606, 36/F. Central Plaza
18 Harbour Road, Wanchai, Hong Kong
Tel : (852) 2877-3117, 3127
Fax : (852) 2877-2019
E-mail : mailbox@wis.com.hk

Korean Reinsurance Switzerland AG
Brandschenkestrasse 47, CH 8002 Zürich,
Switzerland
Tel : (41) 79-157-2111
Email : info@koreanre.ch

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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