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Overview of Fiscal Spending Plan for 2020
The Korean government will continue to take ex-

A large portion of the proposed budget for next

pansionary policy measures in 2020 in response

year will be spent on shoring up the flagging econ-

to growing concerns on economic downturn. The

omy in a way that creates a virtuous cycle where

Ministry of Economy and Finance unveiled a 2020

a fiscal stimulus plan leads to economic growth,

budget of KRW 513.5 trillion, which is the biggest

which in turn increases tax revenue.

fiscal spending plan since the global financial crisis.

Fiscal Spending Plan for 2020

2019

KRW 469.6 trillion

9.3%
(KRW 43.9 trillion)

2020

KRW 513.5 trillion

(Source: Ministry of Economy and Finance)

More than KRW 1 trillion has been earmarked to

year to support exporters.

boost exports and counter the fallout of a trade
dispute with Japan. Exports, which account for

Korea will see its fiscal spending on job creation

around half of Korea’s GDP, have been lackluster

expand by 21.3 percent to a record high of over

for months in the wake of a trade conflict between

KRW 25 trillion, with financial support of the jobless

the US and China and Japan’s export control against

such as unemployment benefits accounting for 40

Korea. The government also plans to increase its

percent of the total job creating budget. Sluggish

expenditure on research and development by 17.3

job growth has been one of the biggest challenges

percent to support the key materials and parts

to the economy, and a high unemployment rate

industries so that their reliance on Japan could

among youth, in particular, has been causing social

be reduced. The increased R&D expenditure will

worries. In response, the government will spend

include investment in future growth engines like

KRW 6.6 trillion on various employment promotion

artificial intelligence, 5G networks and bio-health

subsidies and set aside KRW 2.9 trillion for direct

services. In addition, the government will provide

job creation programs.

KRW 3.7 trillion to the trade insurance fund next
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Budget Increase by Sector
(Unit: KRW trillion)

+ 20.6

(12.8%)

+ 5.2

(27.5%)

+ 3.6

(17.3%)

Welfare,
Industry,
Research &
Job Creation SMEs, Energy Development

+ 3.5

+ 2.6

+ 1.8

(7.4%)

(12.9%)

(2.6%)

Defense

SOC

Education

+ 1.4

(19.3%)

+ 0.9

(4.7%)

+ 0.8

(4.0%)

Environment Agriculture, Public safety
Forestry,
Fishery, Food

(Source: Ministry of Economy and Finance)

Interest Rate and Foreign Exchange Rate Outlook for 2020
In 2020, interest rates are likely to go down or re-

for the first time in history in August 2019. The BOK

main low in Korea as well as in many other major

slashed its policy interest rate by 25 basis points

economies in the world, with mainstream expecta-

to a record low of 1.25 percent in October, which

tions becoming lower than they had been. A slow-

was the second rate cut in three months, in a bid to

ing economy and lack of confidence in inflation

boost growth.

forecasts are the primary reasons for the lower
interest rate forecasts. There are growing econom-

Like many other export-driven economies across

ic woes and abnormal signs such as an inverted

the globe, the Korean economy is under severe

yield curve in the US, which is an interest rate en-

strain due to plunging exports. The US-China trade

vironment where yields on short-term US treasury

war is increasingly becoming a threat to global

bonds exceed longer-term ones. Yield curve inver-

growth, with an ongoing cyclical slowdown in in-

sion is believed to be a typical signal of a looming

dustrial production being exacerbated by the pro-

recession.

tracted period of high trade tensions. A slump in
tech demand also presents a major challenge to

Deflationary risks, in particular, are putting pres-

the Korean economy, and consumer price inflation

sure on the Bank of Korea (BOK) to cut its bench-

in a country that depends on global trade is heavily

mark interest rates as inflation dropped below zero

linked to performance in exports.
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The average three-year treasury rate in Korea is

rebound next year after some declines this year,

expected to drop to 1.1 percent in 2020 from 1.5

with the average yield on three-year corporate

percent in 2019 and 2.1 percent in 2018. As the

bonds (rated AA-) forecast to rise to 2.3 percent in

economy is heading downward and corporate credit

2020 from 2.0 percent in 2019.

risks are rising, corporate bond yields are likely to

Interest Rate Outlook for 2020
(Unit: %)

2018

2019

2020

Annual

H1

H2

Annual

H1

H2

Annual

Average three-year treasury bond rate

2.1

1.7

1.3

1.5

1.3

0.9

1.1

Average three-year corporate bond rate
(rated AA-)

2.7

2.2

1.8

2.0

2.1

2.7

2.3

(Source: LG Economic Research Institute)

Meanwhile, the Korean won is expected to remain

of the US dollar appears to be not significant as

weak against the US dollar in 2020 as the green-

central banks of major economies signal more

back will likely benefit from a desire for safe assets

monetary easing in the face of growing risks to

amid rising fears of recession. The average KRW/

the economic growth outlook. Deteriorating global

USD foreign exchange rate is forecast to increase

trade conditions will continue to hurt most econo-

from KRW 1,175 per dollar in 2019 to KRW 1,220 in

mies, fueling demand for dollar-denominated as-

2020. Despite an economic slowdown and falling

sets. These factors that keep the dollar strong are

interest rates in the US, their impact on the value

set to persist for a while.

KRW/USD Foreign Exchange Rate Outlook
(Unit: KRW)

1,250

1,220.00

1,200

1,175.00

1,160.41

1,150

1,131.52

1,130.48

1,100
1,050

1,100.58
1,053.12

1,000
950

2014

2015

2016

2017

(Sources: Bank of Korea, LG Economic Research Institute)
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2018

2019(E)

2020(F)

Corporate Bond Issuance of Korean Companies still Remains Robust
Steady demand for Korean corporate bonds in the

vices Commission. This proves there is still a strong

global debt market has contributed to the contin-

market appetite for investment-grade Korean busi-

ued issuance by many firms despite concerns that

nesses across the globe. The supervisory body will

Japan’s export restrictions on Korea would weigh

continue to closely monitor any risk factors in the

on securing further capital for Korean companies,

corporate funding market to ensure prompt re-

according to data released by the Financial Ser-

sponse to any disruption or adverse developments.

Recent Issuance of Corporate Bonds by Korean Companies
Date

Issuer

Credit Rating

Amount
(Unit: million)

Maturity
(Years)

Jul 3

Lotte Property & Development

Aa3

USD 300

3

Aug 20

KDB Bank

Aa2/AA/AA-

AUD 700

5

Aug 28

Korean Air

Aa2/AA

USD 300

3

Sep 10

SK Hynix

Baa2/BBB-

USD 500

5

Sep 19

The Export - Import Bank of Korea

Aa2/AA/AA-

AUD 400

5

Sep 19

The Korea National Oil Corporation

Aa2/AA

CHF 300

5

Sep 23

KDB Bank

Aa2/AA/AA-

USD 1,000

3/5

Sep 24

Hana Bank

A1/A+

USD 400

3

Sep 25

Woori Bank

Ba1/BB+

USD 550

Perpetual

(Source: Financial Services Commission)

Meanwhile, corporate bond issuance in Korea

appetite for safer assets like bonds amid the eco-

hit a record high of KRW 48.8 trillion in the first

nomic and market uncertainty arising from trade

six months of 2019 as companies rushed to raise

tensions between the two largest economies in

funds by issuing debt, capitalizing on a favorable

the world. Low interest rates also have supported

corporate debt market environment. Falling inter-

robust investor demand for corporate debt instru-

est rates have allowed businesses to issue bonds

ments, although Korean corporate bond yields

at cheaper costs. There has been strong investor

have been dropping.
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Trend of Corporate Bond Issuance in Korea
(Unit: KRW trillion)

60
50
40
30

32.6

48.8

43.3

37.4
29.4

20
10
0

H1 2015

H1 2016

H1 2017

H1 2018

H1 2019

(Source: Korea Financial Investment Association)

A Snapshot of Korea’s Foreign Direct Investment (FDI) in the Second Quarter of 2019
The global expansion of Korean business giants

According to the Ministry of Economy and Finance,

continues to gain momentum, reflecting their ev-

overseas investments by Korean firms in the sec-

er-growing interest in gaining a foothold in over-

ond quarter of 2019 rose by 13.3 percent year on

seas markets and adopting advanced technologies,

year to USD 15.01 billion from USD 13.25 billion

in particular, in the manufacturing sector. The

and 6.3 percent quarter on quarter.

abundance of liquidity in the domestic capital market has also contributed to the FDI increases.

Quarterly FDI
(Unit: USD billion)

2018
Q1
All Industries

Manufacturing

Finance

2019

Q2

Q3

Q4

Q1

Q2

9.74

13.25

13.56

13.23

14.11

15.01

-28.5%

25.9%

31.1%

30.7%

44.9%

13.3%

2.40

5.03

5.13

3.83

5.82

5.75

25.0%

226.6%

152.7%

14.7%

142.5%

14.3%

3.21

3.86

4.27

4.87

5.24

5.22

35.4%

33.6%

-8.8%

51.2%

63.2%

35.2%

(Source: Ministry of Economy and Finance)

Investments made in the manufacturing industry

real estate (9.2 percent), mining (5.0 percent) and

accounted for the largest share of 38.3 percent,

electricity & gas (2.7 percent).

followed by financial and insurance (34.8 percent),
8

Such a jump was mostly attributed to a spike

The FDI in the U.S. recorded a total of USD 3.2

in investments in the finance industry, up 35.2

billion, up 14.7 percent, led by some large M&A

percent from a year earlier amounting to USD 5.52

transactions by Korean firms in an effort to secure

billion from USD 3.86 billion, reflecting increasing

global sales channels. Investment in China posted

fund investments of local capital surplus in

a whopping 123.7 percent increase compared to

advanced economies.

the previous year, driven by overseas expansion of
facilities by big companies in the semi-conductor

In addition, global push through large-scale M&As

and electric device sectors.

and expansion of facilities in the manufacturing
sector have led to the rise in FDI. The industry

The biggest share of FDI by Korean businesses

saw an increase of 14.3 percent from the last year

went to Asia at 36.6 percent, trailed by North

totaling USD 5.75 billion from USD 5.03 billion.

America at 22.9 percent, Central and South America
at 18.0 percent, and Europe at 17.7 percent.

By nation, the U.S. took up the largest share of 21.3
percent in offshore investment by Korean firms.

However, Korea’s overall investment in the global

The Cayman Islands came in second with 16.1

market still has scope for further growth compared

percent, followed by China (13.9 percent), Hong

to other major economies around the world as

Kong (7.4 percent) and Singapore (5.2 percent).

seen below:

FDI to GDP Ratio by Country
(Unit: %)

FDI/GDP

Korea

Taiwan

Japan

US

Germany

France

23.9

57.6

33.5

31.6

41.1

54.3

Advanced
Global Avg.
Countries
47.0

36.9

(Source: Ministry of Economy and Finance)

FDI Amounts of Advanced Countries (Cumulative Figures)
(Unit: USD billion)

2012

2013

2014

2015

2016

2017

2018

203

239

261

286

310

361

388

5,223

6,225

6,320

6,059

6,412

7,829

6,475

China

532

661

883

1,098

1,357

1,809

1,939

Japan

1,038

1,118

1,152

1,229

1,315

1,495

1,665

230

268

297

303

309

322

340

Korea
US

Taiwan

(Source: UNCTAD World Investment Report 2019)
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Insurance Market

Korean Insurance Market Outlook for 2020
The Korean insurance market remains persistently

for long-term accident and health insurance. In

stagnant amid a slowing economy and increasing

particular, new business premiums from savings

market maturity. Since the market shrank by one

insurance will continue to slump, with general

percent in 2017, the trend of market sluggishness

savings insurance (life) and long-term savings

has continued, with premium income expected to

insurance (non-life) forecast to post a compound

be KRW 202.7 trillion in 2020, almost the same as

annual growth rate of minus 18.8 percent and

the previous year’s. New business premiums are

minus 46.5 percent respectively between 2017 and

likely to decrease in most lines of business except

2020.

Trends of Insurance Market Growth Rates
(Unit: %)

6

5.3

4.5

3.5

4

3.8

3.1

2.6

2.2

2

0.3

0

2019(E)

2020(F)

-0.2

0

2017

2016

2018

-1.0

-2
-4

-2.2

-2.5

-2.7
-4.9

-6

Life Insurance

Non-Life Insurance

Total

(Source: Korea Insurance Research Institute)

Trends of Premium Income
(Unit: KRW trillion)

250
200
150

204.3

202.3

201.9

202.6

202.7

84.5

88.3

91.1

94.5

97

119.8

114.0

110.8

108.1

105.7

2016

2017

2018

2019(E)

2020(F)

100
50
0

Life Insurance

Non-Life Insurance

Total

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

decreasing demand for whole life insurance amid

2.2 percent in 2020, with total premiums projected

increases in life expectancy and the number of sin-

at KRW 105.7 trillion. It will be the fourth year in a

gle-person households.

row that the market will have been shrinking. This
downturn reflects a continued fall in savings insur-

Although life insurance companies have been focus-

ance premiums, driven by low interest rates and

ing on selling protection products such as long-term

potential capital pressures facing insurers upon the

health care and critical illness policies instead of sav-

adoption of IFRS17. Other downside factors include

ings products, the business of protection insurance

a decline in variable life insurance amid a bearish

remains under pressure due to the high degree of

stock market and an increase in policy surrender

saturation of the market and a rise in policy cancel-

amid rising household debt. Savings life insurance

lation following an economic downturn. However,

premiums are expected to decrease by 8.4 percent

life insurers’ effort to develop various types of low

to KRW 41.6 trillion in 2020. Sales of protection

cost health insurance products may help boost the

policies are forecast to slow down, growing by only

growth of the market.

2.4 percent. This slower pace of growth indicates

Life Insurance Premium Income Outlook by Line of Business
(Unit: KRW billion)

2018
Line of Business

Premium

Growth
Rate (%)

Premium

2020 (F)

Growth
Rate (%)

Premium

Growth
Rate (%)

Protection

42,785.8

2.5

44,345.7

3.6

45,390.2

2.4

General Savings

33,566.9

-13.5

30,177.2

-10.1

27,195.2

-9.9

Variable Savings

16,856.3

-5.0

15,225.9

-9.7

14,396.8

-5.4

Retirement Annuity

16,872.5

13.2

17,558.2

4.1

17,897.6

1.9

761.6

-0.4

770.1

1.1

773.5

0.4

110,843.1

-2.7

108,077.1

-2.5

105,653.4

-2.2

Others*
Total

*Others include group life insurance
(Source: Korea Insurance Research Institute)
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2019 (E)

Non-Life Insurance
Non-life premium income is projected to grow by

vidual annuity sector is also on the decline, with

2.6 percent to KRW 97 trillion in 2020, backed by

premium income expected to fall by 5.1 percent to

long-term accident and health insurance as well as

KRW 3.1 trillion. General P&C insurance will contin-

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

ue to maintain growth momentum thanks to the

growth rate of non-life premiums keeps slowing

expansion of the liability sector driven by compul-

from 3.8 percent in 2019, 3.1 percent in 2018 and

sory insurance, but the pace of growth is slowing

4.5 percent in 2017.

due to declining trade volume and intensifying
price competition. The motor insurance sector will

By line of business, the long-term accident and

remain weak, with premiums expected to grow by

health insurance market is projected to keep ex-

0.9 percent to KRW 17.3 trillion. Both positive and

panding, albeit at a slower pace, on the back of

negative factors will come into play. An increase in

medical expense insurance and simplified issue

the number of car registrations and a reduction in

insurance. Its premium income is expected to grow

premium discounts will support the growth of the

by 7.7 percent to KRW 38.7 trillion. Long-term sav-

market, while the rise of online-distribution chan-

ings insurance premiums are set to decline further

nels usually offering lower prices will be a drag on

by 27.6 percent to KRW 2.4 trillion, and the indi-

premium income growth.

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

2018
Line of Business

2019 (E)

2020 (F)

Premium

Growth
Rate (%)

Premium

Growth
Rate (%)

Premium

Growth
Rate (%)

Long-term

50,573.6

3.0

52,721.0

4.2

54,516.3

3.4

Motor

16,720.2

-0.8

17,121.1

2.4

17,268.4

0.9

General P&C

9,476.9

6.3

9,838.6

3.8

10,112.1

2.8

Annuity

14,294.0

6.1

14,833.9

3.8

15,107.9

1.8

Total

91,064.7

3.1

94,514.6

3.8

97,004.7

2.6

*Individual figures may not add up to the total shown due to rounding.
(Source: Korea Insurance Research Institute)
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Preliminary Business Results of Insurers in Korea for the First Half of 2019
Life Insurance
In the first six months of 2019, the Korean insurance

822.8 billion.

market shrank slightly compared to the same period
of the previous year, according to the preliminary

On the other hand, premium income from

data released by the Financial Supervisory Service

protection-type products grew by 3.9 percent to KRW

(FSS) in August 2019. Life insurance companies in

21.5 trillion. Life insurers have been encouraged to

Korea reported KRW 52.2 trillion in premium income

sell more protection policies than savings products

for the first half of 2019, representing a year-on-year

due to the adoption of the International Financial

decrease of one percent. As has been the case for

Reporting Standard (IFRS) 17 scheduled for 2022. The

the past several years, the contraction was driven

implementation of IFRS 17 will pressure life insurers

by falling sales of savings life insurance. The market

to step up capital raising as they will be required to

also took a hit from a decline in variable insurance

measure their insurance liabilities at market value

sales. Premium income from savings and variable

and set aside higher levels of reserves. IFRS 17

insurance policies fell by 4.8 percent and 8.5 percent

also requires them to separate distinct investment

respectively to around KRW 16.2 trillion and KRW

components from the host insurance contract and

9.0 trillion. Initial premiums from variable insurance

to exclude those investment components from their

shrank even greater by more than 30 percent to KRW

insurance revenues.

Life Insurance Premium Income
(Unit: KRW billion)

H1 2018

H1 2019

Change (%)

Premium Income (General + Special)

52,787.8

52,246.0

-1.0

Protection

20,649.2

21,463.3

3.9

Savings

16,983.6

16,163.8

-4.8

Variable

9,787.5

8,954.7

-8.5

Retirement Annuity etc.

5,367.5

5,664.2

5.5

- General Account

- Special Account

(Source: Financial Supervisory Service)

Life insurers saw their aggregated net income

of one-off gains from Samsung Life’s sale of its

drop sharply to KRW 2,128.3 billion for the first two

stake in Samsung Electronics in the first half of

quarters of 2019, compared to the same period of

2018. If that effect is excluded, investment profit

the prior year. Underwriting losses widened to KRW

would have increased by KRW 422.4 billion. Non-

11.8 trillion amid falling sales of savings insurance

operating income decreased by 12.4 percent as

and rising paid claims with regard to expiring

there was a drop in fee income from reduced sales

savings policies. Investment gains declined by 5.1

of variable insurance.

percent to KRW 12.3 trillion due to the base effect
14

Life Insurance Net Income
(Unit: KRW billion)

H1 2018

H1 2019

3,148.7

2,128.3

-32.4

-11,372.0

-11,826.0

-4.0

12,992.1

12,324.8

-5.1

- Non-Operating Income

2,576.6

2,256.4

-12.4

- Corporate Tax Expense

1,048.0

626.9

-40.2

Net Income
- Underwriting Profit
- Investment Profit

Change (%)

(Source: Financial Supervisory Service)

Total assets of life insurers expanded by 5.8 percent

ratio also went down by 3.47 percentage points to

to KRW 890 trillion as of the end of June 2019,

5.39 percent. Total shareholders’ equity increased

while the return on assets (ROA) ratio fell slightly

by 18.9 percent to KRW 83.9 trillion as mark-to-

to 0.49 percent due to decreased net income for

market gains on bonds improved in line with a fall

the first half of the year. The return on equity (ROE)

in interest rates.

ROA
(Unit: %)

0.8
0.6

0.75

0.74
0.61

0.49

0.4
0.2
0

H1 2016

H1 2017

H1 2018

H1 2019

(Source: Financial Supervisory Service)

ROE
(Unit: %)

10
8

8.56

8.86

6.69
5.39

6
4
2
0

H1 2016

H1 2017

H1 2018

H1 2019

(Source: Financial Supervisory Service)
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Non-Life Insurance
Non-life premium income was KRW 44.9 trillion for

premium income to grow by 4.4 percent to KRW 26.2

the January – June period of 2019, up 4.6 percent

trillion. The general P&C sector showed a 5.2 percent

compared to the same period a year earlier. The

growth in premium income to KRW 5,091.7 billion,

growth was driven by the long-term and general P&C

backed by casualty insurance. Motor insurance

insurance sectors. There was an increase in the sale

premiums expanded by 2.6 percent to KRW 8,641.2

of long-term protection policies, leading long-term

billion in the wake of an increase in pricing.

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

H1 2018

H1 2019

Change (%)

Premium Income

42,927.6

44,891.2

4.6

- General P&C

4,838.8

5,091.7

5.2

- Motor

8,421.1

8,641.2

2.6

25,066.8

26,160.7

4.4

4,600.9

4,997.6

8.6

- Long-Term
- Retirement Annuity, etc.
(Source: Financial Supervisory Service)

Non-life insurers reported a 29.5 percent reduction

inflated as car repair costs went up. General P&C

in net income amid growing underwriting losses

lines generated an underwriting profit of KRW

from long-term and motor lines. Net income totaled

286.2 billion, but the size of profit shrank in the

KRW 1,485 billion for the first six months of the

wake of increased claims both at home and abroad.

year. Underwriting losses widened to KRW 2,258.5

Meanwhile, investment profit rose by 6.4 percent to

billion due to increases in long-term insurance

4,292.7 billion as bond interest income and dividend

expenses and claims. Motor insurance losses also

income expanded.

Business Results of Non-Life Insurers
(Unit: KRW billion)

4,000.0

46,000.0
44,891.2

45,000.0
44,000.0
43,000.0
42,000.0
41,000.0
40,000.0

3,000.0
42,927.6

2,500.0
2,000.0

2,106.9
1,485.0

H1 2018

H1 2019
Premium Income (Left)

(Source: Financial Supervisory Service)
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3,500.0

Net Income (Right)

1,500.0
1,000.0

Underwriting Profit by Line of Business
(Unit: KRW billion)

Underwriting Profit
- Long-term

H1 2018

H1 2019

-1,113.2

-2,258.5

-1,613.1

-2,126.3

-3.1

-418.4

503.0

286.2

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

Total assets of the non-life insurance industry grew

equity increased by 21.4 percent to KRW 42.1

by 9.9 percent to KRW 312.3 trillion as of the end of

trillion as mark-to-market gains on bonds improved

June 2019, while the return on assets (ROA) ratio fell

in line with a drop in interest rates. The return on

slightly to 0.97 percent due to decreased net income

equity (ROE) ratio declined by 4.64 percentage

for the first half of the year. Total shareholders’

points to 7.4 percent.

RBC Ratios of the Korean Insurance Industry as of June 2019
As of the end of June 2019, the average risk-based

second quarter of the year and an increase in other

capital (RBC) ratio of the Korean insurance industry

comprehensive income amid falling interest rates.

increased by 8.5 percentage points to 282.4 percent

The required capital expanded marginally to KRW

compared to three months earlier. The available

53.9 trillion as the capital requirements for credit

capital grew by KRW 9.7 trillion to KRW 152.4

and market risks of retirement annuity accounts

trillion, thanks to positive net income results for the

increased.

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

Q1 2019

Q2 2019

As of Period End

Available
Capital

Required
Capital

RBC
Ratio(%)

Available
Capital

Required
Capital

RBC
Ratio(%)

Change in
RBC Ratio
(%p)

Life Insurers

97.2

34.0

285.4

104.0

35.1

296.1

10.7

Non-Life Insurers

45.5

18.0

252.1

48.3

18.8

256.9

4.8

Total

142.7

52.1

273.9

152.4

53.9

282.4

8.5

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

17

Bulletin | 02 Insurance Market

Life insurers saw their RBC ratio rise by 10.7 per-

to 256.9 percent. The ratios remained far above the

centage points to 296.1 percent, while the ratio of

statutory minimum requirement of 100% under the

non-life insurers increased by 4.8 percentage points

Insurance Business Act.

Trends of RBC Ratios
(Unit: %)

340
330
320
310
300
290
280
270
260
250
240
230
220
210
200

296.1
285.4
272.0

271.1
264.1

265.1

250.2

251.1

257.9

Sep 2017

Dec 2017

273.9
261.9

249.9

253.5

233.7

234.8

Mar 2018

June 2018

Life Insurers

271.2

263.3

258.2

238.6

June 2017

272.0

267.6

261.2
252.1

Average

242.8

242.6

Sep 2018

Dec 2018

Mar 2019

282.4

256.9

June 2019

Non-Life Insurers

(Source: Financial Supervisory Service)

South Korea’s Livestock Insurance Market Hit by Scorching Heat
An unprecedented heat wave in 2018 had taken a

deadly and record setting heat waves than ever

toll on farm animals, claiming the lives of millions

before with the highest number of days with

of livestock across the country. 2018 saw more

sweltering temperatures gripping the nation.

No. of Extreme Heat Days by Year
2011

2012

2013

2014

2015

2016

2017

2018

7.5

15

18.5

7.4

10.1

22.4

14.4

31.5

(Source: The Korea Meteorological Administration)
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Historical statistics show below that the number of

average increase of 0.6 day and 1.8 days per year

extremely hot days has been on a steady rise on an

for the past twenty and ten years respectively.

Long-Term Trend: No. of Extreme Heat Days by Year
35
30
25
20
15
10
5
0

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

(Source: Korea Insurance Development Institute)

This resulted in livestock losses of KRW 244 billion

ratios of 223.6 percent for pigs and 250.4 percent

in total for 2018, with the highest overall loss ratio

for poultry were mostly blamed for such a spike in

of 150.6 percent in the last three years to livestock

total losses.

insurance companies. The higher-than-usual loss

Loss Ratios by Animal Type
(Unit: %)

Cattle

Pig

Poultry

Other

Overall

2016

90.1

127.1

266.9

54.2

117.4

2017

91.7

114.2

150.3

86.0

99.4

2018

93.2

223.6

250.4

164.1

150.6

(Source: Korea Insurance Development Institute)

All poultry species and pigs are less tolerant to hot

As shown below, extreme heat is cited as the leading

weather because of their inability to sweat in order

cause of death for farm animals representing 39.5

to cool off; this makes them acutely sensitive to heat

percent for pigs and 63.7 percent for poultry last

stress. Sharp rises in temperatures expose them to

year.

higher risks of deaths compared to other animals.
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Causes of Death
(Unit: %)

Fire

Heat

Disease

Electricity *

Other

Total

Pig

29.6

39.5

15.8

14.1

1.0

100

Poultry

4.2

63.7

0.3

29.8

2.00

100

Note: Figures are based on the 2016 -2018 losses.
*Decimation caused by power outage
(Source: Korea Insurance Development Institute)

Although 2019 was observed to have much better

premium discounts to cage-free farms certified for

weather conditions compared to a year ago,

high welfare practices as animals raised outdoor

more coordinated response measures need to be

prove to be less prone to stress; thus, living longer

undertaken in the livestock industry to prepare for

and happier. Their loss ratio for poultry bred cage-

more prolonged, frequent, extreme heat waves that

free was 148.1 percent as opposed to that of 250.4

could hit farms in the future by increasing insurance

percent for others.

coverage and improving farm conditions.
A leading livestock insurer in Korea has taken a
To that end, pig breeders are advised to purchase

series of measures to control rising loss ratios such

a rider to cover losses incurring from extreme heat

as increased deductibles for farms where heat

waves. The take-up rate of such a rider for pigs

wave losses are recurring. Other measures include

stood only at 59.8 percent in 2018, which indicates

the removal of a premium discount on continuing

ample scope for higher up-take. Poultry insurance

contracts, restriction on new applications and

policies have already included coverage for heat-

increases in the sum insured during summer and a

related deaths as part of the base plan since 2017.

change to policy wording on loss survey to explicitly
state that claims would be paid only when losses are

In order to encourage producers and growers to
enhance farm conditions, insurers are offering

20

clearly confirmed.
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Celebration on the 50th Anniversary of Korean Re’s Tokyo Liaison Office
In celebration of the 50th anniversary of the

endeavor will continue under the mission of “We

opening of Korean Re’s Tokyo Office, Korean Re

serve to protect your future” and contribute to drive

held a ceremony on September 30, 2019 at Imperial

business growth of our clients and partners going

Hotel Tokyo. This event was attended by around 200

forward.

participants from partners and clients. The Tokyo
Office has now grown to be Korean Re’s one of the
most important and vibrant overseas offices with
the longest history since it began its operations back
in 1969.
The half a century journey of relentless strive to
be a trusted partner in the Japanese insurance
market has successfully enabled the Office to have
tremendous achievements over the years. This

Building the Homes of Hope for 2019
Habitat for Humanity Korea has welcomed volunteers

increasing donations for the past 7 years in a row to

from Korean Re this year again, that has been actively

improve quality of life in the community. A donation

taking part in the program having involved around

of KRW 130 million was made to this organization this

110 employees over the course of 7 years since 2013

year alone.

to be part of its mission to foster strength, stability
and self-reliance through shelter for underprivileged

Korean Re will stay committed to being the helping

people.

hands of the community by giving back to society and
improving living standards of the underserved. CEO

CEO Jong-Gyu Won and a group of Korean Re em-

Jong Gyu Won said, “The core value of insurance goes

ployees volunteered to build the “Homes of Hope”

back to the idea of helping each other in need, so this

in Mokch eon village, Cheonan, South Chungcheong

will serve as a good opportunity for us to experience

Province September 17-18, 2019. This year’s project

the spirit of sharing and helping others.”

mostly involved cement siding required for heat
insulation as part of interior and exterior finishing work of the “Hope and Dream House” which is
scheduled to welcome new residents of 12 families
at the end of the year.
Korean Re has continued to partner with Habitat
for Humanity Korea by both participating in home
building projects and making steady and gradually
22
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Disclaimer
Although utmost care has been taken to ensure the accuracy and reliability of the information used in this publication,
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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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