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Korean Economy

Bulletin | 01 Korean Economy

Korea’s GDP Growth in the Third Quarter of 2020
The Korean economy bounced back in the third

real gross domestic product (GDP) for the July

quarter of 2020, coming off the worst quarter in

to September period grew by 1.9 percent from

more than a decade. Since the COVID-19 pandemic

the three months before. However, the economy

started, the economy recorded the first quarterly

remained 1.3 percent smaller than the same

expansion amid a robust recovery in exports of

quarter of the previous year.

automobiles and semiconductors. The nation’s
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Korea saw its exports sharply rebound to a 15.6

across the world after some period of shutdown.

percent quarterly expansion in the July-to-September

4

period, backed by improving global trade. This is

The export recovery has been led by the automobile

partly because the pandemic-triggered trade slump

and semiconductor sectors in Korea. In particular,

has eased, with major economies lifting lockdown

Korean chip manufacturers have benefited from rising

measures. In September, Korea’s exports returned to

global demand for electronics as remote working and

growth for the first time in seven months as business

schooling have pushed up sales of electronic devices

activities started to resume gradually in many countries

like laptops and computers.

Meanwhile, domestic spending remained weak due

ment spending falling by 7.8 percent. In particular,

to a resurgence of COVID-19 cases in mid-August.

investment in civil works dipped sharply.

Private consumption inched down 0.1 percent in
the third quarter, while government spending

The news on GDP growth in the third quarter was

edged up 0.1 percent. The government has so far

encouraging for the economy, but a challenging

expanded its budget spending with four batches of

road lies ahead. The number of COVID-19 cases may

supplementary budgets to prop up the pandemic-

continue to rise, and worries grow over its impacts

hit economy.

on public health and the economy. It remains to be
seen whether the economy will manage to keep the

Equipment investment increased by 6.7 percent

strength of the recovery and put itself back together

quarter on quarter on the back of the machinery

when the effect of government stimulus measures

and transportation equipment sectors. The con-

fades away.

struction sector continued to contract with invest-

Quarterly Economic Growth
(Unit: %)
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Possible Impacts of a Biden Administration on the Korean Economy
The result of the 2020 U.S. presidential election will

is projected to boost Korea’s export growth by

undoubtedly have impacts on the Korean economy.

2.1 percentage points, leading to an economic

Discussion is actively underway on what Biden’s

expansion of 0.4 percentage points according to

victory could mean for Korea. It is not certain how

the Hyundai Research Institute.

much the Korean economy will benefit from Biden’s
economic policies or Bidenomics, but the general

- Trade impacts: uncertainty in the trade envi-

consensus is that a Biden administration will be

ronment is likely to be eased as President-elect

more favorable to the Korean economy than a

Biden is expected to take more predictable and

second Trump term. Here are some of the possible

multi-lateral approaches to trade policy. During

impacts of Bidenomics on the Korean economy.

his presidential election campaign, Biden signaled that the U.S. would start participating in

- Economic and industrial impacts: the growth of

multilateral organizations again including the

the U.S. economy is expected to increase under

World Trade Organization, saying that he would

Biden’s presidency thanks to greater fiscal spend-

seek to work with traditional economic allies

ing and wage growth for the middle income

rather than antagonize them. Although the U.S.

households. This is good news for the Korean

is poised to maintain a tough stance on China,

economy as well given that the U.S. accounts for

global trade conditions will probably stabilize to

13 to 14 percent of its exports. A rise of one per-

some extent, which is a positive development for

centage point in the US economic growth rate

Korean businesses.

Korea's Trade with the U.S.
(Unit: USD million)
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*The figures for 2020 include accumulative date from January to October.
(Source: Korea International Trade Association)
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2020*

- Infrastructure investment: Biden’s strong com-

who has been outspoken in criticizing the Fed

mitments to rebuilding America’s crumbling

for failing to be more prompt in taking accom-

infrastructure and pushing for green energy ini-

modative actions. There is therefore little reason

tiatives will stand to benefit Korean companies

to expect monetary policy to change under his

related to technology, renewable energy and

administration. Due to the continued expansion-

eco-friendly automobiles. In particular, a wide

ary policy, the U.S. dollar is set to further weaken,

array of investment and business opportunities

with Asian currencies gaining strength against

will be created for the solar, hydrogen and wind

the greenback. A stronger won will present a

power, energy storage and electric automobile

significant challenge for Korean exporters with

industries.

respect to its pressure on their cost-competiveness, while the prospect of a weakening dollar

- Financial market and monetary policies: Biden

will attract more foreign capital to the local stock

has shown his support of the Federal Reserve’s

market in Korea, providing a further boost to

handling of interest rates as opposed to Trump,

market rallies.

USD/KRW Exchange Rate
(Unit: KRW)
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7

Bulletin | 01 Korean Economy

Major Issues for the Korean Economy in 2021
The Korean economy is set for a rebound in 2021

traction the economy will be able to gain given that

as base effects and supportive fiscal and monetary

a number of upside and downside risks are coming

policy stances should provide a boost to the

into play. Here is a look at some of the major issues

struggling economy. Still, it is not certain how much

for the Korean economy in the coming year.

Challenges to economic recovery
The effects of fiscal and monetary support mea-

long as the coronavirus pandemic is not contained

sures are not likely to last long. The government

effectively.

has come up with swift and comprehensive emergency lifelines to protect vulnerable people and

Secondly, a prolonged trade war between China

businesses. The fiscal rescue package has prevent-

and the U.S. can put economic growth in jeopardy.

ed the economy from falling into a deep recession,

The trade dispute has the potential to drag on

but the economy will not make a strong comeback

under a Biden administration, although Biden will

without a recovery in domestic demand. In fact,

be different from Trump in terms of style and tone

the manufacturing sector is seeing a slower pace

in handling the conflict as he proclaimed he would.

of inventory destocking with little prospect of pro-

Tensions between the two biggest economies

duction ramp-up. Unless consumer confidence

in the world encompass a wide range of sectors

picks up, the economic recovery is bound to lose

including trade, technology and human rights, and

momentum.

the coronavirus pandemic has only compounded
the situation with two sides blaming each other for

There are some external factors that may lead the

the spread of COVID-19. This rivalry will likely have

economic recovery to stall. First, the possibility of a

an adverse effect on global trade with a higher level

COVID-19 resurgence remains one of the biggest

of uncertainty being created in the global trade

downside risks to the economy. In particular, new

environment, undermining business investment and

rounds of lockdown measures in major economies

trade flows. As a result, Korea’s exports rebound

may weaken consumption and export demand,

may be hindered, derailing its overall economic

which poses a threat to Korean exporters. The

recovery.

economy will face a long and bumpy recovery as

8

Liquidity trap
Rising money supply will not necessarily push up

has dampened consumer confidence, and the in-

inflation. The Korean economy has seen a slowing

creased money supply has been mostly funneled

inflation in spite of the accommodative monetary

into the asset market without boosting investment

policy taken to shore up the pandemic-hit econo-

and consumption. The money multiplier continued

my. The central bank’s moves to cut interest rates

to decline indeed, indicating that the liquidity un-

and apply quantitative easing measures have

leashed by the central bank is not having a mean-

significantly increased money supply, but failed

ingful impact on the real economy. This trend is

to raise inflation to target. This is probably be-

here to stay in 2021.

cause an extended period of economic weakness

Trends of Money Supply Growth and Circulation
(Unit: %)
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(Source: Bank of Korea)

On the other hand, interest rate cuts have led to

the build-up of unsustainable debt and asset

a surge in credit growth. This may be an intended

price booms. If this state of financial imbalances

positive effect of the expansionary monetary

continues, it will be a cause for concern in terms of

policy, but an excessive growth in credit can create

financial stability.
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Implementation of the Korean New Deal
The Korean government’s initiative to support a

the Korean New Deal where an investment of KRW

green-led recovery is set to provide a much-needed

160 trillion will be made in the green and digital

jolt to the sagging economy. Even before the

technology sectors by 2025. This stimulus investment

COVID-19 outbreak, the economy was struggling

will not only help create jobs and support an

with a dwindling potential growth rate because of a

economic recovery but also contribute to addressing

steady decline in workforce and a lack of new growth

climate change and facilitating a shift to a low carbon

engines. In July 2020, the government launched

economy.

Korean New Deal Investment Plan
(Unit: KRW trillion)
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(Source: Hyundai Research Institute)

Growth in demand for Korean electronics and semiconductors

10

Although Korea’s exports have been falling due to

has been an increase in Korean exports of related

the decrease in trade volume caused by the COVID-

industries such as semiconductors, computers and

19 pandemic, there are some promising export

machinery to make computer chips. Many expect

markets due to changes in lifestyles in the wake of

the implementation of remote working to be the

the coronavirus outbreak. For example, demand

new normal for a number of companies in the post-

for computers has soared due to the rising trend

pandemic era, and the export boom in the computer-

of remote work and distance learning, and there

related industries will likely continue in 2021.

Korea's Semiconductor Exports in 2020
(Unit: KRW billion)

(Unit: %)
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RBC Ratios of the Korean Insurance Industry as of June 2020
The Korean insurance industry saw its risk-based

the end of June 2020, up 10 percentage points from

capital (RBC) ratio rise in the second quarter of 2020

March 31, showing that insurers remained strong in

compared to three months earlier. The average RBC

spite of challenging business conditions.

ratio of insurers in Korea stood at 277.2 percent at

RBC Ratios of Insurers in Korea
(Unit: %)
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(Source: Financial Supervisory Service)

The increase was driven by positive net income

risk charges for guaranteed retirement annuities.

results and a growth in other comprehensive
income arising from a stock market recovery and

The average RBC ratio of non-life insurers went up

falling interest rates. The amount of available capital

by 7 percentage points quarter on quarter to 248.6

expanded by 7.4 percent to KRW 164.9 trillion as

percent, while life insurance firms saw a greater rise

of June 30, 2020. There was a rise of 3.7 percent in

of 11.4 percentage points to 292.6 percent. Both

required capital due to growing credit and market

life and non-life insurers have been focusing on

risk amounts in line with increasing assets under

strengthening their capital bases in preparation for

management. Another factor that raised the required

more stringent capital standards scheduled to take

capital was the full recognition of credit and market

effect in 2023.
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The RBC ratio of an insurance company is required

of deterioration in the ratio, they will guide the

to be above the regulatory standard of 100 percent

financially weakening insurer to take proactive

in Korea. The supervisory authorities monitor the

actions such as more rigorous stress testing and

RBC ratios of insurers, and in case of any signs

capital raising.

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

Q1 2020

Q2 2020

As of Period End

Available
Capital

Required
Capital

RBC
Ratio(%)

Available
Capital

Required
Capital

RBC
Ratio(%)

Change in
RBC Ratio
(%p)

Life Insurers

104.2

37.0

281.2

112.9

38.6

292.6

11.4

Non-Life Insurers

49.3

20.4

241.6

52.0

20.9

248.6

7.0

Total

153.5

57.4

267.2

164.9

59.5

277.2

10.0

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

Korean Insurance Market Outlook for 2021
Korean insurers are expected to face challenging

the coronavirus pandemic continues to hold back

market conditions in 2021, ranging from rising

economic growth, and the extent of its impact on

economic uncertainty, largely due to the COVID-19

the economy and the insurance industry may not

pandemic, to the prospect of new regulations

be fully understood until 2021.

such as tougher capital standards. In particular,

Korean Insurance Market Growth Rates*
(Unit: %)
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*The growth rates exclude retirement annuity.
(Source: Korea Insurance Research Institute)

14

Non-Life Insurance

-0.4

2021(F)

The insurance market in Korea will likely be depressed

is bound to hinder GDP growth. A sharp slowdown

in 2021 after recording a one-off robust growth in

in economic output may hamper premium growth,

2020 amid implications of the COVID-19 outbreak.

putting further pressure on the insurance market

Insurers are expected to experience a slower growth

that is already struggling with weakening domestic

as premium growth is related to economic activity,

demand.

and the current pandemic-driven economic situation

Trends of Insurance Premiums*
(Unit: KRW trillion)
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*The figures exclude retirement annuity.
(Source: Korea Insurance Research Institute)

Life Insurance
The life insurance market is expected to contract by

reducing new business in the whole life segment,

0.4 percent in 2021, with total premiums projected

which has already been under strain from increasing

1)

at KRW 94.5 trillion . Sales of death covers will likely

market maturity. Strict social distancing measures

slow down due to declining demand and stronger

are causing setbacks for face-to-face distribution

supervision of mis-selling practices. As the COVID-19

channels where a large portion of new life business

crisis evolves, depressed economic activity is

is generated.

1) The figure does not include retirement annuity.
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General savings insurance is projected to decline as

rise in initial premiums for variable life insurance

downside factors such as persistently low interest

on the back of a rebounding stock market, but the

rates continue to weigh on premium growth.

growth will be limited given the growing trend of

Although longer life expectancy is the primary

short-term direct investment in the financial market.

driver that boosts demand for annuity plans, an

Bancassurance sales of variable life products will be

increase in life annuity supply is likely to be limited

adversely affected by the recent move by banks to

due to the challenges of longevity risk management

strengthen their internal controls on how variable

and stronger capital requirements under new

life products are sold.

accounting standards. Insurers expect to see some

Life Insurance Market Outlook by Line of Business
(Unit: KRW trillion)

Line of Business

2018

2019

2020(E)

2021(F)

Premium

Growth
Rate (%)

Premium

Growth
Rate (%)

Premium

Growth
Rate (%)

Premium

Growth
Rate (%)

Total (excluding
retirement annuity)

94.0

-5.1

92.6

-1.4

94.9

2.5

94.5

-0.4

Protection

42.8

2.5

44.4

3.9

46.0

3.4

47.3

2.9

Savings

50.4

-10.8

47.4

-6.0

48.2

1.7

46.5

-3.6

Others*

0.8

-0.4

0.8

0.6

0.8

-1.7

0.8

0.2

Retirement annuity

16.9

13.2

24.6

46.0

27.1

10.0

31.8

17.6

Total (including
retirement annuity)

110.8

-2.7

117.3

5.8

122.0

4.1

126.3

3.5

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

Non-Life Insurance
In 2021, non-life premium growth is projected to

to KRW 92.4 trillion2), backed by long-term accident

weaken from 6.1 percent in 2020 to 4 percent in the

and health insurance as well as general property

midst of a pandemic-driven economic slowdown.

and casualty (P&C) insurance.

Total premiums are forecast to grow by 4 percent

2) The figure does not include retirement annuity.
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By line of business, the long-term accident and health

suffer some setbacks amid reduced trade flows and

insurance market is expected to keep expanding,

shipbuilding orders.

albeit at a slower pace, on the back of continued
inflows of in-force premiums. Long-term savings

A sharp slowdown is expected for the motor insurance

insurance premiums are set to decline further as

market due to the fading effect of price hikes and a

insurers remain focused on protection products.

decrease in the number of car registrations following

General P&C insurance will likely continue to maintain

the end of a temporary tax cut on purchases of

growth momentum thanks to the expansion of the

passenger cars. The rise of online distribution channels

casualty sector driven by liability, crop and mobile

usually offering lower prices is also putting downward

phone insurance. The marine insurance market will

pressure on premium income growth.

Non-Life Insurance Market Outlook by Line of Business
(Unit: KRW trillion)

Line of Business

2018

2019

2020(E)

2021(F)

Premium

Growth
Rate (%)

Premium

Growth
Rate (%)

Premium

Growth
Rate (%)

Total (excluding
retirement annuity)

80.3

2.2

83.8

4.4

88.9

6.1

92.4

4.0

Long-term

50.6

3.0

53.1

5.0

55.8

5.2

58.5

4.7

Individual annuity

3.5

-5.0

3.3

-6.4

3.0

-9.0

2.8

-7.3

Motor

16.7

-0.8

17.6

5.1

19.5

11.2

20.1

2.9

General P&C

9.5

6.3

9.9

3.9

10.5

7.1

11.1

5.1

Retirement annuity

10.8

10.2

11.8

9.3

12.6

6.7

13.6

8.4

Total (including
retirement annuity)

91.1

3.1

95.6

5.0

101.5

6.2

106.1

4.5

Premium

Growth
Rate (%)

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

Retirement Annuity
The retirement annuity market is poised to keep

increase in funding requirements for defined benefit

growing as demand for annuity products is rising,

plans. In the non-life insurance sector, retirement

with the 65-and-over population expanding. In 2021,

annuity premiums are forecast to grow by 8.4 percent

life insurers are expected to see a 17.6 percent growth

in 2021, backed by premiums from in-force policies.

in retirement annuity premiums on the back of an

17
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The expansion of the individual retirement pension

growth and increasing unemployment amid the

(IRP) sector is a positive force that drives the growth

pandemic-driven economic slump. Given that a large

of the overall retirement annuity market. There are

chunk of premium contributions are made at the end

some negative conditions, on the other hand, that

of the year, there is a higher level of uncertainty as to

make for weak annuity sales, such as slowing wage

growth projections for the retirement annuity market.

Infectious Disease Model to be Developed Next Year
The Korean insurance industry is set to develop pan-

agement. The development process is expected to

demic insurance coverage in response to the current

take a year. The KIDI has previously developed a

coronavirus pandemic situation. The COVID-19 envi-

series of catastrophe models designed to estimate

ronment has highlighted how vulnerable businesses

expected losses from natural disasters such as ty-

and individuals are to the outbreak of an infectious

phoon, flood and heavy rain.

disease and to the subsequent social and economic
disruptions.

Making use of its modeling experiences, it plans
to create an infectious disease model consisting

As no pandemic insurance currently exists and suf-

of two parts – virus characteristics and response.

ficient empirical data is not available, it is critically

Virus characteristics include transmissibility and

important that insurers build infectious disease risk

virulence, while the response part involves phar-

models that help them estimate potential losses

maceuticals, vaccine production and counter-mea-

and price the risk. The Korea Insurance Develop-

sures. By combining these two parts, the model will

ment Institute (KIDI) launched a project in Septem-

be designed to estimate potential damage from

ber 2020 to develop an infectious disease model,

catastrophic events driven by the outbreaks of in-

with a view to supporting the insurance industry

fectious diseases.

in terms of product development and risk man-

Overview of the Infectious Disease Model
Virus Characteristics

Transmissibility
and Virulence

Demographic
Impact

Pharmaceuticals

Matrix of
transmissibility/ fatality
rate combinations

Age impact:
seasonal, pandemic,
residual immunity

Effectiveness of
antivirals and
antibiotics

(Source: Korea Insurance Research Institute)
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Response

Vaccine
Production

CounterMeasures

Vaccine timing and
effectiveness

Public health
countermeasures:
quarantine, school
closings, etc.

Currently, pandemic-related losses are covered

A pandemic model can be a useful risk management

under life and medical expense policies. General or

tool that enables insurers to predict the probabilities

accidental death benefits are paid out if the insured

and severity of pandemics by incorporating not only

die from COVID-19, while medical treatment costs

the nature of pandemics but also a wide range of

arising from COVID-19 infection are covered under

factors including population density and movements

medical expense insurance. However, coverage

and varying levels of quarantine measures. It can

is not basically available for business interruption

also be an essential pricing tool that helps insurance

and event cancellation losses arising from epidemic

firms design and develop their pandemic insurance

diseases.

products.

The Rise of the Electric Kickboard and Related Insurance Coverage
The use of electric kickboards is rapidly growing

the streets, however, there are growing concerns

in Korea as an eco-friendly means of personal

about public safety and insurance coverage issues.

transportation. An electric kickboard or scooter

The number of road accidents related to personal

is becoming a much-needed alternative to public

mobility devices has surged over the recent years,

transport for those who are making short trips. It

with related insurance claims also increasing

may also help increase the value and use of public

sharply. According to a latest report, the number of

transit when its sharing platforms are put in proper

kickboard accidents involving cars was 785 in 2019,

place near subway or bus stations.

sharply up from 363 in 2017. The amount of related
insurance payouts jumped to KRW 112.9 billion from

With a greater number of electric kickboards on

KRW 21.5 billion during the same period.

Electric Scooter Accidents and Related Car Insurance Payouts
(Unit: KRW billion)

(Unit: No of cases)
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(Source: JoongAng Ilbo dated Oct 13, 2020)
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Much more cases must remain unreported since

or your family’s car insurance with an option that

the figures only include data reported by non-life

covers the damage caused by uninsured vehicles.

insurers and cooperatives of taxis, rental cars and

Compensation can be made within the limit of liability

cargo trucks. There was also some uncertainty and

under the Bodily Injury Liability Coverage I – i.e. KRW

confusion over which insurance policies should

150 million for death and up to KRW 30 million for

cover liability claims arising from the use of electric

injury. After paying claims, the insurance company

scooters.

can seek reimbursements from the other party who
is responsible for the accident.

One thing has become clear as to the insurance
coverage recently. The Financial Supervisory Service

Under the revised law, those aged 13 and older will

announced that the standard terms and conditions

be allowed to use electric kickboards on bike paths.

of a car insurance policy would be amended to

Considering that 80 percent of all bike paths are

add personal mobility devices like electric scooters

also used by pedestrians in Korea, the number of

to the definition of uninsured automobiles in

accidents involving electric scooters and pedestrians

accordance with the revised Road Traffic Act to be

is expected to soar. This would be worrisome for

effective on December 10, 2020.

non-life insurers as their car insurance loss ratios
may further deteriorate. Also, people without the

When you get injured due to the fault of an

uninsured motorist coverage would still be left to

electric scooter rider, you will be covered by your

their own devices.

Release of New Motorbike Courier Insurance
The online food ordering and restaurant delivery

ance premium rates, discouraging couriers from

service market has been rapidly growing over the

buying the insurance. This has become an issue of

recent years, resulting in a steep increase in mo-

concern for delivery service workers and superviso-

torbike traffic on the road. This has led to a rising

ry authorities as well as the insurance industry.

number of road accidents associated with motorbike couriers and soaring loss ratios for insurance

In response, the Financial Services Commission has

carriers.

come up with measures, in cooperation with other
supervisory authorities and the insurance indus-

In 2019, the loss ratio of motorbike insurance for

try, to improve motorbike insurance plans in a way

fee-based couriers and delivery riders jumped to

that promotes safety awareness among motorbike

116.4 percent, which was in contrast to a 77.7 per-

couriers and the availability of insurance covers for

cent loss ratio of motorbike insurance for general

them.

riders. Higher loss ratios have pushed up the insur-
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Motorbike Insurance Loss Ratios in 2019
(Unit: %)

140

127.4
116.4

120
100

93.0

80

74.9

80.2

79.4

78.3

60

77.7

52.8

40
20
0

Fee-Based Courier and Delivery

Courier and Delivery for Own Business

Corporate Owned

Individual Owned

Personal and Business Use
Total

(Sources: Financial Services Commission, Financial Supervisory Service)

Under a newly designed plan, policyholders may

is discounted by 6.5 – 20.7 percent for Bodily Injury

select deductible options ranging from zero to KRW

Liability Coverage I and by 9.6 – 26.3 percent for

1 million for Bodily Injury Liability Coverage I and

Property Damage Liability Coverage. The new product

Property Damage Liability Coverage. Depending

would be made available by 12 non-life insurers from

on the deductible chosen, the insurance premium

late October 2020.
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Korean Re’s Business Results for the First Three Quarters of 2020
Korean Re reported a premium growth of 5.1 percent

percent, with the company focusing on improving

in the first nine months of 2020, supported by a

the profitability of personal lines of business and

strong increase in overseas inwards. Reinsurance rate

readjusting business portfolios. Commercial lines of

increases in the global markets have helped to boost

business also showed some contraction in premium

the company’s premium growth, while its overseas

growth mostly due to decreases in crop and surety

business also grew in non-property lines.

business. The other P&C lines grew quite strongly,
providing positive momentum to a recovery in

Domestic business growth, however, slowed to 2.6

premium growth.

Gross Written Premiums
(Unit: KRW billion)
6,272.9

5,968.4

2,844

2,864

1,809

1,713

1,600

1,412

5.7%

0.7%

13.3%

5.1%

Commercial

Personal

Overseas

Total

Jan-Sep 2019

Jan-Sep 2020

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

Korean Re saw its net income decline by 19.7 per-

domestic market. In domestic personal lines, un-

cent to KRW 137 billion for the first three quarters

derwriting losses narrowed due to stronger rein-

of 2020 as domestic commercial lines performed

surance treaty conditions, price hikes in the direct

weakly. A drop in gains on foreign currency transla-

motor insurance market and unexpected benefits

tion was another factor that deteriorated the over-

from the COVID-19 pandemic in terms of loss ra-

all bottom-line results.

tios. Overseas business operations delivered fairly
good results with a combined ratio of 97.6 percent,

Its underwriting operations took a hit, with the

backed by strategic portfolio readjustment and the

combined ratio increasing to 99.8 percent, amid

effect of global reinsurance market hardening.

a rising number of large P&C loss events in the
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Korean Re continued to record a solid investment

in gains on foreign currency translation. Considerable

profit against the backdrop of a volatile investment

gains were made from the sale of treasury bonds,

environment. Its investments returned 3.9 percent for

driving the growth of investment income.

the January to September period despite a reduction

Korean Re’s Business Results for the First Three Quarters of 2020
(Unit: KRW billion)

Jan - Sep 2019

Jan - Sep 2020

Change(%)

Gross Written Premiums

5,968.4

6,272.9

5.1

Net Written Premiums

4,115.8

4,344.7

5.6

Underwriting Income

24.7

-4.0

-

Combined Ratio (%)

99.2

99.8

Investment Income

173.9

182.7

5.1

Operating Income

204.9

180.9

-11.7

Net Income

170.6

137.0

-19.7

Operating Assets

6,328.2

6,474.3

2.3

Total Assets

11,601.1

12,621.5

8.8

Shareholders’ Equity

2,404.0

2,464.3

2.5

Return on Equity (%)

9.8

7.4

0.6%p

-2.4%p

*The above figures are based on the company’s separate financial statements.
** Excluding foreign currency evaluation effect: underwriting income, investment income, combined ratio.

RBC Ratio
240.0%
220.0%

222.2%

221.1%

211.5%

217.8%

200.0%

206.1%

180.0%
160.0%
140.0%
120.0%
100.0%

24

2016

2017

2018

2019

Sep 2020

Korean Re’s Plan to Start a Reinsurance Intermediary in the U.S.
Korean Re plans to set up a reinsurance intermediary

written premiums from the U.S to increase to over

in the United States to support its business growth

USD 300 million by 2025 from the current USD 220

in the world’s biggest insurance market. This plan

million.

is in line with its global expansion strategy, and a
new operating base in the U.S. will facilitate the

In Korean Re’s 57-year long history, the past five

company’s expansion into the market and improve its

years have been particularly remarkable in terms

engagements with U.S clients and business partners.

of overseas expansion. A half of its current global
presences were established over the last five years.

The reinsurance intermediary is likely to be established

In 2015, the reinsurer made its way into Lloyd’s of

in the eastern part of the U.S, and New York is one

London, followed by the establishment of a branch

of the most attractive candidates. Currently, Korean

in Labuan, Malaysia in July 2017. It also successfully

Re has a liaison office in New York, but it is not

switched its Dubai office into a branch in December

allowed to conduct actual business transactions that

2017. Another important milestone was set in

can generate profit. A reinsurance broker can be as

June 2019 when Korean Re set up a new European

effective a business channel as a branch or subsidiary,

subsidiary in Zurich, Switzerland. Moreover, its

but relatively smaller capital is required for the

initiatives to expand into China and South America

establishment of the intermediary.

gathered further momentum over the course of
the year, leading to the opening of a new branch in

Korean Re aims to explore and create new business

Shanghai, China and a new representative office in

opportunities through the brokerage operation as

Bogota, Colombia early 2020.

well as to generate profit from brokerage commission.
The reinsurer also seeks to take advantage of the

Unless any delay is made due to the coronavirus

intermediary as a new foothold in the U.S., which has

pandemic, Korean Re targets to submit a license

a global market share of 40% in terms of premiums,

application to the U.S. authorities by the end of

so that it should raise its profile and drive its business

the first half of 2021 and have the reinsurance

growth in the region. The company expects its gross

intermediary start operations in September 2021.
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Korean Re Insurance Webinar 2020
Korean Re held an insurance webinar on November

For the second session, a manager from the Finan-

10, 2020 to promote discussion about latest market

cial Solutions Team of Korean Re gave a presentation

issues and trends including blockchain and coinsur-

on coinsurance, one of the hottest topics in the Kore-

ance. The webinar was designed for both internal

an insurance industry. He discussed the background

and external audiences interested in the topics. Its

of the local financial authorities allowing coinsurance

aim was to help participants improve their under-

as a type of reinsurance arrangement and potential

standing of key topics for the insurance market and

benefits of coinsurance such as providing a new

provide insights into important market develop-

source of capital for primary insurers in light of the

ments.

new risk-based capital regime - the Korean Insurance
Capital Standard (K-ICS).

The webinar consisted of three sessions where each
speaker gave an informative presentation on a differ-

The third session was about climate change and ca-

ent topic. The first session was about the emergence

tastrophe (CAT) modeling, which was discussed by a

of blockchain and how to deal with a blockchain

deputy general manager from the Risk Management

ecosystem and stay ahead of the game. A prominent

Team of Korean Re. He provided an introduction to

professor from the School of Cybersecurity at Korea

the framework of CAT modeling and its applications

University gave a lecture on what blockchain is, how

in the (re)insurance industry. He also shared his

it works, why it is revolutionary and how it represents

knowledge and expertise regarding how to make the

the way forward. He also discussed the possibilities

most use of CAT modeling.

of using blockchain in various industries and public
sectors and related challenges.
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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.

27

