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Korea’s GDP Growth in the Third Quarter of 2021
The Korean economy expanded at a slower-than-

by 0.3% during July through September after

expected pace in the third quarter of 2021. Its gross

growing by 3.6% in the preceding three months.

domestic product (GDP) rose by 0.3%, the slowest

The growth of government spending also slowed

in five quarters, following a 0.8% growth in the

to 1.1% from 3.9% over the same period. There

previous quarter. This weak performance reflects

was a deeper contraction of 3% in construction

a sharp decrease in private consumption and

investment, while equipment investment growth

lower investments in construction and equipment

swung to a decline of 2.3% with the decrease

investments. Korea’s GDP grew by 4% from a year

mostly coming from the transportation sector.

earlier in part because of the last year’s low base.

Global supply disruptions caused shortages of
construction equipment and auto semiconductors,

As the resurgence of COVID-19 undermined

leading construction and equipment investments

consumer sentiment, private consumption declined

to drop.

Quarterly Economic Growth
(Unit: %)

2019

2021

Q1

Q2

Q3

Q4

Q1

Q2

Q3

Q4

Q1

Q2

Q3

GDP

-0.2
(1.9)

1.0
(2.3)

0.4
(2.1)

1.3
(2.6)

-1.3
(1.5)

-3.2
(-2.6)

2.2
(-1.0)

1.1
(-1.1)

1.7
(1.9)

0.8
(6.0)

0.3
(4.0)

Consumer Spending

0.2

0.7

0.5

0.9

-6.6

1.2

0.2

-1.3

1.2

3.6

-0.3
(3.2)

Government Spending

1.0

1.6

1.7

1.9

1.6

1.0

0.1

-0.4

1.6

3.9

1.1
(6.3)

Construction Investment

-0.2

2.4

-3.3

5.3

0.1

-2.9

-3.9

3.5

1.3

-2.3

-3.0
(-0.7)

Equipment Investment

-8.3

3.5

0.3

3.4

0.1

0.7

5.8

-0.6

6.1

1.1

-2.3
(4.3)

Intellectual Property
Investment

1.2

0.1

0.7

0.4

1.2

1.8

0.8

1.3

0.2

1.4

1.0
(4.1)

Exports

-4.2

2.2

3.7

0.5

-0.8

-15.9

16.3

5.3

2.0

-2.0

1.5
(6.9)

Imports

-3.8

3.9

-0.1

-0.6

-2.6

-5.8

5.9

1.5

2.9

2.8

-0.6
(6.7)

*Figures in (

) refer to year-on-year growth rates.

(Source: Bank of Korea, Oct 26, 2021)
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2020

Exports slightly improved on strong sales of

deceleration in China and a continued shortage

semiconductors and petroleum products,

of key components. However, there are also

increasing by 1.5% quarter on quarter. On the other

positive drivers, such as the government's second

hand, imports shrank by 0.6% due to decreased

supplementary budget and rising vaccinations.

shipments of cars and other transportation

Moreover, with the transition to a new COVID-19

equipment.

scheme called “Living with COVID-19” in November,
an uptick in private consumption is likely to

The emergence of the Omicron variant, global

support the economic recovery, and consumption

supply shortages, and inflationary pressure

may also be boosted in the wake of a 20% cut in oil

coupled with soaring energy prices may pose risks

tax, which was introduced from November 12 for

to the fourth-quarter outlook. Although exports

six months to reduce pressure from surging global

have held up well so far this year, the outlook

energy prices.

remains uncertain due to the possibility of a

BOK’s Interest Rate Hike amid Growing Household Debt and Inflationary Pressure
The Bank of Korea (BOK) raised its benchmark

a rate hike will do more good than harm according

interest rate to 1% from 0.75% at its monetary

to a recent report by the BOK. Among others, it

policy meeting on November 25, 2021 in a bid

will help curb the growth of household debt and

to address growing concerns over the financial

lower expectations on an additional increase in

stability of the economy. The recent rate hike has

asset prices. The report suggests that an interest

brought an end to 20 months of the rate staying

rate rise of 25 basis points is estimated to reduce

below 1% after the BOK trimmed it by 50 basis

the growth of household debt and house prices by

points to 0.75% in March 2020, which was followed

0.4%p and 0.25%p respectively. It is true that rate

by another cut to a record low of 0.5% in May 2020.

hikes will adversely affect economic growth while

The benchmark rate had remained at the all-time

reducing inflationary pressure, but the impact will

low level until August 2021 when the BOK increased

be smaller on GDP growth and consumer prices if

the rate by 25 basis points to 0.75%, making it the

the economic recovery momentum is maintained.

first major central bank in Asia to raise the base

When the BOK lifts the interest rate by 25 basis

rate since the outbreak of COVID-19.

points, the country is expected to see a 0.1%p
decline in GDP growth and a 0.04%p drop in

Given the worsening financial imbalances in Korea,

consumer prices according to the BOK report.
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At the end of March 2021, Korea's household debt

and 30s rising by 12.8% year on year in the second

to GDP ratio stood at 104.9%, which was the sixth

quarter of 2021 compared to the 7.8% increase for

highest among the 43 largest economies in the

other age groups.

world based on nominal GDP. In terms of the rate
of household debt growth, Korea ranked third

Inflation was another important factor that

among the major economies. Many households

strengthened the case for the further interest rate

in Korea have become more exposed to asset

hike. In October, the inflation rate accelerated

price shocks due to the higher leverage in their

to a near 10-year high, with the consumer price

balance sheets, and more exposed to changes in

index (CPI) rising by 3.2% from a year earlier. It

interest rates because of higher debt payments

was the fastest increase since January 2012, and

relative to income. The rapid increase in household

the inflation remained above the central bank’s 2%

indebtedness has been caused by soaring house

target for seven months in a row. The main driver

prices and growing tendency among young adults

was a hike in the prices of petroleum products,

to borrow to invest. Debt growth among Koreans

which led the government to cut domestic tax on

in their 20s and 30s was much faster than other

key oil products by 20% temporarily.

age groups, with debt held by people in their 20s

BOK Benchmark Interest Rate (2010-2021)
(Unit: %)
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(Source: Bank of Korea, Nov 25, 2021)
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Korean Economic Outlook Update for 2021 - 2022
Korea is sustaining economic recovery in 2021 in

since the onset of the pandemic compared with

spite of its depressed growth momentum on the

many other advanced economies, demonstrating

resurgence of COVID-19 in the third quarter of the

greater resilience in the face of economic

year. The country’s GDP growth is forecast at 4% in

downturns triggered by the pandemic. This

2021 and 3% in 2022. The recovery will be led by a

relative economic durability was attributable to

pick-up in consumer spending, strong equipment

the government’s strong fiscal and monetary

investment growth and robust exports. Pent-up

policy response, well-established online shopping

demand for private consumption and business

base, and robust external demand, especially for

investment is helping the economy regain strength.

semiconductors, consumer electronics and health
products. These growth drivers will likely continue

The Korean economy has performed relatively well

to shore up the economy.

GDP Growth Trend (2011- 2022(E))
(Unit: %)
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(Source: Bank of Korea, Nov 25, 2021)

7

Bulletin | 01 Korean Economy

Consumer spending growth is projected to

Equipment investment is expected to rise by 8.2%

rebound to 3.5% in 2021 and 3.6% in 2022 after

in 2021 and then moderate to a 2.4% growth in

a sharp contraction in 2020. Household savings

2022, driven by solid investment spending in the

have increased as the COVID-19 pandemic

IT sector and a recovery in non-IT investment.

caused uncertainty regarding future income and

Construction investment will continue to contract

employment prospects. These increased savings

by 0.7% in 2021 but will rebound to a 2.6% growth

may turn into a driver of consumption growth, with

in 2022. The civil engineering construction

the government lifting many of the restrictions

sector will continue to fare well thanks to the

to curb the spread of COVID-19. The Living with

government’s investment in infrastructure, while

COVID-19 scheme, which started in November

the severe contraction in residential construction is

2021, is likely to boost a recovery in consumer

set to slow down.

sentiment.

Korean Economic Growth Outlook
(Unit: %)

2020

2022(E)

H1

H2

Annual

H1

H2

Annual

GDP

-0.9

4.0

4.0

4.0

3.0

3.1

3.0

Consumer Spending

-5.0

2.4

4.7

3.5

4.1

3.2

3.6

Equipment Investment

7.1

12.6

3.9

8.2

-0.5

5.5

2.4

Intellectual Property Investment

4.0

4.0

4.1

4.1

4.1

3.7

3.9

Construction Investment

-0.4

-1.5

0.1

-0.7

2.1

3.1

2.6

Merchandise Exports

-0.5

14.4

3.5

8.5

1.9

3.3

2.6

Merchandise Imports

-0.1

12.5

7.8

10.1

2.4

3.7

3.1

Unemployment Rate

4.0

4.5

2.9

3.7

3.8

3.3

3.6

Consumer Price Inflation

0.5

1.8

2.8

2.3

2.3

1.8

2.0

Current Account Surplus
(USD billion)

75.3

44.3

47.6

92.0

36.0

45.0

81.0

(Source: Bank of Korea, Nov 25, 2021)
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2021(E)

A steady upward trend will continue for intellectual

as upward pressures will gather some strength

property investment, which is forecast to grow by

in line with a rising pace of economic recovery.

4.1% in 2021 and 3.9% in 2022. R&D investment

Rising prices of crude oil and agricultural produce

is expected to be on the rise thanks to improving

and a hike in housing rental costs will become

corporate revenues in the private sector and

factors that push inflation up. Core inflation, which

an increase in government budget for R&D.

excludes food and energy prices, is also forecast at

Growing demand for software applications for

1.2% in 2021 and 1.8% in 2022.

online platforms and services will also help boost
investment activities in other intellectual property

Labor market conditions remain weak in 2021,

sectors.

although the number of the employed people
is bouncing back. Around 350,000 people are

Global trade conditions are improving, with a broad

expected to be added to the workforce in 2021

recovery in global demand. Korea’s merchandise

compared to a decrease of 220,000 in 2020. The

exports are projected to grow by 8.5% in 2021 and

unemployment rate is projected to improve to 3.7%

2.6% in 2022, backed by the IT sectors, particularly

in 2021 and 3.6% in 2022. With the transition to the

the semiconductor industry. Non-IT sectors are

Living with COVID-19 scheme, a modest recovery

also heading for a robust recovery as demand for

is expected in the most impacted sectors such as

petroleum-based products is likely to expand.

hospitality, brick-and-mortar retailers, restaurants,
entertainment and recreation. The job reduction in

Korea’s current account surplus is projected to

the manufacturing industries will also slow down,

increase to USD 92 billion in 2021 and USD 81

backed by demand recovery at home and abroad.

billion in 2022 thanks to a decrease in service
account deficit. Since the outbreak of the COVID-19

The speed of economic recovery inevitably depends

pandemic, many countries have imposed

on effective and sustained control of COVID-19 and

travel restrictions, and the resulting plunge in

swift vaccination. There are other risks that may

international travel has been leading to a decline

lead to a delayed recovery, such as global supply

in service account deficit. When the spread of

chain disruption and China’s growth slowdown.

coronavirus is subdued, the amount of deficit may

If the recent shortage in urea water solution and

widen again. The nation’s merchandise account

other strains on global supply chains are not

surplus is likely to narrow as international oil prices

addressed soon, Korea’s economic recovery may

are going up.

lose steam. The economy, which heavily relies on
exports to China, may also suffer some setbacks if

Consumer price inflation will likely trend up from

China faces more difficulties from power shortage

0.5% in 2020 to 2.3% in 2021 and 2% in 2022

and corporate liquidity crisis.
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Preliminary Business Results of Insurers in Korea for the First Half of 2021
Insurance companies in Korea delivered strong

a decrease in gains on derivatives and foreign

results in terms of net income for the first half

currency investments.

of 2021. They reported KRW 5,677 billion in net
income for the January to June period of this year,

Non-life insurers saw their net income jump by

up 49.9% from the same period of the previous

47.5% to KRW 2,530.2 billion due to reduced

year. This higher than expected performance came

underwriting losses. The improvement in

amid improving loss ratios, rising interest rates,

underwriting results reflected a drop in loss ratios

and a vibrant stock market.

of motor and long-term lines of business and the
base effect of significant losses from an explosion

Net income of life insurers soared by 51.8% to KRW

at a local chemical plant in the first half of the

3,146.8 billion as underwriting losses narrowed

previous year. Fewer claims arising from lower

to KRW 10,336.9 billion. Their underwriting

road traffic and hospital visits during the pandemic

performance improved thanks to lower expenses

helped improve the loss ratios of non-life insurers.

as well as higher stock prices and interest rates,

Their investment results remained weak, with

which reduced the burden on guaranteed reserves.

rising interest rates making it difficult for them to

However, they saw their investment earnings

sell their existing bonds.

decline by 5.2% on lower interest income and

Net Income
(Unit: KRW billion)

Jan - June 2020

Jan - June 2021

Change (%)

Life Insurers

2,072.7

3,146.8

51.8

Non-Life Insurers

1,715.6

2,530.2

47.5

Total

3,788.3

5,677.0

49.9

(Source: Financial Supervisory Service)

There was also a one-off factor that boosted

the electronics company during the first quarter.

dividend income for major insurers, which

Samsung Fire & Marine Insurance, the biggest non-

contributed to overall industry net-income results.

life insurer in Korea, also benefited from the special

Samsung Life Insurance, the largest shareholder

dividend payments from Samsung Electronics. The

of Samsung Electronics, reported a sharp increase

total amount of special dividends to the two major

in net income for the first six months of the year

insurers was KRW 942 billion.

largely because it received special dividends from
11
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The Korean insurance industry continued to show

10.9% on the back of a buoyant stock market, while

stable premium growth, with the total premium

savings insurance premiums rose by 2.8% amid

income increasing by 3.2% to KRW 105.2 trillion for

rising gaps between current interest-crediting rates

the first half of 2021. Life insurers reported KRW

on savings insurance and interest rates on bank

55.7 trillion in premium income, up 2.8% from a

deposits. Protection insurance also increased by

year earlier. The increase was driven by premium

2.8%, but retirement annuity premiums declined by

income from variable, savings, and protection

7.9%.

insurance. Variable insurance premiums grew by

Premium Income
(Unit: KRW billion)

Jan - June 2020
Life Insurers

Jan - June 2021

Change (%)

54,162.0

55,688.6

2.8

- Savings

17,141.2

17,628.6

2.8

- Protection

22,331.6

22,962.1

2.8

- Variable

8,336.5

9,244.6

10.9

- Retirement Annuity, etc.

6,352.7

5,853.3

-7.9

47,813.5

49,511.4

3.6

27,610.4

29,064.1

5.3

- Motor

9,637.1

10,117.7

5.0

- General P&C

5,681.0

6,214.6

9.4

- Retirement Annuity, etc.

4,885.0

4,115.0

-15.8

101,975.5

105,200.0

3.2

Non-Life Insurers
- Long-term

Total
(Source: Financial Supervisory Service)
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Non-life insurers experienced a higher premium

Insurance companies saw their profitability ratios

growth of 3.6% year on year, with their collective

improve on the back of strong net income growth.

premium income reaching KRW 49.5 trillion.

The return on assets (ROA) ratio of the industry

General P&C insurance premiums grew by 9.4%,

increased by 0.26%p to 0.86%, while the return on

with motor and long-term premiums rising by 5%

equity (ROE) ratio rose by 2.42%p to 8.14%. Non-life

and 5.3%, respectively, while there was a 15.8%

insurers reported higher ratios than life insurers as

reduction in retirement annuity premiums.

below:

ROA and ROE
(Unit: %)

ROA

ROE

Jan - June 2020

Jan - June 2021

Change (%p)

Life Insurers

0.45

0.64

0.19

Non-Life Insurers

1.05

1.46

0.41

Total

0.60

0.86

0.26

Life Insurers

4.68

6.76

2.08

Non-Life Insurers

7.81

10.93

3.12

Total

5.72

8.14

2.42

(Source: Financial Supervisory Service)

Backed by revenue growth, insurers reported a

trillion for non-life insurance. Non-life insurers

modest increase in assets. As of the end of June

posted a higher asset growth rate compared to

2021, their total assets grew by 0.8% year on year

life insurers, but the latter continued to dominate

to KRW 1,331.8 trillion, which is broken down into

insurance industry assets, accounting for 73.6% of

KRW 980.2 trillion for life insurance and KRW 351.7

the total.

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

As of Period End

Total
Assets

Jan - June 2021

Change (%)

Life Insurers

977.3

980.2

0.3

Non-Life Insurers

344.1

351.7

2.2

1,321.4

1,331.8

0.8

Life Insurers

96.6

89.7

-7.1

Non-Life Insurers

46.7

45.9

-1.6

Total

143.3

135.6

-5.3

Total

Shareholders’
Equity

Jan - June 2020

*Individual figures may not add up to the total shown due to rounding.
(Source: Financial Supervisory Service)
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The total shareholders’ equity of the insurance

in the short term. When rates go up, the value of

industry dwindled by 5.3% to KRW 135.6 trillion

insurers’ bond portfolios goes down as existing

in spite of strong net income growth. Higher

bonds become less attractive than new bonds that

interest rates caused insurers to suffer a decline

offer relatively higher rates. Although this decrease

in unrealized gains on the value of securities they

in value does not affect net income because it

hold as investments. The upward movement of

is recognized as unrealized gains or losses, it

interest rates may help insurers improve their

diminishes insurers’ book value or net worth.

profitability in the long term, but it has a downside

RBC Ratios of the Korean Insurance Industry as of Late June 2021
Insurance companies in Korea saw their risk-based

which showed a 14.2%p jump in average RBC ratio.

capital (RBC) ratios rise by 5%p quarter on quarter

The ratio of life insurers decreased marginally to

to 260.9% at the end of June 2021. The increase

272.9%.

was driven mostly by the non-life insurance sector,

RBC Ratios of Insurers in Korea (2018-2021)
(Unit: %)

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

296.0
285.3

258.2
249.7

263.3
253.2

233.2

234.1

Mar
2018

June

272.1

271.2
273.4

261.6
241.9

260.8
241.6

250.9

284.5
281.8
255.5

292.6

258.4
238.9

297.3

281.1

286.2
268.6

276.1

283.6

266.2

239.3

245.8

273.2

272.9

275.0
255.9

247.0

260.9
238.9

234.0
224.7

Sep

Dec

Mar
2019

June

Life Insurers

(Source: Financial Supervisory Service)
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303.4

301.1

Sep

Dec

Average

Mar
2020

June

Sep

Non-Life Insurers

Dec

Mar
2021

June

The total available capital of insurers increased

requirements for short-term currency hedging

by 2.4% to KRW 167.4 trillion due to net income

risks.

growth, the issuance of subordinated bonds worth
KRW 1.9 trillion, and seasoned equity offering

Solvency capital management has remained

worth KRW 500 billion. On the other hand, their

one of the biggest challenges for the insurance

required capital expanded by 0.6% to KRW 64.2

industry in Korea with the implementation of IFRS

trillion as the insurance risk amount grew in line

17 scheduled for 2023 along with a new risk-based

with an increase in net written premiums. They

capital (RBC) regime called the Korean Insurance

also saw their credit risk amount rise as their

Capital Standards (K-ICS). Insurers have been

invested assets grew by 1.6% quarter on quarter

exploring various options to boost their RBC ratios

to KRW 1,052.2 trillion. Their market risk charges

by reducing capital requirements or increasing

increased in the wake of the introduction of capital

available capital.

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

As of Period End

Q1 2021

Q2 2021

Change in
RBC Ratio
(%p)

Available
Capital

Required
Capital

RBC
Ratio(%)

Available
Capital

Required
Capital

RBC
Ratio(%)

Life Insurers

112.4

41.1

273.2

113.4

41.6

272.9

-0.3

Non-Life Insurers

51.0

22.7

224.7

54.0

22.6

238.9

14.2

163.4

63.8

255.9

167.4

64.2

260.9

5.0

Total

(Source: Financial Supervisory Service)

The RBC ratio is a key measure of how financially

authorities monitor the RBC ratios of insurers, and

strong an insurer is, indicating its ability to absorb

in case of any signs of deterioration in the ratio,

losses and pay insurance claims to policyholders.

they will guide the financially weakening insurer to

Insurers are required by law to maintain the

take proactive actions such as more rigorous stress

ratio at 100% or above in Korea. The supervisory

testing and capital raising.

15
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Korean Insurance Market Outlook for 2022
Insurance market growth in Korea is expected

will fuel insurance demand, and this will be more

to slow down from 4.9% in 2021 to 3.2% in 2022,

prominent in the non-life insurance market,

with the life insurance market slowing more

which is expected to see solid premium growth.

sharply. The growth rate will get back on par with

However, uncertainty still lingers around whether

the nation’s nominal economic growth rate after

a rising vaccination rate will be sufficient to put

recording higher growth in 2020 and 2019. The

the pandemic under control as new and more

total premiums are expected to reach KRW 240

transmissible COVID-19 variants emerge. Growing

trillion in 2022.

household debt also presents another key risk to
insurance market growth since it may undermine

As the economy is recovering robustly from the

consumer confidence when interest rates rise.

COVID-19 crisis, economic growth momentum

Korean Insurance Market Growth Rates (2018-2022(F))
(Unit: %)

8

7.0
5.8 5.4

6

5.0
4.3

4

5.5

3.2
2.0

1.7

-0.2

2018

2019

2020

2021(E)

-2
-2.7

-4
Life Insurance

(Source: Korea Insurance Research Institute)

16

4.9

4.3

3.1

2
0

4.9

Non-Life Insurance

Total

2022(F)

Trends of Insurance Premiums (2018-2022(F))
(Unit: KRW trillion)

300
250
200
150

201.9

212.9

221.9

232.7

240.1

107.9

113.2

95.6

102.3

110.8

117.3

119.6

124.8

126.9

2018

2019

2020

2021(E)

2022(F)

91.1

100
50
0

Life Insurance

Non-Life Insurance

Total

(Source: Korea Insurance Research Institute)

Life Insurance
Life insurance premiums are projected to grow by

run-up to the implementation of IFRS 17 and

1.7% to KRW 126.9 trillion in 2022, representing a

K-ICS. Reduced social distancing measures will also

noticeable slowdown from a 4.3% growth in 2021.

help improve sales from face-to-face distribution

When retirement annuity premiums are excluded,

channels.

the expected growth rate is further down to 1.5%.
Sales of whole life insurance will be weakening

In spite of a low interest rate environment, general

as insurers are less motivated to develop new

savings insurance is expected to grow by 2.8%

products in the wake of the strengthened

as a large number of savings policies come into

supervision of mis-selling practices.

maturity in 2022 and some of the policyholders
who get maturity benefits are expected to buy new

Demand recovery will be led mostly by health

savings insurance. Back in 2012, there was a rush

insurance products, with the pandemic becoming

to buy general savings insurance before the tax

a driving force behind rising risk awareness and

changes that became effective in 2013, resulting in

demand for health insurance coverage. This will

a year on year growth of 85% in savings insurance

provide a greater boost to insurers’ marketing

premiums in 2012.

initiatives to sell protection-type products in the

17
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Although increasing life expectancy is the primary

to see a growth in initial premiums for variable life

driver that boosts demand for annuity plans,

insurance amid the rising popularity of investment

an increase in life annuity supply is likely to be

products, but the growth will be limited given the

restrained due to the challenges of longevity risk

increasing trend of short-term direct investment in

management and stronger capital requirements

the financial market and a growing surrender rate.

under new accounting standards. Insurers expect

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

Line of Business

2019

2020

2021(E)

2022(F)

Premium

Growth
Rate (%)

Premium

Growth
Rate (%)

Premium

Growth
Rate (%)

Premium

Growth
Rate (%)

Total (including
retirement annuity)

117.3

5.8

119.6

2.0

124.8

4.3

126.9

1.7

Protection

44.4

3.9

46.1

3.8

47.4

2.8

48.7

2.7

Savings

47.4

-6.0

50.1

5.8

50.6

1.0

50.9

0.4

Others*

0.8

0.6

0.7

-2.1

0.8

0.7

0.8

0.4

Retirement annuity

24.6

46.0

22.6

-8.5

26.0

15.1

26.5

2.2

Total (excluding
retirement annuity)

92.6

-1.4

97.0

4.8

98.8

1.8

100.4

1.5

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

Non-Life Insurance
The non-life insurance market has been

By line of business, general P&C insurance is

demonstrating greater resilience over the last few

projected to grow by 7.5% in 2022, maintaining

years, and its premium volume is expected to grow

solid growth momentum thanks to the expansion

by 4.9% to KRW 113.2 trillion in 2022. The growth

of the casualty sector. Liability insurance will

will be supported by long-term accident and

continue to boost the casualty market, which

health insurance, general property and casualty

is expected to expand by 9.4%. Fire insurance

(P&C) insurance, and retirement annuities. When

premiums are anticipated to grow by 2.3% amid

retirement annuities are excluded, premium growth

growing demand from households, while marine

is forecast at 4.4% in 2022, with total premiums of

insurance will likely recover from a contraction in

KRW 97.5 trillion.

the previous year due to increasing trade flows and
shipbuilding orders.
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A 5.2% growth is expected for long-term insurance,

number of car registrations following the end of

driven by long-term accident and health insurance.

a temporary tax cut on purchases of passenger

Long-term savings insurance premiums are set

cars. The rise of usage-based insurance and online

to decline further as insurers remain focused

distribution channels usually offering lower prices

on marketing protection products. The motor

is also putting downward pressure on premium

insurance market is projected to slow down

income growth per policy.

further, growing by 2.1%, due to a decrease in the

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

Line of Business

2019

2020

2021(E)

Premium

Growth
Rate (%)

Premium

Growth
Rate (%)

Premium

Total (including
retirement annuity)

95.6

5.0

102.3

7.0

107.9

Long-term

53.1

5.0

55.9

5.3

Individual annuity

3.3

-6.4

3.0

Motor

17.6

5.1

General P&C

9.9

Retirement annuity
Total (excluding
retirement annuity)

2022(F)

Growth
Rate (%)

Premium

Growth
Rate (%)

5.5

113.2

4.9

58.9

5.3

61.9

5.2

-9.1

2.6

-11.6

2.4

-9.5

19.6

11.6

20.4

4.0

20.8

2.1

3.9

10.7

8.3

11.5

7.9

12.4

7.5

11.8

9.3

13.1

11.4

14.5

10.4

15.6

8.0

83.8

4.4

89.2

6.4

93.4

4.7

97.5

4.4

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

Retirement Annuity
The retirement annuity market in Korea is on

coming to an end. Life insurers are anticipated to

track to keep growing, as the demand for annuity

see a 2.2 percent growth in retirement annuity in

products is rising amid a growing population of

2022, while retirement annuity premiums of non-

65 years and older. However, the pace of growth

life insurers are expected to grow by 8% on the

is slowing because the effect of an increase in

back of premiums from in-force policies.

funding requirements for defined benefit plans is

19
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Improving labor market conditions and the

other financial sectors. Given that a large chunk

expansion of the individual retirement pension (IRP)

of premium contributions are made at the end of

sector are upside factors that drive the growth of

the year, there is a higher level of uncertainty as

the overall retirement annuity market. There are

to growth projections for the retirement annuity

some downside factors for insurers, on the other

market.

hand, such as intensifying competition against

Retirement Annuity Premiums (2016-2022(F))
(Unit: KRW trillion)

30
25

26.5

26.0

24.6
22.6

20
16.9

16.7

14.9

15
10

7.9

9.8

10.8

11.8

13.1

14.5

15.6

5
0

2016

2017

2018

2019

Life Insurance

2020

2021(E)

2022(F)

Non-Life Insurance

(Source: Korea Insurance Research Institute)

Overview of the Commercial Insurance Market in Korea
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The commercial insurance market in Korea has

to KRW 4,087 billion, with all lines of commercial

continued to grow in terms of both new policy

insurance except for fire insurance posting double-

counts and premium income. In 2020, commercial

digit growth rates. The number of new policies

insurance premiums jumped by 11.5% year on year

increased by 1.2% to around 5.3 million in 2020.

Commercial insurance refers to general property

commercial insurance is corporate insurance that

& casualty (P&C) insurance other than household

is structured and negotiated to meet the needs

general P&C insurance and motor insurance. It

of specific corporations or industries. It provides

is designed to provide coverage for businesses

much higher limits of coverage than personal

against risks that may arise in relation to their

insurance because the sum insured is typically

business operations and threaten their financial

much higher.

stability. Unlike personal lines of insurance,

Trends of Commercial Insurance Market Size (2018-2020)
(Unit: KRW billion)

(Unit: No. of policies)

6,000,000

4,200.0
5,220,333

4,100.0
4,000.0

5,282,335
4,087.0

5,000,000

4,395,762

3,900.0

4,000,000

3,800.0
3,000,000

3,700.0
3,666.0

3,600.0
3,500.0

2,000,000

3,531.8

3,400.0

1,000,000

3,300.0
3,200.0

2018

2019
Premium(Left)

2020

0

New Policy Count(Right)

(Source: Korea Insurance Development Institute)

In 2020, commercial insurance accounted for 42.6%

comprehensive insurance. In 2020, comprehensive

of the total general P&C insurance premiums, with

insurance premiums grew by 10.9% to KRW 1,671.3

personal insurance making up the rest 57.4%. Its

billion. Comprehensive insurance took up the

share has continuously increased from 40.8% in

largest portion of the market, accounting for 40.9%

2018 and 41.2% in 2019. When it comes to new

of the total premium income, followed by liability

policy counts, commercial insurance took up only

(29.7%), marine (17.1%), engineering (7.3%), and

16.7%, but the share has also been on the rise.

fire (5%). Marine insurance recorded the highest
year-on-year growth rate of 17.1%, with premiums

There are five major lines of corporate insurance

amounting to KRW 699.8 billion in 2020.

business: fire, marine, engineering, liability and
21
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Commercial Insurance Market Size by Line of Business
(Units: No. of policies, KRW million)

Fire

2019

2020

New Policy Count

336,490

328,532

355,484

8.2

Premium

215,365

206,036

204,740

-0.6

2,932,208

3,019,132

2,836,877

-6.0

Premium

590,874

597,614

699,833

17.1

New Policy Count

19,297

21,914

17,882

-18.4

Premium

260,055

268,886

298,704

11.1

New Policy Count

844,911

1,590,607

1,797,175

13.0

1,003,956

1,086,504

1,212,367

11.6

262,856

260,148

274,917

5.7

Premium

1,461,558

1,506,944

1,671,344

10.9

New Policy Count

4,395,762

5,220,333

5,282,335

1.2

Premium

3,531,809

3,665,984

4,086,988

11.5

New Policy Count

Marine

Engineering

Liability

Premium

Comprehensive

Total

2020
Growth Rate (%)

2018

New Policy Count

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

Breakdown of General P&C
Insurance Premiums in 2020

Breakdown of Commercial
Insurance Premiums in 2020
5.0%
17.1%

42.6%
57.4%

40.9%
7.3%

29.7%

Commercial

Personal

(Source: Korea Insurance Development Institute)

22

Comprehensive

Liability

Marine

Fire

Engineering

(Source: Korea Insurance Development Institute)

The share of fire insurance continued to drop, with

made disasters and growing interest in insurance

the fire coverage being increasingly packaged into

covering the commercial sector against various

comprehensive insurance. Marine insurance saw

business risks, such as negligence claims and cyber

its share increase to 17.1% in 2020 from 16.3% in

breaches.

2019, due partly to a hike in war risk premium.
The share of liability insurance kept increasing to

The incurred loss ratio of commercial insurance

29.7% amid rising awareness of liability coverage

soared to 95.7% in 2020 mostly due to unusually

and the government’s initiatives to introduce new

large-loss events including a fire at a local chemical

compulsory insurance plans to reinforce protection

plant. By line of business, comprehensive insurance

of accident victims against the costs of recovering

saw its loss ratio surge to 127.1%, and the loss

from an accident that someone else has caused.

ratio of fire insurance stood at 83.1%, which was

In particular, there has been an uptick in demand

the second highest followed by marine at 74.9%,

recently due to increasing incidences of man-

liability at 74.8%, and engineering at 62.4%.

The Growth of the Digital Insurance Market in Korea
Insurance companies around the globe are taking

launched a general agency platform in November

digitalization seriously, and the Korean market is

2018 to tap into the insurance market. These tech

no exception. Several large technology platforms

companies are in a competitive position to sell

in Korea are working to enter the insurance

insurance by leveraging their huge subscriber

industry, while traditional insurance companies are

bases. They would mostly target to sell short-term

increasingly keen to seek digital opportunities to

and small-amount policies, as that market segment

enhance their competitiveness and improve overall

has lower barriers to entry.

customer experience.
The expansion of the digital insurance market in
The presence of tech companies in the insurance

Korea is driven in some part by the government’s

market has been rising. In June 2021, Kakao, the

initiative to reform the regulatory framework. Since

biggest messaging platform in Korea, obtained

April 2019, the FSC has put in place the financial

preliminary approval for a digital non-life insurance

regulatory sandbox, a program aimed at designing

operation from the Financial Services Commission

appropriate financial regulations in a way that

(FSC). Naver, the nation’s internet giant, established

allows businesses to introduce innovative products

NF Insurance Service as an affiliate of its financial

and services and expands customer access to

services subsidiary in July 2020 to provide a

them. The entry of various platform operators into

platform that offers insurance products of existing

the insurance market is likely to encourage market

insurers and enables insurance price comparison.

competition, leading to greater consumer choice of

Toss, a mobile financial service application,

insurance products and services.
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Healthcare is becoming a critical aspect of insurers’

driven digital economy. This has fundamentally

digitalization. Many insurance companies in Korea

changed customer expectations, reinforcing

have been entering the healthcare service market

customer preference to swift and convenient

through digital platforms since the government

digital services. As a result, sales through the

allowed insurers to provide non-medical healthcare

online insurance distribution have been increasing

services to the general public, such as personal

in Korea, and this trend is being accelerated in

health data management and fitness assistance

the wake of the COVID-19 outbreak, which has

services. Insurers will be able to customize their

hampered face-to-face insurance sales.

products by taking advantage of these healthcare
platforms that enable them to measure risks

The cyber marketing (CM) channel for insurance

individually and accumulate related data. As they

sales is growing fast in Korea. Non-life premiums

can reflect individual risks in pricing, they will also

from the CM channel increased by 23% in the

be able to offer a wide range of lower-priced health

second quarter of 2021 compared to the same

insurance products designed to attract consumers

period of the prior year. This stands contrast to

with low-risk profiles.

the face-to-face channel, which grew by 2.7% over
the same period. Compared to four years earlier,

Most importantly, going digital has already been

the volume of CM channel premiums more than

an irreversible trend for many years in line with

doubled.

the rise of e-commerce amid the growth of a tech-

Trend of Non-Life Premiums from the CM Channel (2017-2021)
(Unit: KRW billion)

3,500.0

3,244.8

3,000.0
2,631.9

2,500.0
2,067.4

2,000.0
1,500.0

1,772.2
1,467.3

1,000.0
500.0
0.0

Q2 2017

Q2 2018

(Source: General Insurance Association of Korea)
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Q2 2019

Q2 2020

Q2 2021

The growth trend of the CM channel in the life

Advanced technologies help insurance companies

insurance market is also remarkable. The total first-

attract target customers effectively, offer instant

year premiums of life insurers via the CM channel

quotes, improve customers experience, expand

surged by about 50% year on year to KRW 25.3

payment options, and process claims quickly. In

billion in 2020. As of August 2021, 18 life insurers

other words, digital transformation is taking place

reported a year-on-year growth rate of 190.4%

across the whole value chain of the insurance

in first-year premiums from the CM channel.

industry. In order to survive and thrive in this

Although the CM channel still accounts for a very

digital era, insurers will continue to look at how

small portion of the total premiums, the share has

they can adjust or innovate their business models

been growing rapidly.

to meet the growing need for personalized
insurance products that are based on usage or tied
to the behavior of insurance consumers.
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Korean Re
News

Korean Re’s Business Results for the First Nine Months of 2021
Korean Re achieved strong business results for

40.7 billion in net underwriting income, and the

the first three quarters of 2021, with net income

combined ratio improved to 98.9% from 99.8% a

increasing by 29.8% to KRW 177.9 billion, a record-

year earlier amid favorable pricing trends in most

high nine-month profit. This robust bottom-line

commercial lines of business and fewer large-loss

performance was driven by both underwriting

events in domestic commercial lines.

and investment operations. We reported KRW

Combined Ratio
100.6%

100.3%

101.6%
97.6%

99.1%

99.8%

98.9%

87.7%

Commercial

Personal
Jan - Sep 2020

Overseas

Total

Jan - Sep 2021

*The above figures are based on the company’s separate financial statements, with foreign currency
effects being excluded. The combined ratio for the overseas business would decrease to 93.4% as if basis
excluding COVID-19 losses of KRW 71.9 billion.

We made an impressive improvement in domestic

investments. In spite of decreased gains on the

commercial business, with its combined ratio

sale of bonds, the yield on alternative investments

falling to 87.7% from 100.3%, whereas our overseas

increased solidly as we continued our expansion

business experienced weaker underwriting results

into new and diversifying sources of investment

due to COVID-19 losses and natural catastrophe

return to achieve stable investment results. Our

losses. The combined ratio for personal lines of

alternative investment portfolio consists mostly of

business continued to remain above 100%.

high-quality assets that generate stable cash flows.
Overall, we posted an investment yield of 3.9%

We saw our investment profit increase by 5.2% to

amid a low-yield climate.

KRW 192.2 billion, backed by returns on alternative
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Korean Re’s Business Results for the First Nine Months of 2021
(Unit: KRW billion)

Jan - Sep 2020

Jan - Sep 2021

Gross Written Premiums

6,272.9

6,379.3

1.7

Net Written Premiums

4,344.7

4,548.5

4.7

Underwriting Income

-4.0

40.7

-

Combined Ratio (%)

99.8

98.9

-0.9%p

- Loss Ratio (%)

87.1

86.6

-0.5%p

- Expense Ratio (%)

12.7

12.3

-0.4%p

Investment Income

182.7

192.2

5.2

Operating Income

180.9

220.0

21.6

Net Income

137.0

177.9

29.8

6,474.3

7,077.6

9.3

12,621.5

13,298.9

5.4

Shareholders’ Equity

2,464.3

2,556.2

3.7

Return on Equity (%)

7.4

9.5

Operating Assets
Total Assets

Change (%)

2.1%p

*The above figures are based on the company’s separate financial statements, with foreign currency effects being
excluded for underwriting income, investment income, and combined ratio.

Our top-line growth turned positive, with gross

launch insurance in 2020.

written premiums rising by 1.7% to KRW 6,379.3

28

billion in the first nine months of 2021 on the back

On the other hand, we reported negative growth

of domestic business growth. Led by personal lines,

in overseas business, with premiums declining by

our domestic business growth accelerated to 4.3%

6%, in part because we reduced our participation

compared to 2.6% a year earlier. Personal lines of

in underperforming property proportional treaties

business recovered to a 6.9% growth backed by

in China and the Americas. Other factors include

long-term and motor businesses, but our focus

non-renewal of unprofitable business and the

remained on portfolio management to improve the

high base in the same period of the previous year

overall profitability of personal lines. We delivered

when a large volume of new overseas life business

weak growth performance in domestic commercial

was booked at one time. With ongoing market

business as we held fast to strict and selective

hardening, however, we will be able to gain growth

underwriting guidelines. It also reflected the base

momentum for our overseas business by the end

effect from one-off growth involving satellite

of this year.

Korean Re Obtained a Reinsurance Intermediary License in New Jersey
Korean Re has obtained a reinsurance intermediary

leading Korean Re to broaden its global business

license for KoreanRe Insurance Services, Inc.

network. Over the past eight years, Korean Re built

from the Department of Banking & Insurance in

six new presences, i.e. Korean Re Underwriting

the State of New Jersey, the United States. The

Ltd. at Lloyd’s of London in the U.K., the Labuan

reinsurance intermediary will help Korean Re

branch in Malaysia, the Dubai DIFC branch in the

build stronger brand recognition in the U.S. by

UAE, Korean Reinsurance Switzerland AG in Zurich,

serving the interests of insurance companies in the

Switzerland, the Shanghai branch in China, and a

country and securing more flexible and creative

representative office in Bogotá, Colombia.

reinsurance solutions.
The new reinsurance intermediary, which
Currently, Korean Re has a liaison office in

represents another important milestone in

New York, but it is not allowed to conduct

our efforts to expand into global markets, will

actual business transactions. As a reinsurance

first target to attract quality business in the

intermediary, KoreanRe Insurance Services, Inc.

northeastern part of the U.S. and then gradually

can actively develop new business opportunities

tap into other parts of the country. Backed by the

with a relatively smaller amount of capital than a

activities of the reinsurance intermediary, we will

branch or subsidiary.

continue to raise our business profile and drive
our business growth in the U.S., which has a global

Since Korean Re announced its plan on a

market share of 40% in terms of premium income.

reinsurance intermediary in the U.S. in September
2020, it has made swift progress in setting up the
business. In February 2021, Korean Re successfully
established a registered business in New Jersey,
followed by the license approval in September.
KoreanRe Insurance Services, Inc. is expected to
start operations by the end of this year.
The establishment of the new business in the U.S.
is part of Korean Re’s global expansion strategy.
Since CEO Won took office in June 2013, he pushed
ahead with an overseas business expansion drive,
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Korean Re Became the 10th Largest Reinsurer in the World
Korean Re ranked 10th in the world in terms of

according to the calculation of AM Best in spite

gross premiums written (GPW) in 2020. Our global

of a challenging business environment amid the

ranking was up one notch from the previous year,

pandemic. It is also noteworthy that Korean Re was

with our GPW increasing to USD 7,777 million

the only reinsurer that recorded a combined ratio

according to AM Best, a global credit rating agency.

of below 100% among the 20 largest reinsurers

Korean Re is the only local financial company in

in the world. The average combined ratio of the

Korea that ranks among the global top 10 players

global top 20 reinsurers was 105.7% in 2020.

in its industry.
Munich Re took the number one spot, followed
One of the key drivers for the growth was our

by Swiss Re, Hannover Re, and SCOR. To achieve

global business expansion backed by effective risk

greater precision in its annual ranking of global

management. Korean Re now has 12 presences

reinsurance companies, AM Best said this year’s

across the world, and six of them have been

analysis included only year-end gross reinsurance

established over the last six years. This effort to

premiums written, removing any primary

expand into global markets resulted in steady

premiums.

growth of our overseas business. In 2020, our
overseas business accounted for 26% of the total

Since Korean Re joined the ranks of the world’s

GPW, up from 21% in 2015. In addition, we have

top 10 reinsurers for the first time in 2011, it has

recently obtained a license for a reinsurance

achieved stable business growth, with its ranking

intermediary in the U.S., which will start operations

remaining mostly steady, close to the 10th spot. We

later this year.

will continue our effort to explore new markets and
execute effective portfolio management strategies

Korean Re has also been keen to portfolio

so that our competitive strength can be maintained

management in a bid to enhance its profitability. As

and even enhanced among the leading global

a result, we were able to achieve robust business

reinsurers.

results with a combined ratio of 99.6% in 2020
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18 Harbour Road, Wanchai, Hong Kong
Tel : (852) 2877-3117, 3127
Fax : (852) 2877-2019
E-mail : mailbox@wis.com.hk

Room No.703, Gallery 7 of Lloyd’s
1986 B/D, One Lime Street,
London EC3M 7HA, UK
Tel : (44-20) 7265-0031
Fax : (44-20) 7481-8412
E-mail : london@koreanre.co.kr

Brandschenkestrasse 47, CH 8002 Zürich,
Switzerland
Tel : (41-43) 336-2060
Fax : (41-43) 336-2061
Email : info@koreanre.ch
https://www.koreanre.ch

1 Bridge Plaza N, Suite 675,
Fort Lee, NJ 07024, U.S.A.
Tel : (1-201) 998-4071
E-mail: company@kris.koreanre.com

Bogota Liaison Office

Carrera 9 No. 77 - 67
Oficina 406 - Edificio Torre Unika,
Bogotá D.C. - Colombia
Tel : (57-60) 1746-4521
E-mail : bogota@koreanre.co.kr

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.

