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| 2023 KIRI CEO Survey

ABSTRACT

The implementation of the new accounting standard has increased profita
bility for insurers while the competitive landscape in sales has intensified.
According to the 2023 KIRI CEO survey findings, CEOs have identified pr
oduct development and sales strategies as their top business priorities.
Nevertheless, they also recognize the importance of fostering consumer
trust while harmoniously striving for growth.

Korea Insurance Research Institute conducted a CEO Survey to ask C-level
executives about the economic and business environmental outlook, insurance in
dustry trends, and future management strategies. Despite the decrease in the
inflation rate due to the maintenance of a restrictive monetary policy, several risk
factors remain, including the surge in oil prices, a downturn in the manufacturing
sector, and the burden of household debt. 38 out of 42 CEOs responded to the 4th
KIRI annual CEO Survey, comprising 22 life insurers and 16 non-life insurers.

36.8% of CEOs predict that the domestic economy in 2024 will maintain a status
guo relative to 2023, with a similar proportion anticipating modest economic growth
compared to 2023. Conversely, 26.4% of CEOs believe that the Korean economy in
2024 will decline compared to 2023. Regarding the long—term interest rate (the
10-year treasury rate), 65.8% of CEOs expect a decline from the current level to
3.0-3.4%. Another 31.6% of CEOs believe the long—term interest rate will remain
steady within the 3.5-3.9% range, while only a single respondent predicts a
marginal increase to 4.0-4.4%.

Most respondents predict an increase in insurance profits for 2024, even without
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benefits stemming from the altered accounting standard. Among them, 32.4%
expect their profits to increase by at least 11% compared to 2023. This optimistic
outlook indicates their aspiration for insurers to generate substantial insurance
contract margins through new business. Indeed, in 2023 and 2024, most CEOs
anticipate their companies’ insurance contract profit margins will grow. Specifically,
34.6% of CEOs expect an insurance contract profit margin exceeding 11% in 2023,
and 26.3% hold similar expectations for 2024.

Most CEOs (97.4%) rate the current sales competition level as high or very high.
Respondents cite market dominance of GA channels (28.9%) and changed
accounting standard (25.4%) as contributing factors that affect sales competition.

CEOs consider enhancing consumer trust (26.1%) the first-order insurance
industry’s challenge, followed by establishing an insurance sales channel system
(15.8%) and expanding non-insurance businesses (13.5%). Such results suggest
that CEOs profoundly recognize the importance of harmoniously striving for growth.

Most answers of CEOs on asset management strategies are related to reducing risk
by decreasing the ratio of interest risk, credit risks, and overseas assets and
increasing liquid assets. Most insurers plan their strategies on reducing asset
management risks responding to high uncertainties in the economic and financial
environment.

As for the product strategies for the next one to two years, life insurers choose
whole life insurance and health insurance, and non-life insurers choose long-term
health insurance as the first and auto insurance as the second. The share of those
picking whole-life insurance (38.0%) and health insurance (35.7%) has increased
compared to 2022. Sales trends focusing on protection—type products have
amplified among life insurers to secure sufficient insurance contract margins. On
the other hand, non-life insurers choose long-term health insurance the most
(44.9%). The percentage of picking auto insurance (16.9%) is the highest in 2023
compared to the past three years, affected by the profit improvement in auto
insurance.
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When asked in which areas the insurers’ strategic priority, the top two are sales
channel competitiveness (32.9%) and new product development (21.1%). Such
response rates reflect the competitive environment to secure insurance contract
margins since the accounting standard has changed. On the other hand, CEOs focus
less on responding to IFRS and K-ICS (14.5%), driving new business (4.8%), and
establishing internal control systems (3.1%) compared to the previous year.

Regarding the non-insurance business, many respondents show much interest in
health-related areas such as healthcare management and long—term/elderly care
services. The percentage of CEOs selecting healthcare management services and
long—term/elderly care services as their core business is 31.0% and 23.9%,
respectively, similar to the 2022 results. 54.1% of respondents take into account
expanding overseas businesses, primarily in Southeast Asia - Vietnam (40.4%),
Indonesia (27.7%), and India (10.6%). Some insurers are considering entering large
insurance markets like the U.S. and China. CEOs remain interested in
comprehensive financial services (15.2%) and short-term insurance (13.2%), while
the executives are less concerned about Mydata business (8.6%) than they were a
year earlier.

Implementing the new accounting standard has increased profitability for insurers
while the competitive landscape in sales has intensified. According to the 2023 KIRI
CEO survey findings, CEOs have identified product development and sales
strategies as their top business priorities. Nevertheless, they also recognize the
importance of fostering consumer trust while harmoniously striving for growth.

Younghyun Cho, Research Fellow
youngcho@kiri.or.kr
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