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A Study on Reinsurance Strategy

Recently, the financial authority has introduced 10 percent minimum retention
ratio for general insurance contract at general insurance companies, asking for
insurers to expand their retentions.

While reinsurance ceding is overseas conducted under strategic goals such as
loss rate management, the Korean insurance company lacks experts in risk
assessment and the responsibility and authority for reinsurance management are
not clear, so a systematic reinsurance strategy is not established and implemented.

When looking at the reinsurance ceding of Korean non-life insurers in terms of
loss rate volatility, it appears excessive, but it is difficult to say that it is excessive
in terms of risk appetite. However, it is not clear whether auto insurance and
long-term insurance are reinsurance under the company's strategy, while fire
insurance and marine insurance are under reinsurance under certain strategies.

In recent years, insurance companies have been raising the limit of reinsurance
and reducing the ceding rate in order to reduce the cost of reinsurance to
overcome the difficult business environment. This paper presents a method for
calculating the optimal holding limit based on volatility, cost, or bankruptcy
probability. Insurers should calculate optimal retention level and people in
working and management will have to share the perception of reinsurance and

make changes in the evaluation system for reinsurance together.
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2 A% WEo] WHE 20 2] AT (Process Risk)o] @ 4= k. 2 FAte] AL
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A& David B. Muiry(2001)
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AFBHIPP} A4t S AP A7 FsHe Fe AAREhyHo] ufet
H|Z| A X2 &(Proportional Reinsurance)¥} H|H]|F| A X 3 (Non-Proportional Reinsuance)
o7 BEgy, A |90 wet JJAHEH(Facultative Reinsurance)} EFAEH
(Treaty Reinsurance) © 2 B=FIC}

HIFAE 2 BA7dF A0 His] SAE AR} ARSI DAL HE
et S A3 BHR e o] vl w2t s s = AEY A "pAolr:. diF-E2
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LEEHIAL AEY Ao ARAIAE e o ofF 744 890&
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AFA/gol Ad S8 AR F8F=0] AT HAE Ssto] Lt
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2 B H9l 52 HESH "k
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4715 0 i ARYIAPE ozko] o]ofg Aldsks Hl=U A B G 95
BHIARE FHAo] § & ARUINE 2 iAo A4S Seinm Al A
A% A3k, ARBIARE ot ghe o
4@ SNEGE 5 Tt A 2As)A 0
Ao 7|23 shEU ] 7|15k ojefat ANE BHHA ASW vy Aet
T gk

A5H PSR ARPsote] ABW vEUA S0 Adsts ARPNE
7] WA gror] Awbdow Awe Aeke] FAT WSS 275 ghett. @
SRS AT P)7t Fe8] tEo] v At 0] AR PAE 4
sh7|Heks ARske ARPIAES AHste] 4412 A §
o o ChE ARIT 9 Q4420 74 AN ol 92 A ARASAE 4
A W3] et

Aot AL AT

A=

2. M= =X} 24

7t ME=

=W R R e & ARAR 1< FY2018 7|08 8% 8779 o]
o} ol= AW 77,2789 ¥ tiH] 4.7%7} S7IeE qfEolh YH I SAMe] A H Y]
EA= 7% 1,0279 Yo & AU(GZ 8,1882] Yol HIF] 4.2% S7F5H BhA, AHY &5
A= 9,8509] Yo & A1A(9,0902] D)ol vl 8.4% Z75+ATh

22) AEW MAUAE DYBOIN shdo] MlelE BFHT A9 BBAFS Rophi,
IS Al BhE AuIAE REHoT AT Ak AR
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(B I-1) s 22 AL] & +HE8=

o B sy —
=2 29| A7 =2 29| EY I A
2008 23,149 9,372 32,521 1,174 2,252 3,425 35,947
2009 28,757 8,624 37,381 1,069 2,713 3,782 41,163
2010 30,553 9,363 39,917 1,217 3,109 4,326 44,243
2011 25,853 7,394 33,247 1,422 2,805 4,227 37,474
2012 29,602 8,199 37,801 1,961 2,854 4,816 42,617
2013 32,816 9,487 42,303 2,714 3,319 6,033 48,336
2014 45,202 12,451 57,653 3,342 5,010 8,352 66,006
2015 48,632 13,875 62,507 4,158 5,354 9,512 72,018
2016 49,166 13,729 62,894 3,744 5,267 9,010 71,905
2017 52,017 16,171 68,188 4,214 4,877 9,090 77,278
2018 56,110 14,917 71,027 4,476 5,374 9,850 80,877
CARG 8.4% 4.3% 7.4% 12.9% 8.2% 10.1% 7.7%
Am: £ HE 3] EHo]A]

2008WR-E 117t 2HE TR ABF T7HE2 7.4%20 §HH S EFR0] A%
T7HES 10.1%=E Uehd SR PAI o] HiE2A] AJdotal Qlovt FRHA =
oHs] SNEFETF FARARY] 7H7F e A0E UEhhal 9ltk2018Y 719
2018 EAEF 70| 9 HFAF 3% 4,8309] Y, FAFAR= 3% 6,1979] 92
NWRPFEZ A&cto] Z2APAEY] HZ(51.0%)0] thE L£3E F3|ALY] H]Z(49.0%) 5.
o & Z0= UeEth 20089 tE ESjEFIAL HIFO] 73.5%%E FAFAL HIS
26.5%Kth 2.748] & ZZ 12T o, F4FA] SAHE TR HFo] A S A=
o 4= 9ltt o] ALY EEFE 7} 20084 2% 3,917 YollA] 2018W71A] 3%
48309 og AW 3.5% F7It WA, F4F EfEFIAY] EHETEE=

o,

d

N

8,6049] oA 3% 6,197 YO& AW 14% 5715197 ot

2018 &SR FBALY] AR R 9,8509 ¥ F Y ESfEATA AR
Az3E Adkof vlg) 6.6% S715t0] 7,9959 Yoz AA| AR RS] 81.2%F A}
Jota Slth. SAFAN] SAEERE FAE tH] 16.6% 715t 1,854 U 7|5
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FAT T2y 2008 5E 1197F A¥at S7RES HFAPE 11.2%% SEFA

N

[¢)



BTl e 20197

6.3%2] oF 2ol ot Qo] AR A fBAF Fwshar 9.

(B 1-2) 2L £ciES3A AR &-LIHESZ
@9k 9 2

=0 ESY
= CHRIAL EAEA} e CHRIAL SATA e
2008 23,917 8,604 32,521 2,476 950 3,425
2009 26,105 11,276 37.381 3,089 693 3,782
2010 28,086 11,830 39,917 3,824 503 4,326
2011 23,333 9,914 33,247 3,801 426 4,227
2012 25,114 12,687 37,801 4,267 549 4,816
2013 27,466 14,837 42,303 5,546 486 6,033
2014 34,748 22,905 57,653 7,630 723 8.352
2015 36,393 26,114 62,507 8,672 840 9,512
2016 35,257 27,638 62,894 7,901 1,109 9,010
2017 35,902 32,286 68,188 7,500 1,591 9,090
2018 34,830 36,198 71,027 7,995 1,854 9,850
CARG 3.5% 14.0% 7.4% 11.2% 6.3% 10.1%

Abq: &85 3] o)X

Lt MESs

ANEFFE HAALZE A Al AEY Aokl whet AR AN SAHEAS]A
of A gsok= HFolth W A-EAAN} thf= AEFF - E= FY2018 7|%
6% 5,1859 Yo|t}. AW 5% 3,5029] U thH] 21.8% A&, 2008 12 9,927
o YollA AW 11.4% 53ttt T PRI AFHE SAETFS
20184 5% 8,0429] Y02 A 4% 8,5099 ¥ tiH] 19.7% AF53F9.2H, 2008 1
£ 8,463% HoflA At 11.0% A5 BHH 2018 =] AFE AT A5
St AHEFAFL 7,1439] Yotk AUE 4,993% Y tiu] 43.1% AR5, 2008
(1,4649] DrH] AP 15.5% A55H FHolct.
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(B 1-3) 2 2aissulel M3z
@9 9 9
3 N ERSEEETE) R e z

TE [ =g [ =el | A | 3w | =9 | A | desa
2008 13,928 4,535 18,463 629 835 1,464 19,927
2009 16,900 4,467 21,367 839 979 1,818 23,185
2010 19,423 4,726 24,149 1,007 1,138 2,145 26,294
2011 16,691 4,922 21,613 1,032 1,068 2,100 23,714
2012 25,820 4,279 30,099 2,363 1,988 4,351 34,450
2013 21,002 6,122 27,124 785 1,407 2,192 29,316
2014 32,533 7,752 40,285 1,982 1,410 3,392 43,677
2015 35,024 8,894 43,918 1,326 2,077 3,403 47,321
2016 35,184 8,915 44,099 1,541 1,650 3,192 47,291
2017 37,319 11,190 48,509 2,464 2,529 4,993 53,502
2018 46,454 11,588 58,042 4,276 2,867 7,143 65,185
CARG 11.6% 8.9% 11.0% 19.0% 11.9% 15.5% 11.4%

Az £ ED] Buo]A]

2008 9] FAPT |23t AEY
26,1789 Yo = ABPHF 19.4% AL }

=2 8789

o] glo.

=20 20189 AESF
Aot HhHol SAPAe] ARFF Hl-E-Z

2008 0]l= 58591 oAl 2018 9659 YO.& AW 4.7% Z7to] 1HL}. olof ot
2t 200839] tHPARS] A H = zo
& 37t

o] AA|3He Bl %

60% 2.

U 2018 = 0)l= 86.5%

(B 1I-4) 2 £3i=3E0 F2E MRS
(&) o 2
-~ NS MEaE N2t M= S
ol oEA | mAsN | M s | BA8A [ 2
2008 12,830 5,633 18,463 879 585 1,464
2009 12,211 9,156 21,367 1,283 535 1,818
2010 14,803 9,346 24,149 1,681 463 2,145
2011 13,809 7,804 21,613 1,808 292 2,100
2012 15,315 14,785 30,099 4,062 288 4,351
2013 15,063 12,061 27,124 1,931 261 2,192
2014 22,652 17,633 40,285 3,100 292 3,392
2015 24,752 19,167 43,918 3,021 382 3,403
2016 24,209 19,890 44,099 2,910 282 3,192
2017 23,370 25,139 48,509 4,370 623 4,993
2018 26,663 31,379 58,042 6,178 965 7,143
CARG 6.9% 16.9% 11.0% 19.4% 4.7% 15.5%
Az ol @2 EolA
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Ct M= a2

AR S AP S AL EAEANA AR 5ol el 4
BYRO| APRES AFoHe vl golth. T ASHUALY ARY 447 T
% 86179 Qolth. 1 % HRHIATL ARE 2 ShaA ARSI 2se 0
L gt 20184 66039 Polo], M2 A4HYBIA} E PR H AR

Bl FAIE A SAEAIJAIA AG7t eeREs 2,0149 o]t

(2 1-5) =4 Loi=2Ae] MHES

e C) M S 2 HIZ(3:A) <

ag =S

A | 3 | M | A | 3 | M| a2

2008 4,616 1,601 6,217 192 456 648 6,865
2009 4,472 1,589 6,060 158 541 698 6,759
2010 4,505 1,616 6,121 148 730 878 6,999
2011 3,922 1,325 5,247 156 663 818 6,065
2012 4,279 1,402 5,681 242 704 946 6,627
2013 4,186 1,298 5,484 204 735 939 6,423
2014 5,018 1,546 6,564 327 1,068 1,395 7,959
2015 4,664 1,551 6,216 330 1,201 1,530 7,746
2016 4,802 1,268 6,070 433 1,264 1,697 7,767
2017 6,030 1,403 7,433 770 1,192 1,962 9,395
2018 5,129 1,474 6,603 735 1,279 2,014 8,617
CARG 11.6% 8.9% 11.0% 13.0% 9.8% 10.9% 2.1%

Az £ HEHY Zo]X]

U] AFEAINATL AR SAE shEA T2 AR ereaEARd a5
F/ARYER)S A Hls] ABE 6.3% FAstleh wo] Ui AR AL A
2y $AE wod M A F3 4282 20181 20.4%E T 2008 = 18.9% H]
8 At 0.7% SVt =0l IH -

ARG sragolr FAH o2 fPAte] prrdo] SLPA prRET 2 A

o2 Ueth Ay SAR A8 SASAETE T2 AEY pread dPAr



T ofs) X Bat
Aoz et} w3t 2 YR
S ARY AR ) AFH ARY SSEL HPAL 18.9% FLFA
16.6%= UERgTh

7} B 15.4%91 vt
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B 1-6) 2 2aiE8siMe Mes 2488

(91 %)
o NS 2 E(EM) MY 2 E(EH)
= = =2 2 = =< 2
2008 19.9 17.1 19.1 16.3 203 18.9
2009 15.6 18.4 16.2 14.7 19.9 18.5
2010 14.7 17.3 15.3 12.2 23.5 203
2011 15.2 17.9 15.8 11.0 23.6 19.4
2012 14.5 17.1 15.0 12.3 24.7 19.6
2013 12.8 13.7 13.0 7.5 22.1 15.6
2014 11.1 12.4 11.4 9.8 213 16.7
2015 9.6 11.2 9.9 7.9 22.4 16.1
2016 9.8 9.2 9.7 11.6 24.0 18.8
2017 11.6 8.7 10.9 18.3 24.4 21.6
2018 9.1 9.9 9.3 16.4 238 20.4
CARG -6.8 -4.9 -6.3 0.1 1.5 0.7

Abq: &85 3] EHo]X|

ot THES XXt

FY2018 715 S &R EHAL0] ART $42|AAL 568909 POz AUE of
o] AR Hjoo] 43.7% Zraslgch. U AR AzNA 50629 ¢ o] AR
Aol N 6279] o] AAE 725194} of= A o] 34.2%, 74.1% 217t Zhash
Aolet. £47) 7oA A 2R AdolA 63829 o] BAE 7] 2%
uhe AR g Ao 6939] o] TS 7S stk

23) 2014~20169 ol=HEtet FAASS ARt R FrlfHE AEPIAEL o]o]
< AdAsFI-2{(OECD 2018)
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(B 1I-7) S &ciEBS|Ae] X[R}
@9 o 2

ENTEESE) ] ESTPETIE)
T e el S T e [
2008 -4,252 -2,276 -6,527 -7,841 1,314
2009 -7,313 -1,375 -8,688 -9,953 1,266
2010 -6,563 -1,780 -8,343 -9,647 1,304
2011 -5,005 =73 -5,078 -6,387 1,309
2012 -146 -2,356 -2,502 -2,021 -481
2013 -5,904 -889 -6,793 -9,695 2,902
2014 -6,618 -621 -7,239 -10,804 3,565
2015 -6,441 -1,352 -7,794 -12,372 4,579
2016 -7,411 -1,193 -8,603 -12,725 4,122
2017 -7,688 -2,423 -10,110 -12,246 2,135
2018 -5,062 -627 -5,689 -6,382 693
oot -5,673 -1,360 -7,033 -9,098 2,064

A &5 EE FolA

SANFEE QR SRS AHEE, 201899 WA = AJERY A3 =
AUE 4,1679 A AR A 15.6% 4T 3,516 U JAE 7|EtAt. o] A=
Y AR AUE 2,3229] A ARLoA] 88.6%L A 2659 ¥ AAE 7155151
ot SAFAE W L Q] AR AolA ZH 1,546 9, 3629 €9 HAFE 7]
E519ltt. TP EE AR AET ] 56.1% 7Aoo AR AR @
]2 262% S 7 ot
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(B 1I-8) I &L F2E SX|Xt

CHIAL AT
= = =
=L a2l B | =LY o<l B

2008 -3,184 -2,072 -5,256 -1,068 -204 -1,272
2009 -5,757 -2,337 -8,094 -1,556 962 -594
2010 -5,247 -1,977 -7,223 -1,316 197 -1,120
2011 -3,352 -919 -4,271 -1,653 846 -807
2012 -3,684 -2,516 -6,200 3,537 160 3,697
2013 -3,961 -1,248 -5,209 -1,944 359 -1,584
2014 -3,475 -178 -3,653% -3,143 -443 -3,586
2015 -1,746 -905 -2,651 -4,695 -447 -5,142
2016 -2,792 -378 -3,170 -4,619 -815 -5,434
2017 -4,167 -2,322 -6,489 -3,521 -100 -3,621
2018 -3,516 -265 -3,780 -1,546 -362 -1,909
Bt -3,716 -1,374 -5,091 -1,957 14 -1,943

A &5 EE FolA

AR A 2420 4o] MAsH b 2 o] 9 ASHEAY0] FE
o g Saska] Eolo] A4t 9IS LE BA5H) 2] tiolct. eis
Aol A] f4do] WAYEHE ol fE SUSHA F BALY] AHio] S SIS wE

R ThE SESHA] Z5P7] hi2ol A&AQ1 AEY sfjefeA] 27 EAPshaL Al

e

N
I

o] .
Y Y4RE 771 20084 333 8,4262] QoA 201749 72% 6,3099] Yo 7 oF
215% 2718t ZoF AH 3 $=2|2}= 20084 6,5272] QoA 5,6899] Yo Z oF 13%
Fastgou AdHo R AR iy YEY A2} vlE2 stttz o]

L 2 wske Rolx gk gtk

(B 1-9) ¥+EH3= | MEY +XIxt HE
(91 %)
= '08 | 09 | 10 | 11 | 12 | M3 | 4 | 15 | 16 | 17
Aelg | 19 | 22 | 1.8 | 10 | 04 | 15 | L1 | 12 | 12 | 14

b
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Aug 2A)70) AT A2 g sl Hho) Ay EAALe] 87§
235} 2}10] 27o] o]Fojx|7] WA= A= H o o)

3. M #E 49

T8 HE 19974 49 QIR w290 S S =t HYE /&
TEAE 5 "R 181 20059 8= B AEE JF TE7]
= AlaLekal AT AEY AHE 57| Hoto] AR At Hdste] HI
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64) ISO 31000 risk management standard The ISO 31000 risk management standard refers
to risk appetite as the “Amount and type of risk that an organization is prepared to

pursue, retain or take
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