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Business Strategy of Korean Insurance Companies
in the Era of “New Normal’

Korean insurance industry has been facing both a lack of growth potential and
declining profitability since 2008 global financial crisis. These adverse developments
have been driven not by temporary but structural factors,

Recent macro-environmental changes are characterized by the “New Normal” of
the business environment: low economic growth, population ageing and changes in
regulation paradigm. Under the new business environment, downtrend in profitabill-
ty of the domestic insurance firms would be inevitable if they keep existing business
strategies which might have been an effective tool prior to new normal era, Therefore,
the domestic insurance firms need to adapt and prepare for the “New Normal”,

This report firstly employes PESTEL framework to analyse the business environ-
ment and uses some ratio approaches (Herfindahl-Hirschman index, penetration and
density) to study the dynamics respectively. These analyses show confirming evidences
that the recent changes in business environment are inconsistent with the current
business strategy of the domestic insurance firms,

Secondly, this report proposes the following new strategies in order to cope with
the New Normal era, An overriding objective of the insurance firms is to focus on
corporate value rather than market share, To achieve this objective, we need to
design and implement the short-term and long-term strategies. As regards short-term
survival strategies this report proposes improvement of capital adequacy and en-
hancement of value chains through development of new products, reinforcement of
underwriting, optimization of distribution channels and implementation of a liability-
driven investment (LDI) strategy. For the long-term growth strategies, non-traditional
business models such as investment advisory business and overseas business are

proposed. Along with these strategies regulatory reform should be accompanied.
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2) “This New Normal will mean lower potential growth for the global economy overall and

especially so for the highly leveraged developed economies(2009. 8, “Emerging Market in
the New Normal”).”
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(# I-6) HAAZO| 2 Rt HAQ BF

=3 ®J|A| Mg L2
Ash « AFeeE Bat
-snare _
* S0 ks Aok vhA

A FlE F-A1 T H](M&E charge) 9 aljA|4=4=& (surrender charge) -3k

Bsbare 1. g1 524

Cshare |+ Hgu]2] 420 327}

Lshare |- Bshare o] @il 571, it 3417176 Bslo] 14
Xeshare |+ B-share o] SR BAVIZRE A712 A4olE, 719 Al 42 AT
Hybrid |- M7me} S5-Ik 4712 498 2

A} Morgan Stanley(2015); Transamerica(2015) 5~ 18-

(B I-7) HASAT LA AtHH| FotA H|w oA

= A—share B—share C—share L—share X—share
A A5 5 T s I R o A B
Azger’ 1%6~5% - _ _ _
HuUAg - - — - 3%~5%
A 712k - 7d - 5 o]t 104
w2 | zAe - 19~7% — 196~7% 196~9%
A7r B 0.65% 1.15% 1.65% 1.5% 1.5%
(M&E 323h ~0.85% ~1.25% ~1.75% ~1.7% ~1.7%

F1) BER vFsh
2) A vl
A} Morgan Stanley(2015), Transamerica(2015) =4 Q1-&.

Lt sHel Algl 7]H 31523)

S LEAR) A47] 290w Qs T wEslAte) siite A% arol
A2k 2o ol AN AR el A& Sl thae] 2 SAH0
2 G so} 3 0.2 hagch
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AR, = Aol A X&52Q1 4=0] (o], ROE 12% A|<; i)o] o] o) zjof g
o). M&AE E3F BIH714] A% (inorganic growth) Hehe FEALSE] flsiAl= AR
20| Bge2fo]7] wiZoltt.

EA), 3f12) A M 7] M FAAKSE: Strategic Investor) of| 4] A 52 T2}
ZHFI: Financial Investor) 2 7 sjof gt} A2Fa] BEXA et S| AS 2d 95
I RS BAR R o W Adst AR W 2GR RS Sl 7HRIE AEdte
FAARS Eeteh, vhd, 252 EAA o Q] HoAbdS A4 AA2EET] @ W
of| A sHE IR thu] 7Ex|7} A7 s JArdE Haste] FAsks AR Wit
o}, A = BN dlQ] XEol tiet BE W AT RS0 W FARtE
A9 o] . whebA] Al APgelA A=4¢1 A FAKfinancial investment)
5 33 k502 ek FEARAKSI: strategic investor) ek v ¥ @ /4Jo] Q)
A, 5747] G2 A £ s FEsfjof 2t o F flsiA S47I4 o= 5
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[. FIPSEIX|HIE(Value-to-book
ratio, PBR)2] Z% Q29I

B BB oA /PRI HL (Value-to-book ratio, PBRIS] AR 2.01S 55}
3L, 015 Bl FA181A19] ool Ak A7) 8]u) g ul it Zwelq PBR gl ofw
oJn| UehzA] Agstas dik

4 T4 TR FolA) Ak VR aE o] AA e 2 4= ole
o2 4402 RS TRt e

E[NFEF,] E[NEF2
(1—!—7“6)0'5 (1+r o

= i EINEF,] < (14r,) 1T (1)
1714 EVt 9F NEFt = 212} t AR 2] 4712 (equitty value) 2F T A| F<5=
AT T E(net equity flow)S SJu|3}aL, r = A7 | AHZH]-8-(cost of equity capital)<
LHERATE E3F 4] (DoflA NEF= 5ol vifd F3toll Algdrkal 7Pkt
nlefjof] F=4] @ego] Qithd, 4] (1] NEF= dA ol 7413 #ls d53&
TS et Zlojet, ShATE nfejof] F=4] wego] QIThH, NEF= vl 2egE =40
| FE= v (dividend) @ ZFAEH Q] (share repurchase) & 3E3Fsfjof g}, o2 Al
T T30l = ARE sl flsf AlF A Al 37 FA] (fair value) 2 YT}
a1 7R of7 1A FA7 AR Al RS Ol A o Sle AR T AH] 20
A7} Al dE o] BAE w3 Al o] AR A7 A HEs
ey o] Atk Seoltt. whehA ofef g2 71gstoll A NEF= d=Hld, 4
Al <4, ¥ E/d BT (noncash distribution) 2] A hof|Af 415= 3l A & 4= 3
= AR &2 AR 2] SA7IAE AR gro= A ofH .
o, A (Dol A NEFt = ofgfje} 2ol thA] A S = it
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NEF, = CI,— CE, + CE,_, )

oJ7|A CIte} CEt= Z12F 1A AQ] FFoA ALEws T2 (comprehensive
income available to common shareholders)T} Z=4] 2] ZHE7}2](book value of common
equity) 5 UEPATE 4] )& 50074 A&GEE 28] B adasgol o
Ap7| AL o] Halkele: ofu|gitt,

A 25 A (ol sk vt 22 A2 ¥ = Utk
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(14r,)"? (147 )"
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22 1. HHUEE J 10%1=

(EE ¥ 1-1) 2003& EEREE

(49: %)
S MHASEIE SHEHEET
oy 15.9 ol 13.0 HE2HEE A 7.4
Gkl 13.4 Gkl 8.6 )= 5.2
AQA 12,7 SIAZH 8.6 AA 5.0
ot 11.3 ot 8.3 yga= 4.8
HEZHE A 11.3 A9 7.7 FAHE 4.8
A= 10.8 7] o] 0.8 = 4.8
H7]o) 9.8 Ad= 0.8 7Hck 4.2
ClEisas= 9.8 St 6.8 E=H|Yo} 4.0
= 9.6 =T 6.4 =] 3.8
)= 9.6 A7IEZ= 6.1 1*?%0“ 3.7
S (249]) 2.9
(B2 H [-2) 20148 HSRET
(P<1: %)
e MHRSHEIE SHEHEET
ot 18.9 ot 15.6 yaa= 8.5
=T 14.2 =3 12,7 st 6.5
Hoky 14 Hoky 11.4 FAWE 5
el 11.3 Age 8.9 = 4.3
ygas 11 e 8.4 St 4.1
= 10.9 = 8 AQA 4.1
A= 10.8 ks 7.2 7Hck 4.1
Ch 10.6 k= 6.7 &=H|Uo} 3.6
o} 9.6 oetg]o} 6.5 H|uleet 3.5
ENCIPN 9.2 z=E7) 6 = 3.4

A}&E: Siwss Re, Sigma: World Insurance in 2004~2015,



M2 [ SEAPPPED L)
uEN

1. Xj=

(B2 ® I-1) =718 SYUE/AREe 1218 204520133 7I1E)

251 EE=(%) 2U=(USD) 121g SUAS

A | A | A& | FA | ME | AP (USD)
United States 75 | 3.2 | 43 | 3979 | 1684 | 2296 53042
Canada 6.9 | 29 | 4.0 | 3563 | 1488 | 2075 51958
Jamaica 47 | 1.7 3.0 246 89 158 5290
Chile 4.2 2.5 1.7 664 396 268 15732
Trinidad and Tobago 40 | 1.5 2.5 688 | 261 427 18373
Brazil 4.0 2.2 1.8 443 246 197 11208
Argentina 3.6 | 0.7 | 29 | 417 81| 336 14715
Venezuela 36 | 0.1 3.5 452 15 437 14415
Panama 3.0 | 0.7 2.3 322 72 250 11037
Colombia 27 | 1.0 1.7 209 75 133 7831
Mexico 2.2 1.0 1.2 223 102 121 10307
Uruguay 22 106 | 15 356 | 102 254 16351
Costa Rica 21 | 0.3 1.8 213 29 185 10185
Ecuador 1.8 | 0.3 1.5 105 18 88 6003
Peru 1.6 | 0.8 | 0.9 110 51 59 6662
Guatemala 1.3 | 0.3 1.0 44 9 35 3478
Dominican Republic 1.2 | 0.2 | 1.0 71 12 60 5879
Netherlands 126 | 3.2 9.4 | 6012 | 1546 | 4466 50793
United Kingdom 11,5 | 8.8 | 2.8 | 4561 | 3474 | 1087 41787
Finland 10.8 | 8.7 2.0 | 5073 | 4109 963 49147
Denmark 9.8 | 6.9 | 2.9 | 5780 | 4093 | 1687 59832
Switzerland 9.6 5.3 4.4 | 7701 | 4211 3490 84815
France 9.0 | 5.7 | 3.2 | 3736 | 2391 | 1345 42503
Portugal 8.7 | 6.4 2.3 1825 | 1342 483 21733
Ireland 8.0 | 6.0 | 1.9 | 3783 | 2869 914 50503
Ttaly 7.6 | 55 2.2 | 2645 | 1895 750 35926
Sweden 7.5 | 5.6 1.9 | 4320 | 3215 | 1105 60430
Belgium 7.1 | 43 | 29 | 3235 | 1945 | 1290 46878




== IFEN

54 EEE(%) 2=(USD) 121 2RIAS

FA | M2 A | Hy | e | e (USD)
Germany 6.7 | 3.1 | 3.6 | 2977 | 1392 | 1585 46269
Slovenia 56 | 1.7 | 39 | 1309 | 389 919 23289
Spain 5.3 2.5 2.8 1549 723 826 29863
Austria 53 | 2.1 3.2 | 2604 | 1015 | 1589 50547
Cyprus 48 | 2.0 | 2.8 | 1254 | 526| 728 25249
Luxembourg 44 | 24 | 20 | 5003 | 2749 | 2254 110697
Norway 4.3 2.7 1.7 | 4452 | 2756 1696 100819
Malta 3.9 2.3 1.6 882 520 362 22780
Czech Republic 3.8 | 1.7 | 2.0 760 | 348 413 19845
Poland 3.4 1.6 1.8 469 217 252 13648
Slovakia 2.7 1.3 1.4 506 248 258 18047
Croatia 27 | 0.8 1.9 372 104 268 13608
Hungary 26 | 1.4 1.1 354 | 196 158 13481
Greece 2.2 1 09 1.3 476 | 194 282 21956
Bulgaria 2.1 0.3 1.7 156 25 130 7499
Turkey 1.5 0.2 1.3 166 23 143 10972
Romania 1.4 0.3 1.1 124 27 97 9499
Russia 1.3 0.1 1.2 199 19 180 14612
Taiwan 17.6 |14.5 3.1 3886 | 3204 682 20925
Hong Kong 13.2 |11.7 1.5 | 5002 | 4445 557 38124
South Korea 119 | 7.5 | 4.4 | 2895 | 1816 | 1079 25977
Japan 11.1 8.8 2.3 | 4207 | 3346 861 38634
Singapore 59 | 44 | 1.6 | 3251 | 2388 863 55182
Thailand 55 | 3.8 1.7 310 214 96 5779
Malaysia 48 | 3.2 1.7 518 341 176 10538
Israel 46 | 25 | 21 | 1749 | 949 799 36051
India 3.9 3.1 0.8 52 41 11 1499
China 3.0 1.6 1.4 201 110 91 6807
Indonesia 21 | 1.6 0.5 77 59 18 3475
Philippines 1.9 | 1.5 | 0.5 54 41 12 2765
Vietnam 1.4 | 0.6 0.7 23 11 12 1911
Sri Lanka 1.1 ] 0.5 | 0.7 36 16 21 3280
Kazakhstan 0.8 | 0.2 0.6 101 22 78 13610
South Africa 15.4 |12.7 2.7 | 1025 | 844 181 6618
Namibia 7.7 5.4 2.3 409 288 121 5693
Kenya 34 | 1.2 | 23 35 12 23 1246
Tunisia 1.8 | 0.3 1.5 77 12 65 4317
Angola 0.8 | 0.0 0.8 55 3 52 5783
Nigeria 0.6 | 0.2 | 05 11 3 8 3006
New Zealand 6.1 | 09 | 5.1 | 2423 | 376 | 2047 41556
Australia 52 | 3.0 2.1 | 3528 | 2056 1472 67458

T Fu), ], 49, ofAloL, ofzejzt, eAofol o AkRE Ae.
Z}E Swiss RE(E YU =/ZE %), World Bank(121g =#RIAS).
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HE B [-2) ESREZ(%)2| 7|& &7

T EH | 3% | BEER| A= M | FAZE | FoHE | =S
2EAA | 511 4.0 3.76 1.23 1.23 0.6 17.6 69
AEEY | 2,94 1.7 3.16 1.75 3.08 0 14.5 69
£Ey | 217 1.9 1.37 2.45 10.51 0.5 9.4 69

(B2 7 [-3) 2§U=(USD)el 7|& &4

T= EHR | Y | ZEEER | A= | Az | At | Zcigt | 23S
BHIAA | 1656.7 506 19274 | 111 | 024 11 7701 69
AR | 983.9 261 12048 | 1.29 | 0.46 3 4445 69
&3RE | 6728 268 847.6 | 2.22 | 6.16 8 4466 69

(RS # I-4) 1919 SULFUSD)9| 7I= &7

Gt A | BEEEXt o= e F|AZ Z|chzt =4

25503.26 | 15732.31 | 24022.45 | 1.48 2.25 1245.51 | 110697 69

2. SHENA(1): BEAAI

(B2 02 I-1) 2A!: 271 19g 20AST BHU=(2azhe| 27

(owc)nmile o —

o 10000 20000 30000 40000 50000 60000 70000 80000 90000 100000 110000
191 %+ GDP(USD)
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7} HIME 3|2
(B2 B [-5) 28 1M 3|2 S ™At
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y: LoglRYHEE], 2:1909 GDP
=A== F=Hx HZE=QX| 7k
a 350" 0.192 18.23
b 2.20x10™" 2.20x10°7 10,00
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Lt M SHZFETIE LSl

(B2 ¥ T-6) 28 M8 3HZHE7 1™ ysh F=5Zat
A y=a, + bz <0,
Y= ay+byx 0, <z<80,
y=as+byx 0, <=z
y: LoglRAE L], z:1203 GDP
A BN HEQRt t 2t
6, 20980 3698 5.67
0, 39010 7403 5.27
a 370 0.20 19.03
b 1.61x10™"" 1.80x107 8.95
a 5.81 NA
by 6.03x10”" 2.82<10° | 2.14
a4 7.89 NA
b 6.93x10° 7.45¢10° | 0.93

Fe o, 22106, 50, 10% $AH 52014 RO vrehl,
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cLoglAHRILAE] £:199 GDP
™A FEX| HFZX} t t
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Lt MY 3AZS(E7 1™ LiAishH

(F5 2 -8 HFE: MY SH2H(E7 1Y Lidsh) ==zt

F8 M y=a, + b r <0,
Y= ay+ byx 0, <z
y: Logl A BAUE] 2:1909 GDP
A ESSN| HZEQX} t 2k
6, 31050 3772 8.23
a 2,637 0.29 9.25
b 1.56x10™"" 2.07x10° 7.54
P 8.39x10° 1.14x10° 0.73
b 7.21 NA

Fe v, 22106, 50, 10% BAH 2o TS vehil,
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(BE O3 T-3) &ai28: 2718 101Y Z0ASn HRHUSR(ZT20)9|
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(B2 ¥ -9 2628 MY 372 - Z0}
FAA: y = a+bx+ cx® + dz®
y: Log[&Ed|REAE] 21909 GDP
™AL FEX| HZE2X| ft @K

a 2.90" 0.17 17.1
b 2.20x10°" 1.93x10” 11.38
c -3.48x107" 4.90x10™ -7.11
d 1.73x10™4" 3.16x107"° 5.49
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Lt M SHZFETIE LSl

(R & 1-10) & 3HZS(E7 1™ Ldsh) =

T y=a, +bx
Y= a,+byx
y=as+b,

x <6

0, <z<80,

0, <zx

|, z:1909 GDP

74
o

Al | HEQR} t 2t
0, 6083 627.5 9.69
9, 27930 2706 10,32
a 1.64° 0.3 5.52
h 4.81x10™"" 6.93x10” 6.94
@ 3,92 NA
b 1.06x10"" L40x10° | 7.59
Py 6.52 NA
by 1.3x10°" 4.65}10° | 2.80

Feo oo, 00 <2 221 106, 5%, 10% BAR S22 TS ek,



B2 V. Oxe 02 22| (Multichannel
Customer Management)

(22 138 V1) Chilg D2Ee| Zeels

=} Consumer Channel Perceptions and Preferences }4

Search Purchase After Sales Post
Evaluation
Channel A Channel A, Channel A
Recognition
> —»
Data
Channel B, Channel B, Channel B,
4
¥
Channel Strategy Channel
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, / Evaluation
I ! i ) !
i Channel Coordination i 1 Resource Allocation }

! - Price, Production, Promotion ]w—»‘ - Channel selection
i - Design, Distribution, Service i 1 - Investment

ZF&: Neslin et al, (2006).

(75 2% V-1 thfg gdstolla] aHlxke} 719 9] A S oA U
Ehdl 9] 9]=0|th U=l (need recognition), A H EF (information search), -
i (purchase), ARSAH| 2 (after-sales service) 5 ZH]A} QAFAA 9} 7} o]of w2
7199] ke QAPA IS FAlof HojaEar Qi

A= Q1A AS o] whet AE-S At (g &4, &R AR
Hob7| ditol] F RS A= JAEUE Aogeh), tha 7l Al 932 = 5 U
£ A8S B7RITHEE 59, 2Rk EY AMo] BE i §S 4] ¢

The 2 Al deh. ol &Bfxk= AE(A or B)YF 7] (k)= HER A5t

£
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(R2 08 V-1) slieA B Haud

AY2S AIARE

- DEE SEA MY 2E NS 88 Y
AR T A 20
2| ArRi2| Trial and Error E4 € 125t ZE
£87|7t0) = dREI HA =¥

7| AR B2 ARAEOIAL 73] 2
22 YR AT HET} g y 9T S8 E 9ig maml 2Ny
CEEAF Y EA/RN 29 9T Y /@A EU2 0|2 22¢ ¥A HE 23T I
7 9 %7 97] 23

12 28 7Y ),

- 7 AEE SotE RHE UG J|E QEE
3. XU/ArE -HE/HE BE 15 S 2 Y HEe 2 A A= /48 FE 15
-2l oG K|&= =2A XY 9l Best Practice 28 >. E Ao Center of E)ccellence G2 =5 AT
T+ FIZ A|ZH0] Best practice &2 H
AL ol HOLFH 0|4 HF ) OrA 2 X+ 0l M 124 = - (Customer Centricity)
=EE BUCE g5t diY O Y EWEZS 283 2P HA 1=
- 2R EE 29 ZENL QAL {1 - EESE 2T Z2MA g 3 AL
-Eu PR 2 2d o BR AA ) H7IXsE 7560 22 Rall-out
=gl - Global SIg} ME{AS S5 Q2 SHIFZE

Z}&: Oliver Wyman analysis 47 <18

Fa9 AEASL AYalE oAt AE mge 2sal deary AES A
AT, SHARE &7 ARHIA, o W 530 = 5ol whet bk glck

2}
Al St AR, AR 5 AP E e A v YRR S A= A
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