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Foreword

The Korean economy has achieved remarkable success since the
national economic crisis and the so-called "IMF era". It took just one
year for the Korean people to recapture the vitality of the economy
through the introduction of a strong restructuring program. This
rapid recovery has created another remarkable economic example as
famous as the "Miracle on the Han River".

However, the Korean economy is confronted with a totally
different environment compared to before the crisis.

This new environment can be defined as a more open and
competitive market under a transparent system. Ironically, this new
environment was created by the same restructuring program that
was introduced to overcome the crisis. Moreover, the new system
requires continuous restructuring efforts to secure sustained growth
and survival in the world market.

The Korean insurance industry was at the center of this huge
turmoil. Since the crisis, twelve life insurance companies and one
non-life insurance company have closed as a result of the reforms.
However, the industry has also received several newcomers, mainly
from abroad. The number of insurance companies decreased from 50
just before the crisis to 40 in 2000, before increasing to 46 at the
end of 2002, 23 each for life and non-life.

In 2003, Korea also launched historic reforms for the insurance
industry. The Insurance Business Law and its enforcement
regulations were amended and became the second major step toward
financial convergence. The first step, in 2000, authorized business
alliances among all kinds of financial institutes. The more
progressive second phase introduced bancassurance, in which all
financial institutes that meet certain regulatory requirements may sell
insurance products, and reduced the minimum capital requirements



for establishing an insurance company.

In addition to the new laws, many other factors such as the
growth of on-line auto insurance and aggressive marketing by
foreign insurers have stimulated the competition in the domestic
market. It has also been pointed out that the Korean insurance
market is very close to saturation as measured by premiums per
capita and subscription ratio per household. To understand this very
competitive industry operating within a limited market, we need to
cover the various social and economic factors affecting the industry.

The purpose of this book is to cover the recent developments of
the Korean insurance industry and its economic and regulatory
environment. We hope this book will prove to be useful to its
readers, particularly foreign and domestic insurers and investors.

I would like to express my appreciation for the work of Dr. Tae
Yol Lee, Dr. Byung In Lim, Mr. Haesik Kim, Dr. Minjeong Chu, Mr.
Jin-Auk Kim, and Mr. Dong-Hyun Shin in preparing this book. I
would also like to thank Mr. Brandt Koo for his kind reading and
helpful comments.

Thank you.

___________________

Lim, Jae Young

Chairman and President

Korea Insurance Development Institute





Contents

General Information 1

Market Environment and Regulations 17

Life Insurance Industry 45

Non-Life Insurance Industry 63

<Appendix> 83





General Information

Country Profile 3

Geography 3

Topography 4

Climate 4

Language 4

Religion 5

Population and Demographic Trends 6

Population 6

Life Expectancy 7

Economy 8

Economic Development 8

Economic Indicators 9

Gross Domestic Product 9

Current Account 10

Employment 11

Inflation 12

Interest Rates 13

Exchange Rates 14

Stock Market 15





Country Profile

Official Name: Republic of Korea (Daehan-minguk)

Official Language: Korean

Capital: Seoul

Population: 47.6 million (2002 estimated)

Other Major Cities: Busan, Daegu, Incheon, Gwangju, Daejeon,
Ulsan

Geography

South Korea is located in the southern part of the Korean
peninsula, which shared borders with China to the north along the
Yalu and Tumen Rivers. The other three sides are bounded by the
ocean. To the East lies the East Sea, to the South, the Korean Strait;
and to the West, the Yellow Sea. The total land area of the
peninsula, including islands, is 220,847 square kilometers.

South Korea is bounded in the north by the Demilitarized Zone
(DMZ), which has separated the country from North Korea
(Democratic People's Republic of Korea) since the end of the Korean
War in 1953. The territory of the Republic of Korea, which is about
the size of Portugal or Hungary, accounts for approximately 45
percent of the total land area of the Korean peninsula.



Topography

The Korean landscape is comprised mainly of hills and
mountains, which account for approximately 70 percent of the land
area. The principal mountain range, Taebaek, runs south along the
east coast, branching out below the 37° parallel and extending
towards the south-west (including the Sobaek range and the Jiri
Massif). The mountains form a rocky and rugged east coast, while
the western part of the country is flatter and gradually descends
down to the coast. Almost all of the available arable land is
intensively cultivated. The tallest mountain at 1,950 meters is Mount
Halla, a volcanic cone located on Jeju Island. The longest rivers are
the 521-kilometer Naktong River and the 514-kilometer Han River,
which flows through Seoul.

Climate

Korea weathers a wide variety of climates, from a cold and dry
winter to a hot and humid summer with late monsoon rains. Spring
and autumn are pleasantly warm and dry. The mean temperature in
Seoul in January ranges from -5°C to -2.5°C; in July, from 22.5°C to
25°C. Annual rainfall averages more than 100 centimeters; two-thirds
of precipitation falls between June and September, when the country
is regularly afflicted by typhoons.

Language

The official language of the country is Korean. There are no
significant linguistic minorities. Korean has the same roots as Turkish
and Mongolian, but is much influenced by Chinese. Regional dialects
are mutually intelligible.



Religion

Religious freedom is guaranteed by the Constitution. The main
religion is Buddhism. However, the influence of Christianity is
stronger in Korea than in any other Asian country apart from the
Philippines.

Government and Politics

The Constitution of the Eighth Republic went into effect in 1998
under the strong presidency. The president is elected for a single
five-year term by direct popular vote. Almost all of the National
Assembly members are elected by popular vote for four-year terms,
and the rest are appointed by political parties according to a
proportional formula.

Korea has nine provinces and seven provincial-level cities.
Provinces are divided into counties and ordinary cities; counties into
townships and towns; townships into villages. While there has
always been strong central government leadership, the country has
witnessed a trend of increasing local self-government in recent years.



Population and Demographic Trends

Population

The last census held in 2000 indicated a population of 46,136,101,
of which three-quarters were urban dwellers. The population density,
at 463.9 people per square kilometer, makes Korea the third densest
country in the world after Taiwan and Bangladesh.

The rate of population growth has declined in recent years, from
a high of almost 3% two decades ago to 0.60% in 2003. This is a
result of successful family planning programs and postponement of
marriage. However, there is a dark side to this success. The birth
rate has also decreased rapidly. The overall fertility rate, in births
per woman, dropped to 1.17 in 2002, one of the lowest levels in the
world, from 1.47 in 1998.

Summary of Population Statistics by Age Group

note: Figures are from the population projection of NSO.

Source: National Statistical Office.



A recent demographic trend is the gender imbalance in the
younger generations resulting from the traditional Korean preference
for males. The number of male infants for every 100 female infants
under the age of 4 was 108.0 in 1985, and had increased to 111.2
and 113.4 in 1990 and 1995, respectively. This imbalance has
improved as the social status of women improves. The figure
declined to 110.2 in 2000, and is expected to continue to drop

The population is relatively young, with the 7.2% of the
population aged 65 or over supported by the over 63.5% of working
age in 2000. Korea does not yet have the problems associated with
aging that afflicts the social security systems of many other
developed countries. However, the aging problem is inevitable due
to the reduced birth rate and increasing life expectancy.
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Life expectancy at birth, which was 72.8 years for males and 80.0
for females in 2001, has consistently shown dramatic improvements
reflecting better health conditions. In spite of the aging population,
the mortality rate has declined to 5.1 per 1,000, compared to 8.0 in
1970. Nearly all Koreans have access to public medical insurance
benefits.

Economy

Economic Development

Korea's economic success has been phenomenal during the past
three decades. The average annual growth rate of the Gross
Domestic Product (GDP) over this period reached nearly 9% in real
terms, and nominal GNI (Gross National Income) per capita grew
from USD 87 in 1962, when the first economic development plan
began, to over USD 10,000 in 1995. The hardworking populace,
strong leadership of the government, and ambitious corporate
strategies have all contributed to this astonishing "tiger" economy.

However, economic growth plunged as the country felt the
consequences of the financial crisis that unfolded in late 1997. The
major factors behind the crisis have been identified as follows: (1)
financial insolvency stemming from corporate insolvency, (2)
liberalization of financial markets without adequate supervision of
financial institutions, and (3) weak response to instability in
international financial markets. Corporate insolvency has generally
been regarded as a particularly important cause of the crisis; this
insolvency stemmed from overcapacity in several industries and



inefficiencies in the financial markets.

Following the agreement with the IMF, the Korean economy has
gone through a dramatic reformation process to establish a more
efficient and transparent system. Many enterprises and financial
institutes were eliminated, merged and downsized. Unemployment
and inflation ensued. However, the pain turned out to be shorter
and the recovery was faster than expected. After just one year of
severe recession, the economy recaptured its vitality and secured a
more competitive foundation.

In 2000, the Korean government declared its "graduation from the
IMF bail-out". However, this declaration does not imply the
completion of restructuring efforts nor of development of the
economy. Rather, it is an indication that Korea has recovered a
position from which it can resume economic activities as a
responsible member of international society. Although the economic
signs are positive, the future of the economy is still dependent on
how consistently and strongly reform is maintained.

Economic Indicators

Gross Domestic Product

Korea maintained a high GDP growth rate before the currency
crisis. GNI (Gross National Income) per capita reached more than
ten thousand US dollars for three consecutive years after 1995. In
1998, the country experienced a very rare recession, losing more than



30% of its dollar based per capita GNI and 6.7% of real GDP. In
terms of growth rate, the recession lasted no more than a year,
thanks to robust exports. However, domestic demand also played a
major role in the 6.3 national economic growth in 2002. In the
same year, GNI per capita reached USD 10,013 for the first time
after the crisis.

GDP Growth Rate and GNI Per Capita
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Current Account

Since Korea has always depended heavily on imports of
investment and raw materials, the current account has run chronic
deficits. Following the crisis, however, it went into surplus because
of declining domestic demand, rising exports, and more conservative
investment. However, the current account surplus gradually
decreased as the domestic economy recovered from the crisis. It
amounted to USD 40.37 billion in 2000 and USD 5.39 billion in 2002.



Current Account Balance and Exports
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Employment

The unemployment rate has historically stayed between 2 and 3%,
near the "level of natural unemployment". However, it more than
doubled in 1998 as a result of bankruptcies, industrial restructuring
and labor law reform. Since then, unemployment has decreased as
economic conditions have improved. The unemployment rate
recorded 3.1% in 2002, very close to the level before the crisis.



Unemployment Rate
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Inflation

The inflation rate of consumer prices was relatively high in the
early 1990's and 1998 due to the real estate boom and the currency
crisis. The rates of increase of the CPI (Consumer Price Index) and
PPI (Producer Price Index) hit 7.5% and 12.2%, respectively, in 1998
as the depreciation of the Korean Won raised the prices of imported
commodities. Fortunately, thanks to a stabilized currency and flexible
monetary policy, inflation rates have also stabilized. In 2002, the
inflation rate recorded a very stable level, 2.7% for consumer prices
and -0.3% for producer prices.
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Interest Rates

Traditionally, Korea has had relatively high interest rates, as
active domestic investment continually exceeded savings. However,
the Korean economy is currently experiencing a low interest rate
environment. One of the major reasons is that companies are not
willing to invest as aggressively as they did before. In 2002, the
3-year corporate bond rate and 1-day call rate recorded annual
averages of 6.56% and 4.19%, respectively, just one half to one third
of the rates of the mid 1990's.



Interest Rates
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Exchange Rates

The main won-dollar exchange rate skyrocketed to 1,398.88
won/dollar (1998 annual average) during the economic crisis. This is
almost twice the rates immediately before the crisis. The relative
value between the won and yen also dropped from 8:1 to 10:1. On
the positive side, the depreciated won boosted exports, thereby
aiding in the recovery. Exchange rates are much more stable today
because of continued surpluses in the current account and the
growing foreign exchange reserves, which exceed USD 100 billion.
The exchange rate averaged 1,251.24 won/dollar in 2002.
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Stock Market

Stock prices declined from the so-called semi-conductor boom of
the mid 1990's to the currency crisis. During the crisis, the KOSPI
lost more than half its value on an annualized basis. Since the crisis,
the strongest deregulation policies have been implemented for the
stock market to attract foreign investment. As one of the
deregulation guidelines, the government allows foreigners to acquire
more than fifty percent ownership of a Korean company. As a result
of these reforms, the KOSPI recovered from its slump in 1999.
However, the stock market could not avoid another drop due to the



bursting of IT bubble in 2000 and 2001. In 2002, the KOSPI began
regaining its former level with the aid of an expansion in domestic
demand.

KOSPI
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Market Environment

Overview

The Korean insurance market has succeed in overcoming the
effects of the financial crisis thanks to the government-led global
restructuring of the financial sector. Despite several adverse trends,
including the saturation of domestic insurance market and lower
interest rates, the insurance business is turning around.

The insurance market in Korea in 2002 reached KRW 69,236 billion
(USD 55.4 billion), a 2.11% share of the global market, and held steady
as the 7th largest market in 2002. The U.S. market maintained its lead
with total premiums of USD 1,000.3 billion, followed by Japan with
USD 445.6 billion, the U.K. with USD 236.7 billion, Germany with USD
135.8 billion, and France with USD 125.1 billion.

Ranking Country
Premium Volume Changes Share of

World
Market, 20022002 2001 nominal1) inflation-

adjusted2)

1 U. S. 1,000.3 904.0 10.7 8.9 38.08
2 Japan 445.6 444.7 0.2 -1.5 16.96
3 U. K. 236.7 219.4 7.9 1.9 9.01
4 Germany 135.8 123.8 9.7 2.8 5.17
5 France 125.1 114.9 8.8 1.5 4.76
6 Italy 84.1 68.3 23.0 14.2 3.20
7 Korea 55.4 50.5 9.7 2.3 2.11

Note: 1) Nominal premium growth rates in USD.
2) Inflation-adjusted premium growth rates in local currency.

Source: Swiss Re, Sigma, No. 8, 2003.

Total Premium Volume by Country
(Units: USD billion, %)



Per capita insurance premiums, which measure insurance density,
increased 9.4% to USD 1,160 in 2002 from the previous year, the
22nd highest figure in the world. Korean expenditures on premiums,
which consistently exceed USD 1,000 per capita, compare favorably
with those of the global market of USD 423 per capita.

2000 2001 2002

Life Non-life Total Life Non-life Total Life Non-life Total

Korea 936 298 1,234 763 297 1,060 822 338 1,160
World 252 153 405 235 158 393 247 176 423

Sources: 1) National Statistics Office, Korean Statistics Yearbook, various issues.
2) Swiss Re, Sigma, various issues.

Insurance Density: Premiums Per Capita
(Units: USD)

Korean insurance expenditure as a portion of personal income, which
measures insurance penetration, reached 11.6% in 2002 and ranked the
4th highest in the world after South Africa's 18.8%, the U.K.'s 14.8%,
and Switzerland's 13.4%. Of the total, 8.2% and 3.4% were in the life
and non-life insurance sectors, respectively. The high insurance
penetration rate in Korea is attributable to steady sales of motor and
life insurance policies.

2000 2001 2002
Life Non-life Total Life Non-life Total Life Non-life Total

Korea 9.9 3.2 13.1 8.7 3.4 12.1 8.2 3.4 11.6

World 4.9 2.9 7.8 4.7 3.2 7.8 4.8 3.4 8.1

Source: Swiss Re, Sigma, various issues.

Insurance Penetration: Premiums in Percent of GDP
(Units: %)



The life insurance subscription ratio per household in
conventional life insurance companies has sharply increased since the
1980s and registered 85% in 2003. This figure is lower than the 93%
of Japan, but much higher than the 76% of the United States.

Moreover, when the mutual sector, including the post office and
the agricultural association, is taken into account, the ratio increased
from 73.7% in FY 1997 to 86.2% in FY 2000, and further rose to
89.9% in FY 2003.

In this respect, Korea's life insurance market seems to have
reached a mature stage. Given that the total life insurance
subscription ratio in Korea has reached the level of developed
countries, substantial future growth is unlikely.

1985 1988 1991 1994 1997 2000 2003

Private Life Insurance 32.4 32.8 37.8 50.9 69.2 81.9 85.4

Mutual, Post Office 1.2 2.8 3.2 2.9 4.1 6.4 13.4
Mutual, Agricultural

Association 1.9 2.3 2.4 7.2 7.9 9.9 10.2

Total 34.5 36.4 40.3 57.8 73.7 86.2 89.9

Source: Korea Life Insurance Association, Consumers' Survey, various issues.

Life Insurance Subscription Ratios Per Household
(Units: %)
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Total Premium Income and Assets

Though they gradually overcame the severe recession following
the financial crisis of 1997, Korean life insurance companies faced
another obstacle entering into 2001, namely, low-level interest rates
held down by the government's attempts to revive the economy. The
resultant negative interest margin spread posed a considerable risk to
insurers, who were forced to convert their sales focus from
endowment insurance to term insurance such as whole-life.

In 2002, growth rates in both life insurance and non-life insurance
recovered and posted 3.6% and 10.2%, respectively. Total premium
income rose 5.5% to KRW 69,661 billion, with KRW 49,067 billion in
life insurance and 20,594 billion in non-life insurance.



1997 1998 1999 2000 2001 2002

Life
48,956
(28.3)

46,390
(-5.2)

46,755
(0.8)

52,313
(11.2)

47,364
(-9.5)

49,067
(3.6)

Non-Life
16,318
(21.2)

14,254
(-12.7)

14,815
(3.9)

16,862
(13.8)

18,409
(10.9)

20,594
(10.2)

Total
65,274
(26.4)

60,644
(-7.1)

61,570
(1.5)

69,175
(12.4)

66,060
(-4.5)

69,661
(5.5)

Note: Figures in brackets indicate year-on-year growth rates.

Premium Income
(Units: KRW billion, %)
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Total assets of the insurance industry in Korea have increased
continuously since the 1980s, and reached KRW 199,591 billion in FY



2002. In large part due to the increases in premium income and
investment gains, FY 2002 was marked by a 13.6% increase in assets
in both the life and non-life insurance businesses.

1997 1998 1999 2000 2001 2002

Life
90,921
(9.2)

92,298
(1.5)

110,295
(19.5)

122,539
(11.1)

143,034
(16.7)

164,223
(14.8)

Non-Life 19,944
(22.9)

22,430
(12.5)

26,471
(18.0)

28,049
(6.0)

32,727
(16.7)

35,368
(8.1)

Total
110,845
(11.4)

114,728
(3.5)

136,766
(19.2)

148,784
(8.8)

175,761
(18.1)

199,591
(13.6)

Note: Figures in brackets indicate year-on-year growth rates.

Total Assets
(Units: KRW billion, %)
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Market Structure

Industry Landscape

The number of Korean insurers rose sharply from twenty-three
to forty-six during the liberalization of the 1990s. As entry barriers
were lowered, local companies, joint ventures, and foreign companies
entered the Korean insurance market, and in FY 1997, the total
market size reached as many as fifty companies.

However, the financial crisis of 1997 forced the supervisory
authorities to restructure the insurance industry in order to regain
the confidence of the market.

Since the reform of the life insurance industry began in FY 1998,
the business rights of four life insurance companies have been
withdrawn, and six companies have been sold off the market owing
to poor performances. During the following restructuring in 2001,
two more life insurance companies closed operations, leaving eleven
domestic life insurance providers as of the end of 2002.

Although Cardif Life Insurance Co., a France-based company,
merged with Shinhan Financial Holding Company and obtained an
operating license in 2001, the total number of life insurance
companies operating in Korea declined to 23 as of the end of 2002.

In the non-life insurance industry, two unhealthy guarantee
insurance companies merged in 1998. On the other hand, new
players have entered the market since 2000 as deregulation and
liberalization of the industry progressed. Royal & Sun Alliance
launched its underwriting operations in Korea in 2000, followed by
Kyobo Auto Insurance Company, the first Korean monoline insurer,



and First American Title Insurance Company, specializing in the real
estate field. Both of them entered the market in 2001 after having
received licenses, and the total number of non-life insurance
companies increased to nineteen. Moreover, Allianz Fire & Marine
Insurance Company received its preliminary license in 2001 and
began operations in 2002.

In summary, thirteen insurance companies have ceased to operate
and seven foreign insurance companies1) have entered the market
since 1997. Therefore, forty six insurance companies were operating
in the market as of December 2002: twenty three life insurers and
twenty three non-life insurers, including a guarantee insurance
company and four reinsurance companies.

Classification 1990 1991 1997 1998 2000 2001 2002

Life

Domestic 20 20 21 18 14 11 11

Joint Ventures 5 6 7 6 2 2 3

Foreign 4 4 5 5 7 9 9

Subtotal 29 30 33 29 23 22 23

Non-
Life

Domestic 14 14 14 13 13 14 13

Foreign 2 2 3 3 4 5 10

Subtotal 16 16 17 16 17 19 23

Total 45 46 50 45 40 41 46

Note: All figures are on a year-end basis.

Insurance Companies in Korea

1) Prudential of U.K. acquired Youngpoong Life Insurance Co. in October 2001.
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Positioning of Foreign Companies

During the market opening of the 1990s, the number of foreign
subsidiaries, branches, and joint ventures operating in Korea surged
from four to twenty two.

In particular, with the acquisition of First Life Insurance Co. by
Allianz Group in FY 1999 and rapid gains in whole-life insurance,
foreign companies have shown consistent growth rates over 4%.
They accounted for 5.91% of the total insurance premiums in Korea,
amounting to KRW 4,088 billion in FY 2002.

Despite their small sizes, foreign life insurance companies boasted
better performances than their domestic competitors with respect to
profitability and stability. While most domestic insurers suffered from
a reduction in premium income and shortage of liquidity in the late
1990s, the market share and profitability of foreign companies
increased.



2000 2001 2002
Life Non-Life Total Life Non-Life Total Life Non-Life Total

Foreign
2,500
(4.84)

62
(0.38)

2,562
(3.76)

3,783
(7.99)

104
(0.57)

3,887
(5.88)

3,969
(8.09)

120
(0.60)

4,088
(5.91)

Joint
Ventures

731
(1.42)

-
731

(1.07)
-

2,614
(5.33)

-
2,614
(3.78)

Total 3,231
(6.26)

62
(0.38)

3,293
(4.83)

3,783
(7.99)

104
(0.57)

3,887
(5.88)

6,583
(13.42)

120
(0.60)

6,702
(9.69)

Note: Figures in brackets indicate market share in terms of premium income.

Premium Income for Foreign Insurers
(Units: KRW billion, %)

Market Concentration

Korean insurers evolved into a highly concentrated industry
during the financial crisis, driven in particular by the "flight to
quality" phenomenon. The market share of larger insurance
companies has increased rapidly over the last several years. This
concentration is more evident in the life insurance market than in
the non-life insurance market, though the degree of concentration
was somewhat mitigated in 2002.

In the life insurance market, the three dominant companies,
Samsung Life Insurance Co., Kyobo Life Insurance Co., and Korea
Life Insurance Co., accounted for 75.9% of total market premiums in
FY 2002 compared to 78.0% in FY 2001. The deterioration of market
share by large insurance companies mainly resulted from the
unyielding competition of foreign companies.

In the non-life insurance industry, the three leading companies,
Samsung Fire & Marine Insurance Co., Hyundai Marine & Fire
Insurance Co., and Dongbu Fire & Marine Insurance Co., received



57.6% of total market premiums.

In the near future, market concentration in the top insurers is
expected to be maintained as long as the restructuring process and
the increasing preference of consumers for brand power continues.

Ranking Company Market Share
2001 2002

Life

1 Samsung Life Insurance Co. 39.7 39.3
2 Korea Life Insurance Co. 19.8 19.3
3 Kyobo Life Insurance Co. 18.4 17.3
4 Allianz First Life Insurance Co. 4.2 4.6
5 SK Life Insurance Co. 2.8 2.9

Top 3 78.0 75.9
Top 5 85.0 83.4

Ranking Company Market Share
2001 2002

Non
Life

1 Samsung Fire & Marine Insurance Co. 32.3 30.1
2 Hyundai Marine & Fire Insurance Co. 16.0 14.2
3 Dongbu Fire & Marine Insurance Co. 14.8 13.3
4 LG Fire & Marine Insurance Co. 14.2 12.9
5 Oriental Fire & Marine Insurance Co. 9.3 7.5

Top 3 63.1 57.6
Top 5 86.7 78.0

Market Concentration
(Units: %)
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Savings

In Korea, the total volume of savings held in securities, by banks,
insurers, and other financial institutions reached KRW 1,500 trillion
as of the end of year 2002.

Due to the low level of interest rates in Korea over the last few
years, bank deposits have dropped sharply as consumers shifted to
non-bank institutions such as mutual savings & finance companies,
credit unions, and bank trusts. However, this trend reversed in 2002
because the decline in interest rates flattened out.

The proportion of savings in insurance, including life insurance
policyholder reserves and mutual savings by the post office, also
recovered to 10.2% in 2002 after having decreased to as low as 8%
during the mid-1990s.



1997 1998 1999 2000 2001 2002
Bank

Deposits
166,106
(19.3)

217,075
(23.9)

280,900
(28.0)

363,312
(22.8)

408,453
(25.0)

471,494
(31.4)

Certificates
of Deposit

26,066
(3.0)

16,178
(1.8)

15,755
(1.6)

12,059
(0.8)

19,331
(1.2)

24,680
(1.6)

Securities 241,600
(28.1)

291,664
(32.1)

368,855
(36.8)

475,826
(29.9)

517,566
(31.7)

578,231
(38.5)

Equities1) 58,786
(6.8)

72,260
(8.0)

140,859
(14.1)

153,773
(9.7)

161,625
(9.9)

170,309
(11.4)

Insurance2) 96,984
(11.3)

96,654
(10.6)

107,051
(10.7)

120,538
(7.6)

132,315
(8.1)

153,340
(10.2)

Other 498,354
(38.3)

558,307
(31.6)

501,913
(22.9)

619,837
(38.9)

555,639
(34.0)

272,396
(18.2)

Investment
Trusts

85,028
(9.9)

203,904
(22.5)

199,104
(19.9)

137,785
(8.7)

155,907
(9.5)

184,434
(12.3)

Total 859,164
(100.0)

908,091
(100.0)

1,001,797
(100.0)

1,591,572
(100.0)

1,633,304
(100.0)

1,500,141
(100.0)

Note: 1) Public offerings + rights offerings.

2) Life insurance policyholder reserves and post office mutual savings.

Savings by Financial Services Sector
(Units: KRW billion, %)

CD

insurancesecurities

others

bank

Other
(18.2%)

Securities
(38.5%)

Bank deposits
(31.4%)

Insurance
(10.2%)

CDs (1.6%)

Savings Distribution by Financial Sector (2002)



Regulations

Insurance Business Law and Related Laws

Th laws related to insurance in Korea are the Insurance Business
Law and its enforcement regulations. The Law was promulgated on
15 January 1962, and amended in 1971, 1977, 1980 1988, 1994, 1995,
1997, 1998, 1999, 2000, 2002, and 2003.

In 1977, all insurance related laws were consolidated into the
Insurance Business Law. The Insurance Business Law consists of
administrative supervision regulations for the private insurance
industry, regulations on the organization and business activities of
persons conducting insurance business, insurance soliciting, and other
insurance related matters.

The Korean insurance market has rapidly evolved into a free
market as the Insurance Business Law has been amended fifteen
times since 1980, and nine times since 1998. All these changes have
focused on deregulation and reform of the insurance industry in
order to cope with globalization and financial convergence, which
are the key factors in understanding financial market trends.

In 2000, the laws and regulations were modified to allow all
types of financial institutions to form business alliances to move into
the so-called "non-core business" of other financial institutions. This
was the first step toward the full convergence of financial
institutions in Korea.

In 2003, the Insurance Business Law and its enforcement
regulations posed new challenges, by focusing on overhauling the



existing regulations in the insurance sector to meet global standards
in terms of asset management, market competition, supervisory
systems and consumer protection. This was the second step toward
financial convergence.

In particular, the law and its regulations provide the basic
framework for bancassurance. They cover five major issues. First, all
financial institutions, including banks, brokerage firms and mutual
savings companies, that meet certain regulatory requirements may
sell insurance products. Although the sale of some insurance
products in the bancassurance market is currently prohibited, the
government has plans to liberalize the market on a gradual basis.
Second, banks and brokerage firms may not sign exclusive contracts
with a particular insurer. Third, to enter the insurance business,
banks and other financial institutions may either team up with an
insurer or form joint ventures. Fourth, banks are restricted to
"in-bound" sales only. Fifth, banks are required to comply with the
various regulations on fair competition and consumer protection.

In addition, the revised law is expected to enhance and
strengthen the insurance market. For the purpose of expediting
market competition, the minimum capital requirement for setting up
an insurance company was lowered. The new law also includes
measures against insurance fraud and to improve consumer
protection: the establishment of an interagency coordination system
to combat insurance fraud, the strengthening of public notice
requirements for insurance products, and the tightening of
regulations governing the unfair rewriting of insurance policies.



Consolidated Financial Laws

The government has plans to simplify current overlapping
financial laws and regulations. According to this plan, the
government will consolidate the current 40 financial laws into four
general areas: establishment, transaction, asset management and
liquidation.

It will submit the reform plan to the National Assembly in 2005,
and revise enforcement ordinances and detailed enforcement
regulations in 2006.

The new consolidated legal system will enable all financial service
providers - banks, insurance companies and securities firms - to
freely deal in the operations of other financial sectors.

Insurance Supervisory Authorities

The main responsibilities for insurance regulation have shifted
from the Ministry of Finance and Economy(MOFE) to the Financial
Supervisory Committee (FSC). Until 1997, the regulatory authorities
were the MOFE and the Insurance Supervisory Board, which
conducted routine supervision of the insurance industry. However,
the authority of the MOFE has been reduced to establishing and
modifying insurance policies and related laws. The Insurance
Supervisory Board merged into the Financial Supervisory Service
(FSS). The FSS, as the executive arm of the FSC, is split into three
divisions corresponding to the insurance, banking, and securities
industries.

The responsibilities of the FSC in relation to insurance include:



Enactment and amendment of regulations concerning
supervision of insurance companies;

Authorization for operation of insurance institutions; and

Inspection and sanction of insurance institutions.

The functions of the FSS include:

Support for the FSC's regulatory functions;

Inspection of operations and financial status of insurance
institutions; and

Arbitration of insurance related conflicts.

Compulsory Insurance

Non-life insurance is compulsory for the following business lines:

Third Party Liability for motor vehicles, gas accidents, sports
and recreational facilities, and ferries;

Fire insurance for specified types of buildings such as
hospitals, hotels, and apartment blocks;

Nuclear energy; and

Workers compensation.



There is no compulsory life insurance other than the national
pension and medical programs.

Deregulation

Advisory Rates and Company Rates

Non-life insurers were required to follow tariff rates. These were
calculated by the Korean Insurance Development Institute (KIDI) and
enforced by the FSC (before 1998 by MOFE). The only non-tariff rate
line is Package All Risks (PAR). PAR is also called Industrial All
Risks, and its rate was generally determined at globally competitive
levels.

Nowadays, the KIDI provides only net premium (loss cost or risk
premium) rates for auto and general insurance products. A non-life
insurer may freely quote KIDI's rates or set its own net premium
rates and determine its own expense loadings. Therefore, KIDI's rates
have become advisory, not compulsory.

On the other hand, no tariffs apply to life insurance and
long-term non-life insurance products. The banded basis premium
rating system, with maximum and minimum assumptions applying
to life insurance, was abolished in April 2000. Life insurers may
calculate their own rates, including interest rates, mortality/morbidity
rates, and expense loadings.



Product Filings

All insurance products had to receive prior approval by the FSS
and were strictly regulated. However, the approval system was
abandoned in 1993 to promote the autonomy of the insurance
business. The regulation now classifies insurance products into three
categories: "File and Use", "Use and File", and "No File".

"File and Use" products must be filed with the FSS, and are
defined as products such as auto insurance with a substantial
influence on the national economy. Such products are deemed to be
approved on the date 20 days after the date of filing. "Use and File"
products are to be approved automatically through their filing with
the FSS within 15 days (non-life) or 3 months (life) after the initial
sale of the product.

Products for which the contents are the same as products that
have already been approved by the FSS and are being sold by other
insurance companies are stipulated to be sold freely as "No File"
products.

In 2003 the FSS wrote guidelines on new product examination.
The FSS regards products which comply with the guidelines on
insurance products as "Use and File" or "No File".



Focus on Financial Strength

Solvency Margin Test

The insurance supervisory authorities have gradually strengthened
corporate regulations. All life and non-life insurance companies must
satisfy the statutory solvency test. Today, any insurer that fails to
meet the hundred percent solvency margin ratio and the minimum
designated CAMEL rating is automatically subject to Prompt
Corrective Actions.

These actions include suspension of operations, liquidation or
merger through a three-tier process of recommendations,
requirements, and final orders to either suspend operations or
implement a more rigorous restructuring program. The FSC has
ordered eleven life companies to cease operations or transfer their
portfolios to other companies. Two life and three non-life insurance
companies have failed since 2001.

In addition, standard valuation of life policy reserves was
introduced with the liberalization of assumed interest rates. Its
purpose is to prevent inadequate policy reserves by life insurers. It
defines ceiling interest rates and discount provisions that must be set
aside to cover all claims in the event of accidents. Life insurers
abandoned the Cash Surrender Value Reserve Method in 1997 and
now are required to use the Net Premium Reserve Method.



Solvency Margin Test and Prompt Corrective Actions

Prompt Corrective Action

Note: EU-type Solvency Margin Test, ;

Normal Condition

CAMEL

Note: CAMEL considers qualitative factors as well as quantitative factors.



Asset Quality and Limits on Investment

Another important measure taken to improve the soundness of
insurers is the progressive strengthening of asset classification
standards and provisioning requirements, which culminated in the
introduction of the Forward-Looking Criteria (FLC) in 1999.

Under the new standards, insurance companies must classify
assets based on the customers' future, not present, capacity to pay.
They have thus far valued assets based on a backward-looking
system, which takes into account the customers' past record of debt
service.

Asset Quality: Forward Looking Criteria



In addition, regulation specifies limits on investments by each
insurer. However, the degree of quantitative restrictions and the
limits on the spectrum of investments have been reduced.

Limits on Investments

Note: 1. Limits on investment are based on total assets.

2. Affiliated group was replaced by majority shareholder.

3. Large is defined as more than 1% of total assets.



Enhanced Transparency

Accounting and Reporting

In recognition of the interdependency between the corporate and
financial sectors, the supervisory authorities implemented
simultaneous reform in both. On the financial side, the FSC has
adopted international best practices in accounting and disclosure
standards, and strengthened the penalties and sanctions enforced
against inappropriate accounting practices, in order to protect the
rights of market participants.

On the corporate side, the FSC has focused on three key areas in
order to enhance overall management transparency: strengthening the
role of the board of directors, ending intra-group transactions that
decrease value for shareholders, and defining more clearly the roles
of government, shareholder litigation, and market forces in enforcing
shareholder rights.

In 1998 the FSC set up new accounting principles for the
insurance industry, the insurance-specific working rules of Korean
GAAP. An insurer must comply with the new rules of Korean
GAAP as well as the statutory accounting principles (SAP). Every
insurer must submit its annual statements to the FSC within three
months of the fiscal year ending 31 March and a quarterly report
within two months of the end of every quarter. In addition, on a
monthly basis (no later than the end of the following month), each
insurer must provide detailed statements of asset utilization
(investment), a balance sheet, and a summary of business.



Entrance Barriers

An entity that intends to engage in the insurance business must
obtain a license from the FSC. The legal persons eligible to obtain a
license are limited to stock companies, mutual companies, and
foreign insurers.

No insurance business is allowed to commence unless it has at
least KRW 5 billion or more in paid-in-capital or foundation funds:
KRW 20 billion for auto, life and annuity insurance, KRW 15 billion
for marine insurance, KRW 10 billion for fire, casualty and third
sector insurance, and KRW 5 billion for title insurance. All-line
insurers must retain at least KRW 30 billion in paid-in-capital.

On-line insurers, which write 90% or more of premiums by
Internet or tele-marketing, may commence with only two-thirds of
the above paid-in capital minimums.

In the case of a foreign branch office, the mother company must
currently be operating an insurance business in its home country,
and must retain at least KRW 3 billion in paid-in-capital.

In the past, an insurer had to deposit funds with the FSS for the
protection of policyholders, with the minimum deposit 30 percent of
paid-in capital or foundation funds, prior to commencing its
business. In 2003, these articles were deleted.

Corporate Governance

An insurer with total assets of at least KRW 2 trillion must
appoint outside directors, who are independent of the insurer, to its



board of directors. The outside directors must comprise 50 percent or
more of the total number of directors, and there must be at least
three.

The insurer in question must also establish an audit committee, of
which two-thirds should be comprised of outside directors. In addition, the
insurer must appoint a compliance officer through the resolution of the
board of directors, and respond faithfully to the information
requested by the compliance officer in the conduct of his or her
duty.
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Balance Sheet

The total assets of life insurance companies in FY 2002 amounted
to KRW 164,223 billion, an increase of 14.8% over the previous year.
The growth rate decreased compared to the previous year (18.5%),
but was still high. This steady growth may be explained by
increases in net investment income and insurance income.

Cash & Deposit
(2.0%)

Securities
(46.8%)

  Stocks
(3.3%)

  Investment
Funds
(4.2%)

  Bonds
(29.8%)

Separate Account
Assets
(8.0%)

  Others
(9.5%)

Loans
(26.5%)

Real Estate
(5.5%)

Non Operating Assets
(11.2%)

Asset Portfolio in Fiscal 2002

The assets of life insurance companies are largely composed of
financial instruments such as stocks, bonds, loans, and real estate.
Approximately 47% of life insurers' assets were held in securities in
FY 2002, amounting to KRW 76,797 billion. This reflected a rise of
20.2% over the previous year. While the amount held in investment
funds decreased, investments in bonds and other securities increased
significantly.

Loans accounted for 28.4 and 26.5 percent of total assets in FY
2001 and FY 2002, respectively. The amount held in loans sharply



declined in FY 1998, and as a proportion of total assets is
continuously decreasing. The amount and proportion invested in real
estate have also been decreasing.

As unamortized acquisition cost has been recognized as an asset
since the 1998 revision of accounting regulations, non-operating
assets comprise a much larger portion of total assets. The category
separate account assets, which was created in April 1999, has grown
steadily with the adding of new separate account products such as
variable whole life insurance (July 2001) and variable annuities
(October 2002). These assets amounted to KRW 13,128 billion in FY
2002, an increase of 12.8% over the previous year.

Trends in Insurance Contracts

Premium income written by new business contracts in FY 2002
amounted to KRW 325,925 billion, a decrease of 9.2% over the
previous year. Lapses and surrenders increased from KRW 167,346
billion in FY 2001 to KRW 200,025 billion in FY 2002. This can be
explained by the lower interest rate and the deceleration of whole
life insurance growth. Furthermore, group insurance has been
declining for several years as occupational pension demand decreases
and corporate welfare programs are reduced.



Classification FY '98 FY '99 FY '00 FY '01 FY '02
Assets

Cash & Deposits 6,507
(7.0)

5,222
(4.7)

3,701
(3.1)

2,684
(1.9)

3,256
(2.0)

Securities 32,301
(35.0)

44,946
(40.8)

48,271
(40.0)

63,866
(44.7)

76,797
(46.8)

Stocks 5,361
(5.8)

8,965
(8.1)

5,673
(4.7)

8,238
(5.8)

5,496
(3.3)

Bonds 7,622
(8.3)

16,888
(15.3)

24,937
(20.7)

36,357
(25.4)

48,906
(29.8)

Investment Funds 17,223
(18.7)

15,247
(13.8)

10,671
(8.8)

9,120
(6.4)

6,872
(4.2)

Others 2,095
(2.3)

3,846
(3.5)

6,990
(5.8)

10,151
(7.1)

15,524
(9.5)

Loans 35,427
(38.4)

35,346
(32.0)

38,342
(31.8)

40,690
(28.4)

43,544
(26.5)

Real Estate 8,644
(9.4)

9,618
(8.7)

9,500
(7.9)

9,258
(6.5)

9,039
(5.5)

Non Operating Assets 9,419
(10.2)

10,441
(9.5)

12,846
(10.6)

15,782
(11.0)

18,458
(11.2)

Separate Account Assets - 4,722
(4.3)

8,071
(6.7)

10,754
(7.5)

13,128
(8.0)

Total Asset 92,298 110,295 120,730 143,034 164,223
Liabilities

Policy Reserves 95,062 99,917 106,222 118,025 134,098
Policyholder
Equity Adjustments -34 2,692 278 1,617 1,541

Other Liabilities 2,189 3,199 4,831 5,328 6,183
Separate Account Liabilities - 4,722 8,071 10,754 13,128
Total Liabilities 97,217 110,531 119,402 135,725 154,951

Stockholder Equity
Capital Stock 1,425 5,527 3,972 5,532 5,685
Capital Surplus 166 329 611 935 937
Retained Earnings -6,256 -6,724 -4,676 -3,079 -386
Capital Adjustment -254 633 1,421 3,921 3,035
Total Shareholder Equity -4,919 -235 1,328 7,309 9,272

Abridged Balance Sheet
(Units: KRW billion)

Note: Figures in parentheses indicate percentage shares.



Business in force represents all existing and new policies,
excluding those that have been terminated owing to maturities,
lapses, and surrenders, and totaled KRW 1,132,413 billion in FY
2002, an increase of 11.5% over the previous year. This moderate
increase was due to the deterioration of new business as well as the
higher rate of lapses and surrenders.

Classification FY '98 FY '99 FY '00 FY '01 FY '02

New Business 289,135
(2.9)

265,620
(-8.1)

302,524
(13.9)

358,952
(18.7)

325,925
(-9.2)

Lapses &
Surrenders

251,536
(13.6)

178,627
(-29.0)

161,338
(-9.7)

167,346
(3.7)

200,025
(19.5)

Business in
Force

610,331
(7.8)

706,596
(15.8)

828,833
(17.3)

1,015,691
(22.5)

1,132,413
(11.5)

Insurance Contracts
(Units: KRW billion, %)

Note: Figures in parentheses indicate annual percent changes.

Premium Income by Group

Insurance companies earned KRW 47,364 billion in premium
income in FY 2001. This was a decrease of 8.3% over the previous
year caused by a sharp decrease in savings oriented products.
However, premium income in FY 2002 increased by 3.6% thanks to
a recovery in annuity demand and the steady growth of whole life
products.

During the process of restructuring of the insurance industry after
the economic crisis, four life insurance companies were taken over
by more financially sound competitors in August 1998. The market
share of the three dominant companies increased from 67.2% in FY
1997 to 72.2% in FY 1998. The market concentration increased even



more owing to M&A activity, resulting in a peak market share of
80.9% in FY 2000.

Since then, the market share of the three major domestic
companies has declined, to 78.0% in FY 2001 and 75.8% in FY 2002.
The major cause of which is the growth of foreign companies.

Classification FY '98 FY '99 FY '00 FY '01 FY '02

Top 3 Companies 33,476
(72.2)

35,068
(75.0)

41,795
(80.9)

36,936
(78.0)

37,202
(75.8)

Other Companies 12,915
(27.8)

11,687
(25.0)

9,859
(19.1)

10,428
(22.0)

11,865
(24.2)

Total 46,391
[-5.2]

46,755
[0.8]

51,654
[10.5]

47,364
[-8.3]

49,067
[3.6]

Premium Income by Group
(Units: KRW billion, %)

Note: The figures in parentheses and brackets indicate percentage shares and
annual percent changes, respectively.
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Premium Income by Type

Term insurance has grown over the past several years owing to a
high demand for protection-type insurance policies, especially whole life
insurance. The market share of term insurance stood at 36.8% in FY
2001. Meanwhile, premium income for pure endowments has sharply
decreased since FY 1997, and is far below its 62.4% market share in FY
1994, when qualified annuities were first introduced. This huge decline
is due to increases in the shares of protection-type insurance policies
and a decrease in annuity demand.

But in FY 2002, everything changed. The share of term insurance
decreased as a result of overall contraction of demand for insurance,
except for whole life, and the share of pure endowment increased
thanks to recovery of demand for annuities providing for old age
income protection.

Classification FY'98 FY'99 FY'00 FY'01 FY'02
Pure

Endowment
10,211
(22.0)

9,781
(20.9)

10,866
(21.0)

7,496
(15.8)

9,142
(18.6)

Term
Insurance

7,925
(17.1)

10,046
(21.5)

12,539
(24.3)

17,426
(36.8)

21,368
(22.6)

Endowment
14,901
(32.1)

11,781
(25.2)

16,467
(31.9)

12,851
(27.1)

11,039
(22.5)

Individual
Total

33,038
(71.2)

31,608
(67.6)

39,872
(77.2)

37,773
(79.8)

41,549
(84.7)

Group
13,353
(28.8)

15,147
(32.4)

11,782
(22.8)

9,591
(20.2)

7,518
(15.3)

Total 46,391
[-5.2]

46,755
[0.8]

51,654
[10.5]

47,364
[-8.3]

49,067
[3.6]

Premium Income by Type
(Units: KRW billion, %)

Note: Figures in parentheses and brackets indicate percentage market shares and
annual percent changes, respectively.



Market Share by Insurance Type
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Pure Endowment Term Insurance Endowment Group

The growth of endowment income in FY 1998 was due to the
efforts by insurance companies to increase their liquidity to make up
for the rapid increase in surrenders during the economic crisis. It
significantly increased again in FY 2000 owing to the prolonged
period for tax exemption and the low investment returns of other
financial institutions. But it again began to decrease as insurance
companies faced with low interest rates employed a contraction
policy. Endowment income dropped to 22.5% of total premium
income in FY 2002.

Group insurance steadily grew until FY 1997. The market share of
group insurance decreased in FY 1998 because of the recession and a
high level of surrenders, but recovered to the level before the
economic crisis in FY 1999. This recovery, however, was a temporary
increase caused by the transference of employee severance insurance
and severance pay arrangements to occupational pensions beginning
in 1999. Since then, the share of group insurance has declined, to
15.3% in FY 2002, because of the spread of systems for premature
withdrawal of retirement pensions, and contraction of corporate
welfare programs.



The occupational pension was introduced to improve the
problems of employee severance insurance with the internal reserve
and the vested rights of employees. Under the occupational pension,
the external reserve method is used, with the beneficiaries remaining
the employees. Under employee severance, the employee was the
normal beneficiary of the insurance, but the surrender value reverted
to the employer.

Expenditures

Claims Paid

Over the last several years, the amount of claims paid on life
insurance has fluctuated owing to severe changes in the level of
surrenders. It reached KRW 45,654 billion in FY 1998, an increase of
10.9% over the previous year. This drastic increase was due to a
corresponding increase in surrenders during the 1997 economic crisis.
As surrenders declined, claims paid in FY 1999 dropped by 16.1%,
reaching KRW 38,305 billion. They further decreased in FY 2001 and
FY 2002 to KRW 34,353 billion and KRW 29,418 billion, respectively.
These decreases were due to corresponding decreases in surrenders
of pure endowment and endowment insurance. This rate of decrease
was far higher than that of premium income, resulting in an
improvement of efficiency in underwriting.

Operating Expenses

The operating expenses of life insurance companies are composed
of acquisition expenses, administration expenses, and collection



expenses. Operating expenses amounted to KRW 4,906 billion in FY
1998, a significant decrease of 31.6% over the previous year. This
was due to changes in insurance accounting standards that allowed
certain acquisition expenses to be treated as deferred payments.
Deferred acquisition expenses were KRW 2,398 billion in FY 1998.
Acquisition expenses, including deferred acquisition expenses,
accounted for nearly 70 percent of total operating expenses.

Classification FY '98 FY '99 FY '00 FY '01 FY '02

Claims Paid 45,654
(10.9)

38,305
(-16.1)

39,247
(3.8)

34,353
(-12.5)

29,418
(-14.4)

Operating
Expenses

4,906
(-31.6)

3,833
(-21.9)

4,021
(4.9)

3,925
(-2.4)

4,264
(8.6)

Claims Paid and Operating Expenses
(Units: KRW billion, %)

Note: Figures in parentheses indicate annual percentage changes.

0

10,000

20,000

30,000

40,000

50,000

FY'98 FY'99 FY'00 FY'01 FY'02

billion won

-40%

-30%

-20%

-10%

0%

10%

20%

Claims Paid Operating Expenses
Percent Change of Claims Paid Percent Change of Operating Expenses

Operating expenses in FY 1999 decreased by 21.9% over the
previous year. However, the reason for this reduction differed from
that of the previous year; it was due to the ongoing restructuring



and efficiency measures taken by the insurance companies. While
operating expenses in FY 2001 decreased slightly compared to FY
2000, they increased by 8.6% in FY 2002 because of temporary cost
increases associated with organizational restructuring.

Total Income and Expenditure

Net income for insurance companies can be calculated by a
summation of the business results of underwriting, investment, and
other activities. Whereas underwriting and other activities have lost
money over the last few years, investment activities realized a profit.
Net losses in underwriting and other activities, which amounted to
KRW 4,860 billion in FY 2001, were less than investment profit of
KRW 6,966 billion. This was the first year of net profit in five years.
In FY 2002, net loss in underwriting and other activities (KRW 4,675
billion) was again less than investment profit. Net profit was up a
significant 64.1% over the previous year, thanks to good sales of
protection-type products and stable investment performance.

Before FY 2001, the industry suffered net losses. However, a
select few foreign and major domestic companies earned both
underwriting profits and investment profits. Net losses in the
industry were thus mainly incurred by small and medium sized
domestic companies. The insurance industry as a whole has suffered
net losses since 1994. The main factors behind losses were excessive
operating expenses and unproductive asset portfolios. Small and
medium size domestic insurance companies were forced to spend
excessively in order to remain competitive against fierce competition
by their larger domestic and foreign rivals. In contrast, the ratio of
non-operating assets to total assets held by these insurers was much
higher than the ratio for major companies, which resulted in
relatively low investment profits.



Classification FY '98 FY '99 FY '00 FY '01 FY '02

Income

Underwriting 48,819 41,943 47,864 43,310 45,771
Investment 10,046 10,607 8,315 9,235 10,571
Other 4,242 262 910 544 895
Total 63,107 52,812 57,089 53,089 57,237

Expenditure

Underwriting 55,603 47,830 52,460 47,385 49,746

Investment 6,544 4,587 3,801 2,269 2,341
Other 4,927 1,212 1,414 1,329 1,595
Total 67,074 53,629 57,675 50,983 53,682

Net Balance

Underwriting -6,784 -5,887 -4,596 -4,075 -3,975
Investment 3,502 6,020 4,514 6,966 8,230
Other -685 -950 -504 -785 -700

Total -3,967 -817 -586 2,106 3,555
Tax 54 165 23 383 727

Net income (loss) -4,021 -981 -609 1,723 2,828

Total Income and Expenditure
(Units: KRW billion, %)

In 2001, the overall industry showed a net profit as investment
profit exceeded underwriting loss for all industry groups. Again in
2002, the overall industry earned a net profit, driven by improved
investment performance, but the profit growth rate of the Big 3
insurance companies were exceeded by that of small and medium
size domestic companies and foreign companies.

Management Efficiency

The ratio of claims paid, which is calculated by dividing claims



paid by premiums written, was just 64.3% in FY 1996, but increased
sharply in FY 1998. This significant increase corresponds to an
increase in lapses and surrenders during the economic crisis. The
ratio declined in FY 1999 and FY 2000 as lapses and surrenders
sharply decreased owing to the low interest rates provided by banks
and other financial institutions. It further improved in FY 2001
mainly because of a significant decrease in claims paid, and fell
below 60% in FY 2002, as claims paid decreased further and
premium income increased slightly.

The ratio of lapses and surrenders is calculated by dividing lapses
and surrenders by the sum of business in force at the beginning of the
year and new business. This ratio showed a similar pattern to the ratio
of claims paid, except in FY 1999 when it dropped precipitously from
29.4% to 20.5%. The transition from a volume-oriented to a
maintenance-oriented underwriting strategy may explain this decline.
The ratio declined in FY 2001 due to improvements in insurance
management, but increased slightly in FY 2002 because of increased
lapses and surrenders related to the economic recession.

Classification FY '98 FY '99 FY '00 FY '01 FY '02

Ratio of Claims Paid 98.4 90.7 80.1 72.6 59.1
Ratio of Lapses and

Surrenders 29.4 20.5 16.0 13.9 14.8

Ratio of Operating
Expenses 10.6 9.2 8.6 9.4 9.7

Ratio of Operating
A ssets 89.8 90.2 88.6 88.1 87.8

Yield Rate of Total
Assets 11.9 12.1 8.5 8.5 8.5

Management Efficiency
(Units: %)

Note: Separate accounts are excluded.



The ratio of operating expenses to premiums written was 10.6%
in FY 1998, a drastic decrease over the previous year. This reduction
was caused by the changes to the insurance accounting standards
mentioned above. The ratio also decreased to 9.2% and 8.6% in FY
1999 and FY 2000, respectively. These decline can be explained by
other factors: ongoing cost-cutting, restructuring, and strong
competition. However, the ratio increased in FY 2001 due to an
increase of sales of protection-type insurance policies, and again in
FY 2002 because of ongoing organizational restructuring charges.

The average yield rate of total assets during the last five years
was approximately 9.9%.2) Because of the high interest rates during
the economic crisis, the yield rate of total assets was 11.9% in FY
1998, higher than in other fiscal years. The yield was lower in FY
2000, FY 2001 and FY 2002, a reflection of declining market interest
rates and depressed investment opportunities.

Distribution

Tied agents (known as solicitors) dominate the life insurance
market. They work for one company on a commission basis and are
supervised by a sales manager. The quality and professional
knowledge of solicitors varies between domestic and foreign
companies. The solicitors of foreign companies are full-time trained
professionals, a caliber that domestic companies do not match.

Yield rate of total assets is computed as "2 × Investment Income / (Assets at the
beginning of the year + Assets at the end of the year - Investment Income)".



However, domestic companies have recently began employing highly
qualified solicitors to improve efficiency and productivity in
distribution.

The number of solicitors in the life insurance industry has
steadily decreased. It decreased by 38.6% to 151,064 in FY 2002 from
246,193 in FY 1998. On the other hand, productivity has steadily
increased, from KRW 188 million in FY 1998 to KRW 325 million in
FY 2002.

Classification FY '98 FY '99 FY '00 FY '01 FY '02

Number of
Solicitors

246,193 241,429 214,793 171,505 151,064
(-16.1) (-1.9) (-11.0) (-20.2) (-11.9)

Productivity
188 194 240 276 325

(12.6) (3.2) (23.7) (15.0) (17.8)

Distribution
(Units: persons, KRW million, %)

Note 1: Figures in parentheses indicate annual percent changes.

Note 2: Productivity is defined as premium income per solicitor.

-30%

-20%

-10%

0%

10%

20%

30%

FY'98 FY'99 FY'00 FY'01 FY'02

Percent Change of the Number of Solicitors Percent Change of Productivity



As various life insurance companies shifted strategy from external
growth to profit maximization, they streamlined distribution by
eliminating solicitors and direct writers who demonstrated low
productivity.

Classification FY '98 FY '99 FY '00 FY '01 FY '02 '03.4~6

Direct
writers

number 38,726 35,663 31,851 28,572 26,727 26,356

growth
rate -21.1 -7.9 -10.7 -10.3 -6.5 -1.4

Solicitors
number 246,193 241,429 214,793 171,505 151,096 145,613

growth
rate -16.1 -1.9 -11.0 -20.2 -11.9 -3.6

Agents
number 11,106 7,789 6,017 6,994 7,266 7,416

growth
rate -0.6 -29.9 -22.8 16.2 3.9 2.1

Life-Insurance Distribution-Channel Trend
(Units: persons, %)
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Balance Sheet

Total assets of the non-life insurance industry in FY 2002
amounted to KRW 35,181 billion, an increase of 8.3% over the
previous year.

Assets of non-life insurance companies are largely composed of
financial instruments such as stocks, bonds, loans and investment
funds. About 51.8% of non-life insurers’ assets consisted of securities
in FY 2002. The percentage invested in stocks showed a modest
decrease from 8.7% in the previous year to 5.1%.

Loans accounted for 16.6% of total assets, an increase from the
prior year. The proportion of separate account assets has continued
to grow.

The weighting of non-operating assets has declined for four
consecutive years, implying that the efficiency of asset management
has improved significantly.

The capital stock of the industry in FY 2002 increased 2.1% over
the previous year.



Classification FY '98 FY '99 FY '00 FY '01 FY '02
Assets

Cash & Deposits 2,763
(12.3)

2,906
(11.0)

2,808
(10.0)

2,091
(6.4)

1,952
(5.5)

Securities 9,481
(42.3)

11,929
(45.1)

12,648
(45.1)

17,143
(52.8)

18,227
(51.8)

Stocks 1,635
(7.3)

2,193
(8.3)

1,743
(6.2)

2,821
(8.7)

1,790
(5.1)

Bonds 3,079
(13.7)

5,817
(22.0)

7,487
(26.7)

9,754
(30.0)

12,409
(35.3)

Investment Funds 3,981
(17.7)

2,710
(10.2)

2,375
(8.5)

2,884
(8.9)

1,730
(4.9)

Others 785
(3.5)

1,209
(4.6)

1,043
(3.7)

1,683
(5.2)

2,298
(6.5)

Loans 3,548
(15.8)

3,627
(13.7)

3,816
(13.6)

4,580
(14.1)

5,856
(16.6)

Real Estate 2,355
(10.5)

2,578
(9.7)

2,864
(10.2)

3,037
(9.3)

3,123
(8.9)

Non Operating Assets 4,282
(19.1)

5,093
(19.2)

5,293
(18.9)

4,892
(15.1)

5,000
(14.2)

Separate Account Assets - 353
(1.3)

620
(2.2)

751
(2.3)

1,023
(2.9)

Total Assets 22,430 26,486 28,049 32,494 35,181

Liabilities
Insurance Reserve 20,533 22,399 25,410 22,161 24,878
Reserve for Outstanding Claims 6,127 6,875 8,668 3,104 3,249
Long-term Insurance Premium
Reserve 9,401 10,701 11,560 13,079 15,031

4,415 4,848Unearned Premium Reserve 3,713 3,473 3,815
1,484 1,624Catastrophe Reserve 1,246 1,316 1,352
5,480 5,076Other Liabilities 2,705 3,516 4,276
751 1,023Separate Account Liabilities - 353 620

28,337 30,977Total Liabilities 23,238 26,269 30,306

Stockholder Equity
10,979 11,207Capital Stock 360 2,435 5,301
1,120 1,083Capital Surplus 1,076 1,360 1,093
-8,470 -8,310Retained Earnings -2,174 -3,950 -8,663
528 224Capital Adjustment -71 372 12

4,156 4,204Total Shareholder Equity -809 217 -2,256

Abridged Balance Sheet
(Units: KRW billion)

Note: Figures in parentheses indicate percentage shares.



The following diagram illustrates the division of the investment
portfolio among different assets. The portion of stock decreased
sharply by 3.6 percentage points year-on-year, while the portion of
cash & deposits decreased by 0.9 percentage points.
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Asset Portfolio in Fiscal 2002

Direct Premiums Written

In FY 2002, non-life insurance companies in Korea wrote KRW
20,175 billion in direct premiums, an increase of 10.7% over the
previous year. All lines of insurance showed an increase over the
preceding year.

Direct premiums written have shown consecutive growth for each
of the last five years. In FY 2002, guarantee and reinsurance
demonstrated higher growth than direct business.



Business FY'98 FY'99 FY'00 FY'01 FY'02

Direct Business 13,640 13,876 15,875 17,692 19,238
(-9.2) (1.7) (14.4) (11.4) (8.7)

Guarantee 612 575 603 716 936
(-52.7) (-6.1) (4.8) (18.8) (30.7)

Reinsurance 1.3 1.3 0.8 0.9 1.2
(62.5) (-3.1) (-31.0) (1.8) (33.3)

Total 14,254 14,452 16,479 18,222 20,175
(-12.7) (1.4) (14.0) (12.3) (10.7)

Note: Figures in parentheses indicate annual percent changes.

Direct Premiums Written by Business
(Units: KRW billion, %)

Of the total, the KRW 15,947 billion in automobile and long-term
insurance accounted for more than 79.0% of total direct premiums
written. The ratio of automobile and long-term insurance was slighty
lower than 80.0% in FY 2001 due to the double-digit growth of the
casualty and guarantee lines.

Fire Insurance

Direct premiums written from fire insurance have continuously
increased since FY 2000, but, at KRW 322 billion in FY 2002,
remained a constant 1.6% of total non-life premiums.

The absolute growth in fire insurance premiums is explained by
the rise in premium rates due to frequent fire accidents in previous
years. On the other hand, the relative decline is attributable not only
to fierce price competition but also to changed policyholder preferences.
These trends are projected to continue for the near future.



Classification FY '98 FY '99 FY '00 FY '01 FY '02

Fire
273 265 275 300 322
(1.9) (1.8) (1.7) (1.6) (1.6)

Marine
374 457 434 528 561
(2.6) (3.2) (2.6) (2.9) (2.8)

Automobile
5,280 5,537 6,498 7,337 7,913
(37.0) (38.3) (39.4) (40.3) (39.2)

Guarantee
611 574 602 716 936
(4.3) (4.0) (3.7) (3.9) (4.6)

Casualty
991 985 1,114 1,384 1,671
(7.0) (6.9) (6.8) (7.6) (8.3)

Title
1.4

(0.0)

Overseas Direct
56.4
(0.3)

Long-Term
6,045 6,031 6,939 7,244 8,034
(42.4) (41.7) (42.1) (39.7) (39.8)

Annuity
679 604 616 663 679
(4.8) (4.2) (3.7) (3.6) (3.4)

Total
14,254 14,452 16,479 18,222 20,175
(100.0) (100.0) (100.0) (100.0) (100.0)

Note: Figures in parentheses indicate percentage shares.

Direct Premiums Written by Line
(Units: KRW billion, %)



Marine Insurance

In FY 2002, direct premiums written from marine insurance
registered KRW 561 billion, equivalent to 2.8% of the non-life market
total, a slight decline from the year before caused by reductions in
premium rates and reinsurance premium rates in cargo,
transportation, and aircraft insurance.

Automobile Insurance

In FY 2002, price competition in the automobile insurance market
increased, a trend which began in FY 2001 with the liberalization of
net premiums in August 2001 and the entrance of mono-line
insurers.

In FY 2002, automobile insurance amounted to KRW 7,913 billion,
or 39.2% of the total. Premiums from automobile insurance increased
by 7.8% over the previous year. This rate of growth was lower than
in FY 2001 because of a decrease in growth of enrolled automobiles
and severe price competition.

Guarantee Insurance

Guarantee insurance sustained growth for two consecutive years
due to growth of the construction and housing sector and credit
insurance. Premiums from guarantee insurance amounted to KRW
936 billion, a sharp increase of 30.7% over the previous year.
Consequently, the share of guarantee insurance rose to 4.6% from
3.9% in FY 2001.

For reference, the guarantee insurance industry in Korea has



undergone great vicissitudes since FY 1997. The two ailing guarantee
insurance companies were merged in 1998, but as the merged
guarantee insurance company faced its own financial difficulties, a
large amount of public funds was injected and strict underwriting
standards were applied.

Casualty Insurance

Casualty insurance is one of the most promising insurance lines
in the non-life insurance industry.

The increasing need for professional liability and comprehensive
insurance, and the introduction of product liability law, have made a
great contribution to the growth of premiums from casualty
insurance.

Long-Term and Annuity Insurance

Over the past few decades, long-term insurance has consistently
increased, and became the biggest line in the non-life insurance
industry again in FY 2002.

Long-term insurance had shown the highest growth rate in
non-life insurance before FY 1997. However, due to the financial
crisis and the slump of the domestic economy, premiums from
long-term insurance showed negative growth for two consecutive
years after FY 1997.

However, in FY 2001, long-term insurance reversed this decline
and registered an increase of 5.1% over the previous year, while
personal annuity reported an increase of 8.4%. In FY 2002, long-term
insurance increased by 10.9% and personal annuity by 2.4%.



Premiums from long-term and personal annuity insurance
accounted for 43.2% of total non-life insurance premiums.

The following chart illustrates the changes in the proportions of
direct premiums among the different lines of the non-life insurance
business for the last 11 years. They succinctly show the growth of
long-term insurance.
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FY'91

FY'96

FY'02
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Insurance
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Insurance

Direct Premium Trends by Line



Expenditures

Incurred Losses

Incurred losses increased by 1.5% over the previous year. This
was mainly due to reductions in guarantee and overseas direct &
inward insurance. But the increase in incurred losses was far below
the 12.5% growth of earned premiums. As a result, the loss ratio
declined over the year.

Classification FY '98 FY '99 FY '00 FY '01 FY '02

Fire 131 127 128 95 110

Marine 97 93 104 107 133

Automobile 3,257 3,646 4,136 4,338 4,884

Guarantee 2,137 4,460 541 1,184 334

Casualty 346 361 383 424 471

Overseas
Direct & Inward 63 67 107 133 123

Other 29 277 764 107 15

Long-Term 5,618 5,571 6,250 6,058 6,568

Annuity 769 681 728 807 820

Total 12,447 15,283 13,141 13,253 13,458

Note: 'Other' includes the risk portion of retirement insurance and related
business

Incurred Losses by Line
(Units: KRW billion)



In FY 2002, the amount of incurred losses reached KRW 13,458
billion. All lines of insurance, except for guarantee, overseas direct &
inward, and other, registered increased losses.
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Investment Income

In FY 2002, total investment income of the non-life insurance
industry amounted to KRW 2,096 billion, an decrease of 5.8% from
the previous year. The decline is explained mainly by the
unfavorable stock market environment.



Classification FY '98 FY '99 FY '00 FY '01 FY '02

Direct Business 1,808 2,220 1,547 1,981 1,993

Guarantee 81 205 130 172 99

Reinsurance 98 94 68 71 64

Total 1,987 2,519 1,745 2,224 2,096

Investment Income
(Units: KRW billion)

Total Income and Expenditure

In FY 2002, the non-life insurance industry registered a net profit
of KRW 325 billion, an increase of 49.1% over the previous year.
Most domestic direct insurers showed positive net income based on
underwriting surpluses.

Net losses of the guarantee business dropped sharply to KRW
162 billion from KRW 601 billion in FY 2001. Profits from the
reinsurance business decreased in FY 2002.



Classification FY '98 FY '99 FY '00 FY '01 FY '02

Income

Underwriting 13,866 13,765 15,013 16,425 18,535

Investment 1,987 2,519 1,745 2,240 2,100

Other 188 530 368 963 652

Total 16,041 16,813 17,126 19,628 21,288

Expenditure

Underwriting 15,982 18,633 16,230 17,730 18,515

Investment 1,096 878 963 527 1,214

Other 459 619 807 814 965

Total 17,537 20,129 17,999 19,071 20,694

Net Balance

Underwriting -2,116 -4,868 -1,217 -1,304 21

Investment 891 1,641 783 1,713 886

Other -271 -89 -439 149 -313
Total -1,495 -3,316 -873 557 594

Tax 100 116 -57 339 269
Net Income/Loss -1,595 -3,448 -817 218 325

Total Income and Expenditure
(Units: KRW billion, %)

Classification FY '98 FY '99 FY '00 FY '01 FY '02

Direct 219 90 -557 751 429

Guarantee -1,818 -3,551 -286 -601 -162

Reinsurance 4 29 26 68 58

Total -1,595 -3,432 -817 218 325

Net Income by Business
(Units: KRW billion)



Underwriting Results

In FY 2002, underwriting resulted in a surplus of KRW 21 billion,
a tremendous increase of 101.6% over the previous year. The 12.8%
rise in underwriting income was one of the reasons for this growth.

Classification FY'98 FY'99 FY'00 FY'01 FY'02

Fire 56.1 61.9 67.1 51.0 54.3

Marine 43.9 43.9 46.4 46.0 51.6

Automobile 61.7 73.0 73.2 67.2 68.4

Guarantee 300.7 456.0 83.2 208.3 42.0

Casualty 57.1 56.9 56.8 53.9 47.5

Overseas Direct 60.5 63.6 78.9 57.8 50.4

Long-Term 93.1 92.6 90.9 84.2 81.5

Annuity 114.1 112.6 118.4 117.8 118.7

Total 89.6 109.1 82.4 80.9 72.9

Earned-Incurred Loss Ratio by Line
(Units: %)

Note: Retirement insurance excluded.

Management Efficiency

The earned-incurred loss ratio, calculated by dividing incurred
losses by earned premiums, was a favorable 80.9% in FY 2001 and
72.9% in FY 2002. The loss ratios of all insurance lines improved in
FY 2002. In particular, the loss ratio of guarantee insurance showed a
sharp and significant improvement of 166.3 percentage points.



The expense ratio, which is calculated by dividing net operating
expenses by net premiums written, showed only a slight increase
from 25.0% in FY 2001 to 25.2% in FY 2002.

As a result, the combined ratio, which is the sum of the loss
ratio and expense ratio, dropped from 105.9% in FY 2001 to 98.8%.

Classification FY '98 FY '99 FY '00 FY '01 FY '02

Direct

Loss Ratio 78.8 83.6 83.1 76.9 84.0

Expense Ratio 25.6 27.6 26.3 25.6 25.8

Combined Ratio 104.4 111.2 109.4 102.5 109.8

Guarantee

Loss Ratio 305.6 462.4 79.5 223.7 43.5

Expense Ratio 21.5 15.0 14.5 7.0 4.2

Combined Ratio 327.1 477.4 94.0 230.7 47.7

Re-
insurance

Loss Ratio 73.5 75.2 76.4 66.2 65.2

Expense Ratio 27.2 23.4 21.4 27.8 29.8

Combined Ratio 100.8 98.6 97.8 94.0 95.0

Total

Loss Ratio 89.6 109.1 82.4 80.9 73.6

Expense Ratio 25.5 26.4 24.9 25.0 25.2

Combined Ratio 115.1 135.5 107.3 105.9 98.8

Combined Ratios
(Units: %)

In FY 2002, the ratio of investment income to total assets was
6.4%, a 1.2% decrease over the previous year. Direct companies have
shown better results than guarantee and reinsurance companies for
the last five years.



Classification FY '98 FY '99 FY '00 FY '01 FY '02

Direct Insurance 10.7 11.6 7.2 8.4 7.1

Guarantee 4.0 7.6 3.8 4.6 2.8

Reinsurance 8.0 6.8 4.5 8.2 3.3

Total 10.0 10.9 6.6 7.6 6.4

Ratios of Investment Income of Total Assets
(Units: %)

Distribution

Market Share by Distribution Channel

Direct premiums written collected by solicitors and agents
accounted for 87.4% of total premiums written in FY 2002.

The proportion of premiums collected by agents has continued to
grow since FY 2001, sharply increasing by 13.5% over the previous
year, while the proportion of premiums collected by solicitors also
increased slightly by 3.5%.

Aside from agents and solicitors, insurers are consistently
innovating their distribution channels to cope with the ever-changing
business environment, for example through cyber marketing and
other on-line channels.



Year
Company
Employees Solicitors Agents Insurance

Pool Total

Amount Percent Amount Percent Amount Percent Amount Percent Amount

FY '98 1,469 10.3% 6,648 46.6% 6,062 42.5% 74 0.5% 14,254

FY '99 1,304 9.0% 6,658 46.1% 6,430 44.5% 60 0.4% 14,452
FY '00 1,227 7.4% 7,861 47.7% 7,221 43.8% 169 1.0% 16,479

FY '01 1,771 9.6% 7,209 39.0% 9,291 50.2% 231 1.2% 18,502

FY '02 2,395 11.6% 7,464 36.2% 10,550 51.2% 202 1.0% 20,612

Market Share by Distribution Channel
(Units: KRW billion, %)

Note: Retirement insurance is included.

Solicitors and Insurance Agents

The non-life insurance distribution system in Korea can be divided
into four categories: solicitors, agents, insurance pools, and insurance
company employees.

A person who desires to be a solicitor must register with the
Financial Supervisory Service, while a person who desires to be an
insurance agent or broker must register with the Financial Supervisory
Commission.

The following chart illustrates the market share of each
distribution channel. Agents had the largest share, followed by
solicitors, company employees, and insurance pools.
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Market Share by Distribution Channel

At the end of FY 2002, solicitors and agents totaled 53,875 and
50,877, respectively, while direct employees of Korean insurance
companies numbered 20,918.

The number of solicitors has declined drastically since FY 1996,
declining 5.6% in FY 2002. This continuous decline is due not only
to continuous reforms within the insurance industry but also to the
emergence of new distribution channels that are more efficient and
productive.

Classification FY '98 FY '99 FY '00 FY '01 FY '02

Solicitors
Number 87,776 83,466 68,896 57,086 53,875

Growth Rate -14.6% -4.9% -17.5% -17.1% -5.6%

Agents
Number 51,073 52,432 53,321 53,295 50,877

Growth Rate -1.4% 2.7% 1.7% -0.05% -4.5%

Solicitors and Insurance Agents
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<Appendix 1> Profiles of Insurance Companies

1. Life Insurance Companies

(Units: KRW billion)

Company Date of
Establishment

Paid-in
Capital Premiums Total Assets Number of

Employees

Korea Sept 9, 1946 3,550.0 8,833 29,458 5,062
Allianz Dec 21, 1954 10.5 2,233 6,250 2,329
Samsung May 5, 1957 100.0 17,098 72,998 6,287
Hungkuk May 20, 1958 12.2 1,096 3,946 966
Kyobo Aug 7, 1958 92.5 7,131 29,812 4,203
Daeshin June 20, 1989 144.2 325 902 469
Shinhan Apr 15, 1989 200.0 885 2,513 745
Dongbu Apr 14, 1989 85.2 229 848 206
Tongyang Apr 20, 1989 340.3 1,148 3,604 1,232
MetLife June 1, 1989 97.7 444 1,325 399
PCA June 18, 1990 69.3 27 112 103

NewYork July 4, 1990 64.8 53 84 164
Lucky Feb 2, 1988 139.1 197 1,194 284
Kumho Apr 1, 1988 211.2 827 3,068 1,094
SK Mar 7, 1988 246.3 1,197 3,812 1,203
Hanil Aug 7, 1993 115.0 33 92 81

Prudential June 6, 1989 26.4 593 1,263 175
ING Sept 9, 1991 70.0 1,106 2,068 368
France Feb 19, 1988 29.9 37 79 58
LINA Dec 29, 1986 4.2 194 239 175
AIG May 18, 1987 40.3 406 513 319
Cardif Sept 1, 2001 5.7 1 3 35
SH&C Oct 1, 2002 30.3 0.2 29 40

Note : As of the end of FY 2002.



2. Non-Life Insurance Companies

(Units: KRW billion)

Company Date of
Establishment

Paid-In
Capital

Direct
Premiums Total Assets Number of

Employees

Oriental Oct 1, 1922 42.9 1,530 2,151 1,980

Shindongah Apr 1, 1946 23.2 773 1,087 1,229

Daehan May 20, 1946 42.1 507 800 924

Green Feb 1, 1947 33.8 321 446 681

Ssangyong Mar 15, 1947 65.9 810 1,011 1,207

First Mar 22, 1949 133.9 864 1,103 1,176

Samsung Jan 26, 1953 26.5 6,041 11,095 3,852

Hyundai Mar 5, 1955 44.7 2,835 4,402 2,967

LG Jan 27, 1959 30.0 2,577 3,747 2,571

Dongbu Mar 2, 1962 35.4 2,671 3,628 2,284

Kyobo Sept 28, 2001 30.0 161 146 612

SGI Feb 19, 1969 10,331.9 937 3,256 876

KRIC Mar 19, 1963 51.2 1 2,171 215

AIG Apr 24, 1968 26.9 99 80 149

ACE Apr 1, 1985 5.5 27 16 40

Federal July 27, 1992 3.0 19 26 43

Royal June 21, 2000 38.9 2 17 14

Note : As of the end of FY 2002.



<Appendix 2> Internet Homepages

1. Life Insurance Companies

Company Homepage

Korea Life Insurance Co., Ltd. www.korealife.com
Allianz Life Insurance Co., Ltd. www.allianzfirstlife.co.kr
Samsung Life Insurance Co., Ltd. www.samsunglife.com
Hungkuk Life Insurance Co., Ltd. www.hungkuk.co.kr
Kyobo Life Insurance Co., Ltd. www.kyobo.co.kr
Daishin Life Insurance Co., Ltd. www.dslife.co.kr
Shinhan Life Insurance Co., Ltd. www.shinhanlife.co.kr
Dongbu Life Insurance Co., Ltd. www.dongbulife.co.kr
Tongyang Life Insurance Co., Ltd. www.myangel.co.kr
MetLife Insurance Company of Korea., Ltd. www.metlifekorea.co.kr
The PCA Life Insurance Co. Ltd. www.pcakorea.co.kr
NewYork Life Insurance Ltd. www.nyli.co.kr
Lucky Life Insurance Co., Ltd. www.luckylife.co.kr
Kumho Life Insurance Co., Ltd. www.kumholife.co.kr
SK Life Insurance Co., Ltd. www.sklife.com
Hanil Life Insurance Co., Ltd. www.hanillife.co.kr

The Prudential Life Insurance Company of Korea www.prudential.co.kr

ING Life Insurance Co., Ltd. www.inglife.co.kr
Hana Life Insurance Co., Ltd. www.hanalifeinsurance.co.kr
Life Insurance Company of North America,
Korea Branch www.lina.co.kr

American International Assurance Company,
Korea Branch

www.aiglife.co.kr

SH&C Life Insurance Co., Ltd www.shnc.co.kr



2. Non-Life Insurance Companies

The Oriental Fire & Marine Insurance Co., Ltd. www.insuworld.co.kr
Shindongah Fire & Marine Insurance Co., Ltd. www.sdafire.com
Daehan Fire & Marine Insurance Co., Ltd. www.daeins.co.kr
Green Fire & Marine Insurance Co., Ltd. www.greenfire.co.kr
Ssangyong Fire & Marine Insurance Co., Ltd. www.insurance.co.kr
First Fire & Marine Insurance Co., Ltd. www.insumall.co.kr
Samsung Fire & Marine Insurance Co., Ltd. www.samsungfire.co.kr
Hyundai Marine & Fire Insurance Co., Ltd. www.hi.co.kr
LG Fire & Marine Insurance Co., Ltd. www.lginsure.com
Dongbu Fire & Marine Insurance Co., Ltd. www.idongbu.com
Kyobo Auto Insurance www.kyobodirect.com
Seoul Guarantee Insurance Co., Ltd. www.sgic.co.kr
Korea Reinsurance Co., Ltd. www.koreanre.co.kr
AIG General Insurance www.aiggeneral.co.kr
ACE American Insurance Company Korea Branch www.aceinsurance.co.kr
Federal Insurance Company Korea www.chubbkorea.co.kr

3. Related Organizations

Ministry of Finance and Economy www.mofe.go.kr
Financial Supervisory Commission www.fsc.go.kr
Financial Supervisory Service www.fss.or.kr
Korea Deposit Insurance Corporation www.kdic.or.kr
Korea Life Insurance Association www.klia.or.kr
Korea Non-Life Insurance Association www.knia.or.kr
Korean Fire Protection Association www.kfpa.or.kr
Korea Insurance Development Institute www.kidi.or.kr


