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Foreword

The world economy in 2012 could not escape from a low economic growth status due to a 

reduction in government spending in Europe owing to the Euro zone financial crisis, and 

the delay of economic recovery in major developed countries. Also, interest rates are 

maintained at low levels due to quantitative easing of major economies. Global economic 

growth rate in 2012 was 3.2%, decreased by 1.2%p over the previous year, and the 

growth rate in 2013 is expected to deteriorate. The Korean economy has not been an 

exception to this global trend. In Korea, the economic growth rate decreased significantly 

from 3.7% in 2011 to 2.0% in 2012, and treasury bond yield (3-year) also declined to 

3.0%. Moreover, a real estate recession and the household and corporate debt problems 

make the future prospect even grimmer.

The global economy with slow growth and low interest rate has put a burden on the global 

life insurance industry, having faced stricter financial solvency regulations. However, the 

Korean insurance industry in 2012 showed a different picture from global insurance 

industry. The premium income growth rate recorded 23.6%, increased by 13.6%p over 

2011, with an exceptional increase in a demand for saving type insurance thanks to a 

related tax reform. However, the insurance industry does not enthusiastically welcome this 

increase in the premiums of saving type insurance, since a downward trend in interest rate 

makes the negative margins problem worse, and there is not promising asset management 

destination.

On average, the growth rate of the Korean insurance industry has been slightly higher 

than nominal GDP growth rate since 2000. Compared with the year before the global 

financial crisis the ROA’s of banking, securities business, and credit card industries have 

declined by more than 50%. By contrast, the ROA of the insurance industry has only 

decreased by less than 30% from 1.08% in FY2007. However, the Korean insurance 
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industry does not have any obvious future growth engine. Moreover, financial soundness 

regulations and price regulations such as risk based capital (RBC) requirement, the liability 

adequacy evaluation system, and suppression of increases in automobile insurance 

premium rates, govern the industry, and the regulations regarding consumer protection 

were tightened. All these changes placed the Korean insurance industry in a more difficult 

situation.

Korean Insurance Industry in 2013, is intended to discuss the issues related to the Korean 

insurance industry, domestic and global economy, the financial industry, and the changes 

in regulations and supervisions. We hope that this book wil l be helpful for readers to 

understand the Korean insurance industry better.

I sincerely express my gratitude to all the members in the Department of Insurance Trends 

Analysis for their hard work in preparing this book.

Ho Khang

President
Korea Insurance Research Institute
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Global economy

The world GDP growth rate fell to 3.2% in 2012, down from 3.9% in 2011 as the Euro zone 

fiscal crisis persisted. The GDP of advanced countries grew by 1.5% in 2012, decreased 

from 1.7% in 2011, and that of emerging countries grew by 4.9%, decreased from 6.2% in 

2011. In the first half of 2013, advanced economic growth rate was 1.1%, increased by 

0.6%p from 0.5% in the second half of 2012. Meanwhile, emerging economic growth rate 

was 4.4%, decreased by 0.6%p from 5.0% in the second half of 2012.

The U.S. economy rose from 1.8% in 2011 to 2.8% in 2012 despite of a reduction in 

government spending. It was mainly led by the recovery of personal consumption and 

housing investment owing to a beginning of recovery in employment and the improvement 

of the housing market. These trends were maintained in the first half of 2013, the U.S. 

economy grew by 1.5% year-on-year.

The Euro zone GDP growth rate decl ined to -0.6% in 2012 due to a decrease of 

consumption and investment inf luenced by the Euro zone f iscal cr is is and f iscal 

retrenchment. Economic recession in Italy, Spain, and Portugal deepened and it spread to 

the core countries of Euro zone such as Germany, France, and Belgium. In the first half of 

2013, the GDP growth rate of Euro zone declined to -0.9% year-on-year.

The Japanese economy shifted from its negative growth rate in 2011 to 2.0% in 2012 due 

to an expansion of public investment influenced by the rebuilding projects following the 

Great East Japan Earthquake and the government pol icy of encouraging private 

consumption. In the first half of 2013, the Japanese economy grew by 0.7% year-on-year 

due to recovery of exports and private consumption influenced by an implementation of 

Abenomics.
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The Chinese economic growth rate marked at 7.7% in 2012 decreased by 1.6%p from 

9.3% in 2011 due to sluggish exports to the Euro zone and a slowdown in private 

consumption and investment. In the first half of 2013, the Chinese economy grew by 7.6% 

year-on-year due to a shrinking private consumption inf luenced by government’s 

tighten-your-belts policy.

Table 1.  Global GDP growth rates

2008 2009 2010 2011 2012 2013 1H*

World 2.7 -0.4 5.2 3.9 3.2 -

Advanced 0.1 -3.4 3.0 1.7 1.5 1.1

Emerging 5.8 3.1 7.5 6.2 4.9 4.4

United States -0.3 -2.8 2.5 1.8 2.8 1.5

Euro zone 0.4 -4.4 2.0 1.5 -0.6 -0.9

Japan -1.0 -5.5 4.7 -0.6 2.0 0.7

China 9.6 9.2 10.4 9.3 7.7 7.6

 Note: *the first half of 2013
 Source: IMF
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Gross domestic products

The GDP growth rate of Korea declined to 2.0% in 2012 from 3.7% in 2011 due to the sluggish 

pace of export growth and continuing reduction in investment. The GDP grew by 1.5% year-on-

year in the 1Q of 2013, which was the same level with the 4Q of 2012. The GDP grew slowly in 

the 1Q of 2013 due to a sluggish private consumption, a decreasing facilities investment and a 

slowdown in exports, which were influenced by the slow recoveries in advanced countries.

By period, in the 1Q of 2012, the growth rate increased to 0.8% quarter-on-quarter due to 

consumption growth prompted by reduced uncertainty regarding the external environment and 

a sharp rise in fixed investment led by facilities investment. In the 2Q of 2012; however, the 

growth rate declined to 0.3% quarter-on-quarter as exports shifted to a decline due to sluggish 

growth in advanced countries. In the 3Q and 4Q of 2012, the quarter-on-quarter GDP growth 

rate was slowdown owing to a decline in fixed investment influenced by weakened overseas 

demand. However, in the 1Q of 2013, the quarter-on-quarter GDP growth rate increased to 

0.8% as government consumption and construction investment improved.

In 2012, the private consumption growth rate declined to 1.7% due to external uncertainties and 

household debt. By quarter, the private consumption increased by 1.3% year-on-year in the 1Q 

of 2012 and increased by 1.0% year-on-year in the 2Q of 2012. From the 3Q to 4Q of 2012, 

there was a gradual expansionary trend in private consumption; however, the growth rate was 

still low compared with that of 2011 due to the weakness of consumer confidence. In the 1Q of 

2013, private consumption growth rate fell to 1.5%, because household income decreased.

Fixed investment growth rate declined to -1.7% in 2012 and also declined to -3.8% year-on-

year in the 1Q of 2013 due to lackluster construction and facilities investment. Construction 

investment growth rate declined to -2.2% in 2012, and -2.4% year-on-year in the 1Q of 2013 

because of a housing market depression. Facilities investment growth rate declined to -1.9% in 
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2012, and declined to -11.9% in the 1Q of 2013. From the 2Q of 2012, there was a gradual 

decreasing trend due to increasing internal and external uncertainties.

The growth rate of exports of goods and services (real terms) declined from 9.1% in 2011 to 

4.2% in 2012 due to a fall in the international economic growth rate. The growth rate of imports 

(real terms) declined to 2.5% in 2012 from 6.1% in 2011 owing to a stagnant domestic demand. 

The growth rate of exports and imports decreased to 3.4%, 1.8% respectively in the 1Q of 2013; 

in the previous quarter, the growth rate of exports and imports were 4.4% and 3.5% respectively.

Figure 1.  Real GDP growth rate  
(Unit: %)

GDP Domestic demand Exports Imports
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 Note: Domestic demand excludes inventories. All growth rates are calculated on a year-on-year basis.
 Source: Bank of Korea

Table 2.  Real GDP growth rate  
(Units: %, y.o.y)

2011 2012 2013

year year 1/4  2/4  3/4  4/4 1/4

GDP 
(q.o.q)

3.7 2.0 2.8
(0.8)

2.4
(0.3)

1.6
(0.0)

1.5
(0.3)

1.5
(0.8)

Private consumption 2.4 1.7 1.3 1.0 1.7 2.7 1.5

Fixed investment -1.0 -1.7 3.7 -2.6 -2.5 -4.2 -3.8

Construction investment -4.7 -2.2 -0.4 -3.1 -0.3 -4.2 -2.4

Facilities investment 3.6 -1.9 8.8 -3.5 -6.9 -5.2 -11.9

Exports 9.1 4.2 5.7 3.5 3.2 4.4 3.4

Imports 6.1 2.5 4.7 0.5 1.4 3.5 1.8

Source: Bank of Korea
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In 2012, the number of persons employed increased by 440,000 year-on-year. It was led 

by an expansion of employment in the service sector influenced by an expansion of self-

employed individuals among seniors those in their 50s and 60s in tradit ional service 

sectors1). In the 1Q of 2013, the number of persons employed increased by 43,000 from 

the previous quarter.

In 2012, the unemployment rate declined to 3.2% from 3.4% in 2011 and the employment 

rate stood at 59.4%. In the 1Q of 2013, the unemployment rate posted 3.6%, increased by 

0.8%p from the 4Q of 2012. The employment rate was 57.7% in the 1Q of 2013.

Figure 2. Unemployment and employment rates
(Unit: %)

Unemployment(left)Employment(right)
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Source: Statistics Korea

1)    For example, wholesale & retail trade and accommodation & food services, combined with the buoyancy of 

employment in social services such as health care & social welfare services and education.

Employment
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Consumer prices index (CPI) increased by only 2.2% year-on-year in 2012 due to the 

reduced domestic demand influence by the slowdown in economic growth. Institutional 

factors, including the expansion of free nursery care and school meals also played a role 

in the decline in terms of price indicators.

By period, in the 1Q of 2012, CPI increased by 3.0% influenced by oil prices’ rise, but the 

increase rate of CPI declined to 2.4% in the 2Q of 2012 due to an expansion of free 

nursery care. From the 3Q of 2012, the increase rate of CPI recorded lower than 2%, due 

to the stabilization of international oil prices and commodity prices. 

The increase rate of core CPI (CPI without agricultural and petroleum products) showed a 

lower level than that of 2011, as prices of livestock products fell constantly throughout 

2012 and personal service charges remained stable. The increase rate of core CPI 

declined to 1.6% in 2012 from 2.6% in 2011. In the 1Q of 2013, the core CPI rose by 1.4% 

year-on-year.

In 2012, producer prices index (PPI) rose by only 0.7% due to the stable international oil 

prices. By period, the increase rate marked at 2.9% in the 1Q of 2012 year-on-year, but 

declined to 0.9% in the 2Q of 2012, and then shifted to a decrease from the 3Q of 2012. In 

the 1Q of 2013, the increase rate of PPI fell to -1.9% year-on-year.

Inflation
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Figure 3. Inflation (CPI & PPI)
(Unit: %)
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 Note: All growth rates are based on a year-on-year basis.
 Source: Statistics Korea; Bank of Korea.



16

As the surplus on the goods account increased to a greater extent than that in 2012, and 

the services account shifted into surplus, the current account registered its largest-ever 

surplus of 43.1 billion dollars in 2012. Meanwhile, the current account in the 1Q of 2013 

posted 10.0 billion dollar surplus, a decrease from that of the previous quarter. 

During 2012, imports declined by 0.9% due to sluggish private consumption growth rate 

and decreasing facilities investment. Exports also decreased by 1.3% due to a sluggish 

world economic growth rate. During the 1Q of 2013, exports increased by 0.4% year-on-

year; meanwhile, imports decreased by 3.0% year-on-year, continuing their downward 

pace since the 2Q of 2012. 

Figure 4. Balance of current account

Exports(right) Imports(right)Current Account(left)
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 Note: All growth rates are based on a year-on-year basis. 
 Source: Bank of Korea.

Balance of current account
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The Bank of Korea’s base rate was reduced by 25bp on July 12, 2012 and by 25bp on 

October 11, 2012. As of October 2012, BOK held the base rate unchanged at 2.75%. 

The average 3-year treasury bond yield showed a gradual downward trend. The average 

3-year treasury bond yield was 3.13% in 2012, decreased by 0.49%p from 2011. In the 

1Q of 2013, it was 2.68%, decreased by 0.13%p from previous quarter. 

Short-term interest rates also showed the downward trend due to Bank of Korea’s 

lowering the base rate. The average yield on 91-day CDs was 3.44% in 2012, decreased 

by 0.77%p from 2011. In the 1Q of 2013, i t was 2.83%, decreased by 0.06%p from 

previous quarter.

Secondary market yields on corporate bonds followed similar movements to those on 

treasury bonds. The average secondary market yield on corporate bond (AA-, 3-year) 

was 3.77% in 2012, decreased by 0.64%p from 2011. In the 1Q of 2013, it was 3.07%, 

decreased by 0.24%p from previous quarter.

Corporate bond risk premium2)also marked a downward trend. In the 4Q of 2012, the 

average corporate bond risk premium recorded 50bp, decreased from 83bp of the 1Q of 

2012. In the 1Q 2013, it recorded 39bp, the lowest level since the 1Q of 2009. 

2)  Secondary market yields on 3-year AA-corporate bonds versus those on 3-year KTBs

Interest rate
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Figure 5. Interest rate 
(Unit: %)

Yields on CD(91-day, left))

Yields of Treasury Bonds(3-year, left)

Yields of Corporate Bonds(3-year, AA-, left)

Corporate bond risk premium(right)

‘09. 1/4 ‘10.1/4 ‘11.1/4 ‘12.1/4 ‘13.1/4

8.0

7.0

6.0

5.0

4.0

3.0

2.0

1.0

0.0

3.5

3.0

2.5

2.0

1.5

1.0

0.5

0.0

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

Source: Bank of Korea.



Korean Insurance Industry 2013 19

The won/dollar exchange rate in 2012 showed a declining trend. Especially, at the end of 

the year, it dropped sharply due to Korea’s relatively strong economic fundamentals. By 

period, in the 1Q of 2012, the average won/dollar exchange rate was 1,131.47 won, 

decreased by 1.5% quarter-on-quarter, due to the U.S Fed’s decision to maintain the 

near-zero interest rate. In the 2Q of 2012, i t was 1,151.81 won, increased by 1.8% 

quarter-on-quarter because of the concerns about Greece’s exit from the European 

Union. In the 3Q and the 4Q of 2012, the average won/dollar exchange rate was 1,133.54 

won and 1,090.86 won respectively, showed downward trend, as a result of the U.S. Fed’s 

announcement of further quantive easing and the Korea’s continuing current account 

surplus. In the 1Q of 2013, the average won/dollar exchange rate was 1,084.08 won, 

maintained a downward trend.

 

The average won/yen exchange rate also showed a decreasing trend from the 1Q of 

2012. In the 1Q of 2012, the average won/yen exchange rate was 1,427.86 won per 100 

yen, decreased 3.5% from previous quarter. In the 2Q and the 3Q of 2012 the average 

won/yen increased by a small margin. From the 4Q of 2012; however, the average won/

yen fell sharply due to expectations of bold monetary easing policies by the incoming 

Japanese government. In the 4Q of 2012, the average won/yen exchange rate was 

1,346.13 won per 100 yen, decreased by 6.6% from previous quarter. In the 1Q of 2013, 

it was 1,175.64 won per 100 yen, decreased by 12.7% from previous quarter.

Exchange rate
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Figure 6. Exchange rate
(Unit: KRW)

Won per US Dollar(left) Won per Japan 100Yen(right)
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In the 1Q of 2012, the average KOSPI was 1,973, increased by 6.7% quarter-on-quarter 

attributable to the U.S. Fed’s announcement of quantative easing and the reduction in 

global financial market uncertainty. In the 2Q of 2012, the average KOSPI was 1,910, 

decreased by 3.2% quarter-on-quarter by reason of concerns over the troubled banks in 

Spain and reemergence of political uncertainty in Greece. In the 3Q of 2012, the average 

KOSPI was 1,902, decreased to 0.4% quarter-on-quarter. The KOSPI in the 3Q of 2012; 

however, showed an upward trend due to an expansionary monetary policy of FRB, ECB 

and the upgrade of Korea’s sovereign credit rating in September 2012. In the 4Q of 2012, 

the average KOSPI was 1,940, increased by 2.0% quarter-on-quarter, due to global 

upward economic trends. However, the KOSPI fluctuated in the 4Q of 2012 depended on 

the progress of negotiations regarding U.S. fiscal cliff. In the 1Q of 2013, the average 

KOSPI was 1,985, increased by 2.3% quarter-on-quarter. In the 1Q of 2013, the KOSPI 

f luctuated responding to the agreement on f iscal cl i f f in the U.S., the movements of 

exchange rate, re-emergence of concerns about Euro zone risk3) and the geopolitical risk 

from North Korea. 

3)  Especially political risk in Italy, the concern about sovereign default risk of Cyprus

Stock price 
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Figure 7. KOSPI and Trading volume

KOSPI(right)Trading Volume(left)
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The global economy and financial market imposed heavy burden on insurers in 2012. 

Economic growth slowed down in most advanced markets such as the U.S., Japan and 

Euro zone. Moreover, Western European countries fell into recession again. Emerging 

markets showed better economic results than advanced markets; however, their growth 

also slowed due to the decreasing global trade volume. Overall weak global economic 

condition caused decrease in demand for life and non-life insurance. The global interest 

rates were low thanks to monetary easing policy from developed countries, but low interest 

rate environment were challenging for insurers.

Figure 8. World real premium growth rate since 1982
(Unit: %)
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Source:  Swiss Re (2012), Sigma, No 3, 2012, 
Swiss Re (2013), Sigma, No 3, 2013.

The real growth rate in the world economy recorded 3.2% in 2012. Economic growth in 

developed countries slowed down despite the growth of the U.S. economy recovered 

slightly. Economic growth in emerging countries also blunted as Chinese economy. 

Overview
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The premium of the global life insurance increased by 2.3% in 2012 after contracting by 

-3.3% in the previous year. The premium of the advanced markets increased by 1.8%, 

largely due to growth in advanced Asian countries and the U.S.. The markets in Japan and 

the newly industrialized Asian countries marked the growth of 8.8%. In North American 

market, there was a moderate premium growth of 2.0%. The premium of the emerging 

markets increased by 4.9% thanks to base effects in India and China which experienced 

sharp contractions with regulatory changes in the previous year. 

Table 3. Real premium growth of world
(Unit: %) 

Life Non-life Total

2011 2012 2011 2012 2011 2012

World -3.3 2.3 1.9 2.6 -1.1 2.4

Advanced markets -3.0 1.8 0.9 1.5 -1.4 1.7

Emerging markets -5.1 4.9 8.1 8.6 0.5 6.8

North America 3.4 2.0 0.4 1.7 1.7 1.8

Western Europe -9.7 -3.1 0.0 -0.4 -5.9 -2.0

Japan and NIAE’s 1.0 8.8 6.6 5.8 2.3 8.1

 Note: NIAE’s: newly industrialized Asian economies, such as Hong Kong, Singapore, South Korea, and Taiwan
 Source: Swiss Re (2013), Sigma, No 3, 2013

The premium of the global non-l i fe insurance grew by 2.6% in 2012 in spite of the 

sluggish global economic growth. In advanced markets, premium increased by 1.5% after 

0.9% increase in the previous year. The growth was supported by select ive price 

increases in some advanced markets, particularly in Asia. The growth rate of emerging 

markets remained solid at 8.6% after 8.1% in the previous year, 

According to Swiss Re, the insurance premium of Korea was 139.3 billion dollars in 20124) 

and increased by 10.7% over that of the previous year. Korean market share was 3.0% in 

the world market, and its rank remained the same as the eighth position. The U.S. market 

still maintained its lead with the total premium of 1,270.9 billion dollars followed by Japan 

with 654.1 billion dollars. 

4)  Source: Sigma, No 3, 2013, Swiss Re. The statist ics are different from those of the Korea Insurance 

Development Institute (KIDI).
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The premium of China increased by 10.7% in 2012 after a sharp decline due to regulatory 

changes in the previous year. Thus, its rank jumped to the fourth position from the sixth. 

According to outlook of Swiss Re, China is expected to become the second largest 

insurance market after the U.S. by 2023.

Table 4. Total premium volume by country
(Units: billion USD,  %) 

Ranking Country

Premium volume Changes, 2011
Share of world 
market, 2012

2011 2012 Nominal Inflation-
adjusted

1 Untied States 1,221.5 1,270.9 4.0 1.9 27.6

2 Japan* 638.2 654.1 2.5 7.9 14.2

3 UK 312.8 311.4 -0.5 -2.1 6.8

4 PR China 221.9 245.5 10.7 5.2 5.3

5 France 272.7 242.5 -11.1 -5.5 5.3

6 Germany 245.6 232.0 -5.6 0.3 5.0

7 Italy 160.8 144.2 -10.3 -5.7 3.1

8 Korea* 125.9 139.3 10.7 9.0 3.0

9 Canada 121.0 122.5 1.2 0.7 2.7

10 Netherlands 108.8 100.3 -7.8 -2.5 2.2

 Note: * Fiscal year (April 1, 2011 ~ March 31, 2012)
 Source: Swiss Re (2013), Sigma, No 3, 2013.

The insurance penetration of Korea, premiums as a percentage of GDP, reached 12.1% in 

FY2012 and increased by 0.5%p over FY2011. The rank of Korean insurance penetration 

remained the same as the fifth position in the world.

 

 Table 5. Insurance penetration
(Unit: %) 

2010 2011 2012

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

Korea* 7.0 4.2 11.2 7.0 4.6 11.6 6.9 5.2 12.1

World 4.0 2.9 6.9 3.8 2.8 6.6 3.7 2.8 6.5

 Note: * Fiscal year (April 1, 2011 ~ March 31, 2012)
 Source: Swiss Re (2013), Sigma, No 3, 2013.

Korean Insurance Industry 2013 27
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The insurance density, premiums per capita, reached 2,785 dol lars in FY2012 and 

increased by 4.7% over FY2011. The insurance density for life business decreased by 

2.3% with 1,578 dollars, while i t increased by 15.5% with 1,207 dollars for non-li fe 

business.

Table 6. Insurance density
(Unit: USD) 

2009 2010 2011

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

Korea* 1,454 885 2,339 1,615 1,045 2,661 1,578 1,207 2,785

World 364 263 627 378 283 661 373 283 656

 Note: * Fiscal year (April 1, 2011 ~ March 31, 2012)
 Source: Swiss Re (2013), Sigma, No 3, 2013.
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According to the Monthly Insurance Report of KIDI, the total insurance premiums grew sharply 

by 23.6% to 183.9 trillion won. That was mainly because the premium of annuities and saving 

type insurance surged in life insurance due to tax reform related to insurance products. 

The premium income of life insurance sector jumped by 31.3% and exceeded 100 trillion 

won for the first time. Stunning performance in life insurance resulted from two factors. First, 

the tax reform related to insurance products leaded to high growth in annuities and saving 

type insurance. The other was the entry of new player, Nonghyup life, into life insurance 

industry. Nonghyup life, had around 10% of market share in life insurance industry.

Non-life insurance sector also showed a growth of 12.4%; however, the growth slowed 

down due to negative growth in auto insurance, a slowdown in the growth in long term 

insurance and annuities. Like life insurance industry, Nonghyup non-life newly entered 

non-life insurance industry; however, its market share was merely around 3.0%.

Table 7. Premium volume 
(Units: billion KRW, %) 

FY’06 FY’07 FY’08 FY’09 FY’10 FY’11 FY’12

Life
66,455

(8.1)
75,956
(13.0)

73,561
(-2.0)

76,957
(4.6)

83,007
(7.9)

87,836
(5.8)

115,309
(31.3)

Non-life
29,583
(15.0)

33,982
(14.9)

37,495
(10.3)

43,832
(16.9)

52,244
(19.2)

60,965
(16.7)

68,542
(12.4)

Total
96,038
(10.1)

109,077
(13.6)

111,057
(1.8)

120,789
(8.8)

135,252
(12.0)

148,801
(10.0)

183,851
(23.6)

 Note: Figures in parentheses indicate year-on-year growth rates. 
 Source: KIDI, Monthly Insurance Report, Issues.

Premium volumes 
and total assets
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The total assets of the insurance industry in FY2012 increased by 23.5% to 726,300 billion 

won. While the investment return of insurance companies declined due to low interest rates 

and policy reserves increased massively owing to a high growth in premium income of life 

insurance.

The total assets of life insurance sector increased by 24.4% to 569,837 billion won. The 

growth in total assets was mainly attributed to sharp increase in premiums. The investment 

return of l i fe insurance companies declined for two consecutive years. The separate 

account assets moderately increased with stagnant stock market. 

The total assets of non-life insurance increased by 20.5% to 156,463 bill ion won. The 

growth rate in total assets of non-life insurance lowered by 6.5%p due to a slowdown in 

growth of premiums. The investment return of non-life insurance companies also showed 

a declining trend.

Table 8. Total assets 
(Units: billion KRW, %) 

FY’06 FY’07 FY’08 FY’09 FY’10 FY’11 FY’12

Life
273,132

(14.1)
305,400

(11.8)
328,332

(7.5)
372,525

(13.5)
416,652

(11.8)
458,204

(10.0)
569,837

(24.4)

Non-life
56,971
(15.6)

66,020
(15.9)

74,033
(12.1)

86,187
(16.4)

102,288
(18.7)

129,883
(27.0)

156,463
(20.5)

Total
330,103

(14.4)
371,420

(12.5)
402,365

(8.3)
458,712

(14.0)
518,940

(13.1)
588,088

(13.3)
726,300

(23.5)

 Note: Figures in parentheses indicate year-on-year growth rates. 
 Source: KIDI, Monthly Insurance Report, Issues
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There are two new entrants in insurance industry which are  Nonghyup life and Nonghyup 

non-life. Nonghyup, which means National Agricultural Cooperative Federation, entered life 

insurance business in 1965 and non-life business in 1961. However, Nonghyup was 

categorized in cooperatives, so it was not regulated by the same laws for insurance 

companies. In 2012, Nonghyup finally established two insurance companies, which are 

Nonghyup life and Nonghyup non-life, and entered insurance industry legally. 

As of March 31, 2013, life insurance industry had 15 domestic companies and 9 foreign 

companies. The number of life insurance companies rose to 24 as Nonghyup life entered 

life insurance industry on March 2, 2013.

Also, 14 domestic and 17 foreign non-life insurance companies offered services in non-

life insurance industry. The number of non-life insurance companies rose to 31 because 

of the entry of Nonghyup non-life. 

 

Table 9. Insurance companies in Korea 

Classification Domestic Foreign Sub total

Life Insurance 15 9 24

Non-Life
Insurance

Primary 13 11 24

Reinsurer 1 6 7

Sub total 14 17 31

Total 29 26 55

 Note: 1) All figures, as of March 31, 2013.
  2)  Foreign subsidiaries, branches, and joint ventures in which foreign shareholders account for more than 50% 

of company shares are regarded as foreign insurance companies.
 Sources: Financial Supervisory Service; KIDI

Industry landscape
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The number of foreign life insurers is 9 and that of non-life foreign insurers is 17, including 

6 reinsurers as of March 31, 2013. The numbers were unchanged with no entry or exit.

In FY2012, the market share of foreign life insurers continued to contract to 15.8% of the 

total life insurance premium. Foreign life insurers’ share has fallen since FY2008. It is partly 

because of relatively low growth in variable insurance after the global financial crisis, and 

the expansion of domestic mid and small companies in saving type insurance through 

bancassurance.

It is noted that the market share of ING, which was 6.8% and ranked the fourth position in 

FY2008, fell to 3.6% and ranked only the ninth position in FY2012. ING is still one of the 

top foreign life insurance companies in terms of market share.

The market share of foreign insurers in non-life insurance sector recorded 2.2%, down by 

0.3%p from FY2011. There was no foreign non-life insurance company in the top seven 

companies.

Table 10. Premium income and market share for foreign insurers
 (Units: billion KRW, %)  

FY’08 FY’09 FY’10 FY’11 FY’12

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

 Foreign 
insurers

15,816 1,339 16,238 1,398 17,239 1,506 17,360 1,548 18,211 1,478

(21.5) (3.6) (21.1) (3.2) (20.8) (2.9) (19.8) (2.5) (15.8) (2.2)

 Note: Each figure in parentheses indicates foreign insurers’ market share in life or non-life insurance industry.
 Source: KIDI, Monthly Insurance Report, Issues

Positioning of 
foreign companies 

32
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In FY2012, the market share of the top three insurers in life insurance contracted due to a 

high growth in domestic mid and small companies. Also, the market share of the top four 

insurers in non-life insurance decreased slightly.

Table 11. Market concentration 
(Unit: %) 

Ranking Company
Market share

FY’09 FY’10 FY’11 FY’12

Life

1 Samsung Life 27.4 26.0 26.0 26.7

2 Korea Life 13.7 13.4 13.5 12.6

3 Kyobo Life 13.0 13.0 12.3 11.1

4 Nong Hyup Life. - - - 9.5

5 Shinhan Life 4.1 4.7 4.8 4.5

6 Mirae Asset Life 4.5 4.9 5.9 4.4

7 Tong Yang Life 3.7 4.3 4.3 4.0

Top 3 54.1 52.3 51.8 50.0

Non-
life

1 Samsung Fire & Marine 26.2 26.5 25.8 25.6 

2 Hyundai Marine & Fire 15.2 15.4 16.2 15.6 

3 Dongbu Insurance 13.8 14.0 15.6 14.8 

4 LIG Insurance 13.6 14.1 14.1 14.0

5 Meritz Fire & Marine 7.6 7.6 7.2 7.3

6 Hanwha Non-Life 6.2 5.9 5.9 5.9

7 Hungkuk Fire & Marine 4.3 4.6 4.4 4.4

Top 4 68.8 69.9 71.7 70.0 

Source: KIDI, Monthly Insurance Report, Issues

Market concentration
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Balance sheet

In FY2012, the total assets of life insurance companies increased by 24.4% to 569,837 

billion won from 458,204 billion won in FY2011. The fast growth of the total assets was 

mainly attributed to a sharp increase in premiums of annuities and saving type insurance. 

On the other hand, the investment return of life insurance declined with low interest rates 

environment, and separate account assets slowed down due to the stagnant Korean stock 

market. 

Securities accounted for 58.6% of the assets which represented the largest share, of which 

about 80% of securities were bonds, while loans were 14.1%, cash and deposits totaled 

3.0%, and real estate was 2.5%. Separate accounts were 16.8%, and non-operating 

assets were 4.9% of the total assets.

Figure 9. Asset portfolio (as of March 31, 2013)
(Unit: %) 

Others 5.5 

Stocks 4.6  

Bonds 

44.1Securities  

58.6

Separate Accounts

Asset 16.8

Non Operating 

Assets 4.9 

Real Estate 2.5

Loans 14.1 

Cash&Deposits 3.0  

Investment 

Funds 4.5 

 Note: Others = overseas securities + others
 Source: FSS, Financial Statistics Information System.
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Table 12. Balance sheet summary
                                                           (Units: billion KRW, %)

Classification FY '08 FY '09 FY '10 FY '11 FY '12

Assets

Cash and Deposit
11,833

(3.6)
9,578
(2.6)

11,697 
(2.8)

15,298
(3.3)

17,043
(3.0)

Securities
159,605

(48.6)
189,441

(50.9)
220,122 

(52.8)
247,209

(54.0)
334,006

(58.6)

    Stocks
12,936

(3.9)
16,588

(4.5)
20,194 

(4.8)
22,167

(5.0)
26,185

(4.6)

    Bonds
109,923

(33.5)
135,327

(36.3)
165,485 

(39.7)
188,748

(41.2)
251,188

(44.1)

    Investment funds
11,676

(3.6)
14,524

(3.9)
13,216 

(3.2)
13,265

(2.9)
25,467

(4.5)

    Others
25,071

(7.6)
23,002

(6.2)
21,228 

(5.1)
23,028

(4.9)
31,165

(5.5)

Loans
61,966
(18.9)

64,489
(17.3)

66,535 
(16.0)

70,526
(15.4)

80,440
(14.1)

Real estate
11,593

(3.5)
11,931

(3.2)
12,200 

(2.9)
13,709

(3.0)
14,416

(2.5)

Non-operating assets
25,758

(7.8)
24,877

(6.7)
24,624 

(5.9)
25,910

(5.7)
28,062

(4.9)

Separate account assets
57,578
(17.5)

72,208
(19.4)

81,474 
(19.6)

 85,552
(18.7)

95,870
(16.8)

Total asset 328,332 372,525 416,652 458,204 569,837

Liabilities

Policy reserves 230,391 251,874 279,020 308,763 393,889

Policyholder equity adjustments 4,246 5,808 6,386 7,298 9,461

Other liabilities 14,410 10,767 11,112 12,847 15,219

Separate account liabilities 58,234 72,880 82,257 86,395 96,738

Total liabilities 307,282 341,329 378,774 415,303 515,307

shareholders’ equity

Capital stock 6,999 8,292 8,580 8,728 9,391

Capital surplus 2,020 2,651 3,297 2,956 5,602

Retained earnings 10,233 12,550 16,021 18,901 21,300

Capital adjustment -12 -14 -32 -480 -796

Other cumulative 
Comprehensive income

1,810 7,717 10,012 12,797 19,033

Total shareholders’ equity 21,050 31,196 37,878 42,901 54,529

Total liabilities and shareholders’ equity 328,332 372,525 416,652 458,204 569,837

 Note: Figures in parentheses indicate percentage share of total assets.
 Source: FSS, Financial Statistics Information System.
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Essential component of l i fe insurers’ securi t ies was bonds due to the asset-l iabi l i ty 

matching. Life insurers managed the bond portfolio of 251,188 billion won, 44.1% of total 

assets. The portion of bonds has increased for six consecutive years. Stocks, which are 

volatile to economic situations, took 4.6% of the total assets, and the portion of stocks 

decreased from 5.0% in FY2011 due to the stagnant stock market. The portion of loans 

and real estate also decreased in FY2012.

The portion of non-operating assets including the unamortized deferred acquisition cost 

has been decreasing consistently. The portion of separate account assets decreased to 

16.8% due to the stagnant stock market resulting in the diminished demand for variable 

insurance.

The total liabilities of life insurers increased by 23.1% to 515,307 billion won. The policy 

reserves sharply increased to 393,889 billion won, as premiums of annuities and saving 

type insurance surged. Another reason was that reserves for guarantees increased due to 

lower interest rates. The total shareholders’ equity of life insurers increased by 27.1% to 

54,529 bill ion. It was because life insurers strengthened their capital response to RBC 

regulation.
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In FY2012, the net income for life insurers decreased by 5.1% to 3,200 billion won from 

3,371 billion won in FY2011 due to net losses on underwriting.

Table 13. Total income, expenditure and net income
                                (Units: billion KRW, %)

Classification FY '08 FY '09 FY '10 FY '11 FY '12

Income

Underwriting 54,147 56,296 59,070 60,872 88,640

Investment 19,358 18,586 19,594 20,204 22,651

Other  3,328 3,347  3,977 3,664 4,039

Total 76,833 78,230 82,641 84,560 115,330

Expenditure

Underwriting 66,973 69,522 73,709 76,152 107,360

Investment 8,239 4,823  2,860 3,308 3,385

Other 744 598 674 738 674

Total 75,956 74,943 77,243 80,198 61,203

Net Balance

Underwriting -12,826 -13,226 -14,639 -15,280 -18,720

Investment 11,119 13,763 16,734 16,717 19,266

Other 2,584 2,749 3,303 2,926 3,365

Total 877 3,286 5,398 4,362 3,911

Tax 306 831 1,389 992 711

Net income (loss) 571 2,455 4,009 3,371 3,200

Source: FSS, Financial Statistics Information System.

Total income and expenditure
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 Net underwriting losses of life insurers deteriorated to -18,720 billion won in FY2012 as 

reserves increased. Reserves for guaranteed minimum death benefit of variable annuities 

sharply increased as interest rates lowered. On the other hand, underwrit ing income 

increased by over 40% due to the increase in new business. 

Net investment income increased by 15.2% to 19,266 billion won owing to increased fixed 

income and decreased losses on currency derivatives. Other gains increased by 15.0% 

over last year to 3,365 billion won.
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In FY2012, the investment rate of return on total assets was 4.5%, which was 0.3%p lower 

compared to 4.8% in FY2011. The investment rate of return on total assets has decreased 

for two consecut ive years due to low interest rate environment result ing in lower 

investment rate of return on bonds and loans. The investment rate of return on invested 

assets was 4.8%, which recorded peak at 5.9% in FY2010. 

The deterioration of the investment rate of return imposed significant negative spread risk 

on life insurers, while the share of annuities and saving type insurance was expanding.

Figure 10. Yield on Asset Management
 (Unit: %) 
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Source: KIDI, Monthly Insurance Report, various issues.

Investment rate of return



Korean Insurance Industry 2013 43

Premium Income

1. Trends in insurance contracts

In FY2012, new business contracts increased by 13.9% to 414,592 billion won. Annuities 

contributed the overall increase in new business contracts. New business contracts of 

immediate annuit ies surged as tax benefits for those products were scheduled to be 

reduced by tax reform. New business contracts of saving type insurance increased for the 

same reason, and those of protection type insurance also increased, as new cancer 

insurance products were released. 

Lapses and surrenders increased by 8.9% in FY2012; however, that was just followed 

after an increase in new business contracts. Business in force, which includes all existing 

and new policies, but excludes those that have been terminated with maturities, increased 

by 11.5% to 2,112,349 billion won.

Table 14. Insurance contracts
 (Units: billion KRW, %) 

Classification FY '08 FY '09 FY '10 FY '11 FY '12

New business
392,435

(0.6)
390,551

(-0.5) 
349,283 
(-10.6)

364,128 
(4.3)

414,592
(13.9)

Lapses & Surrenders
252,749

(28.4)
234,066

(-7.4)
217,599 

(-7.0)
220,604 

(1.4)
240,301

(8.9)

Business in force
1,689,467

(2.7)
1,731,603

(2.5)
1,793,211 

(3.6)
1,893,759 

(5.6)
2,112,349

(11.5)

 Note: Figures in parentheses indicate annual percentage changes.
 Source: KIDI, Monthly Insurance Report, various issues



44

2. Premium income by product type

In FY2012, the total premium income of l i fe insurance sector increased by 31.3% to 

115,309 billion won from 87,836 billion won in FY2011. The total premium income of life 

insurance exceeded 100 trillion won for the first time. Overwhelming growth in the premium 

income of life insurance resulted from two reasons. The one was tax reform related to 

insurance products leads to high growth in annuities and endowment insurance. The other 

one was the entry of new player, Nonghyup life, into life insurance industry. Nonghyup life 

has around 10% of market share in life insurance industry. 

With the breakdown of premium income by product type, premium income increased in all 

types of products except group insurance. Nonghyup life did not carry group insurance 

business including ret irement pension. The increases in annuit ies, endowment and 

protection type insurances were affected by the entry of Nonghyup life insurance.

The premium income of annuities increased by 52.3% to 44,511 billion won from 29,219 

billion won in FY2011. Overwhelming growth of tax qualified immediate annuities leaded to 

overall increase in annuities premiums. In August 2012, government announced a tax 

reform proposal related to insurance products. According to the proposal, tax benefit of 

immediate annuit ies would be reduced after February 2013. Thus, l i fe insurance 

companies experienced an unprecedented surge in new business contracts in immediate 

annuities from August 2012 to February 2013. On the other hand, the premium income of 

annuity variable annuities decreased slightly due to the low rate of return resulted from 

stagnant stock market.

The premium income of endowment insurance increased by 48.1% to 31,463 billion won 

in FY2012 from 21,242 bill ion won in FY2011. Endowment insurance consists of tax-

favored saving type insurances and variable universal l i fe insurance products. The 

premium income of tax-favored saving type insurances sharply increased in FY2012 

because of the tax reform, the entry of Nonghyup, and low interest rate environment. While 

the yields of tax-favored saving type products were decreased with lower investment rate 

of return on invested asset, those were still about 1 or 2% higher than the yields of typical 

bank savings products. As the result , the sales of tax-favored savings products 

continuously grew especially through bancassurance channel.
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Table 15. Premium income by product type
                            (Units: billion KRW, %)

Classification FY '08 FY '09 FY'10 FY'11 FY '12

Annuities
22,015
(-1.7)

23,791
(8.1) 

27,248
(14.5)

29,219
(7.2)

44,511
(52.3)

Endowment
15,249

(2.8)
15,926

(4.4) 
18,780 
(17.9)

21,242 
(13.1)

31,463
(48.1)

Protection type 
30,489
(-0.6)

29,939
(-1.8) 

29,713 
(-0.8)

29,724 
(0.0)

31,919
(7.4)

Individual Total
67,753
(-0.2)

69,655
(2.8) 

75,740 
(8.7)

80,185 
(5.9)

107,893
(34.6)

Group
5,809

(-19.2)
7,302
(25.7) 

7,267 
(-0.5)

7,651 
(5.3)

7,416
(-3.1)

Total
73,561
(-2.0)

76,957
(4.6) 

83,007 
(7.9)

87,836 
(5.8)

115,309
(31.3)

 Note: Figures in parentheses indicate growth rates respectively.
 Source: KIDI, Monthly Insurance Report, various issues

The premium income of protection type insurance increased by 7.4% to 31,919 bill ion 

won. Protection type insurance products are comprised of whole life, critical illness, term 

life, health insurance, and variable whole life. Before FY2011, the premium income of 

protect ion type insurance did not increase because of lower demand for whole l i fe 

insurance as a result of an economic slowdown and l i fe insurance companies’ 

conservative sales of health insurance. However, l i fe insurance companies released 

various new products such as cancer insurance products, as an effort to rebalance 

product portfolio. After the global financial crisis, the premium income of annuities and 

endowments has grown faster than protection type insurance. Consequently, life insurance 

companies’ portfolio has been biased toward saving type insurance.

 

The premium income of group insurance decreased by 3.1% to 7,416 bill ion won from 

7,651 bil l ion won in FY2011. That was mainly because most of retirement insurance 

contracts converted into retirement pension already, so the growth of retirement pension 

slowed down. Meanwhile, the market shares of l i fe insurers in the retirement pension 

market dropped due to intensive competition among financial institutions.
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 Figure 11. Market share by insurance product type
                            (Unit: %)
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In FY2012, In terms of business size, annuities had the largest share of life insurance 

market, a share of 38.6% for the f irst t ime, and the share of endowment insurance 

increased sharply as well to 27.3%. On the other hand, the share of protection type 

products decreased to 27.7%. Group insurance share was at 6.4%.

3. Premium income by company group
 

In FY2012, the premium income of smal l and medium-sized domest ic l i fe insurers 

increased sharply by 56.7%, that of the top three insurers increased by 27.4%; on the 

other hand, that of foreign companies increased by only 4.9%. The fast growth of small 

and medium-sized domestic life insurance companies was attributed to their successful 

sales of saving type insurance products through the bancassurance channel and the 

entrance of Nonghyup life insurance.
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 Figure 12. Premium income by company group and growth rate
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 Source: KIDI, Monthly Insurance Report, various issues

In FY2012, the market share of three dominant companies decreased slightly to 50.3% in 

FY2012 from 51.8% in FY2011. However, three dominant companies still accounted for the 

market share of over 50%. In contrast, the share of the other insurers increased to 49.7% 

from 48.2%, mainly due to the fast growth of small and medium-sized domestic l i fe 

insurers. Foreign companies' share has decreased for six consecutive years.

Table 16. Premium income by company group
                         (Units: billion KRW, %)

Classification FY '08 FY '09 FY '10 FY '11 FY '12

Top 3 Companies
40,252
(54.7)

41,636
(54.1) 

43,452 
(52.3)

45,530 
(51.8)

58,009
(50.3)

Other Companies
33,309
(45.3)

35,321
(45.9) 

39,556
(47.7)

42,306
(48.2)

57,299
(49.7) 

Total
73,561
(-2.0)

76,957
(4.6)

83,007
(7.9)

87,836
(5.8)

115,309
(31.3)

 Note: The figures in parentheses and brackets indicate percentage shares and growth rates, respectively. 
 Source: KIDI, Monthly Insurance Report, various issues
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In FY2012, the amount of claims paid of life insurers increased by 9.5% over last year to 

56,591 bi l l ion won. Maturi t ies in endowment and claim of death in protect ion type 

insurance increased. Also lapses and surrenders in variable life insurance increased with 

the stagnation in stock market.

The operating expenses of life insurance companies, which are composed of acquisition 

costs, administration expenses, and deferred acquisition costs, increased by 22.2% to 

7,193 billion won. While acquisition costs increased by 9.0% due to an increase in new 

business contracts sold, deferred acquisition costs increased by only 2.7%.

Table 17. Claims paid and operating expenses
                                (Units: billion KRW, %)

Classification FY '08 FY '09 FY '10 FY '11 FY '12

Claims paid
47,544

(5.9)
47,379
(-0.3)

53,709 
(13.4)

51,695 
(-3.8)

56,591
(9.5)

Operating expenses
4,547
(-9.4)

5,222
(14.8)

5,634
(7.9)

5,887
(4.5)

7,193
(22.2)

 Note: Figures in parentheses indicate annual percentage changes.
 Source: KIDI, Monthly Insurance Report, various issues

Expenditures
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Figure 13. Claims paid and operating expenses
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In FY2012, the premium income increased by 31.3%, while claims paid increased by 9.5%. 

Thus, the ratio of claims paid, i.e., calculated as claims divided by premiums, improved to 

49.1% from 58.9% in FY2011. Breaking down by the product type, the ratio of claims paid 

increased in endowment and protection type insurance, and decreased in annuities and 

group insurance.

The ratio of lapses and surrenders, calculated as lapses and surrenders divided by 

premium income, slightly improved to 9.9% from 10.1% in FY2011 due to the increase in 

new business contracts. The ratio of lapses and surrenders has decreased since FY2007.

Table 18. Management efficiency
                                                                  (Unit: %)

Classification FY '08 FY '09 FY '10 FY '11 FY '12

Ratio of claims paid 64.6 61.6 64.7 58.9 49.1

Ratio of lapses and surrenders 12.4 11.2 10.3 10.1 9.9

Ratio of operating expenses 18.1 16.6 16.2 16.6 14.0

Ratio of operating assets 90.5 91.7 92.7 93.0 94.1

Investment return   on total assets 4.4 4.9 5.4 4.8 4.5

Source: KIDI, Monthly Insurance Report, various issues

In addition, the ratio of operating expenses decreased to 14.0% from 16.6% in FY2011 due 

to relatively slow increase in operating expenses. The investment return on total assets 

decreased to 4.5% from 4.8% in FY2011 due to low interest rate environment.

Management efficiency
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Distribution

In FY2012, bancassurance led all distribution channels in terms of initial premium income. 

Its market share increased to 68.1% from 46.6% in FY2011. This was because a sharp 

increase in saving type insurance through bancassurance and the entrance of Nonghyup 

life insurance. In contrast, the market share of solicitors decreased to 21.0% from 24.7% in 

FY2011. The market share of direct writers and agents decreased to 4.5% and 6.3% 

respectively over last year.

Besides the fast growth of savings type insurance such as annuit ies and endowment 

insurance through bancassurance, the entry of Nonghyup life insurance was the main reason 

for bancassurance’s market share expanding. The premium income through bancassurance 

channel accounted for over 90% of the total premium income of Nonghyup life insurance.

Table 19. Market share by distribution channel (initial premium income)
(Units: billion KRW, %)

Year FY’08 FY’09 FY’10 FY’11 FY’12

Direct writers
1,203
(17.8)

2,615
(27.0)

2,825
(21.0)

3,162
(21.3)

1,387
(4.5)

Solicitors
2,424
(36.0)

2,623
(27.1)

3,513
(26.1)

3,662
(24.7)

6,439
(21.0)

Agents
592
(8.8)

682
(7.0)

922 
(6.8)

1,052 
(7.1)

1,946
(6.3)

Brokers
0

(0.0)
0

(0.0)
0

(0.0)
0

(0.0)
1

(0.0)

Bancassurance
2,513
(37.3)

3,742
(38.6)

6,127
(45.5)

6,925
(46.6)

20,925
(68.1)

Others
7

(0.1)
22

(0.2)
92 

(0.7)
50 

(0.3)
14

(0.0)

Total
6738

[-37.3]
9,685
[43.7]

13,479
[39.2]

14,851
[10.2]

30,711
[106.8]

 Note:  Figures in parentheses and brackets indicate percentage market shares and annual percent changes, respectively.
 Source: KIDI, Monthly Insurance Report, various issues
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Figure 14. Solicitors and productivity change trend
(Unit: %)
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 Note: Productivity is total premium over number of solicitors.
 Source: KIDI, Monthly Insurance Report, various issues 

Table 20. Life insurance distribution channel trend
(Units: persons, %)

Classification FY '08 FY '09 FY '10 FY '11 FY '12

Direct writers
28,300
(-2.8)

26,693
(-5.7)

26,586
(-0.4)

27,963
(5.2)

30,436
(8.8)

Solicitors
171,347

(18.7)
162,687

(-5.1)
146,065
(-10.2)

153,189
(4.9)

154,830
(1.1)

Agents
13,120
(17.9)

13,244
(0.9)

9,846
(-25.7)

8,965
(-8.9)

7,693
(-14.2)

 Note:  1) Figures in parentheses indicate annual percent changes. 
2) The figures of solicitors include cross-selling solicitors from FY2008. 

 Source: KIDI, Monthly Insurance Report, various issues
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Balance sheet

In FY2012, the total assets of non-li fe insurance companies increased by 18.5% to 

156,463 billion won over last year. A key driver was strong growth in premium income, 

and it led to the asset growth both in general account and separate account. The total 

assets of general account increased due to an increase in the premium reserve and the 

total assets of separate account increased because of an increase in renewal premium of 

retirement pension.

Securities of total assets of non-life insurance sector accounted for 52.1% which was the 

largest share. Loans and non-operating assets took 17.9% and 17.4% of total assets 

respectively.

Figure 15. Asset portfolio (as of  March 31, 2012)
(Unit: %)

Others 7.4 

Stocks 4.7 

Investment 

Funds 6.3

Bonds 

33.7Securities  

52.1

Cash&Deposits 4.5

Separate Accounts 

Asset 4.0

Non Operating 

Assets 17.4

Real Estate 4.1

Loans 17.9

   Note: Others = overseas securities + others.
 Source: FSS, Financial Statistics Information System.
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Table 21. Balance sheet summary
(Units: billion KRW, %)

Classification FY '08 FY '09 FY '10 FY '11 FY '12

Assets 　 　 　 　 　

Cash and Deposits
4,216 
(5.7) 

4,278 
(5.0) 

5,375 
(5.3) 

7,850
(6.0)

7,045 
(4.5) 

Securities
37,135 
(50.2) 

43,832 
(50.9) 

52,622 
(51.4) 

63,663
(49,4)

81,523 
(52.1) 

    Stocks
4,322 
(5.8) 

5,347 
(6.2) 

5,652 
(5.5) 

6,361
(5.3)

7,337 
(4.7) 

    Bonds
24,233 
(32.7) 

27,046 
(31.4) 

33,228 
(32.5) 

41,259
(32.2)

52,708 
(33.7) 

    Investment funds
3,957 
(5.3) 

5,126 
(5.9) 

6,628 
(6.5) 

6,618
(5.2)

9,902 
(6.3) 

    Others
4,624 
(6.2) 

6,313 
(7.3) 

7,114 
(7.0) 

9,425
(6.7)

11,577 
(7.4) 

Loans
13,147 
(17.8) 

15,302 
(17.8) 

18,177 
(17.8) 

23,075
(17.5)

28,027 
(17.9) 

Real estate
4,759 
(6.4) 

5,099 
(5.9) 

5,617 
(5.5) 

6,280
(4.8)

6,438 
(4.1) 

Non-operating assets
11,998 
(16.2) 

14,372 
(16.7) 

16,809 
(16.4) 

24,114
(18.7)

27,167 
(17.4) 

Separate account assets
2,778 
(3.8) 

3,304 
(3.8) 

3,687 
(3.6) 

4,901
(3.7)

6,263 
(4.0) 

Total assets 74,033 86,187 102,288 129,883 156,463 

Liabilities   　 　

Insurance reserves 53,915 63,006 76,076 95,115 115,599 

Other liabilities 6,866 6,912 7,748 9,388 11,031 

Separate account liabilities 2,839 3,348 3,721 5,020 6,265 

Total liabilities 63,621 73,266 87,545 109,959 132,894 

Shareholders’ equity   　 　

Capital stock 3,148 3,260 3,271 2,238 2,123 

Capital surplus 1,446 1,441 1,503 1,536 1,914 

Retained earnings 5,013 6,133 7,544 12,595 14,364 

Capital adjustment -437 -459 -580 -224 -556 

Other cumulative comprehensive income 1,242 2,545 3,005 3,779 5,723 

Total shareholders’ equity 10,412 12,921 14,743 19,925 23,569 

Total liabilities and shareholders’ equity 74,033 86,187 102,288 129,883 156,463

   Note: Figures in parentheses indicate percentage share of total assets.
 Source: FSS, Financial Statistics Information System.
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Especial ly, bonds in securi t ies accounted for 33.7% of the total assets of non-l i fe 

insurance, and stock took 4.7%. And the share of investment fund and others reached 

6.3% and 7.4% respectively. Since non-life insurers had to comply with the principles of 

asset-liability management, the investment portfolio was influenced by the principles. And 

bond investment was important in the Korean non-life insurance industry because a 

portion of long-term insurance and annuities has been grown rapidly, and a key driver for 

this fast growth was saving type long-term insurance.

In FY2012, total l iabi l i t ies rose to 132,894 bi l l ion won as new policies for long-term 

business increased. Especially, the insurance reserves increased to 115,599 billion won 

due to an increase in long-term insurance premium reserve.

Total shareholders’ equity rose to 23,569 billion won because of an increase in capital 

surplus, retained earnings, and other cumulative comprehensive income. However, capital 

stock and capital adjustment decreased.
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In FY2012, net income of non-life insurance decreased by 2.4% over FY2011 to 2,392 billion 

won. The deficit size of underwrit ing was enlarged by 985 bil l ion won mainly due to an 

increase in the loss ratio of automobile insurance. On the other hand, the profit from investment 

increased by 732 billion won to 4,787 billion won in FY2012 from 4,055 billion won in FY2011. 

Although investment expenditure increased, investment income grew more than investment 

expenditure, because of gains on disposal of financial assets and interest income.

Table 22. Total income and expenditure
 (Units: billion KRW, %)

Classification FY ‘08 FY ‘09 FY ‘10 FY ‘11 FY ‘12

Income

Underwriting 35,681 40,817 47,615 56,229 63,607

Investment 4,170 4,256 4,740 5,584 6,436

Other 1,469 2,118 3,345 1,574 1,674

Total 41,320 47,190 55,700 63,388 71,717

Expenditure

Underwriting 36,530 41,753 48,602 56,795 65,158

Investment 1,540 1,115 1,005 1,529 1,649

Other 1,474 2,252 3,351 1,705 1,792

Total 39,544 45,119 52,958 60,030 68,599

Net Balance

Underwriting -849 -937 -988 -566 -1,551

Investment 2,631 3,141 3,735 4,055 4,787

Other -5 -133 -5 -131 -118

Total 1,777 2,071 2,741 3,358 3,117

Tax 466 530 710 906 726

Net income/loss 1,311 1,541 2,031 2,452 2,392

Source: FSS, Financial Statistics Information System.

Total Income and expenditure
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Investment rate of return

In FY2012, the investment rate of return declined to 4.4% from 4.6% in FY2011 due to a 

low interest rate environment. The investment rate of return of non-life insurers in FY2008 

declined sharply due to the global financial crisis. Since then, the investment rate of return 

rose gradually, but those of FY2011 and FY2012 declined continuously in a low interest 

rate environment. Although non-life insurers gained the investment returns from the 

stabilized capital markets, they remained depressed by a low interest rate environment.

Figure 16. Yield on asset management
 (Unit: %)
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Source: KIDI, Monthly Insurance Report, various issues.
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Non-life insurance consists of fire, marine, automobile, guarantee, casualty, and non-

traditional business, i.e., long-term insurance, annuities, and retirement pension plan. And 

long-term insurance includes saving type products with the maturity of 5~15 years 

combined with health insurance to cover medical expenses and so on.

In FY2012, the total premium income5) of non-life insurance amounted to 69,030 billion 

won with a 12.4% increase over FY2011. However, the growth rate has decreased since 

FY2010, mainly due to a slowdown in long-term insurance and automobile insurance.

Table 23. Direct premiums written by line
                                                   (Units: billion KRW, %)

Classification FY '08 FY '09 FY '10 FY '11 FY '12

Fire 284(-7.8) 276(-2.5) 266(-3.7) 264(-0.9) 329 (25.0) 

Marine 851(30.5) 805(-5.4) 772(-4.1) 870(12.7) 823 (-5.4)

Automobile 10,937(1.2) 11,222(2.6) 12,413(10.6) 13,042(5.1) 12,842(-1.5) 

Guarantee 1,153(16.0) 1,229(6.6) 1,307(6.4) 1,517(16.1) 1,582 (4.2)

Casualty1) 3,090(8.9) 3,537(14.5) 3,945(11.5) 4,439(12.5) 5,343(20.4) 

Long-term 18,883(15.5) 23,299(23.4) 28,181(21.0) 34,143(21.2) 40,190(17.7)

Annuities 1,285(28.6) 1,784(38.8) 2,470(38.4) 3,427(38.8) 4,149 (21.1)

Retirement2) 1,013(-2.5) 1,680(65.8) 2,890(72.0) 3,263(12.9) 3,285 (0.7)

Total 37,495(10.3) 43,832(16.9) 52,245(19.2) 60,965(16.7) 69,030(12.4)

 Note:  1) Overseas direct insurance and title insurance are included. 
2) Retirement includes retirement insurance and retirement pension plan. 
3) Figures in parentheses indicate growth rate.

 Source: KIDI, Monthly Insurance Report, various issues.

5) Direct premiums written

Direct premiums written
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1. Lines of business

Fire insurance

The premium income of f i re insurance in FY2012 recorded 329 bi l l ion won, which 

increased by 25.0% over last year, as Nonghyup non-life entered the market. However, if 

the premium income of Nonghyup non-l i fe is excluded, the growth rate decreased 

evidently. The share of Nonghyup non-life in fire insurance premiums was about 18% of 

the total premium income of fire insurance in FY2012. Although there was the revision of 

the regulation6) related to fires to expand the demand for fire insurance, the premium 

income of fire insurance has decreased since FY2008. The reason was that the sales of 

comprehensive insurance products of long-term insurance and casualty insurance, which 

offered a wide coverage at a low premium, increased instead of fire insurance.

Marine insurance

The premium income of marine insurance decreased by 5.4% over FY2011 and amounted 

to 823 billion won in FY2012. Cargo insurance premiums decreased by 2.5% over last 

year to 287 billion won; however, hull insurance premiums increased by 6.8% over last 

year to 354 bi l l ion won. The premium income of ocean comprehensive insurance 

decreased significantly in FY2012 due to a base effect of high growth rate in FY2011.

 

Automobile insurance 

In FY2012, the premium income of automobile insurance decreased to 12,842 billion won, 

which was lower than last year by 1.5%. It was the first time since FY2000 that automobile 

insurance showed a negative growth rate. It was due to a decrease in premium per car, which 

came from a rate adjustment and an increase in the products offering premium discount.

Guarantee insurance 

The premium income of guarantee insurance increased by 4.2% and recorded 1,582 

billion won, because of a slowdown in performance guaranteed and credit insurance of 

communication service.

6) Act on the Indemnification for Fire-Caused Loss and the Purchase of Insurance Policies (2010).
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Casualty insurance 

Casualty insurance consists of various insurances, which covers the risk such as liability, 

accident, theft, damage of object and so on. The premium income of casualty insurance in 

FY2012 was 5,343 bill ion won, which was a 20.4% increase over FY2011. Especially, 

insurance products which covered accident, theft, and damage of object showed a high 

growth rate as Nonghyup non-life entered the market.

Long-term insurance 

Long-term insurance premiums in FY2012 were 40,190 billion won, which was an increase 

of 17.7% over FY2011. The key drivers for the fast growth in long-term insurance 

premiums were a good performance of saving type long-term insurance and an increase in 

the premiums of new business in accident and sickness long-term insurance. Saving type 

long-term insurance showed an increase of 27.8% over FY2011 because of a tax benefit 

change. The tax reform contained a reduction in tax benefit for long term saving type 

insurance and took effect as of January 1, 2013. Accident and sickness long-term 

insurance premiums increased by 14.2% over FY2011, as the demand, which wanted to 

buy before a revision in regulation of accident and sickness insurance, expanded.

Annuities

In FY2012, the premium income of annuities increased by 21.1% over FY2011 to 4,149 

billion won. Non-life insurers could sell annuities qualified for tax breaks. And the amount 

of qualified for tax breaks related with annuities increased from 3 million won to 4 million 

won from January 1, 2011 because of a revision in regulation. Thus, annuities showed a 

fast growth rate in FY2012. However, the growth rate slowed down as the effect of benefit 

from a revision in regulation decreased.

Retirement pension plans

In FY2012, the premium income of retirement pension plans was 3,285 billion won, which 

was almost the same as last year. Such a low growth rate was due to disappearing benefit 

from the changes in government regulations related with the retirement pension plans. The 

premium income of ret irement pension plans increased in FY2009 and FY2010 

significantly, as the employers were obliged to convert retirement insurance into retirement 

pension plans by the end of 2010 by the 『employee retirement security act』. The premium 
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income of retirement pension plans in FY2011 and 2012 slowed down, as the conversion 

ended by the end of 2010.

2. Premiums share by line

While the share of long-term insurance expanded continuously, that of automobi le 

insurance shrank. The share of annuities and retirement pension plans kept the expansion 

slightly, and that of general insurance decreased to some extent over FY2011. 

The share of long-term insurance accounted for 58.6% of total direct premiums in FY2012, 

which was 2.6%p higher than FY2011, because of a good performance in saving type 

long-term insurance. The share of automobile insurance dropped to 18.7% in FY2012 

from 21.4% in FY2011, because of a negative premium growth. The share of annuities and 

retirement pension plans was 10.9% which was 0.1%p lower than last year, due to the 

slowdown in annuities and retirement pension plans. The share of general insurance 

including f ire, marine, guarantee, and casualty, accounted for 11.8% of total direct 

premiums in FY2012, 0.2%p higher than FY2011. The main reason was the decrease in 

automobile insurance premiums.

Figure 17. Direct premiums trends by line
(Unit: %)
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The losses incurred for non-life insurances in FY2012 were 52,129 billion won, which was 

a 15.1% increase over FY2011. The incurred loss of automobile insurance was 10,285 

billion won with a 2.6% increase. The incurred loss for long-term insurance amounted to 

33,396 billion won by an increase in new sales.

Table 24. Incurred losses by line
(Unit: billion KRW)

Classification FY '08 FY '09 FY '10 FY '11 FY '12

Fire 103 65 64 130 162 

Marine 547 274 312 213 229 

Automobile 7,160 7,863 8,958 10,027 10,285 

Guarantee 446 566 93 574 721 

Casualty 1,878 1,763 1,848 2,274 2,797 

Overseas direct 44 40 61 100 160 

Long-term 14,807 18,234 22,767 28,328 33,396 

Annuities 1,515 1,976 2,668 3,657 4,378 

Total 26,499 30,781 36,771 45,303 52,129 

   Note: Overseas assumed reinsurance and retirement are excluded.
 Source: KIDI, Monthly Insurance Report, various issues.

In FY2012, net operating expenses in non-life insurance sector increased to 11,820 billion 

won, mainly due to an increase in net operating expenses in long-term insurance and 

automobile insurance. Net operating expenses of long-term insurance amounted for 7,184 

billion won with a 26.8% increase over FY2011, because of an increase in new sales. Net 

Expenditures 
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operating expenses of automobile insurance recorded 2,609 billion won which increased 

by 1.1% over last year.

 

Table 25. Net operating expenses by line
(Unit: billion KRW)

Classification FY '08 FY '09 FY '10 FY '11 FY '12

Fire  108 84 95 122 135 

Marine  118  112 118 123 122 

Automobile 3,192 3,301 3,589 2,581 2,609 

Guarantee 212 183 217 153 276 

Casualty 718 759 746 710 852 

Overseas direct 70 87 102 105 125 

Long-term 4,113 4,546 4,953 5,665 7,184 

Annuities 158 218 299 421 518 

Total 8,689 9,290 10,119 9,880 11,820 

 Note: Overseas assumed reinsurance and retirement are excluded.
 Source: KIDI, Monthly Insurance Report, various issues.
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1. Loss ratio by line

The loss ratio of non-life insurance business was 81.7% in FY2012, which increased by 

0.5%p over FY2011. The main reason was an increase in the loss ratio for automobile and 

long-term insurances. 

The loss ratio of automobile insurance increased to 84.0% in FY2012 from 82.2% in 

FY2011 because of a decrease in premium per car. The loss ratio of long-term insurance 

rose by 0.6%p resulting in 83.7%, due to an increase in sales.

 

Table 26. Earned-incurred loss ratio by line
(Unit: %)

Classification FY' 08 FY' 09 FY' 10 FY' 11 FY' 12

Fire 39.7 32.0 38.8 59.0 59.2

Marine 127.1 77.4 83.7 57.2 61.5

Automobile 69.7 75.7 80.3 82.2 84.0

Guarantee 48.9 58.0 9.2 55.0 62.3

Casualty 64.7 62.4 62.2 68.0 70.6

Overseas direct 45.8 32.7 41.1 53.3 58.4

Long-term 79.3 79.8 81.2 83.1 83.7

Total 74.8 76.0 77.6 81.2 81.7

 Note: 1) Retirement and annuities are excluded.
  2) Long-term includes saving part as well as risk pool part.
 Source: KIDI, Monthly Insurance Report, various issues.

Management efficiency
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2. Expense and combined ratios

The expense ratio in FY2012 rose to 19.5%, which was 1.1%p higher than FY2011, mainly 

due to long-term insurance expense ratio. 

The combined ratio of non-life insurance in FY2012 increased to 101.2% from 99.6% in 

FY2011, because of increases in the expense rat io and the loss rat io of automobile 

insurance.

Figure 18. Combined ratios
(Unit: %)
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1. Market share by distribution channel

Traditional channels, such as solicitors and agents, stil l had the largest market share; 

however, the market share of bancassurance had increased since FY2008.

The market share of traditional channels in FY2012 accounted for 71.6% which was 2.0%p 

lower than in FY2011, because of the expansion in bancassurance.

Table 27. Market share by distribution channel (total premium income)
(Units: billion KRW, %)

Year FY ’08 FY ’09 FY ’10 FY ’11 FY ’12

Company employees
5,238
(14.0)

6,473
(14.8) 

8,169
(15.6) 

9,712
(15.9) 

10,294
(15.0) 

Solicitors
12,466
(33.2)

14,589
(33.3) 

16,839
(32.2) 

18,964
(31.1) 

20,629
(30.1) 

Agents
17,352
(46.3)

19,758
(45.1) 

23,258
(44.5) 

25,920
(42.5) 

28,425
(41.5) 

Insurance pool
130
(0.3)

178
(0.4) 

92
(0.2) 

95
(0.2) 

85
(0.1) 

Brokers
310
(0.8)

337
(0.8) 

418
(0.8) 

442
(0.7) 

480
(0.7) 

Bancassurance
1,999
(5.3)

2,497
(5.7) 

3,469
(6.6) 

5,833
(9.6) 

8,629
(12.6) 

Total
37,495
(100.0)

43,832
(100.0) 

52,245
(100.0) 

60,965
(100.0) 

68,542
(100.0) 

 Note: 1) The premium income of retirement pension plans is included. 
  2) Company employees include telemarketing (TM) and computer marketing (CM).
 Source: KIDI, Monthly Insurance Report, various issues.

Distribution
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The market share of bancassurance increased to 12.6% in FY2012 which was 3.0%p 

higher than in FY2011. The majority of products sold by bancassurance were saving type 

long-term insurance and a key driver of an increase in bancassurance market share was 

the entry of Nonghyup non-life into the market. 

The share of company employees took 15.0% of total premiums, insurance pool 0.1%, and 

brokers 0.7%.

2. Number of solicitors and insurance agents 

The number of sol ici tors in non-li fe insurance increased by 4.2% over FY2011 and 

recorded 168,023 as of March 31, 2012. The number of cross-selling solicitors7) also 

increased to 74,856 in FY2012 from 73,058 in FY2011.

In FY2012, the number of agents decreased by 5.5% to 37,643 from 39,818 in FY2011. 

The decreasing trend continued to FY2012 from FY2009 and the main reason was that 

general agencies became bigger.

Table 28. Solicitors and insurance agents
(Units: persons, %)

Classification FY’08 FY’09 FY’10 FY’11 FY’12

Solicitors

Number
155,809
(73,608)

164,203
(81,183)

162,144
(78,000)

161,237
(73,058)

168,023
(74,856)

Growth rate 15.12) 5.4 -1.3 -0.6 4.2

Agents

Number 45,998 45,049 41,963 39,818 37,643

Growth rate 8.7 -2.1 -6.9 -5.1 -5.5 

 Note: 1) Figures in parentheses indicate cross-selling solicitors.
  2) The growth rate calculated based on FY2007, excluding cross-selling solicitors, which led the high growth rate.
 Source: KIDI, Monthly Insurance Report, various issues.

 

 

7)  Cross-selling solicitors belonging to non-life insurers could sell life insurance products, and solicitors 

belonging to life insurers could sell auto and long-term products. Cross-selling solicitors were adopted in 

2008.
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Insurance Regulations 8)

1. Insurance business law and related laws

The 『insurance business law』 and its relevant enforcement regulations constitute Korea’s 

legal system for insurance. Since its promulgation on January 15, 1962, the 『insurance 

business law』 was revised in 1971, 1977, 1980, and 1988, and amended every year from 

1994 to 2013 except 1996 and 2001.

In 2010, the 『insurance business law』 was revised to strengthen the protect ion of 

insurance consumers. The explanation about the key provision of insurance contracts and 

the customers’ acknowledgement became mandatory. Also, the amended law adopted the 

principle of suitability, which helps insurers to be well informed of their customers’ financial 

situation and to recommend appropriate products which suit customers’ interests best.

To deter false or misleading advertisements, legal provisions regulating the advertisement 

of insurance products were also specified. Besides, the product development process was 

simplified with the amended law in 2010. Before the amendment, insurers were not allowed 

to sell insurance products without regulatory f i l ing (“use without f i le”), except for the 

insurance products that meet the pre-specified requirements.

In August 2010, as a preparatory measure to introduce the risk based capital (RBC) for 

insurers, the Financial Supervisory Service (FSS)9) began to conduct a pre-assessment of 

internal models of several insurance companies. As of April 2011, the RBC regime was 

fully implemented.

8) This section is extracted from publications of Financial Supervisory Service (FSS).

9) A branch established in Korea by a foreign insurer is deemed a foreign insurer for regulatory purposes.
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In 2011, the enforcement regulations of the 『insurance business law』 were revised to 

enhance risk management abilities of insurers. First, the upper limit of real estate holdings 

of total assets was tightened. Also, the revised Article 7-4 of the 『regulation on supervision 

of insurance business』 requires a higher loan loss provisioning for real estate project 

finance loans to enhance the loss-absorbing capacity of insurance companies.

In addition, to streamline the classification of insurance types which include life insurance, 

non-life insurance, and the third insurance business, the standards for classification of 

insurance types were formulated on January 24, 2011.

In 2012, the enforcement decree of the 『insurance business law』 was revised as there 

was a change in 『agricul tural co-operat ive law』. NongHyup (Nat ional Agricul tural 

Co-operatives Federation)10), a major force in the life and non-life markets, used to be 

governed by the 『agricultural co-operative law』 rather than the 『insurance business law』 

and was supervised by the Ministry of Agriculture rather than the FSS. In order to improve 

the supervision and financial security of NongHyup's operations, a law has been passed 

requiring the organization to restructure into farming and financial service businesses. 

Accordingly, a financial holding company was formed on March 2, 2012 with banking, 

investment, and life and non-life insurance subsidiaries11). NongHyup was required to 

transfer all of its cooperative insurance business to these new subsidiaries, which were 

made newly subject to the 『insurance business law』 and the FSS.

On February 5, 2013, the Ministry of Justice notif ied that the insurance section of the 

Korean Commercial Code submitted for legislation was amended partially.

The amendment added new provisions on guaranty and health insurance, as well as 

clarification of the requirements for group insurance. Also, to protect the disabled and the 

family members of a decedent, subrogation against family members was prohibited.

The rights of insurance agencies, which are collecting premium, issuing the insurance 

policy, and notifying/ accepting the application/ cancellation of insurances, were improved. 

Insurers can avoid any insurance contract which has been fraudulent ly executed. 

10)  NongHyup has around 2.44 million farmer members and runs a wide range of co-operative businesses, 

including agricultural product marketing, feedstuffs and fertil izers, consumer credit and banking. The 

organization also writes a wide range of insurance classes, mainly directed at the farming community.

11)  The insurance subsidiaries are called NongHyup Life Insurance Co Ltd and NongHyup Property & 

Casualty Insurance Co Ltd.
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Moreover, they can refuse payment if insurance claim has been made fraudulently.

The cancellation period for policyholders was extended due to insurer’s breach of duty to 

explain and issue the policy. Also, the statute of limitations period was extended to 3 years 

for insurance payments.

2. Financial Investment Services and Capital Market Act 

The 『financial investment services and capital market act』 (FSCMA) was authorized in 

2007, and took into effect as of February 4, 2009. The Act aimed to reformulate the legal 

framework of the Korean capital market, which was implemented with the enactment of the 

『securities and exchange act』 in 1962.

•The major changes for legislation:

•Shifting to functional regulation

•Introducing a comprehensive system

•Expanding business scope

•Upgrading investor protection mechanism

Shifting to functional regulation left financial products or services to become subject to the 

same regulatory treatment. Previously, financial investment companies were limited to a 

single regulatory license; however, financial investment companies can engage in multiple 

areas of business such as dealing, brokerage, and asset management with some of 

information barrier requirements satisfied.

The Act provided the measures to enhance investor protection by classifying investors into 

two groups, ordinary and professional; the measures were more inclined to protect the 

former. In addition, the rules such as the prohibition of unsolicited calls, the prohibition of 

misleading investors with uncertain matters, the adoption of cooling-off period and the duty 

to manage conflicts of interest, were both applicable to ordinary and professional investors.

On November 5, 2012, the Financial Services Commission (FSC) announced that the 

regulations on financial investment business were amended as there has been ongoing 

concerns regarding the practice of fund distributors. 
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The proposed amendment included provisions that prohibit insurance companies from 

outsourcing the management of more than 50% of their variable insurance assets to 

aff i l iates. According to the proposed amendment, the restr ict ion on outsourcing the 

management of funds will become effective as of January 1, 2014.

In 2013, to minimize the problems arising from excessive obligation to build a prevention 

system for interest conflict for banks and insurance companies, the business which is 

prescribed by presidential decree was exempted from subjects for obligation (Article 251 

Clause 3).

According to FSCMA, if an insurance company is engaged in the business of aggregated 

investment, trust industry, general office management, and the board members should be 

hired. Also, the employees should not hold additional position such as joint use of data 

equipment and office, restriction of information change among employees who work at 

different office.

3. Review and approval system for insurance products

The Korean insurance products revision and approval system aims to provide insurance 

companies with expanded autonomy and lat i tude in coming up with market ing new 

insurance products while enabling the regulators to take preventive steps against defective 

or flawed insurance products.

Insurers, which aim to advance or revise, and sell products applicable under any one of 

the followings, shall file such facts in advance with the FSS:

•The purchase of products by the insured is mandatory under the law

• Products that coincide with other financial sectors or any particular business sector 

in-between the life insurance and non-life insurance

• Automobile insurance products

• Products that are developed or modified not in accordance with product development 

standards due to changes in financial or social environment

The development and sale of the products mentioned above must be informed to the 

governor of the FSS. However, insurers do not require reporting in the following cases:
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• Revision of laws and regulations

• Order of the FSS

• Case where the development and sale of the product does not infringe on the rights of 

consumers

• Modification of the reference risk rate of tax-related products

• Simple modification to the form of insurance policies

• Jointly-covered risks through insurance pool

All products must go through a three-phase review by actuaries, the Korea Insurance 

Development Institute (KIDI), and the FSS. However, according to the 2010 amended law 

(effective as of January 24, 2011), insurers are able to invent insurance products on their 

own initiatives without being subjected to former regulations, so that more creative and 

innovative products can be available. Previously, 90% of insurance products had to be 

acknowledged for approval and the remaining 10% reported before being marketed. With 

the amendments, 75~85% of products are allowed to endure the insurer’s internal revision 

process, while 15~25% of products sti l l need to go through a three-phase revision 

process as before the amendments.
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1. Entry regulations12)

Only incorporated business entities, mutual companies, and licensed foreign insurers are 

allowed to enter into insurance business with appropriate regulatory permission from the 

FSC and the FSS. There are separate permission procedures for life insurance, non-life 

insurance, and the so-called “third insurance business”.13)

(a) Capital requirement

The minimum capital required for insurance business is 30 billion won. Given that, when 

any insurer intends to engage in a single-line insurance business, the amount of the 

paid-in capital or funds should be no less than 5 billion won.

• Life insurance: 20 billion won

• Annuity including retirement annuity: 20 billion won

• Fire insurance: 10 billion won

• Marine insurance: 15 billion won

• Automobile insurance: 20 billion won

• Guaranty insurance: 30 billion won

• Reinsurance: 30 billion won

• Liability insurance: 10 billion won

• Engineering insurance: 5 billion won

12) Source: Financial Supervisory Service (FSS), 『FSS Handbook 2012』

13)  The term the “third insurance business” refers to the gray zone insurance business with characteristics 

and features of both life and non-life insurance policies. There are plans to streamline regulations related 

to this line of insurance in the near future.

Supervision of 
insurance companies 12)
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• Real-estate right insurance: 5 billion won

• Accident insurance: 10 billion won

• Sickness insurance: 10 billion won

• Long-term care insurance: 10 billion won

• Other insurance business: 5 billion won

However, if insurers subscribe more than 90/100 of total contracts or premiums using 

telephone, mail, or electronic communications, they can enter into an insurance business 

with more than 2/3 of the paid-in capital or funds amount above.

(b) Business funds to be paid by foreign insurers

When foreign insurers aim to engage in the insurance business in Korea, the amount of 

the paid-in funds should be no less than 3 billion won.

(c) Other requirements for permission

Insurers are required to have requisite capital or funds

Insurers are required to have adequate professional manpower and physical facilit ies, 

including computer equipment, to carry on the intended insurance business

Insurer’s business plan is required to be feasible and sound

Major investors are required to be financially able to make investments and have sound 

financial standing and social credit

(d) Maintenance of manpower and physical facilities

Insurers should continuously maintain an adequate professional manpower and physical 

faci l i t ies, except such a case of gaining approval of FSC, in order to support the 

management soundness of insurers and to protect the policyholders’ benefits.

2. Prudential regulations

All insurers must possess a solvency margin ratio of 100% or higher to ensure that they 

have an adequate capital to support the risks they undertake and to meet the insurers’ 

obl igat ions to pol icyholders. They must also classi fy their assets according to their 

soundness and set up mandatory allowances for bad assets to provide for a capital buffer 



80

to prepare for adverse losses such as the decline in the value of the assets. 

(a) Risk based capital (RBC) 

The FSS/FSC implemented a new solvency regime, the risk based capital (RBC)14), as of 

April 2009, replacing the old solvency margin regime based on EU’s Solvency I15) model 

that has been used for the last decade. To ensure a smooth implementation of these 

changes, the FSS/FSC allowed capital ratios calculated under both the current solvency 

margin regime and the RBC regime until March 2011. Accordingly, the RBC regime has 

been fully implemented since April 2011.

In the initial phase, the risk measures were set at a relatively low level so that insurers 

could acclimatize themselves to the new system without having to increase their capital. 

From January to May 2013, the FSS and insurance companies arranged the plan to 

introduce consol idated RBC by operat ing working group, which was comprised of 

insurance companies and accounting firms. The consolidated RBC will be implanted after 

2015. The current RBC ratio is calculated only with individual insurance company’s capital 

and amount of r isk; therefore, i t does not consider the r isk of aff i l iated companies. 

However, the consolidated RBC16) ratio is calculated by consolidated financial statement 

which includes asset, debt, and capital of affiliated company. Therefore, it can reflect the 

capital and the amount of risk of the whole insurance group.

The RBC system related to new type capital securities has been improved. As new type 

capital securities is the character in between stock and bond, it was added as special 

finance such as social overhead capital (SOC) and project finance (PF) which are applied 

by intermediate danger coefficient of stock and bond.

In terms of components of the RBC, available capital is the capital amount that an insurer 

maintains in excess of its liabilit ies as solvency surplus against future benefit payment 

obligations and other contingencies. It is computed as the difference between i) the sum of 

14)  The RBC regime is in line with the international trend and enables a proper measurement of insurance 

risk, market risk, interest rate risk, credit risk, and operating risk.

15)  The EU solvency I regime has several limitations such as an inaccurate measurement of asset risk and 

insurance risk and no recognition of duration mismatch.

16)  The consolidated RBC ratio is test-operated from June 2013 to December 2014 and after consideration of 

business situation, it is planned to be implemented officially.
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contributed capital17) retained earnings, capital adjustment accounts, and reserves in the 

capital account, and ii) the sum of unamortized acquisit ion costs18), intangible assets, 

prepaid expenses, deferred income tax assets, and the capital surplus or def ici t of 

subsidiaries.

Required capital is the estimated total exposure which reasonably reflects the overall risk 

of insurers. The total required capital is the sum of the required capital of these risks, 

reflecting the correlations among them.

Figure 19. Risk based capital

(b) Classification standards of asset soundness

Insurers must classify their assets into five different classes according to the soundness of 

each asset and appropriate allowances accordingly. The five classes are (1) normal, (2) 

precautionary, (3) substandard, (4) doubtful, and (5) estimated loss.

Through two rounds of amendments of the 『regulat ion on supervision of insurance 

business』 on September 7, 2010 and March 22, 2011, different reserve ratios are applied 

by the types of loans. Remarkably, for real estate project finance loans (real estate PF), a 

higher loan loss provisioning is required to enhance the loss-absorbing capacity of 

insurance companies to real estate project finance loans.

17) legal capital (paid-in capital and additional paid-in capital)

18)  Acquisition cost is an insurance term that refers to expenses for soliciting and placing new insurance 

businesses, including such expenses as agent commissions and underwriting expenses.
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Table 29. Asset classification and provisioning for Insurers

Asset Classification 
Reserve Ratio

Corporate loans Household loans Real estate PF

Normal More than 0.5% More than 0.75% More than 0.9%

Precautionary More than 2% More than 5% More than 7%

Substandard More than 20% More than 20% More than 20%

Doubtful More than 50% More than 50% More than 50%

Estimated Loss 100% 100% 100%

Source: Financial Supervisory Service

(c) Foreign currency liquidity

To prevent foreign currency maturity mismatch, FISCs are required to maintain a positive 

maturity gap ratio where maturity is shorter than seven days and negative 10% or higher 

gap ratio where maturity is less than a month. However, these gap ratio requirements do 

not apply, if their ratio of foreign currency debt to total assets is less than 1%.

3. Management evaluation system

In order to prevent insurers from insolvency and to ensure their sound management, the 

FSS watches and evaluates the financial soundness of insurers by off-site surveillance 

and on-site revision. In addition, it may order the management improvement plan for 

financially impaired insurers under 『prompt corrective action』 (PCA), which comprises 

management enhancement recommendations, management enhancement requirements, 

or management enhancement orders.

The FSS conducts the off-site surveillance for insurance companies through the existing 

surveillance system that regulates the soundness of insurance companies. The off-site 

surveillance may also result in the analysis of various business reports and documents. 

The FSS may employ the off-site surveillance aiming to recommend or order management 

enhancements, adjusting the evaluation rating of management status, or making the 

preparations for future examinations onto problematic insurers and their weaknesses. In 

September 2012, the risk assessment application system (RAAS) has been replaced the 
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existing CAMEL system to assess insurance companies.19)

Table 30. Evaluation procedures

1st stage
To assess quantitative items: estimation of provisional evaluation grade by  
component 
To assess non-quantitative items

2nd stage
To determine ratings by component (1-5) with comprehensive analysis of  
non-quantitative items and provisional assessment rating by component

3rd stage To estimate provisional composite assessment rating

4th stage
To determine composite assessment rating (1-5) with comprehensive provisional 
composite assessment rating and overall management status, business capability, 
financial and economic condition, etc.

Source: Financial Supervisory Service

The FSS aims to improve the reliability of the evaluation system for insurance companies 

by allowing all insurers that have operated continuously for two or more years subject to 

an on-site evaluation.

Insurance companies are subject to the comprehensive on-site examinations. Until 2010, 

on-site examinat ions were conducted annual ly; however, according to evaluat ion 

advancement in August 2011, it was changed to every two or three years. There are two 

types of examinations: regular examinations (full examinations) and targeted examinations 

(partial examinations). On-site examinations typically center on the following areas:

• Adequacy of insurance sales

• Adequacy of administration of insurance contract

• Adequacy of premium reserve

• Soundness of assets

• Regulatory compliance

• Adequacy of internal control systems

• Risk assessment and application system (RAAS)

During the examination, the FSS assesses the management status of the insurer and 

reviews its risk management in addressing the corresponding policies. The results of 

19)  The assessment of insurance companies includes the absolute evaluat ion regarding business 

management, the r isk of insurance, interest rate, investment and l iquidi ty, capital adequacy, and 

profitability.
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on-site assessments are not revealed but used confidentially by the FSS for supervisory 

purposes, including 『prompt corrective action』 (PCA) for management enhancement 

recommendations, requirements, or orders depending on the results.

In consideration of enhancing the effectiveness of on-site examinations, the FSS receives 

regular business reports from each insurer and analyzes the current status of the insurer's 

management. After the examination, the FSS assesses the management status of insures 

such as i ts asset qual i ty, reserve holdings, and the adequacy of internal controls. 

Depending on the findings, it suggests applicable solutions to deal with the problems 

disclosed during the examination.

4. Restrictions on investments of insurers

Premiums paid by the policyholders make up the bulk of insurers' assets, which are mostly 

appropriated as reserves to meet the insurers' future liabilit ies and benefit obligations. 

Prudent and sound management of insurers' assets are essent ial to protect the 

policyholders, and the FSS regulates the insurers' asset management to ensure safety, 

l iquidity, prof i tabi l i ty, and public interest of the assets. The regulat ions on the asset 

management of insurance companies prohibit certain types of asset operation according to 

the insurance-related laws and regulations.

Insurance companies are restricted from the following activities:

• Acquisition of non-business-purpose real estate holdings 

• Lending intended for speculation in securities

• Lending intended for acquisition of its own shares

• Lending intended to fund political activities

• Lending to the officers or employees

• Any activity that undermines the safety and soundness of the company assets

In order to prevent the extension of disproportionate support by an insurer to its own 

business group and the spread of investment r isks, the FSS regulates an insurer 's 

investment limit and its investment categories as follows:
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Table 31. Restriction ratios of asset operation

Items Limit-General account Limits-Separate account

Credit extension to a single person or company 3% of total assets
5% of each separate 
asset account

Stock and bond investment in any single 
company

7% of total assets
10% of each separate 
asset account

Credit extension or stocks and bond 
investments to a person or a company 
(including related persons or companies)

12% of total assets
15% of each separate 
asset account

Sum of credit extension and stocks and bond 
investments in excess of 1/100 of the insurer’s  
total assets (applicable to the same person, 
company, or principal shareholders)

20% of total assets
20% of each separate 
asset account

Credit extension to a principal shareholder or 
a subsidiary of the insurance company under 
the Presidential Enforcement Decree

Lower of either (1) 2% 
of the total assets or (2) 
40% of the capital

2% of each separate
asset account

Stock and bond investments to a principal 
shareholder or a subsidiary of the insurance 
company under the Presidential Enforcement 
Decree

Lower of either (1) 3% 
of the total assets or (2) 
60% of the capital

3% of each separate 
asset account

Credit extension to the same subsidiary of the 
insurance company

10% of the capital
4% of each separate 
asset account

Real estate holdings 25% of total assets
15% of each separate 
asset account

Foreign currency holdings or real estate 
holdings overseas in accordance with the 
Foreign Exchange Transactions Act

30% of total assets
20% of each separate 
asset account

Sum of security deposits for domestic and 
overseas futures trading

6% of total assets
6% of each separate 
asset account

 Note: Total assets are those of general account or those of separate account.
 Source: 『FSS HANDBOOK 2012』, Financial Supervisory Service

5. Notice for insurance policies

The FSS eliminated the requirement of approval for new insurance policies in July 1993. 

Instead, depending on the type of insurance policies, insurance companies were required 

to submit the regulatory f i l ings and then sell new policies ("f i le and use"), or sell new 

policies and then submit the regulatory filings ("use and file"). In some cases, no filings were 

allowed.
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In August 2003, the FSS adopted change to the filing requirement; insurance companies 

are required to submit the regulatory filings prior to the sale of new insurance policies to 

customers, except for new insurance policies that meet certain requirements set by the 

FSC. All bancassurance policies also require a prior filing.

For any new insurance policies, the regulatory filings must be submitted prior to the sale to 

customers, and policies can be sold unless the FSC recommends any amendments within 

15 days from the date of filing. There is exception, which insurance companies are allowed 

to submit the regulatory filings after the sale.

In January 2011, the regulatory screening process of insurance product was amended by 

『insurance business act』, No 10394. As a rule, insurance companies are allowed to sell 

new insurance pol icies without any regulatory f i l ings (“use without f i le”), except for 

insurance policies that designated by the FSC.

6. Corporate governance

Where an insurance company appoints or dismisses (including retirement) an executive or 

compliance off icer, it shall immediately report to the governor of the FSS, and before 

appoint ing an execut ive or compl iance off icer, i t shal l veri fy that he/she has no 

disqualifications in the items mentioned. 

Where an executive or compliance off icer fal ls under any of the fol lowing items, the 

governor may noti fy the insurance company concerned thereof and take necessary 

actions such as the request for reappointment:

•Outside Directors

The board of directors of insurance companies whose assets exceed 2 trillion won must 

appoint three or more outside directors, and at least a half of the number of board directors 

must be outside directors. Even though an insurance company’s assets do not exceed 2 

trillion won, if it is a listed company, at least a fourth of the number of board directors must 

be outside directors.
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•Audit Committee

Insurance companies whose assets exceed 2 tr i l l ion won must establ ish an audit 

committee. The audit committee must comprise at least three directors, and two thirds of 

the number of its members must be outside directors.

 

•Compliance Officer

Insurance companies must appoint a compl iance off icer, and the appointment and 

dismissal of the compliance officer must be approved by their board of directors, whereas 

this requirement does not apply to foreign insurance companies. 

7. Supervision with long-term care insurance

The law for long-term care insurance (the so-called “elderly care act”) was implemented 

in 2008. The connotation of the law is that the government and community should share 

with households long-term care expenses for the seniors based on the principle of social 

solidarity. The new system served as a momentum of enhancing the standards of welfare 

for the aged since it enabled them to receive the professional and systematic medical 

treatment from medical specialists and decreased the physical and mental burdens on 

their families due to the long-term care, in line with financial ones.

The elderly who are admitted to the long-term care system with dementia, paralysis, and 

other diseases will be provided with home care service, institutional care service, or care 

allowance service. 

The expenses required to maintain the long-term care insurance are fi l led up with a 

separate long-term care insurance premium exploiting people joining the national health 

insurance and payments by the central and local governments, in line with individual’s 

out-of-pocket payments.

The central government pays 20% of expected revenues from the long-term care 

insurance premium. Those who obtain the long-term care insurance service pay at their 

own expense 15% for the home care service and 20% for the institutional care service. 
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The long-term care insurance is applicable to those aged 65 years or older; or those 

aged under 65 years of age, but have senile diseases and are in need of long-term care 

services as they cannot move freely. 

8. Supervision on retirement pension plans

The legal and regulatory foundation for employer-sponsored pension plans began to take 

shape in early 2005 with the passage of the 『employee retirement benefit security act』. 

The 『employee retirement benefit security act』 sought to address the shortcomings of the 

traditional lump-sum retirement pay system by providing a more securely-structured and 

better-funded pension alternative. 

The drive for pension reform gained the momentum with an increasingly aging workforce, 

the need for the greater pension portability and retiree protection, and the government’s 

desire to revamp Korea’s pension system along the recommendations of the OECD.

Under the key provisions of the law and the supporting regulations:

• An employer must set up one or more retirement benefit schemes in order to pay the 

benefits to workers who retire20)

• Only quali f ied enti t ies21), which are registered with the FSC may provide pension 

services

• Pension services are divided into plan administration22) and plan asset management23)

• An employee who terminates the employment before reaching the retirement and 

receives a payment for the years of services rendered may continue the savings until 

the retirement by enrolling in an individual retirement pension (IRP); an employer with 

fewer than ten employees may enroll in IRP in place of DB plan or DC plan.

• Pension service providers are the regulated entities subject to the over-sight of the FSC

20)  There are mainly two types of retirement benefit schemes; one is the retirement pension fund including a 

defined benefit (DB) plan or a defined contribution (DC) plan and the other one is the traditional lump-sum 

retirement pay system.

21)  They are banks, insurance companies, securities companies, asset management companies and others 

licensed for trust services.

22)  A plan administrator performs plan design and actuarial services, recordkeeping, plan consulting, and 

other administrative services.

23)  A plan asset manager performs custodial services, manage plan accounts and contributions, and execute 

fund management instructions from the plan administrator.
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9. Supervision to strengthen the consumer protection 

The FSS introduced various consumer complaint indices and compliance assessment 

system, provided the consumer information services, improved the readability of insurance 

contracts, and came up with various tools to evaluate how well insurance sellers were 

complying with the consumer protection regulations. 

Mystery shopping was also introduced for the first time in 2011 and the second mystery 

shopping was done to better enforce and monitor the compliance of insurance product 

sellers with the consumer protection regulations. Moreover, the FSS commenced the 

consumer information service to inform the insured of the process of insurance claims. As 

a part of the continuing attempts to combat insurance fraud, the FSS developed i ts 

computer insurance fraud recognit ion system and ratcheted up the monitor ing and 

inspection of insurance claims for fraud.

In order to ensure the implementation of consumer protection scheme announced in 2010, 

the FSS hosted several information sessions24) on the amended 『insurance business law』 

for insurance agents and consultants in associat ion with the Korea Li fe Insurance 

Association and Non-life Insurance Association.

The insurance telecommunication sales regulations were strengthened to protect the 

customers. Insurance companies should conduct customer follow-up calls25) for insurance 

products aimed at elderly pol icyholders to assist senior ci t izens in complet ing their 

insurance applications. 

In April 2013, the policy provisions have been changed to protect consumer’s right:

• Prohibit the use of a name of product and guarantee which induce misunderstanding of 

consumer.

• Restrict a request of unnecessary rider registration to strengthen the selection of 

policyholder.

• Improve a project cost which is imposed at a time of re-payment of the mid-drawer 

24)  The sessions were held in ten cities nationwide from January 10 to 21, 2011 to coordinate insurance 

agents for advanced insurance sales practices depending on the principle of suitability and exclude any 

false or misleading information from their product description.

25) It is known in Korea as ‘happy call services’.
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amount.

• Improve the insurance payment criterion of long-term care insurance and pension 

convert type rider, which is unfavorable for subscribers.

• Strengthen accountabi l i ty for product explanation when subscribers change the 

contract.

• Strengthen the obligation of notice about application of premium reduction and maturity 

refund in case of midway withdrawal.

• Specified the designation and the right of insurance beneficiary change after the death 

of the policyholder.

In May 2013, 『the best practice for consumer protection』 amended to establish the system 

for consumer protection within financial companies. After 2008, the need to reflect the 

international trend of governance of consumer protection has been increased.

In September 2013, the insurance industry’s practice with regards to deducting upfront 

expense from consumer premiums of saving type insurance was modified. The portion of 

partial payments in upfront expense will be increased in phase. However, the enforcement 

of life annuities has been delayed for one year to have preparation period. The share of 

installment of bancassurance and online channel has been expanded additionally.

In October 2013, the insurance advertisement was restricted to make the same speed of 

unfavorable contents for customer, such as the details which are not covered, as favorable 

contents.

 

10. Supervision for successful implementation of IFRS

The FSS forged ahead with efforts to ensure the full adoption of international financial 

reporting standards (IFRS). Around 12526) countries have adopted the IFRS and the G-20 

has reaffirmed their commitment to implement the IFRS regime as a high quality and global 

accounting standard.

The FSS conducted the analyses on the impact of the IFRS on the Korean insurance 

industry and came up with four plans for the successful implementation of IFRS in 2011.

26) http://www.iasplus.com/Plone/en/resources/use-of-ifrs
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In 2013, it is finishing stage of implementation of IFRS. The FSS has conducted pre-impact 

analysis and training of IFRS application, and rapid examination on financial information to 

establish IFRS successfully.

Table 32. FSS’s plans for successful settlement of IFRS

Description

Pillar 1
Fine-tune accounting-related regulations to ensure a smooth transition to the new 
accounting standards

Pillar 2

Provide door-to-door consultations and focused education programs to help late 
adopters, and hold information sessions for financial information users. Take measures 
to enhance comparability of financial information by requiring disclosure of ‘income 
from operations’, among others.

Pillar 3
Change the current supervision system so that it can be more flexible and more 
accepting the reasonable judgment of financial statement preparers and accounting 
professionals.

Pillar 4

Make efforts to convey and reflect Korea’s unique economic situation in the IFRS 
setting and revision processes. Collaborate with the International Organization of 
Securities Commissions (IOSCO) and the Committee of European Securities Regulators 
(CESR) to share practical information.

Source: Financial Supervisory Service

The future agenda of FSS is following:

• To improve the accounting information through continuous supplementation of IFRS

• To  strengthen the rapid response to the problems of accounting

• To  develop the accounting audit culture which is in accord with IFRS

• To strengthen communication with accounting information users and the network with 

related organizations
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Changes in Supervisory Regulations 
of  Insurance Business in 2012

1.  Implementation of measures to improve actual-cost 
health insurance27)

On August 30, 2012, the FSC, the Ministry of Health and Welfare, and the FSS notify that 

comprehensive measures will be implemented to improve the actual-cost health insurance 

system. The followings are the key elements of these measures:

(a) The release of “stand-alone” actual-cost insurance products

Insurance companies sel l actual-cost insurance products as bundled products that 

include other coverage. However, to broaden consumer choice and reduce burden of 

consumer during change or renewal of products process, the insurers are required to sell 

stand-alone actual cost insurance products.

(b) Shortening the insurance policy (renewal) period

Actual cost insurance products set renewal premium every three years, and so 60% of 

premium was increased in 2013. Therefore, the regulation was amended to set the policy 

period and premium for insurers every year to allow the consumer to switch easily to other 

products.

27) Source: http://www.kimchang.com/UserFiles/files/Newsletter_Autumn2012.pdf
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(c) Implementation of systems to check if there are non-reimbursable uncovered medical costs

There was limitation for the insurers to verify non-reimbursable health costs, which causes 

di f f icul ty in managing claims payment and results in higher premium. Thus, a legal 

framework and management system, which verify non-reimbursable health costs by 

utilizing Health Insurance Review and Assessment Service, will be implemented.

(d) Increase in consumer choice for the level of deductible

The deductible was evenly set at 10% which led to over treatment and restricted consumer 

choice. Thus, products with a 20% deductible are introduced. These products will make 

consumers more careful in their use of medical care and avoid excessive increases in 

premium.

2.  Improvement of standards for calculation of liability 
reserve and guarantee reserve

(a) Standards for calculation of advertised interest rate

Recently, insurance companies provide high advertised interest rate to expand the sales of 

savings type insurance. However, this might lead to worsen financial solvency of insurers if 

asset management profit margin declines. Therefore, in April 2013, the same standard of 

computation was applied to make consistent advertised interest rate, which is applied while 

evaluation of l iabil i ty reserve, with the advert ised interest rate, which is proposed to 

policyholder during the product sales.

(b) Raising accumulation standard of guarantee reserve in variable insurance 

In January 2013, the accumulation standard amended to apply bigger rate between 

guarantee fee, which is charged to policyholder, and standard accumulation rate, which is 

set by governor of the FSS.
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3.  Amendments of the supervisory regulations on the 
solvency system28)

The FSS amended the solvency system to address the increased r isks of insurers 

associated with the current market conditions such as continued low interest rates.

(a) Reverse interest rate margin risk amount

As the reverse interest rate margin risk for insurers has been increased due to a negative 

interest rate spread, current RBC System was not sui table for prevent ing the r isk. 

Therefore, the FSS established a reverse interest rate margin risk amount29) in addition to 

the current interest rate risk amount on March 31, 2013.

(b)  Improvements to the formula for calculating guaranteed risk amounts in variable 

insurance

Previously, the guaranteed risk amounts, calculated by applying a risk ratio, was improper 

compared to the accumulated policyholder reserves for minimum guarantees in variable 

insurance. The accumulated policyholder reserves leaded to inefficient responses for 

minimum guarantee risks. Therefore, on March 31, 2013, the FSS increased the reliability 

of the calculation of the necessary capital for guaranteed minimum accumulation benefits 

(GMAB) by using conditional tail expectation (CTE) method and the probability scenario 

method to meet the recommended levels as set forth by the International Association of 

Insurance Supervisors (IAIS).

4.  New rules proposed on outsourcing of financial firms’ 
data processing and IT facilities30)

On April 16, 2013, the FSC proposed new guidance notice, which allows financial firms’ 

outsourcing of data processing. Under the amended regulation, data processing activities 

28) Source: http://www.kimchang.com/frame1.jsp?lang=1&b_id=88&m_id=81&mode=view&idx=12223&page=1

29)  The reverse interest rate margin risk amount is calculated by multiplying the accumulated reserve amount 

for premium by the interest rate spread (interest rate for insurance liabilities – ratio of assets to liabilities X 

market interest rate).

30)  Source: http://english.fss.or.kr/fss/en/publications/newsletter/view.jsp?bbsid=1289364153265&categor

y=null&idx=1370937935565&num=52&color=lgreen
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can be outsourced to outside service provider. However, offshore outsourcing is restricted 

only to the headquarters or affiliates to ensure customer data protection.

Financial institutions must use the standard contract to make sure the practicability of the 

service provider being audited by the Korean government and secure measures to protect 

consumers. Also, they should receive regulatory approval for outsourcing of customer data 

processing to fulfi l l the privacy and data protection provisions of the relevant laws and 

regulations such the non-transferability of the customer resident registration numbers.

Outsourcing of IT facilities is also permitted by the FSC for customer privacy protection and 

supervisory oversight.

5.  Rule changes proposed to allow financial companies to 
transfer assets to nonprofit subsidiaries without financial 
consideration31)

The FSC amended the 『banking act』, the 『insurance business act』, and the 『financial 

holding companies act』 to allow financial companies to relocate assets to their nonprofit 

subsidiaries without financial consideration.

Under the 『banking act』, if a shareholder has 30% or more of voting shares of a bank, a 

nonprofit organization which is established by the shareholder, or any of its related parties 

are treated as a related party of the shareholder. Thus, the bank was barred from 

providing social responsibility activities to nonprofit organization.

However, the revised laws will exempt nonprofit subsidiaries, which are considered as 

public benefit organization, and allow financial companies to transfer assets to them without 

financial consideration.

31)  Source: http://english.fss.or.kr/fss/en/publications/newsletter/view.jsp?bbsid=1289364153265&categor

y=null&idx=1362472619935&num=49&color=lgreen
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1. Life insurance business

Types of Insurances (contracts) Standards for Classification

Life insurance (contract)

Insurance (contract) receiving the price by commitment of payment 
of money and other benefits agreed concerning survival or death 
of a man: provided that annuity insurance (contract) and retirement  
insurance (contract) shall be excluded.

Annuity insurance (contract)
[including retirement insurance 
(contract)]

Insurance (contract) receiving the price by commitment of payment 
of money and other benefits agreed concerning survival or retirement 
of a man by annuity or lump sum allowance (only applicable to a  
retirement insurance contract)

2. Non-life insurances

Insurance contracts (types) Standards for Classification

Fire insurance (contract)
Insurance (contract) receiving the price by commitment of payment of 
money and other benefits concerning damage incurred by fire

Marine insurance
(contract) 
(including aviation,
 transport insurance
 contract)

Insurance (contract) receiving the price by commitment of payment of 
money and other benefits concerning damage incurred by an accident 
concerning marine business. In such cases, aviation, transport insurance 
(contract) compensating for damage incurred by an accident concerning 
airplane, land transported goods, artificial satellite, etc. shall be deemed a 
marine insurance (contract).

Automobile liability 
insurance
(contract)

Insurance (contract) receiving the price by commitment of payment of 
money and other benefits concerning damage incurred by an accident 
in connection with possession, use and management of an automobile. 
Commitment of payment of money and other benefits concerning damage 
incurred by an accident in connection with possession, use and manage-
ment of an automobile.

Guarantee insurance 
(contract)

Insurance (contract) receiving the price by commitment of payment of 
money and other benefits concerning damage incurred by failure to pay 
one's financial debt under the contract or failure in duty under the Acts and 
subordinate statutes.

Standards for Classification 
of Types (Contracts) of insurances
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Insurance contracts (types) Standards for Classification

Reinsurance
 (contract)

Insurance (contract) by which an insurance company transfers the whole or 
part of liabilities for other benefits, such as payment of insurance proceeds, 
etc. under the insurance contract that it has underwritten to another insurer.

Liability insurance 
(contract)

Insurance (contract) receiving the price by commitment of payment of money 
and other benefits concerning damage incurred by an insured person's tak-
ing the responsibility for compensation to a third party owing to an accident.

Technical insurance 
(contract)

Insurance (contract) receiving the price by commitment of payment of 
money and other benefits concerning damage incurred by an accident 
related to machinery and equipment, electronic appliances, erection work, 
construction work and other objects similar thereto.

Right insurance
 (contract)

Insurance (contract) receiving the price by commitment of payment of 
money and other benefits concerning damage incurred by defects in the 
rights to movable property or real estate.

Theft insurance 
(contract)

Insurance (contract) receiving the price by commitment of payment of 
money and other benefits concerning damage incurred by theft.

Glass insurance 
(contracts)

Insurance (contract) receiving the price by commitment of payment of money 
and other benefits concerning damage incurred by breakage of glass.

Animal insurance 
(contract)

Insurance (contract) receiving the price by commitment of payment of 
money and other benefits concerning damage incurred by an accident to 
animal.

Nuclear insurance 
(contract)

Insurance (contract) receiving the price by commitment of payment of mon-
ey and other benefits concerning damage incurred by taking the responsi-
bility for compensation under the Nuclear Damage Compensation Act.

Expense Insurance
(contract)

Insurance (contract) receiving the price by commitment of payment of 
money and other benefits concerning damage incurred by an accident gen-
erating prize money, prize, expenses for litigation, other expenses. In such 
cases, legal expense insurance (contract) compensating damage incurred 
by an accident generating legal service or expenses for legal service.

Weather insurance
Insurance (contract) receiving the price by commitment of payment of 
money and other benefits concerning damage incurred by weather.

3. Third insurance business

Insurance Contract (types) Standards for classification

Casualty insurance
(contract)

Insurance (contract) receiving the price by commitment of payment of 
money and other benefits concerning risks, such as expenses incurred in 
treatment on bodily injury of a man and death, etc. resulting from injury.

Disease insurance 
(contract)

Insurance (contract) receiving the price by commitment of payment of 
money and other benefits concerning risks (excluding death owing to a 
disease), such as a disease of a man or hospitalization, operation, etc. 
owing to a disease.

Nursing insurance 
(contract)

Insurance (contract) receiving the price by commitment of payment of 
money and other benefits concerning a state requiring other's tending or 
risks of treatment, etc. resulting there from, such as dementia or disability 
in daily life, etc.
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1. Life insurance companies
(Units: billion KRW, persons)

Company Date of 
establishment Paid-in capital Premiums Total assets Number of 

employees

Hanwha Sep. 1946      4,343     14,510     77,439 4,610

Allianz Dec. 1954          12      2,526     15,161 1,657

Samsung May 1957        100     30,755   185,475 6,903

Heungkuk May 1958          68      4,311     15,576 589

Kyobo Aug. 1958        103     12,744     69,956 4,704

LINA Dec. 1986          35      1,336       2,361 676

Mirae Asset Mar. 1988        632      5,052     19,379 1,398

Wooriaviva Mar. 1988          74      1,187       4,102 352

KDB Apr. 1988        613      3,221     11,470 884

Dongbu Apr. 1989        193      1,678       6,964 534

Tong Yang Apr. 1989        538      4,599     17,597 890

MetLife Jun. 1989        142      3,146     14,054 646

Prudential Jun. 1989        150      1,777     10,584 492

PCA Jun. 1990        234      1,233       4,237 407

ACE Jul. 1990        283        249         997 258

Shinhan Jan. 1990        200      5,149     17,764 1,450

ING Sep. 1991          82      4,124     23,339 1,041

Hana Nov. 1991        110        457       2,873 222

AIA Jan. 1997        257      2,384     11,317 673

BNP Paribas Cadif Oct. 2002        164        827       3,418 159

Hyundai Life Apr. 2003        137        830       3,913 603

KB Apr. 2004        276      1,680       6,302 314

IBK Sep. 2010          90        607       1,325 114

NongHyup March. 2012       556    10,925    44,233 860

 Note:  The insurance companies are listed in order of establishment date, and the figures in entries are as of the end of FY2010.
 Source: Financial Supervisory Service

Profiles of 
insurance companies
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2. Non-life insurance companies 
            (Units: billion KRW, persons) 

Company Date of 
establishment

Paid-in
capital

Direct 
premiums

Total 
assets

Number of 
employees

Meritz Oct. 1922 48.4 4,780.4 10,158.4 2,538

Hanwha Apr. 1946 243.7 4,016.8 7,886.6 2,842

Lotte May. 1946 67.3 1,959.1 4,464.0 1,853

Green2) May. 1947 132.9 638.5 1,520.6 721

Heungkuk Mar. 1948 325.8 2,982.9 5,875.0 1,233

Samsung Jan. 1953 26.5 16,563.2 45,649.3 5,862

Hyundai Mar. 1955 44.7 10,157.7 20,867.8 3,131

LIG Jan. 1959 30.0 8,906.4 18,010.3 3,025

Dongbu Mar. 1962 35.4 9,692.5 21,189.4 5,263

AIG Apr. 1968 60.8 408.7 417.2 364

Seoul Guarantee Feb. 1969 174.6 1,573.9  6,484.0 1,231

ACE Apr. 1985 31.1 224.6 239.6 150

Federal Jul. 1992 3.0 11.0 107.5 35

First American K.B. Jul. 2001 5.0 9.5 11.1 18

Axa Sep. 2001 169.7 598.8 704.9 1,683

Mitshui Sumitomo Oct. 2002 35.5 7.8 61.9 40

The-K Nov. 2003 100.0 311.4 351.8 768

ERGO Daum Direct Jun. 2003 74.5 140.1 144.0 214

Tokio Marine & Nichido Fire S.B. Dec. 2004 3.0 0.0 30.9 8

Hyundai Hicar Feb. 2006 140.0 396.3 418.4 930

AIG United Guaranty K.B. Dec. 2007 9.0 0.0 8.9 11

Genworth Mortgage K.B. Dec. 2007 11.8 0.1 1.7 6

DAS Nov. 2009 15.8 2.9 10.4 29

NongHyup Apr. 2012 60.0 1,793.8 3,209.5 446

 Note:  1)  The insurance companies are listed in order of establishment date, and the figures in entries are as of the end 
of FY2012.

  2) In May 2013, MG Non-Life Insurance Co., Ltd. was launched by renaming Green.
 Source: Financial Supervisory Service



Korean Insurance Industry 2013 103

3. Reinsurance companies 
(Units: billion KRW, persons) 

Company Date of 
establishment

Paid-in
capital

Direct 
premiums

Total
assets

Number of 
employees

Korean Re Mar. 1963 59.1 2.0 7,339.4 295

Munich Re K.B. Nov. 1988 48.0 0.0 340.0 36

Swiss Re K.B. Jul. 2001 17.0 0.0 324.4 31

Gen Re K.B. Apr. 2004 31.3 0.0 96.4 9

Scor Re K.B. Apr. 2004 42.7 0.0 296.8 12

RGA Re K.B. Mar. 2005 52.0 0.0 185.8 45

Hannover Re May. 2008 25.0 0.0 57.3 9

 Note:  The insurance companies are listed in order of establishment date, and the figures in entries are as of the end 
of FY2010.

 Source: Financial Supervisory Service
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1. Life insurance companies

Company Homepage

Hanwha Life Insurance Co., Ltd. www.hanwhalife.com

Allianz Life Insurance Co., Ltd. www.allianzlife.co.kr

Samsung Life Insurance Co., Ltd. www.samsunglife.com

Heungkuk Life Insurance Co., Ltd. www.hungkuk.co.kr

Kyobo Life Insurance Co., Ltd. www.kyobo.co.kr

Life Insurance Company of North America www.lina.co.kr

Mirae Asset Life Insurance Co., Ltd. www.miraeassetlife.com

Wooriaviva Life Insurance Co., Ltd. www.wooriaviva.com

KDB Life Insurance Co., Ltd. www.kdblife.co.kr

Dongbu Life Insurance Co., Ltd. www.dongbulife.co.kr

Tong Yang Life Insurance Co., Ltd. www.myangel.co.kr

MetLife Insurance Company of Korea., Ltd. www.metlife.co.kr

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

The PCA Life Insurance Co. Ltd. www.pcakorea.co.kr

ACE life Korea Co. Ltd. www.acelife.co.kr

Shinhan Life Insurance Co., Ltd. www.shinhanlife.co.kr

ING Life Insurance Co., Ltd. www.inglife.co.kr

Hana Life Insurance Co., Ltd. www.hanahsbclife.co.kr

American International Assurance Korea www.aia.co.kr

BNP Paribas Cardif Life Insurance Co., Ltd www.cardif.co.kr

Hyundai Life Insurance Co., Ltd. www.hyundai-life.co.kr

KB Life Insurance Co., Ltd. www.kbli.co.kr

IBK Insurance Co., Ltd. www.ibki.co.kr

NongHyup Life Insurance Co., Ltd. http://www.nhlife.co.kr/

 Note:  The corporate name of ‘Korea Life Insurance Co., Ltd.’ was changed into ‘Hanwha Life Insurance Co., Ltd.’ as of 
October 9, 2012, and the corporate name of ‘Cardif Life Insurance Co., Ltd’ was changed into ‘BNP Paribas 
Cardif Life Insurance Co., Ltd’ as of October 1, 2012.

Websites
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2. Non-life insurance companies

Company Homepage

Meritz Fire & Marine Insurance Co., Ltd. www.meritzfire.com

Hanwha Non-Life Insurance Co., Ltd. www.hwgeneralins.com

Lotte Insurance Co., Ltd. www.lotteins.co.kr

MG Non-Life Insurance Co., Ltd.* www.mggeneralins.com

Hungkuk Fire & Marine Insurance Co., Ltd. www.insurance.co.kr

Samsung Fire & Marine Insurance Co., Ltd. www.samsungfire.co.kr

Hyundai Marine & Fire Insurance Co., Ltd. www.hi.co.kr

LIG Fire & Marine Insurance Co., Ltd. www.lig.co.kr

Dongbu Insurance Co., Ltd. www.idongbu.com

Seoul Guarantee Insurance Co., Ltd. www.sgic.co.kr

American International Group, Inc. www.AIG.co.kr

ACE American Insurance Company K.B. www.aceinsurance.co.kr

Federal Insurance Company Korea www.chubb.com

First American Title Insurance Company www.firstam.co.kr

AXA General Insurance Co., Ltd. www.axa.co.kr

Mitshui Sumitomo Insurance Co., Ltd. www.ms-ins.co.kr

The-K Non-life insurance Co., Ltd. www.educar.co.kr

ERGO Daum www.ergodaum.co.kr

Tokio Marine & Nichido Fire Insurance Co., Ltd. S.B. www.tokiomarine.seoul.kr

Hyundai Hicar Direct Auto Insurance Co, Ltd. www.hicardirect.com

AIG United Guaranty Insurance Ltd. K.B. www.aiguginternational.com

Genworth Mortgage Insurance Co., Ltd. K.B. www.genworth.co.kr

DAS Legal Expenses Insurance Co., Ltd. www.das.co.kr

NongHyup Property & Casualty Co., Ltd. www.nhfire.co.kr

 Note: *In May 2013, MG Non-Life Insurance Co., Ltd. was launched by renaming Green.
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3. Reinsurance companies

Company Homepage

Korean Re www.koreanre.co.kr

Munich Re K.B. www.munichre.kr

Swiss Re K.B. www.swissrekorea.com

Gen Re K.B. www.genre.com

Scor Reinsurance Asia Pacific Pre. Ltd. K.B. www.scor.com/korea

RGA Reinsurance Company K.B. www.rgare.com/offices/southkorea

Hannover Re K.B. www.hannover-re.com

4. Related organizations 

Organization Homepage

Ministry of Strategy and Finance www.mosf.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 Export Insurance Corporation www.keic.or.kr

Korean Fire Protection Association www.kfpa.or.kr

Korea Life Insurance Association www.klia.or.kr

General Insurance Association of Korea www.knia.or.kr

Korea Insurance Development Institute www.kidi.or.kr

Korea Insurance Institute www.in.or.kr

Korean Insurance Academic Society www.kinsurance.or.kr

The Institute of Actuaries of Korea www.actuary.or.kr

Korea Risk Management Society www.krms.org

Korea Federation of Banks www.kfb.or.kr

Korean Insurance Brokers Association www.ikiba.or.kr

Korea Financial Investment Association www.kofia.or.kr

Credit Counseling and Recovery Service www.crss.or.kr
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