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| Outlook Update for Insurance Industry in 2023

ABSTRACT

In 2023, life insurance premiums are projected to decline by 5.4% compared
to 2022, reaching 125.5 trillion KRW due to the base effect. Non-life
insurance premiums are expected to grow by 4.4%, amounting to 125.4
trillion KRW, primarily driven by long-term and general non-life
insurance. Insurers have experienced divergent trends in growth,
profitability, and solvency since 2020, which are expected to continue
under economic uncertainties, intensified sales competition, and
accounting standard change.

1. Business Environment

While advanced countries recently reported higher—than—expected growth rates
centered on the recovery of service sectors and labor markets, economic
uncertainty is persistent due to core inflation pressures and contractionary monetary
policy. In addition, ongoing concerns could intensify economic uncertainty, including
U.S.-China disputes, potential downside risks from China’s real estate crisis, and
the Russia—Ukraine War.

The recovered stock prices, weakened dollars, and rising long—term interest rates
imply that the financial conditions have improved based on the expectation of a
pivot in monetary policy. However, it is hard to ensure that such favorable financial
environments will continue as core inflation remains high under circumstances
where inflation needs to slow down.
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Meanwhile, large insurance companies in Korea are competing to secure market
share after Covid-19. In the first quarter of 2023, the market shares by initial
premiums have markedly expanded for the three largest life insurance companies
and the five largest non-life ones. In the following section, we revised our 2023
forecast announced last October, considering changes in the economic, financial,
and sales environment.

2. Insurance Premiums Forecast

In 2023, initial premiums of individual life insurance are forecast to decrease by
44.7% compared to 2022, amounting to 14.2 trillion KRW, while those of
long—term non-life insurance are expected to grow by 5.7% to 1.3 trillion KRW.
The marked expansion of initial premiums of individual life insurance in the
second half of 2022 was from the high volume of sales in single premium
savings—type products, but it would not be the case for 2023. In life insurance,
the initial premiums of protection—-type insurance, general savings—type insurance,
and savings—type variable insurance are predicted to decline. On the other hand,
initial premiums of accident and sickness insurance and car insurance are

expected to increase.

In 2023, life insurance premiums are projected to decline by 5.4% compared to
the previous year, amounting to 125.5 trillion KRW due to the base effect. In
detail, protection—type products are expected to experience a growth of 2.0%,
reaching 48.9 trillion KRW. This growth can be attributed to the extended sales
of health and disease policies, despite the contraction in new sales of whole life
insurance products. Premiums of general savings—type insurance are predicted to
decline by 25.0%, reaching 33.9 trillion KRW due to the base effect caused by
the significant growth a year earlier. Savings—type variable insurance is expected
to reduce by 9.6%, reaching 10.2 trillion KRW, with low demand from individual
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investors resulting from the continued volatility in the equity markets.

Non-life insurance premiums are expected to grow by 4.4%, reaching 125.4
trillion KRW, primarily driven by long-term and general non-life insurance. In
detail, the growth rate of long—term non-life insurance premiums is predicted to
be 4.8%, reaching 64.8 trillion KRW, primarily driven by accident insurance and
drivers’ insurance. Auto insurance premiums are forecast to increase by 1.2%,
reaching 21.1 trillion KRW due to premium cuts and expansion of online
channels. General non-life insurance premiums are expected to expand by 7.0%,
reaching 13.7 trillion KRW with the growth of liability, umbrella, and specialty

insurance.

Insurers have experienced divergent growth, profitability, and solvency trends
since 2020, which are expected to continue under economic uncertainties,
intensified sales competition, and accounting standard change. In such
uncertainties, insurers should plan business strategies based on a conservative
scenario considering the increased sensitivity of business performance to
economic and financial variables after the introduction of the new accounting sta
ndard.
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