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A Study on Impact Analysis and Key Performance
Indicators of IFRS17

2023 is the year when a new system is introduced to insurance company financial
statements. Assets were evaluated at IFRS9 and insurance liabilities at IFRS17, so the
volatility of capital and profits was expected to increase. In the past, there were
concerns about insurance companies capital shortage and worsening profitability
due to low interest rates, but now, due to rising interest rates and system changes,
insurance companies capital shortage is expected to be resolved and profits to

increase compared to previous years.

For European insurance companies, the impact on financial status, including capital
and profits, due to the introduction of IFRS17 is not significantly different before
and after the introduction of the system. Shareholder capital decreased slightly due
to an increase in insurance liabilities including contract service margins, but
considering that contract service margins are converted to profits in the future,

there is no significant change in real capital.

Domestic insurance companies significantly increased their capital and profits in
the first quarter of 2023 by applying IFRS9&17 compared to IFRS4. Domestic
insurance companies have seen an increase in investment profits due to the
implementation of IFRS9, but institutional factors such as the high discount rate
used to evaluate liabilities and the extension of the amortization period for new

contract costs appear to play a significant part.

Since these system changes affect capital and profits, changes are expected in key

performance indicators applied to insurance company valuation, new product



profitability analysis, etc.

In the past, embedded value was mainly used as a key performance indicator for
insurance companies, but it is expected to change to focus on CSM. In order to
properly evaluate the value of an insurance company and prepare for future
uncertainties, it is necessary to calculate CSM considering discount rate adjustment

and reflection of the cost of capital method.

Meanwhile, in order to establish a stable system, a self-regulation plan for actuarial
assumptions was presented and the need to improve the discount rate calculation

method was explained.

Although this study has limitations in that it was analyzed only with limited data and
was unable to provide a sufficient explanation for the phenomenon, it is significant
in that it attempted to analyze the impact of the introduction of the system for the

first time and discussed the performance indicators of insurance companies.
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