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CEO Brief

CEO Brief is a report highlighting key current issues the insurance industry faces.

| 2024 KIRI CEO Survey

ABSTRACT

According to the 2024 KIRI CEO Survey, it is anticipated that the
competition between life and non-life insurers in the health insurance
market will intensify in 2025. Meanwhile, the macroeconomic, financial, and
regulatory environments may remain unfavorable for the insurance industry,
requiring preparations to address these challenges. The survey identified
“sales practices of insurance products” as the most significant factor
negatively impacting consumer trust in the insurance industry. Additionally,
“domestic business focusing on sales competition” was cited as the primary
factor hindering innovation within the industry. Therefore, to enhance
consumer trust and drive innovation, the industry must move beyond
sales—focused competition in a limited market and focus more on
establishing a foundation for long—term growth, which requires a shift in
business models.

Now in its fifth year, the KIRI CEO Survey was conducted to gather insights from
CEOs on the macroeconomic environment, business performance forecasts,
evaluations of the insurance industry, and management strategies. While the Korean
economy shows a gradual recovery with easing high inflation and interest rates this
year, significant uncertainty persists in the macroeconomic and financial
environments due to domestic and international risks. Additionally, financial
authorities have convened an /nsurance Reform Conference to promote
system-wide improvements and identify future growth opportunities within the
insurance sector. This year's survey reached out to 44 insurance company CEOs,
and 34 responded (18 from life insurers and 16 from non-life insurers). The
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response rate was 77%.

Insurance company CEOs foresee a mild recession in the Korean economy in 2025,
with long—term interest rates projected to fall to 2.5-3.0% by the end of the year.
Supporting this outlook, 53% of respondents predicted a slight economic downturn
in 2025, highlighting “political uncertainty in major countries” (25%) and “expanding
household debt” (22%) as primary risk factors. Furthermore, 68% of the respondents
expected the Bank of Korea to begin lowering the base interest rate from the fourth
quarter of 2024. Also, 76% of the respondents predicted a modest decline in
long-term interest rates by the end of next year compared to current levels.

Most CEOs expect their companies’ profits to grow in 2025 by securing stable profit
margins from insurance contracts, although concerns over profitability remain high
for some insurance companies. Indeed, most respondents anticipated an increase in
their companies’ Contractual Service Margin (CSM) for 2024 and 2025. In 2024,
47% anticipated 0-5% growth; 44%, in 2025. Meanwhile, 18% anticipated a profit
decline in 2024, and 12% for 2025, results largely consistent with last year’s survey.

In 2025, 79% of insurance companies plan to maintain their K-ICS ratio (after the
transitional measures) within 151~250%, a lower level than last year's survey.
Compared to last year's survey, the proportion of companies aiming to keep their
K-ICS ratio above 250% dropped from 34% to 18%. These findings may reflect
expectations of weakened solvency due to declining market interest rates.

Insurance company CEOs generally perceive the current levels of consumer trust
and innovation in the insurance industry as insufficient. They identified key factors
affecting consumer trust as the “sales practices of insurance products” (35%),
“claims payment practices” (21%), and “customers’ insurance literacy” (19%).
Additionally, the main barriers to innovation in the industry were reported to be
“domestic business focusing on sales competition” (33%), “lack of autonomy due to
regulations” (32%), and “uncertainty on revenue creation” (17%).

The most effective measure to enhance the reliability of financial information in the

L] L]
]( I I Korea Insurance
Research Institute



insurance industry was identified as “providing practice standards for assumptions”
(25%). This was followed by “improving supervisory reporting and market disclosure”
(17%) and “better communication with the market” (14%), indicating that
market—based regulation was also considered effective.

Insurance company CEOs indicated that the highest priorities in their business
strategies are “channel competitiveness” (30%) and “new product development”
(24%), suggesting that intense sales competition for profit is expected to continue
at least in the short-run. This was followed by “response to IFRS, K-ICS" (19%),
reflecting concerns over profitability and financial soundness due to factors such as
declining interest rates. On the contrary, only a small proportion of CEOs prioritized
long-term initiatives like “advancing to foreign markets” (3%) and “pursuing new
business ventures” (3%).

Over the next 1~2 years, life insurers have chosen “health insurance” (40%) as their
main product strategy, additionally non-life insurers have reported “long-term health
& accident” (46%). This suggests that competition between life and non-life
insurers in the health insurance market is likely to intensify. Compared to last year's
survey results, life insurers reported a 6%p decrease in responses for “whole life
insurance” and a 6%p increase for “annuity and variable insurance” as their product
strategies.

Insurance company CEOs have indicated that their 2025 investment strategies
would focus on reducing market risk and increasing the share of liquid assets,
reflecting the high level of uncertainty in the macroeconomic and financial
environment. Regarding key strategies in investment, responses were ranked as
follows: “decrease in interest risk” (41%), “decrease in credit risk” (20%), and
“increase in the share of liquid assets” (12%).

Similar to previous surveys, the focus on new business areas remains high in
health-related sectors, with “patient/elderly care service” (28%) and “healthcare
service” (28%) receiving the highest responses. This reflects the emphasis on
health insurance as the main product strategy for both life and non-life insurers.
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Notably, the share of responses for “patient/elderly care service” showed the most
significant increase compared to last year, driven by growing social attention to
population aging.

The survey results suggest that competition between life and non-life insurers in
the health insurance market is likely to intensify next year. Simultaneously, the
macroeconomic, financial, and regulatory conditions remain challenging for the
insurance industry, underscoring the need for proactive measures. The most
significant factor affecting consumer trust in the insurance industry was identified
as ‘sales practices of insurance products.” Additionally, the key factor influencing
innovation was “‘domestic business focusing on sales competition.” Therefore, to
enhance consumer trust and foster innovation in the insurance industry, it is crucial
to move beyond sales—driven competition in a limited market and focus on
establishing a foundation for long-term growth and sustainable business models.

Inchang Hwang, Research Fellow
ichwang@xkiri.or.kr
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