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® CEO Brief

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

| Survey on Asset Management in the Insurance Industry?)

ABSTRACT

With the introduction of a market-based liability valuation framework,
the role of asset management in insurers has strengthened, shifting
practices from a target-return focus to a liability cash flow-oriented
approach. As interest rates enter a downward phase, advancing ALM
has emerged as the top priority in investment policy formulation.
However, within the risk-return trade—off, managing profitability and
financial soundness in the insurance sector cannot be achieved through
the asset management enhancement alone and requires parallel
changes to the overall business model. In addition, financial authorities
should promote more efficient long—term investments by insurers and
support capital management through liability restructuring.

1. Key Findings of the Survey

With asset management playing an increasingly important role in insurers’ profitability
and financial soundness, Survey on Asset Management in the Insurance Industry was
conducted to review the current practices and overall status. In total, 33 insurance
companies participated in the survey (19 life insurers and 14 non-life insurers),
accounting for 91% of the market in terms of both assets and premiums.

The survey covered the full asset management process: establishing market

assumptions, including the asset management governance framework (organization

1) For detailed survey results, please refer to the appendix

n L]
]( I I Korea Insurance
Research Institute



® CEO Brief

and governance structure); investment policy formulation (strategic asset allocation);

and policy implementation (outsourcing management).
The key findings are summarized as follows:

The Korean economic downturn and increased financial market volatility were
identified as major macroeconomic risks in insurers’ investment strategies, and the
10—year government bond vyield is expected to be slightly lower than the current
level by the end of 2025.

All insurers have established an investment committee and most have appointed a
Chief Investment Officer (CIO), with final authority over investment decisions
resting with the board of directors in life insurers and with the investment

committee and executive management in non-life insurers.

Respondents identified the advancement of ALM as the highest priority in
establishing investment policies, and asset allocation frameworks are shifting from
pursuing preset return targets (target-return—based asset allocation) to considering

liability cash flows (dynamic asset allocation).

Interest rate risk was cited as the most concerning investment risk, while private
credit was viewed as the most promising asset class. Over the next vyear,
allocations are expected to increase in domestic bonds, private credit, infrastructure,

and overseas bonds, although spreads are expected to narrow.

External delegation rate is below 30% for about half of the insurers, and the
reasons for outsourcing are enhancing expertise, improving efficiency, and

separating investment policy formulation and implementation.

ALM capabilities, securing specialized personnel, and strategic asset allocation were
identified as key priorities for enhancing asset management competitiveness in the
insurance industry, while adapting to accounting and capital regulation changes was

cited as the main short—term challenge.
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2. Implications

According to the survey, the introduction of the new market-based liability valuation
framework has strengthened the role and function of asset management in insurers,
prompting an upgrade of their asset management systems. The approach is
evolving toward optimal asset allocation under a medium— to long—term investment
horizon, comprehensively considering income and expenditures and asset-liability

structures.

However, within the risk-return trade—off, the challenges facing the insurance
industry cannot be resolved through asset management enhancement alone and
require parallel changes to the overall business model. In an unfavorable investment
environment marked by low growth and heightened market volatility, the need to
expand long-term bond investments for ALM management has become
unavoidable, weakening the capacity for new investments in risk assets. Although
increasing insurers’ long-term bond holdings supports interest rate risk
management and reduces government funding costs, it can distort long—term rates
and lower liability discount rates, ultimately weakening insurers’ role as long—term
institutional investors. Therefore, efforts must extend beyond asset portfolio
adjustments to include liability portfolio adjustments as well, in order to overcome
the challenges facing the insurance industry.

Financial authorities should promote more efficient long-term investments by

insurers while supporting capital management through liability restructuring.

HeeWoo Park, Research Fellow
hwpark@Kkiri.or.kr

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