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Foreword

The Korean economy is now undergoing the regructuring process
after the economic turmoil of 1997. The Korean government launched a
series of mgor reforms including monetary policy independence of the
centra bank and new regulatory gructures in the financia indugtry. The
government also lifted the foreign ownership cgp of no more than the
fifty percent of Korean companies in order to increase competition,
trangparency, and efficiency.

The insurance indugry is not outsde this reforms. The Korean
insurance market has experienced huge changes over the various isues
including operaion sysems, market dructures, and supervison sysems
in recent years, egecialy after the accesson to the OECD in 1996 and
the financia criss in the end of 1997. Market opening and
liberalization were implemented fager than scheduled during the process
of the accesson. The mgor changes included the introduction of the
broker sysem, the liberalization of reinsurance indudry, the remove of
the ENT (Economic Necessty Ted) sygem, and the alowance of
cross-border transactions.

The Korean government has introduced sudainable measures to
deregulae the insurance market similar to them taken in other financial
areas such as the banking and the security markets snce 1998. The
mgor measures include the remove of entry barriers, the enhancement
of trangparency in the licendng procedures, the introduction of
varigions in minimum paid-in capital, and the liberdization of a
foreign lisison office and the edablishment of insurance related
ingitutions. However, the price liberalization is the mos sgnificant
change in this deregulation process.

These measures have dgnificantly affected the insurers in operating
their business. The insurance companies should have to improve their
service qudity to aurvive in the more competitive environment.



Furthermore, corporae governance and interna control rules require the
inaurers to saisfy consumers needs more than ever before. On the
other hand, the insurers begin to find themselves in the middle of the
financia inditute convergence, which acceleraes competition in the
financia indugry.

The purpose of this book is to medg many requeds for the
information about the rapidly changing Korean insurance indugdry. We
hope this book can serve its purpose to many insurers and invegors
abroad.

I would like to express my appreciation for the endeavor of Dr.
Jachyun Kim, Mrs. Kyong Hee Lee, Mr. Hae Sk Kim, Dr. Se Chang
Jung, Mr. Soon Il Kwon in preparing this book. | also would likely to
thank Mr. Seong Moon Yang for his helpful comments on the integrity
of this book. Thanks mud be extended to Mr. Alex Im who kindly
read this book and gave useful comments.

Thank Y ou.

Park, Sung W ook
Presdent and Chairman

Korea Insurance Development Ingditute
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Country Profile

Formal Name: Republic of Korea.

Short Form: South Korea.

Language: Korean

Capital: Seoul (population of 104 million in 1997)

Other mgor Cities: Pusan, Taegu, Inchon, Kwangu, Tagon, Ulsan

Geography

South Korea is locaed in the southern part of the Korean peninaula,
which is bordered by the Yalu and Tumen Rivers to China to the
North. The other three sides are bounded by sea. To the Ead lies the
Eag Sea (known in the world as the Sea of Jgpan), to the South the
Korean Sraight, and to the Wed the Yellow Sea. The total land area
of the peninaula, including the idands, is 220,847 square kilometers.

South Korea is bounded to the north by the Demilitarized Zone
(DMZ), which separated the country from North Korea (Democratic
People's Republic of Korea) after the Koreen War in 1953. The
territory of the Republic of Korea of which the dze is aout the dze
of Portuga and Hungary accounts for gpproximaey 45 percent of the
tota land area of the Korean peninaula.



Topography

The general character is mountainous or hilly, which accounts for
approximately 70 percent of the land. The principa mountain range
(Teebaek) runs south aong the eas coag bracing out below 37°
laitude and extends toward the south-wed (Sobaek range and Chiri
Massif). The mountains cause the eag coas to be rocky and rugged
while the Weg of the country is flatter down to the coag. Almog al
available land is intendvely cultivaed. The tdled mountain is Mount
Hala a 1,950 meters, a volcanic cone locaed on Chgu Idand. The
longed rivers are the Naktong River, 521 kilometers in length and the
Han River, which flows through Seoul, 514 kilometers in length.

Climate

Korea has a wide variety of climae: cold and dry winter; hot and
humid summer with late monsoon rains. Sporing and autumn are
pleasantly warm and dry. Average temperature of Seoul in January
ranges from -5° C to -25° C; duly, from 225° C to 25° C. Annua
rainfall averages more than 100 centimeters; two-thirds of precipitation
fals between June and September in which the country is regularly
afflicted by typhoons.

L anguage

The official language of the country is Korean. There are no
significant linguigic minorities. It has the same roots as Turkish and
Mongolian but is much influenced by Chinese. Regional diaeds of
Korean are mutually intelligible.



Religion

Religious freedom is guaranteed by the Conditution. With a great
diversity of religious tradition, the main religion is Buddhisn. However,
the influence of Chridianity is dronger in Korea than in any Adan
countries apart from the Philippines.

Government and Palitics

The Congitution of the Eighth Republic was effective in 1998 under
the drong presidency. The preddent is elected for a five-year-term by
direct popular vote. Almogd all of the Naiona Assembly member are
elected by popular vote for four-yearterm and the res is appointed by
the political parties according to a proportiona formula.

Korea has nine provinces and seven provincia-level cities. Provinces
divide into counties and ordinary cities; counties into townships and
towns; townships into villages. While there has been a drong central
government leadership, Korea has witnessed a trend of increasng local
self-government in recent years.

Population and Demographic Trends

Population

The lag census held in 1995 indicated a populaion of 44,608,726
of which three-quarters were urban dwellers. The populaion densty is
437.7 people per sguare kilometer which makes Korea exhibit the third
highes population dengity in the world after Taiwan and Bangladesh.



The rate of population growth has declined in recent years, from a
high of amog 3 percent two decades ago to 0.98 percent in 1997.
This is a reault of successful family planning programs and marriages
a older ages.

A recent demographic trend is a growing gender imbalance, resaulting
from male preference in Korean society. In 1993, 115.6 mae babies
were born for every 100 female babies and there are now over 120
male children under age 4 to every 100 femae children under age 4.
However, the gender imbaance is shifting dightly as the social gaus
of women improves.

The populaion is rdaively young with only 6.5 percent of the
populaion aged 65 or over being supported by over 60 percent of
working age. Korea does not have aging problems that afflicts social
security sysgems of many other developed countries in the world.
However, as the aging problem will be inevitable soon due to the
reducing birth rate and increasing life expectancy.

Life Expectancy

Life expectancy a birth, which was 70.56 years for maes and
78.12 for female in 1997, has improved dramdicaly in the lag five
decades, egpecialy for femaes.

The birth rate is 15.6 per 1,000, the death rete is 5.8 per 1,000 and
inffant mortdity in 1997 was 8 per 1,000, reflecting a remarkable
improvement in hedth condition compared to 115 per thousand in
1950. Nearly all Koreans are provided with public medical insurance
benefits.



Summary Statigics of Population by Age

1986 1992 1996
Age Range |  Number Number Number
(thousand) % (thousand) % (thousand) %
O0to9 7,682 186 6,757 154 6,958 150
10 to 19 8,830 214 8,173 18.7 7,279 157
20 to &4 22,902 556 26473 60.5 29,142 62.8
over 65 1,800 44 2,345 54 3,051 6.5
total 41214 1000 43,748 100.0 46430 1000

Economy

Economic Development

Korean economic success has been phenomenal during the pag three
decades. The average annual growth rate of the Gross Naional Product
(GNP) reached nearly nine percent in real terms, and nomina per
capital GNP grew from USD 87 in 1962 when economic development
planning darted, to over USD ten-thousand in 1996. Smply, grong
leadership of government and condensed invesments on a smal number
of conglomeraes known as "chaebols', which lead in export-oriented
manufacturing, have contributed to this agonishing "tiger" economy.

However, the Korean economy is facing a crucial turning point
today. The rapid economic expanson came to a spectacular end in
1997. The economy collapse began as Korea and the world redized
tha Korean companies were heavily over-indebted and the banking
sydem sudained those unsound companies through ingpproprigte loans.
Egecidly, massve over-invesment had been made in unprofitable
indugries such as the dedl and automobile indudries. Therefore, the



value of the currency and dock market prices collgpsed suddenly,
notwithdanding a USD 57 billion balout from the IMF and an
agreement from the world's banks to reschedule over USD 1000 billion
of private sector debt.

The Korean economy is now undergoing a redructuring process for
indudrial companies as well as the financia sysem. Mgor economic
reforms based on liberaization of the economy are implemented to
increase competition and efficiency. The Korean government launched a
series of mgor reforms including monetary policy independence for the
centra bank, new dructures for the regulaion of the financia indugry,
and the lifting of the fifty percent foreign ownership limit on Korean
companies. However, increasng number of corporae bankruptcies, bank
failures, unemployment were inevitable for the Koreans.

In 2000, after the painful redructuring processes, the Korean
government declared "graduation from the IMF bail-out”. Although the
economic €gns appear to be postive, the country gill has many
obgacles to overcome the current economic recesson. Many regard the
successful  financial sysem reform as a key in reviving the Korean
economy.

Economic Indicators
Gross Domestic Products

Nominal GDP figures and growth rae of GDP for the 1990s are
shown in the figure on page 7. In fad, as a rewult of the current
economic crisis the read GDP recorded a -7.9 percent increase in 1998
but surged to 10.7 percent in 1999, regectively. It is a dgn of
economy recovery, mainly due to rising exports.



Gross Domestic Product and Growth rate (KRW trillion)
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Current Account Balance

The current account balance had been chronically in the red until
recent years, mainly due to the economy depending heavily on raw
maerial imports. Recently, however, it turned into postive because of
risng exports, bolgered by semiconductors, computers and
communicaion equipments. The account balance in US Dollars for the
1990s is shown in the graph below.

Current Account Balance (USD billion)

14 04 !
000 ¢}
14 0D
an o1 92 43 b4 95 be w7 o4 EL

Source: National Satistical Office



- 10 -

I nflation

Annua consumer price index (CPI) for the 1990s is shown in the
graph below. The CPlI increased relaively high in 1998, as the
depreciation of the Won affected the prices of imported goods and
commodities.

Consumer Price Index (CPI, 1990=100)
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Interest Rate

Traditionally, Korea has shown relatively high interet rates because
of the gap between supply and demand of invesment. However, the
Korean economy currently experiences low intered rates. One of mgor
reasons is the government interruption to release interes burden from
the financia and indudrial sectors. Intered retes are not expected to
increase in the near future.
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Overnight Call Rate (%)

1&.0

16.0
14.00 |
12.0 |

11,0
8.0
]
4.0
2.0

0.0

L ]
b

g0 g1 92 93 R 25 L o7 Q8 29

Source: The Bank of Korea

Exchange Rate

The exchange rate skyrocketed when the economic criss hit the
Korean economy. At the peak of economic turmoil in late 1997 the
exchange rdae increased to more than twice of the rae of 1996.
However, the high exchange rate booged export, thereby helping the
Korean economy recover. The exchange rae has become much more
dabilized today .

KRW / USD Exchange Rate
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Employment

The percent of the working populaion unemployed over the lag 10
years is shown in the following figure. Unemployment has increased
dramatically in 1998 as a rewult of bankruptcies, indudrial regructuring
and labor law reform. In 1999 the unemployment rae decreased as the
economic condition improved.

Unemployment Rate (%)
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Stock Price

Sock market failure is another symptom of the current economic
trouble. As one of the deregulaions following the economic criss, the
government allowed foreigners to acquire more than fifty percent of the
ownership of a Korean company in order to sugain the gock market.
Nonetheless, the gock value has decreased by more than haf in 2000.
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M arket Environments
Overview

The Korean insurance market has experienced huge changes in
various iswes including operaion sydems, marke dructures, and
upervison sygems in recent years, egecialy due to the financia crisis
in the end of 1997. In the process of reform, insurance companies
confronted a wide variety of difficulties such as overwhelming lapses,
short liquidities, and gaggering deficits.

Fortunately, the insurance indugry recovered from the recession in
1999, due to the improved naional economic gaus and uccessful
insurance indugry reform.

The per cgpita insurance premium, which represents insurance densty,
amounted to KRW 1,306,223 (USD 1,023) as of 1999, ranking 22nd
highes in the world, while totd insurance premiums reached KRW
61,207 billion (USD 47.9 hillion), ranking 7th larget in the world.
However, total insurance premium  dropped dggnificantly in 1998,

mainly due to a severe recesson in wake of the financial criss.

Insurance Density: Premiums per capita

1997 1998 1999
Life |Non-life| Total | Life |Non-life| Total | Life |Non-life| Total

KRW(000)| 1,064 | 355 |1,419| 999 | 307 |1306| 998| 308 | 1,306

usb 929| 303 |1232| 769| 265 |1034| 761| 262 |1,023

Sources: 1) Nationad Satidics Office, Koreen Saigics Yearbook, various ises.
2) Swiss Re, Sigma, various issues.

unit
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Expenditure for insurance as the percent of persona income, which
represents insurance penetration, reached 11.3 percent in 1999, ranking
4th highes in the world after South Africa (16.5 percent), UK. (134
percent), and Switzerland (12.8 percent). The high insurance peneraion
rade in Korea was dtributed to the brisk sdes of savingstype life

insurance policies.

Insurance Penetration: Premiums in percent of GDP

(%)

1997 1998 1999
Life |Non-life| Total | Life |Non-life] Total | Life |Non-life] Total

Korea | 11.6 38| 154 | 103 36| 139 84 29| 113

World | 4.2 31| 73 43 3.0 7.3 46 30 7.6

Source: Swiss Re, Sigma, various isaues.

Life insurance subscription ratio of household for the conventional
life insurance companies has increased congantly since the 1980s, and
recorded over 80 percent in 2000. It is lower than the 93 percent of
Japan but higher than the 76 percent of the United Sates. However, in
the case of conddering the mutual sector such as pog office and
agricultural association, the rae had risen from 57.8 percent in FY
1994 to 73.7 percent in FY 1997 and further up to 86.2 percent in
2000. If these raes continue to grow, the tota life insurance
subscription ratio in - Korea will be close to those of the more

developed countries soon.
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Life Insurance Subscription Ratio: Per Household

(%)

1082 | 1985 | 1988 | 1991 | 1994 | 1997 | 2000

Private Life Insurance| 266 | 324 | 328 | 37.8 | 50.9 | 692 | 819

Mutual by Pog Office - 12 2.8 3.2 2.9 4.1 6.4
M Agricul
uwdl by Agriadturd |, g 53 24| 72| 79 99
Association
Total 275 | 345 | 364 | 403 | 578 | 737 | 86.2

Source: Korea Life Insurance Associaion, Consumers' Survey, various isses.

Trends in Subscription Rate per Household(Life Insurance)
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Total Premium Incomes and Assets

The volume of insurance business in Korea showed a harp increase
for the pag thirty-five years. However, the Korean insurance indugry
was depresed by the effects of the financial criss of 1997 and its

total insurance premium incomes fell by 7.1 percent in FY 1998.
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This was the fird drop in premiums since 1980s. It was mainly
caused by a sharp 12.7 percent in non-life insurance business in FY
1998, while there was only a 5.2 percent decrease in the life insurance
sector. The main reason for the non-life insurance business decline was
the catagrophic falure of the guaranty insurance market and increased
lapse in long-term policies.

After overcoming the severe recession, the Korean insurance indugry
gradually regained its pag growth rates. The insurance companies wrote
KRW 61,207 billion in premiums in FY 1999, an increase of 0.9
percent compared to the previous year.

Among the total premium incomes, the life insurance companies
wrote KRW 46,755 billion, while the non-life insurance companies
wrote KRW 14,452 billion in FY 1999. Their premium incomes
increased by 0.8 percent and 14 percent compared to the previous

year, regectively.
Premium Income
(KRW hbillion, %)

1995 1996 1997 1998 1999
Lite 35,288 38,163 48,956 46,390 46,755
(27.2) (8.2) (28.3) (-5.2) (0.8)
. 10,924 13,466 16,318 14,254 14,452

Non-Life

(314) (23.3) (212) (-12.7) (14)
Total 46,212 51,629 65,274 60,644 61,207
(28.1) (117) (26.4) (-7.7) (0.9)

Note: round brackets indicate the growth rate compared to the previous year.
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Trends in Total Premium Incomes
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Total asses of the insurance indudry in Korea have increased
continuoudy since 1980s and reached KRW 136,766 billion in FY
1999. Largely affected by the economic recovery, FY 1999 was marked
by a sharp 19.2 percent increase in assts both in life insurance and

non-life insurance business.

Total Assets
(KRW billion, %)

1995 1996 1997 1998 1999
Life 69,677 83,289 90,921 92,298 110,295
(20.8) (19.5) (9.2) (1.5) (19.5)
) 12,711 16,228 19,944 22,430 26471

Non-Life

(32.6) (27.7) (22.9) (12.5) (18.0)
Total 82,388 99,517 110,845 114,728 136,766
(22.5) (20.8) (114) (3.5) (19.2)

Note: Figures in the round brackets indicate the growth rate compared to the
previous year.
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Trends in Total Assets
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Market Structure

The number of Korean insurance companies increased abruptly from
twenty-three to forty-six due to the liberalization in the 1990s. As the
entry barriers were lowered, many new entrants including local
companies, joint-ventures, and foreign companies entered the Korean
insurance market and total market players numbered fifty in FY 1997.

However, the financial crisis of 1997 forced supervisory authorities
to redructure those insurance companies in order to regain the
confidence of the market. Snce the reform of the life insurance
indugry began in FY 1998, busness rights of four life insurance
companies have been withdrawvn and six companies have been sold off
because of their poor performances. As a rexult, the tota number of
life insurance companies decreased to twenty-three during the period.

Looking a the non-life inwrance indugry, Korea Guarantee
Insurance Co. and Hankuk Fidelity and Surety Co. merged into Seoul

Guarantee Insurance Co. in 1998. A branch of Royal & Qun Alliance
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darted business in 2000. Therefore, the number of non-life insurance
companies in the market did not change.

In summary, eleven insurance companies disappeared and a foreign
branch entered the market since 1997. Thereby, forty insurance
companies operaed in the market in the end of December 2000:
twenty-three life insurers and seventeen non-life insurers, including a

guarantee insurance company and a reinsurance company.

Number of Insurance Companies

Classification 1988 1990 1991 1997 1998 2000
Domegic 6 20 20 21 18 14

Life Joint-Ventures 0 5 6 7 6 2
Foreign 2 4 4 5 5 7

Qb Tota 8 29 30 33 29 23

Non- Domegtic 13 14 14 14 13 13
Life Foreign 2 2 2 3 3 4
Qb Total 15 16 16 17 16 17

Total 23 45 46 50 45 40

Note: the end of the year basis

During the marke opening in the 1990s, the number of foreign
subsidiaries, branches, and joint-ventures operaing in Korea has
increased from four to thirteen.

In addition, with the acquistion of Fird Life Insurance Co. by
Allianz Group, the market share of foreign companies rose by 2.7
percent in FY 1999. Tota insurance premium incomes of these
exparige companies amounted to KRW 2441 billion in FY 1999,

which accounted for 4.35 percent of the total insurance premium in
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Korea.

Degpite their amall dzes, the foreign life insurance companies
operate profitably and gably in Korea. While mog domedic insurers
auffered from the shrink of premium incomes and the shortage of
liquidities in the late 1990s, their foreign counterparts market share

increased in the Korea's inurance market.

Foreign Insurers’ Premium Income

(KRW hillion, %)

1998 1999

Life |Non-Life| Total Life [Non-Life| Total
Foreign 470 44 514 | 1,953 53 | 2,006
(101) | (0.31) | (0.85) | (4.68) | (0.36) | (3.58)
Joint-Ventures 1,880 ) 1,880 435 ) 435
(4.05) (3.10) | (1.05) (0.77)
Total 2,350 44 | 2,394 | 2,388 53 | 2441
(5.06) | (0.31) | (395 | (5.73) | (0.36) | (4.35)

Note: round brackets indicate the market share in terms of premium incomes.

On the other hand, the Korean insurance market has been
concentrated more dgnificantly during the financiad crisis, egecidly
driven by the “flight to quality" phenomenon. The concentraion is
more evident in the life insurance market than in the non-life insurance
market.

In the life insurance market, the three leading companies account for
80.6 percent of total market premiums, while the three leading
companies have 54.8 percent of total market premiums in the non-life
insurance indugry. Considering the top-five, the figures increase to 86.3

percent and 75.2 percent, regpectively.
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Moreover, the market concentration is not expected to sop as long

as the redructuring process continues. In particular, the implementaion

of the partial depost insurance sysem, which is scheduled in 2001,

will force policyholders to seek large insurance companies and peed

up the market concentration.

Market Concentration(As of the end of October 2000)

(%)
Life Insurance Business
Ranking Company Name Market Share
1 Samaung Life Insurance Co. 420
2 Kyobo Life Insurance Co. 20.8
3 Korea Life Insurance Co. 17.8
4 Allianz Firg Life Insurance Co. 3.3
5 Hungkuk Life Insurance Co. 3.0
Market Share of Top Three : 80.6
Market Share of Top Five : 86.8
Non-Life Insurance Business
Ranking Company Name Market Share
1 Samsaung Fire & Marine Insurance Co. 274
2 Hyundai Marine & Fire Insurance Co. 14.1
3 Dongbu Fire & Marinelnsurance Co. 13.3
4 LG Fire & Marinelnsurance Co. 128
5 Oriental Fire & Marine Insurance Co. 7.6

Market Share of Top Three : 54.8
Market Share of Top Five : 75.2
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Concentration of Total Insurance Premiums

March, 1981 Cictaber, 2000

others (38.7%) others {25, 5%)

top 3 [61,3%) top 3 (74.5%)

Savings by Financial Services Sector

In Korea, tota volume of savings by the financid inditutes
including banks, securities, and insurers reached KRW 1,002 trillion in
FY 1999. During the mid-1990s, the proportion of insurance indugries
has not changed a about 11 percent since 1990s, while the proportions
of bank's deposits and securities have increased by 9.4 percent points
and 84 percent points, respectively.

Egpecidly, the proportion of equities increased significantly from 8.1
percent in FY 1995 to 14.1 percent in FY 1999, while invegment trug
becomes more important in the non-depository sector, accounting for
19.9 percent of the totd savings in FY 1999. This implies that the
preference of financial consumers has been moving to invesment-linked

produdts.
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Trends in Savings by Financial Services Sector

(KRW hillion, %)

1995 1996 1997 1998 1999

116,122 138,637 166,106 217,075 | 280,900

Bank's Deposits (18.6) (18.2) (19.3) (23.9) (28.0)

Certificate of 28372 | 31,175 | 26066 | 16,178 | 15755
Deposits (4.5) 4.1) (30) (18) (16)

177,801 | 213,794 241,600 291,664 368,855

Securities 284) | (280 (81| (31| (368
couities | S0S6L| 55630 | 58788 | 72260 | 140859
8.1) (7.3) 6.9) 80) | (14.)

race 68611 | 83424 | 96984 | 96654 | 107,051
(110) | (110 |  (113)| (106) | (107)

Others 364,894 | 444,962 | 498354 | 558307 | 501913

(37.5) (38.6) (38.3) (316) (22.9)
Investment | 61860 | 69417 | 85028 | 203,904 | 199,104
Trugt (9.9) (9.1) (9.9) (22.5) (19.9)

Totd 625380 | 761231 | 859,164 | 908,091 | 1,001,797
(1000) |  (1000) | (1000) | (1000) |  (100.0)

Note: Figures in round brackets indicate the proportion of the total.
Source: Minigry of Finance & Economy, Financial Statistics Bulletin, 2nd
quarter, 2000.

The Share of Savings by Financial Sector(1999)

co
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Regulations

Insurance Business Law and Related Laws

Insurance relaed laws in Korea are the Insurance Business Law and
its enforcement regulations. The Law was promulgaed on 15 January
1962 and amended in 1971, 1977, 1980 1988, 1994, 1995, 1997, 1998,
1999, and 2000.

In 1977, insurance relaed laws were consolidated into the Insurance
Business Law. The Insurance Busness Law consds of adminidrative
supervison regulations for the privae insurance indudry, regulaions on
the organization and busness activities of persons conducting insurance
business, insurance soliciting, and other insurance relaed matters.

For the lag three years, 1998 through 2000, Korean insurance
market changed fag from a highly regulated market to a relaively free
market. The Insurance Busness Law have been amended fourteen times
since 1980; seven times since 1998. All these changes focused on the
deregulaion and reform of the insurance indudry and were accelerated
by repidly changing environments, especiadly after the financia criss in
1997. It was to cope with globaizaion and financia convergence,
which were the key factors in underganding financial market trend.

The Financia Supervisory Commisson (FSC) was edablished in
1998. The Financial Supervisory Services (FSS) was aso edablished as
an executive arm of the FSC in 1999. In fact, the FSS replaced three
supervisory bodies that used to regulae the banking, insurance, and
securities indudries.

In 2000, Laws and regulations alowed al types of financia



- 29 -

ingitutions to form busness alliances to move into so-caled "non-core
busness" of other financia inditutions. The non-core insurance
businesses include developing insurance products, determining premium
raes, hedth checkups, automaic premium transferring, and loss
assessnent. It was the fird gep toward a full convergence of financial
ingitutions in Korea.

Also, financial holding company was introduced by the Minigry of
Finance and Economy (MOFE) and the FSC. A financial holding
company can have a pyramid-shaped ownership dructure whereby
subsidiaries of financial holding companies are also permitted to own

their own subsidiaries.

Insurance Supervisory Authorities

In recent years, the man regonghilities for insurance regulaion
have <hifted from the MOFE to FSC. Until 1997, the regulaory
authorities in Korea were the MOFE and the Insurance Supervisory
Board (ISB) tha conducted a routine supervison of the insurance
indugry. However, the authority of the MOFE was reduced to the
edablishing and modifying of insurance policies and relaed laws, and
the ISB merged into the FSS as an insurance divison in 1998.

The respongbilities of FSC, in relation to insurance, include:

» Enactment and amendment of regulaions concerning supervision
of the insurance companies,

» Authorization of the operation of insurance ingitutions,

* Ingpection and sanction of insurance inditutions.

Under the guidance of the FSC, the functions of the FSS include:
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» Qupport towards the FSC's regulaory functions,
* Ingpection of operaions and financial datus of the insurance
inditutions,

» Arbitration of insurance related conflicts

Compulsory Insurance

Insurance is compulsory for the following business lines of non-life:
« Third Party Liability for motor vehicle, gas accident, sports, and
recregtiona facilities, and ferry,
+ Fire insurance for specified types of buildings such as hospitals,
hotels, and gpartment blocks,
» Nuclear energy risks,
» Worker's compensaion,
+ D&O (Director and Officer's) ligbility
There are no compulsory insurances in life and benefits, other than

the national penson and medica schemes.

Deregulation

Premium Rate Liberalization

Non-life insurers should follow tariff raes caculaed by the Korean
Insurance Development Ingitute (KIDI) and enforced by the FSC (the
MOFE before 1998). The only non-tariff rate line was Package All
Riks (PAR) which was also called Indudrial All Risks. The rae of
PAR was generdly determined a globally competitive levels.
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However, the KIDI's rates driven regime has been undergoing a
gradua process of liberadization. The KIDI provides only risk-premium
(net premium) rates for auto and general insurance products nowadays.
In fact, non-life insurers are scheduled to quote KIDI's risk-premium on
a banded basis until 2002. They have determined their own expense
loadings since April, 2000, therefore, KIDI's rates will become reference
raes, not compulsory, after 2001.

On the other hand, no tariffs goply to life insurance and long-term
products of non-life insurance. The banded basis premium rating sygem
with maxima and minima assumptions applying for life insurance was
abolished in April, 2000. The life insurers are to cdculae their own

raes including interest raes, expense loadings, and mortality/morbidity.

Rate Liberalization

Non-life (savingstype line excluded) Range
Personal line KIDI Rate £ 15%
General Commercia line KIDI Rate £ 30%
Cross-border Applied KIDI Rate £ 30%
Private Use KIDI Rate £ 6%
Auto Business Use KIDI Rate £ 10%
Commercial Use KIDI Rate £ 20%

Note: 1. KIDI rae is a rik-premium rate which does not include
expense loadings.
2. After March 2002, KIDI rate will not be compulsory.

Products Filing

The FSS drictly regulated al insurance products to be sold after
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giving prior approva for it. However, the approval sysgem on insurance
products was aandoned as a pat of deregulation measures to promote
autonomy of the insurance business in 1993. The regulaion on
insurance products has been converted to classifying insurance products
into three categories: "File and Use", "Use and File", and "No File".

"File and Us" products are to be filed with the FSS in the case of
insurance products having a subgantial influence on the naional
economy such as auto insurance. Such products are deemed approved
on the dae 20 days after the dae of filing.

"Use and File" products are to be approved automaticaly through
their filing with the FSS within 15 days (non-life) or 3 months (life)
after the sale of products.

Products of which the contents are the same as products tha are
aready agoproved by the FSS and being sold by other insurance
companies have been gipulated to be sold freely as "No File" product.

Focus on Financial Strength

Solvency Margin Test and Reserve Valuation Standard

The insurance supervisory authorities gradualy drengthened their
prudential regulaions. All the life and non-life insurance companies
mug saidy the newly edablished gdautory solvency test. Today, any
insurer, which fails to meet a hundred percent solvency margin ratio
and a cetain level of CAMELS rating, will be automatically given
Prompt Corrective Actions.
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Solvency Margin Test and Prompt Corrective Action

Solvency

Classfication Margin Test

Prompt Corrective Action

Normal more than 100% -

50% ~ 100%

Management Improvement
Recommendation

Abnormal 0% ~ 50%

Management Improvement
Requirement

below 0% Management Improvement Order

actual solvency margin

Note: Solvency Margin  Ted:

Norma Condition

required solvency margin

>100%,

CAMELS
Classification Quantitative Factors
Capital _
Adequacy Solvency Margin Test
Asset Quality Ratio of weighted non-performing assets,

Ratio of rik-weighted assets to total assets

Management | N/A

Earning indicators:

assets (non-life)

loss ratio, net operating expense ratio, return on invesed

Earnings ratio of death benefits to risk premium, ratio of actual

interes rate (life)

operating expense to expense loadings, ratio of
invegment return on total assets to average assumed

Liquidity Liquidity indicators: liquid asset ratio, cash flow ratio

Note: CAMELS considers quditative factors as well
factors.

as quantitative



- 34 -

These actions include operation suspension, liquidaion or merger
through a three-dep process of recommendations, requirements, and
final orders to either sugpend operaions or to implement a more
rigorous redructuring program. The FSC has ordered eleven life
companies to sugpend their operations or to transfer their portfolios
snce 1998.

In addition, the Sandard Vauation of life policy reserves was
introduced with the liberalization of assumed interes raes. Its purpose
is to prevent the inadequacy of policy reserves of life insurers. It
asdgns the celling of intered rates, which discount the reserves to
cover al clams in the event of accidents. The life insurers aandoned
the Cash Surrender Value Reserve Mehod in 1997 and has complied

with the Na& Premium Reserve Mehod since then.

Investment and Forward Looking Criteria

Other important measures taken to improve the soundness of insurers
are the progressve drengthening of assat classification gandards and
provisoning requirements, culminaing in the introduction of the
Forward-Looking Criteria (FLC) in 1999. Under the new dandards,
insurance companies have to classfy assds based on the cusomers
future, not present, cepacity to pay. They have thus far valued assets
based on a backward-looking sygem, which takes into account the

cusomers pad record of debt service.
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Asset Quality: Forward Looking Criteria

FLC Minimum
Allowances
Normal No risk of jeopardizing collection 0.5% of
- loan arrears by less than 1 month Book Value
Potential weakness
Precautionary |- loan arrears by 1 month through 3 2% of
ay Y g Book Value
months
Consderable risk of jeopardizing 20% of
Subgtandard | collection
Book Value
- loan arrears by no less than 3 months
_— . . . . 75% of
Doubtful Significant risk of jeopardizing collection Book Value
Estimated . . . . . 100% of
loss Serious risk of jeopardizing collection Book Value

The insurance supervisory authorities have maintained the postive
and quanttitaive agpproaches to invedments of an inuurer so tha
maximum or minimum ratios of various invesments to tota assets are
st by the supervisory authorities. Each insurer should comply with
these ratios. However, the degrees of quantitative redrictions on
invesments and the limits on the range of invegments have been
dleviged. For example, the available invedments without any
redrictions increased from 2 percent to 5 percent of total assas. For
the equity invesments, 40 percent of total assets is adlowed while the
previous level was 30 percent. However, there is no limit on debt

invesment.
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Limit on Investments of Insurance Companies

Limited Ratios to

k
Type of Investment Total Assets Remarks
- unliged gocks :

o h

Stocks 40% !ImltEd, to t. ©
Insurer's  equity
capital

Bonds unlimited

Real Edate 15%

Currengy, securities, real edate 10%

of foreign country

Securities of

- dfiliated groups 2%

- same affiliated group 5%

- same company 10% .

- small and medium size company 1% - excluding venture
capitalids

Loan to non-policyholders 40%

Loan to

- single person 3%

- dfiliated groups 2%

- same affiliated group 5%

- large means

Large loan 20% more than 1% of
total assets

Futures Trading 3%

Enhanced Transparency

Accounting and Reporting
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In recognition of the interdependency between corporae and
financial sectors, the supervisory authorities implemented corporae
sector reform in tandem with financial sector reform. On the financia
side, the FSC has adopted internaional beg-practices in accounting and
disclosure dandards and drengthened the pendties and sanctions
enforced againg ingppropriate accounting practices in order to protect
the rights of market participants.

On the corporate side, the FSC have focused on three key areas in
order to enhance overal management trangparency: drengthening the
role of the board of directors in companies, ending intra-group
transactions tha decrease vadue for shareholders, and defining more
clearly the roles of government, shareholder litigation, and market
forces in enforcing shareholder's rights.

Insurance indudry traditionally followed the Sautory Accounting
Practices (K-SAP) for regulaors. There were not any insurance-relaed
accounting principles in  K-GAAP (Korean Generdly Accepted
Accounting Principles) itself for invesors and then, in so far as the
insurance indudry, K-SAP also represented K-GAAP. However, the FSC
revised K-GAAP, in line with internationa beg-practices, in order to
sdtle the functions of market evaluation and market surveillance of
corporate management and s& up new accounting principles for the
insurance indudry or Insurance-specific Working Rules of Accounting in
1998. However, a dichotomy regime of insurance accounting, K-GAAP
and K-SAP, has been formulaed, with the working rules influenced
grealy the K-SAP. It is then difficult to diginguish the K-SAP from
the working rules of K-GAAP. For example, the working rules adopted

the amortization of insurance contract acquisition cods (new business
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cods) and the K-SAP followed it. Acquigtion cog is not a period cod
any longer.

Both principles value assets a market and classfy securities by
holding period, such as trading-for-sale securities and long-term
invesment securities. They make it compulsory for the insurers to
classfy account receivables such as normal, precautionary, subgtandard,
doubtful, and egimaed loss, based on the debtors future capacity to
pay. The principles aso require insurers accumulae minimum
allowances progressively by the classificaion for bad debt accounts. In
addition, they introduce the additional reserve sysem with premium
deficiency expected in life insurance, and make the contingency reserve
compulsory in non-life insurance to prevent profit manipulaion. By the
way, a separde (or gpecial) accounting sydem applies to penson
products (corporate and individua) and long-term policies of non-life
insurance.

Every insurer mug submit an annual report to the FSC within three
months of the balance date ending on 31 March and a quarterly report
within two months of every quarter ending on 30 June, 31 September,
and 31 December. In addition, on a monthly basis (no laer than the
end of the following month), each insurer mugs provide detailed
daements of asset utilization (invegment), baance sheet, and summary

of bugness.

Lifted Entrance Barriers

An entity tha intends to engage in the insurance business should

obtain a license from the FSC, and the persons dligible to obtain such
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a license are limited to gock companies, mutual companies, and foreign
insurers. No insurance business is alowed to commence unless it has &
leas KRW 30 billion or more in paid-in-capital or foundation funds. In
the case of conducting insurance business as a single line insurer,
KRW 10 or 20 billion is to be paid-in depending on the type of the
insurance line. An insurer should depost funds in the FSS for the
protection of policyholders. The deposit fund should be 30 percent of
the paid-in capital or the foundaion fund prior to commencing its
business.

In the case of a foreign branch office garting an insurance busness
in Korea, the foreign insurer should also operae insurance business in
its home country. It chould retain a leax KRW 3 billion in
paid-in-capital and deposit adequate protection in accordance with the

requirements mentioned above.

Corporate Governance

An insurer with total asses of a leas KRW 2 trillion as of the
end of the laed fiscal year mug agppoint outsde directors to its board
of directors (BOD). The number of outsde directors should be 50
percent or more of the total number of directors and a leas three of
outside directors mug be seated on the BOD.

An insurer in quegion mud edablish an audit committee of which
two-thirds of the total humber should be comprised of outsde directors.
The insurer mug appoint a compliance officer through the resolution of
BOD and regpond faithfully to the informaion requesed by the

compliance officer conducting his or her duty.
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Balance Sheet

Total assts of life insurance companies in FY 1999 amounted to
KRW 110,295 bhillion, which increased by 19.2 percent over the
previous year. This growth is atributed to the increase in policy
reserves, the public funds brought in by the Korean government's
regructuring program, and the additions to separate account assets.

A sset Portfolio in Fiscal 1999

Hon Cpetating
AEsEE

9.5%

Separale Accound

Bonds

2 153%
Real Estate -

B
Inwzsbment
Funds

3
Srocurilies 128

od Ne

200 {thers

Cash & Depsosal L
A%

Assgs of life insurance companies are largely composed of financia
ingruments such as gocks, bonds, loans, and real edae. About 40
percent of life insurer assets were held in securities in FY 1999. The
invesments in securities amounted to KRW 32,301 billion in FY 1998
and KRW 44,946 bhillion in FY 1999, regpectively. They were an
increase of 37.6 percent and 39.1 percent in each year and much
higher than a 9.8 percent rise in FY 1997. This significant increase can
be explained by the gock market recovery after the economic crisis.
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Loans accounted for 384 and 32.0 percent of tota assets in FY
1998 and 1999, regpectively. Holdings of loans have sharply decreased
since FY 1998.

The reason for the significant increase of non-operaing assets in FY
1998 can be explained by the fact tha the unamortized acquisition cog
was dlocaed in non-operating assets by the revison of the accounting
regulaion. Separae account assets and liabilities meaning the assets and
ligbilities, respectively, were creaed by the selling of occupational
pensions introduced on April, 1999.

Insurance Contracts Trend

Premium income written by the new business contracts in FY 1999
amounted to KRW 265,619 hillion, a decrease of 9.9 percent over the
previous year. The decrease is caused by the mgor companies, nat by
the new entrants of which premium income increased by 11.8 percent
over the previous year.)

The amount of lgpses and surrenders decreased from KRW 251,536
billion in FY 1998 to KRW 178,557 billion in FY 1999. This decline
can be explained by the low intered rae, the growth of householder
earnings, and the maintenance-oriented draiegy of insurance companies.
However, the maintenance rate varies consderably between the mgor
companies and the new entrants. The later shows dgnificantly higher
maintenance rate than the former.

Business in force represents al the exiging and new policies
excluding those tha have been terminaed owing to maurities, lapses,

1) The Korean life insurance companies can be classified into two groups: the
mgor companies and the new entrants. The mgor includes the largest six
companies: KOREA, FIRST, SAMSUNG, HUNGKUK, KYOBO, and
DONGAH.
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(KRW hillion)
Classification FY'95 | FY'96 | FY'97 | FY'98 | FY'99
A sset
: 9586 | 13,117 | 13,584 6,507 5,222
Cash & Deposit (138) | (157) | (136) | (7.0)| (47
" 19,202 | 21387 | 23480 | 32,301 | 44,946
Securities 278) | @5.7) | (258 | (B.0)| (40.8)
8,941 | 10,155 9,195 5361 8,965
Stocks (136) | (122)| (10| (8| @)
9601 | 10,875 | 13,703 7,622 | 16,888
Bonds (28 (31| (1) | (83 (153
Invesment Funds 1(7152;% 1(513234{3;
659 357 581 2,095 3,846
Others 09 | 04| 08| @3 (35
31581 | 38228 | 41770 | 35427 | 35,346
Loans (453) | (45.9) | (472) | (384)| (320)
5,116 6,007 7,348 8,644 9,618
Red Edae (73| (72)| ()| (©4 (67
- 4192 | 4550 | 4,740 | 9419 10441
Separate Account Assets 4<Z23§
Total Asset 69,677 | 83,289 | 90,921 | 92,298 | 110,295
Liabilities

Policy Reserve 68,658 | 82,535 | 90,592 | 95,062 | 99,917

Policyholders
Equity Ad ugment -34 2,692
Other Liabilities 1,298 1,652 1,947 2,189 3,199
Separate Account Liabilities - - - - 4722
Total Liabilities 69,976 | 84,216 | 92,565 | 97,217 | 110,531

Stockholder's Equities

Capital Stock 788 | 1041| 1,188 | 1425| 5527
Capital Qurplus 164 164 166 166 329
Retained Earnings -1,268 | -2,143 | -3,004 | -6,256 | -6,724
Capital Ad ugtment - - - -254 633
Total Shareholder's Equity -299 -927 | -1,644 | -4,919 -235

Note: The figures in parentheses indicate percent of share.
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and arrenders. Business in force amounted to KRW 7,019,327 billion
in FY 1999, an increase of 13.7 percent over the previous year. Snce
the rate of lgpses and surrenders decreased sharply, busness in force
could increase athough the premium incomes written by the new
business contracts decreased.

Insurance Contracts Trend

(KRW billion, %)

Classification FY'95 FY'96 FY'97 FY'98 FY'99
New Busness 250,923 253,669 281,102 289,135 265,619
(26.9) () (10.8) (2.9 (-9.9
Lapses & 149,775 181,902 221474 251,536 178,577
Surrenders (29.6) (21.5) (21.8) (13.6) (-29.0)
Busness in 428,973 505,751 566,382 610,331 701,933
Force (3L3) (17.9) (12.0) (7.8) (13.7)

Note: The figures in parentheses indicate annual percent change.

Premium Income by Group

Premium income written by life insurance companies increased
deadily until FY 1997. However, the economic criss & the end of
1997 reaulted in a dgnificant decrease of KRW 2,566 billion in FY
1998 compared to the previous year. However, premium income in FY
1999 dightly increased by 0.8 percent over the previous year because
of the economic recovery, increase of insurance demand, and decrease
of lapses and surrenders.

In the process of redructuring the insurance indudry after the
economic crids, four life insurance companies were taken over by
financially sound life insurance companies on Augud, 1998. This
resulted in high market concentration in the life insurance indudry. The
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market share of the mgor companies increased from 75.8 percent in
FY 1997 to 81.7 percent in FY 1998.

Premium Income by Group

(KRW hillion, %)

Classification FY'95 | FY'9% | FY'97| FY'08 FY'99
M or Comparies 25807 | 28550 | 37,127 | 37,898 | 38,920
(73.1) (74.8) (75.8) (817) (83.2)

New Entrants 9,482 9613 | 11,829 8,492 7,836
(26.9) (25.2) (24.2) (18.3) (16.8)

Totd 35288 | 38,163 | 48956 | 46,391 | 46,755
[27.2] [8.1] [28.3] [-5.2] [0.8]

Note: The figures in parentheses and brackets indicate percent of share and
annual percent change, respectively.

Billion
45 000 30%
40,000 . ___ | o5L
35,000 | 20%
i | 15%
20,000 | 0%
15,000 | %
10.000 4 1 0%
5,000 _I _| { 5%
0 -10%

FY'25 F Y96 FY"'a7 F'38 Fy'a9

A Major Companies B New Entrants —ik— Percent Change

Premium Income by Types

Over the pag five years, a remarkable growth has been observed in
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term insurance, egpecialy in FY 1999 due to a high demand of
accident and hedth insurance. However, the premium income of pure
endowment has sharply decreased. The share of pure endowment was
624 percent in FY 1994 when personal annuities were introduced, but
it decreased owing to a high demand for the protection-type insurance
policies and a decrease of new contracts of personal annuities.

Premium Income by Types

(KRW bhillion, %)

Classification FY'95 FY'96 FY'97 FY'98 FY'99
Pure 19,331 18,723 14,526 10,211 9,781
Endowment (54.8) (49.1 (29.7) (22.0) (20.9)
Term 3,243 4,782 6,673 7,925 10,046
Insurance (9.2) (12.5) (13.6) (17.7) (21.5)
Endowment 4,920 4,076 12,065 14,901 11,781
(13.9) (10.7) (24.6) (32.1 (25.2)

Individual 27,494 27,581 33,265 33,038 31,608
Total (77.9) (72.3) (67.9) (71.2) (67.6)
Group 7,794 10,583 15,691 13,353 15,147
(22.1 (27.7) (32.) (28.8) (32.4)

Total 35,288 38,163 48,956 46,391 46,755
[27.2] [8.1] [28.3] [-5.2] [0.8]

Note: The figures in parentheses and brackets indicate percent of share and
annual percent change, respectively.

100%,
80%
BO%
T4
B0%
E0%
40%,
0%
20%
10%

0 -
Fy'95 FY'o6 Fy'a7 Fy o FY'99

B Pura Endowment B Term Insurance OEndowment OGroup
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The growth of the endowment products in FY 1998 was due to the
insurance companies efforts to increase their liquidity levels to make
up for the rapid increase in surrenders during the economic crisis, but
the sdling of the endowment products sharply decreased in FY 1999.

Group insurance deadily grew until FY 1997. Its market share
decreased in FY 1998 because of the busness recession, but it
recovered to the amount before the economic criss in FY 1999.

Expenditures

Claims Paid

Over the lag four years, the amount of clams paid in life
insurance has fluctuated owing to severe changes of surrenders. Claims
paid anounted to KRW 24,545 billion in FY 1996, an increase of 9.6
percent over the previous year. It was KRW 41,176 billion and KRW
45,654 billion in FY 1997 and 1998, regpectively. This dradic increase
was due to a corregponding increase in surrenders during the economic
criss. However, clams pad in FY 1999 dropped by 15.7 percent,
reaching KRW 38,490 billion resulting from a decline of surrenders.

Operating Expenses

Operaing Expenses of life insurance companies are composed of
acquisition expenses. adminidration expenses, and collection expenses.
Operating expenses amounted to KRW 4,906 billion in FY 1998, a
ggnificant decrease of 31.6 percent over the previous year. This was
due to changes in the insurance indugry accounting dandards, which
alowed acquisition expenses to be treated as deferred payments. The
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deferred acquisition expenses were KRW 2,398 billion. The acquistion

expenses accounted for nearly 70 percent of total operaing expenses

including the deferred acquidtion expenses.

Claims Paid and Operating Expenses

(KRW hillion, %)

Classification FY'95 FY '96 FY'97 FY'98 FY'99
Claims Paid 22,404 24,545 41,176 45,654 38,490
(12.3) (9.6) (67.8) (10.9 (-15.7)
Operating 6,419 6,833 7,175 4,906 3,833
Expenses (25.6.) (6.5) (5.0) (-316) (-21.9)
Note: The figures in parentheses indicate annual percent change.
Billfian
50,000 - 80%
45,000 a —
mlm e e w.l
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The operaing expenses in FY 1999 aso decreased by 219 percent
over the previous year. This reduction can be explained by insurance

Fyay

=== Operating Expenses
—@— Percent Change of Operating Expenses

companies efficiency measures and regructuring.

Fyas
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Total Income and Expenditure

Net income (or loss) of insurance companies can be calculaed by a
summaion of the budness reaults of underwriting, invegment, and cther
activities. Whereas loss has been observed in the underwriting and ather
activities, profit has been realized in the invesment activities. Ne&t loss
in the underwriting and other activities, which amounted to KRW 6,836
billion in FY 1999, was greater than the invesment profit, KRW 6,020
billion. Thus, net loss was observed in the insurance indugry.

Total Income and Expenditure

(KRW hillion, %)

Classification | FY'95 | FY'96 | FY'97 | FY'98 | FY'99

Underwriting 35,386 | 38,333 | 49,142 | 48,819 | 41,943

Invesment 6,530 | 7,584 | 9,096 | 10,046 | 10,607

Income Other 43 359 1694 | 4,242 263

Total 41,959 | 45953 | 59,932 | 63,107 | 52,812

Underwriting | 41,745 | 45,585 | 58,156 | 55,602 | 47,830

_ Invesment 724 820 1973 | 6,544 | 4,587
Expenditure

Other 340 405 623 | 4,927 1212

Total 42,809 | 46,810 | 60,752 | 67,073 | 53,629

Underwriting -6,360 | -7,252 | -9,013 | -6,783 | -5,887

Net Balance Invesment 5807 | 6,764 | 7,123 | 3,502 | 6,020

Other -296 -369 1,071 -686 -949

Total -850 -857 -820 | -3,967 -816

Tax 0.6 13 26 543 165

Net Income(loss) -850 -858 -845 | -4,021 -981

However, some of the mgor companies and foreign companies have
shown underwriting profit as well as invesment profit. Net loss in the
indugry is thus manly caused by the new entrants. Their deferred
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operaing expenses was amortized from FY 1994. Since then the
insurance indugry has suffered net loss. The other reasons for net loss
of new entrants can be explained by two factors: excessve operaing
expenses and asset portfolio. They spent more in the operaing expenses
than expected expenses to compee in the indugry. The raio of
non-operating assets to total assets held by the new entrants was much
higher than the raio of the mgor companies, which resulted in
relaively low invesment profit.

M anagement Efficiency

The raio of claims paid, which is represented by dividing claims
paid by premium written, was jug 635 percent in FY 1995, but it
increased sharply in FY 1998. This dgnificant increase was due to a
corregponding increase in lapses and surrenders during the economic
criss. The raio recovered dightly in FY 1999.

The raio of lagpses and surrenders is calculated by dividing lapses
and surrenders by a summation of busness in force a the beginning of
the year and new busness. The raio shows a smilar patern to the
ragio of clams pad except for FY 1999 in which it decreased
sgnificantly to 205 percent. The trandtion from a volume-oriented
underwriting drategy to a maintenance-oriented drategy may explain
this decline.

The ratio of operaing expenses to premium written showed 10.6
percent in FY 1998, a dradic decrease over the previous year. This
reduction was owing to changes in the insurance indugry accounting
dandards as mentioned above. The raio aso decreased to 8.2 percent
in FY 1999. The decline can be explained by other factors: insurance
companies ongoing cog-cutting and regructuring.

The average yield rate of total assets during the lag five years was
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about 11 percent which was below the bond yield.2 Owing to the high
interes rates during the economic crisis the yield rae of total assets
was 116 percent in FY 1998, dightly higher than the yield rae in
other fiscal years.

M anagement Efficiency

(%)
Classification FY'95 | FY'96 | FY'97 | FY'98 | FY'99
Ratio of Claims Paid 63.5 64.3 84.1 | 984 82.3
Rtio of Lapses and | 559 | 266 | 281 | 204 | 205
RatioE?(fpe(ageeSrating 182 17.9 14.7 106 82
Ratio g\fss(gtpserating 94.0 9%.5 94.8 89.8 86.3
Yield I'?Aaéget(;f Total 10.8 10.4 110 116 111
Distribution

Sdes in the life insurance market are dominated by tied agents
(known as solicitors). They work for one company on a commission
bass and are supervised by a sdes manager. The qudity and
professona knowledge of solicitors varies between domedic and
foreign companies. Whereas the solicitors of foreign companies are
fulltime trained professonals, domedic companies do not have such
caliber. However, domegdic companies are nowadays trying to employ
highly qualified solicitors to improve efficiency in insurance sales.

2) Yield rate of total assets is computed as "2 x Investment Income / (Assets

a the beginning of the year + Assats a the end of the year - Investment
Income)".
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The number of solicitors in the life insurance indusry has deadily
decreased. It decreased by 30.9 percent to 241429 in FY 1999
compared to 349,206 in FY 1995. In contrag with the decrease of the
number of solicitors, productivity has deadily increased from KRW
101 million to KRW 194 million. However, the increased rae declined
from FY 1998.

Distribution
(In Person, KRW million, %)

Classification FY'95 FY'96 FY'97 FY'98 FY'99

The Number of 349,206 323,966 293,398 246,193 241,429

Solicitors 3.1) (72) 94) |  (-16.0) (-19)
N 101 118 167 188 194

Productivity
(23.4) (16.6) (416) (12.9) 2.9)

Note 1. The figures in parentheses indicate annual percent change.
Note 2: Productivity is calculated by dividing premium income by the number
of solicitors.

Fy'a5 FY'e8 a7 Fyaa Fy"28
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Balance Sheet

Total assats of non-life insurance companies in FY 1999 amounted
to KRW 26,486 billion, which increased by 18 percent over the
previous year. One of the reasons for the big jumps of total assets of
the bond & surety insurance company since FY 1997 is to be found in
the receiving huge amounts of public funds. Ancther reason for the
increase of total assas may be explained by the fact that the gock
market recovered in FY 1999.

In FY 1999, the portion of invesment in securities increased again,
accounting for 45.1 percent of total assets. The percent inveded in
bond showed a sudden increase by 88.9 percent over the previous year.

In recent years, capital dock of the Korea insurance indudry
experienced dramatical fluctuaions. In FY 1998, capital dock sharply
decreased owing to the merger of two bond & wrey insurance
companies.

However, in FY 1999 cepital dock showed a sudden increase as the
merged bond & surety insurance company received the huge amounts
of public funds.

Separate account assts mean the assds created by the sde of
occupationa pension introduced in April, 1999.

The following chat shows the asst portfolio among the different
aset classs. The proportion of securities continued an upward trend
due to the risng sock market in 1999.
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Asset Portfolio in FY 1999

Separate Account

Man Operating Aszets
Assals 1% Bonds
15% 2%
Real Estata
o Becurities Mestment
455 Furads
0%
LOANS
vt r Cihars
[
: Stocks e
Cazh & Daposit 8%
11

Direct Premium Written

In FY 1999, insurance companies in Korea wrate KRW 14,452

billion in premium, an increase of 14 percent over the previous year,

according to the gradual economic recovery. This was mainly supported

by the growth of automobile insurance.

Of the total premiums, KRW 11568 billion was generaed from
automobile and long-term insurance which together accounted for more

than 80 percent of the total premium written.

The following chat shows the changes in the proportion of direct

premiums among different lines of non-life insurance business. This

trend <hows clealy the explosve increasing portion of long-term

insurance & the expense of fire and marine insurance.
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Abridged Balance Sheet

(KRW billion)

Classfication FY'95 | FY'96 | FY'97 | FY'98 | FY'99

A sset
. 2301| 3315| 3711| 2763| 2,906
Cash & Deposit (188) | (204) | (186)| (123)| (110
” 4,155 | 4939 | 6407 | 9481 11,929
Seawrities (27| (04| (R1)| @23 | (@51
Sooks 1982 | 2214 | 2246| 1635| 2,193
(156) | (138)| (113| (73| (83
Bonds 2068 | 2610| 3985 | 3079| 5817
(163)| (16| 00| (1B7| (220
Invesment Funds - - - (31387% (218%?
105 116 176 785 | 1209
Gthers 08| ©7| ©9 (35| (46
Lomns 2783 | 3708| 4468 | 3548 | 3627
@19 | (29| @4 | (158 | (137
Redl Edate 1115 | 1393 | 1753 | 2355| 2578

(8.8) (86) (88 | (105 (9.7)

2,264 2,872 3,606 4282 5,093

Non Operating Assets (178) | (177)| (181 | (19| (192)

Separae Account Asss - - - - (§53§

Total Asst 22,711 16,228 19944 | 22430 | 26486
Liabilities

Insurance Reserve 10,305 13,486 17,398 | 20,533 | 22,399

Reserve for Outganding Claims 2,538 2,983 3,887 6,153 6,881

long term Insurance Premium 3888 | 6057 | 8215| 9401| 10,701
Unearned Premium Reserve 3212 3,699 4,205 3714 3473
Caadrophe Resrve 664 732 1077 1,246 1,316
Other Liabilities 1,724 2,025 2,836 2,705 3,516
Separate Account Ligbilities - - - - 353
Total Liabilities 12,029 | 15511| 20234 | 23238| 26,269
Stockholder's Equities
Capitd Sock 421 435 441 360 2435
Capitd SQurplus 385 423 402 1,076 1,360
Retained Earnings -113 -117 -1,107 -2,174 -3,950
Capita Adugment -11 -25 -25 -71 372
Total Shareholder's Equity 682 717 -290 -809 217

Note: The figures in parentheses indicate percent of share.
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Trend in Direct Premiums by Line

Accident &

Fira & Maring Automobie Liakbility Long=Term Othars
naurance
A
Fiscal 50% 38.3% 6.4% 41.7% B.6%
1999 |
i
Fiscal 48 5% 52% 2,0 12.6% |
1994 |
N

Fiscal £ 1% B2 148 |7.7%
1989 | |

Direct Premium written showed an average growth of 7.2 percent
from FY 1995 to FY 1999. However the direct premium written
exhibited a negative growth in FY 1998 owing to the economic
dagnation but a dight growth in FY 1999.

Direct Premium

(KRW nbillion, %)

Classfication | FY'95 | FY'9%6 | FY'97 | FY'98 | FY'99
et Buame | 0223|2815 | 02| Bodo|  BEo
334) | (254 | (172 | (92| (17

701 651 | 1,205 612 575

bond & surety 79 | (72| ©.) | (57 (6.
R 06 07 08 13 13
(04) | (167) | (09 | (625 |  (-3.1)

ot 10024 | 13466 | 16318 | 14,254 | 14452
G14) | (233 | (12| (21| (14

Note: The figures in parentheses indicate annual percent change.
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Fire Insurance

In FY 1999, premium income from fire insurance decreased by 3.3
percent over the previous year, faling to KRW 265 billion.
Premium income from fire insurance has continuously decreased for the
pas severad years. The portion of fire insurance dropped from 35
percent in FY 1995 to 1.8 percent in FY 1999.

This was due to not only the fierce competition through
deregulaion in the insurance indugry but also the changes of
policyholders preference pursuing an al risk policy. It seems that the
downward trend will continue for a while.

M arine Insurance

Marine insurance's premiums regisered KRW 457 billion, a grong
increase of 22.3 percent over the previous year. In FY 1999, marine
insurance benefited from increased exports and imports backed by
advantageous trade-terms.

However, the growth rate will be bounded by the fall in price in
the wake of deregulaion and increasing cross-border transactions.

Automobile Insurance

In FY 1998, direct premium written from automobile insurance
decreased by 145 percent due to the recesson, but in FY 1999 it
showed a moderate growth.

In FY 1999, automobile insurance regigered KRW 5,537 billion, an
increase of 4.9 percent over the previous year. Whereas premium from
voluntary automobile insurance showed a high growth, premium from
compulsory automobile liability insurance showed a negative growth.
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The high growth rae of voluntary automobile insurance was
dimulated by the sales of new product, "Plus Automobile Insurance”
which was introduced in the market in September 1999.

Bond & Surety Insurance

Bond & surey insurance continued to be duggish in FY 1999,
faling by 6.1 percent over the previous year, mainly due to the
application of its own rigid underwriting sandards.

Snce FY 1997, the bond & surety insurance indudry in Korea has
undergone great changes. The two ailing bond & surety insurance
companies merged in 1998. As the merged bond & surety insurance
company went through continuous financia difficulties, a large amount
of public funds were inected.

Accident & Liability Insurance

Accident and liability insurance is one of the mog rapidly growing
insurance lines over the pag several years.

The development of new producs and increasng needs for
professond liability insurance have made a grea contribution to this
growth.

Long-Term Insurance and Individual Pension Insurance

Over the pad decades, long-term insurance has continually grown
and become one of the mog important insurance lines.

Longterm insurance had shown the highes growth rae among
non-life insurance lines before FY 1998. However, due to the dump of
domegic economy, long-term insurance showed negaive growths for
two consecutive years. Personal annuity also has continued to show a
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negaive growth owing to a decrease in real income since the economic
criss in FY 1997.

In FY 1999, premium from personal annuity insurance diminished
by more than 10 percent compared to the previous year. It can be said
that personal annuity insurance is in a dae of sauration.

Direct Written Premium by Line

(KRW bhillion, %)

Classification 1995 1996 1997 1998 1999
Fire 378 359 322 273 265
(39) (2.7) (2.0) (19 (18)
Marine 453 415 399 374 457
4.9 (3.9 (24) (2.6) (3.2)
Automobile 5,010 6,031 6,177 5,280 5,537
(45.9) (44.8) (37.8) (37.0) (38.3)
Bond & 700 650 1,294 611 574
Surety (6.4) (4.8) (7.9) (4.3 (4.0)
Accident & 566 715 843 905 918
Liability (5.2) (5.3) (5.2) (6.4) (6.4)
Overseas 41 49 79 86 67
Direct (0.4) (0.4) (0.5) (0.6) (0.5)
Long-Term 3,059 4,375 6,302 6,045 6,031
(28.0) (32.5) (38.6) (42.4) (41.7)
Annuity 716 872 905 679 604
(6.6) (6.5) (5.5) 4.9 (4.2)
Total 10,924 13,466 16,318 14,254 14,452
(100.0) (100.0) (100.0) (100.0) (100.0)

Note: The figures in parentheses indicate percent of share.

Expenditures

Incurred Loss
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Incurred loses have sharply increased snce FY 1997 because of
heavy losses of the bond & surety policies and high lgpse & surrenders
in the long-term savings policies.

Incurred Losses by Line

(KRW billion, %)

Classification FY'95 FY'96 FY'97 FY'98 FY'99
Fire 132 157 185 131 127
Marine 105 115 120 97 93
Automobile 3,533 4,010 3,774 3,257 3,646
bond & surety 551 636 1,882 2,137 4,460
Aﬁfg?ﬂiy& 230 299 358 346 362
Overseas Direct 11 14 24 28 27
Overseas Inward 18 26 52 34 40
Long-Term 2,863 3,867 5,825 5618 5,572
Annuity 515 775 925 769 687
Total 7,957 9,899 13,145 12,418 15,013

In FY 1999, incurred loss, one of the mog important agpect of
underwriting reaults, amounted to KRW 15,013 billion, an increase of
209 percent over the previous year. This deerioraed loss raio,
aurpassing the growth rae of premium written, directly affecting the
underwriting results.

The primary reason for the deteriorated loss raio in FY 1999 can
be explaned by the upsurged loss amounts of the bond & surety
insurance indudry, resulting from a series of company failures such as
the Daewoo crisis.
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Loss Ratio of Non-Life Insurance
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Net Operating Expenses

In FY 1999, ne operating expenses regidered a grong increase over
the previous year but fell below the long-term average trend for the
lag five years. The reason for this grong increase can be found in the
massive initial invesment cods for e-busness and an increase of
advertisement expenditures.

After the financia criss, insurance companies have congantly
endeavored to dreamline the corporae dructure and digribution
channels. This reaulted in the sharp decrease of operaing expenses in
FY 1997 and 1998.

Investment Income

In FY 1999, total invesment income of non-life insurance indudry
amounted to KRW 2,519 billion, an increase of 26.8 percent over the
previous year.
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Operating Expenses by Line

(KRW billion, %)

Classfication | FY'95 | FY'96 | FY'97 | FY'98 | FY'99
e 140 142 155 129 114
(216) (14) 89 | (-164) | (-115)

Marine 90 08 117 9 88
(22.5) 0.0 | (194 | (182 (-8.1)

ALtomobile 1,140 1686 1,846 1720 1777
(344) | (479 (9.5) (-6.9) (33)

110 129 119 109 69

bond& srety | 300 | (70) | (77) | (77 | (374)
Accident & 127 173 211 223 156
Liability (366) | (366) | (215 G7) | (-30.0)
Overseas 9 8 12 17 16
Direct (-20.0) (99 | (553) | (36.0) (-4.5)

11 10 15 22 23

Overseas Inward | o) (73) | (488) | (436) 42)
L ong-Term 556 967 1235 1018 1241
@) | @38 | (@1 | (175 | (218

Annuity 158 176 143 57 89
60.8) | (117) | (-19.1) | (599 | (56.0)

Total 2341 | 3390 3,852 3391 | 3572
(313) | (448 | (136) | (-120) (5.3)

Note: The figures in parentheses indicate annual percent change.

Invessment Income

(KRW billion)
Classification FY'95 FY'96 FY'97 FY'98 FY'99
Direct Business 783 1,075 1,461 1,808 2,220
bond & surety 54 51 53 81 205
Reinsurance 54 60 87 98 9
Total 891 1,186 1,601 1,987 2,519
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The reason for the high growth rae of invesment income in FY
1999 is to be found in the upsurged sock market.

Underwriting Results

For five consecutive years, overal underwriting results have worsened
and deficit amounts have continuoudy increased.

Underwriting Results in Non-Life Insurance

(KRW billion)
Classification FY'95 FY'96 FY'97 FY'98 FY'99
Fire -1 21 -69 -26 -36
Marine 97 59 1 28 30
Automobile -224 -305 264 303 -429
bond & surety -84 -155 -1,303 -1,536 -3,550
Accident &
Lisbility 58 43 51 37 118
Overseas
Direct 3 4 4 2 -1
Overseas 3 1 23 7 18
Inward
Long-Term -351 -476 -700 -605 -798
Annuity 39 -85 -161 -152 -172
Total -462 -937 -1,938 -1,942 -4,820
Note: Catagrophe Reserve and Policyholder's Dividend Reserve are not
regarded

Egpecidly in FY 1999, underwriting results sharply deterioraed due
to increased automobile accidents and Daewoo criss.

In contrag, accident & liability insurance improved subgantialy
compared to the previous years.
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Total Income and Expenditure

The underwriting expense sharply increased in FY 1999. This
became the main reason for the upsurged net losses in FY 1999.

Total Income and Expenditure in Non-Life Insurance

(KRW billion, %)

Classification FY'95 FY'96 FY'97 FY'98 | FY'99

Underwriting 9,839 | 12,361 | 15,058 | 13,866 | 13,765

Income Investment 891 1,186 1601 1,987 2,519

Other 80 55 246 188 530

Total 10,810 | 13,602 | 16,905 | 16,041 | 16,813

Underwriting| 10,529 | 13,366 | 17,339 | 15,982 | 18,633

) Investment 114 99 382 1,096 878
Expenditure

Other 27 68 150 459 619

Total 10,671 | 13,533 | 17,872 | 17,537 |20,129

Underwriting 690 | -1,005 | -2,281 | -2,116 | -4,868

Net Invesgment 776 1,087 1218 891 | 1641

Balance Other 53 -13 96 271 -89

Total 139 69 -967 | -1495 | -3,316

Tax 7 13 25 271 116

Net Income/L osses 133 56 -992 | -1495 | -3/432

For the pas five years, direct insurance companies have showed
profits, but the net income of total non-life insurance showed a deficit
owing to heavy losses by the bond & security insurance companies in
FY 1999.

After recording a downturn in FY 1997, the deficit amounts of net
income have continuoudy increased.
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Income Statement

(KRW billion)
Classification FY'95 FY '96 FY'97 FY '98 FY'99
Direct Business 167 98 56 219 90
Bond & Surety -43 -50 -1,045 -1,818 -3,551
Reinsurance 9 8 -2 4 29
Total 133 56 -992 -1,595 -3,432

M anagement Efficiency

The combined raio for total busness deeriorated significanlty to
1355 in FY 1999, from 115.1 in FY 1998. The worsening combined
raio was triggered nat only by the deeriorated loss ratio but aso by
the increasng expense raio. The combined raio has increased since FY
1997. In particular, the increase was dgnificant in FY 1999 when the

Daewoo crids occurred.

Tota loss raio showed the highes level since FY 1995. This
ggnificant deerioration reflected the recent economic dagnaion. In
contrad, the loss réio for fire, marine and casudty line have a dable

patern for the pag five years.

In FY 1999, the yield rae of tota asst was 109 percent, an
increase of 1.1 percent points over the previous year. Direct business
showed the higheg yield rate over the lag five years.



- 70 -

Combined Ratio

(%)

Classification FY'95 | FY'96 | FY'97 | FY'98 | FY'99

| Loss Ratio 804 | 789 | 788 | 788 | 839

Direct " hense Ratio | 224 | 265 247 256 27.0
business

Combined Ratio | 102.8 | 1054 | 1036 | 1044 | 110.9

Loss Ratio 9%.8 | 1039 | 2672 | 3056 | 4624

B;”r‘ltf Expense Raio | 202 | 213 | 212 | 215 15.0

Combined Ratio | 117.0 | 1252 | 2884 | 327.1 | 4774

| Loss Ratio 721 | 808 | 85 | 735 | 752

Ren- 1 hense Ratio | 2903 | 291 | 287 | 272 | 234
urance

Combined Ratio | 1015 109.9 118.2 100.8 98.6

Loss Ratio 80.9 80.1 87.3 89.6 109.1
Total Expense Ratio 226 264 24.8 255 264
Combined Ratio | 103.5 106.5 112.1 115.1 1355

Loss Ratio by line

(%)

Classification FY'95 FY'96 FY'97 FY'98 FY'99
Fire 4.9 56.5 68.5 56.1 61.9
Marine 35.9 42.3 50.2 43.9 46.0
Automobile 794 744 64.1 617 73.0
Bond & Surety 95.5 1044 269.7 300.7 456.0
Casualty 55.5 58.0 57.7 57.1 56.9
OverseasDirect 49.1 52.8 60.3 60.6 63.6
Overseas Inward 56.6 73.3 1180 544 49.2
Long-Term 93.3 88.7 916 93.1 92.6
Annuity 72.0 88.5 1022 114.1 1137
Total 64.8 80.1 87.3 89.6 109.1
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(%)

Classification FY'95 | FY'96 | FY'97 | FY'98 | FY'99

Direct Business 8.7 9.0 9.8 10.7 116

Yield Rate| Bond & SQurety 5.7 5.1 3.8 40 76
of Total :

Assts Reinsurance 6.9 6.7 8.2 8.0 6.8

Total 8.3 85 9.3 9.8 10.9

Distribution Channel

Market Share by Distribution Channel

Direct premium written collected by solicitors and agents accounted

for 90.6 percent of total premium written in FY 1999.

The proportion of premium collected by company employees and
insurance pool have decreased in recent years. The portion of premium
collected by insurance pool sharply dropped from 11.6 percent in FY
1995 to 04 percent in FY 1999. Premium collected by solicitors aso
decreased in FY 1999, by 0.5 percent points over the previous year.

In contrag, Premium collected by agents amounted to KRW 6,430
billion, an deep increase of 2 percent over the previous year, and
showed the higheg portion since FY 1995.

On the other hand, insurers are innovating their didribution channels
to cope with ever-changing business environments.
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M arket Share by Premium Channels

(KRW hbillion, %)

Company - Insurance

FY Employees Solicitors Agents Pool Total
Y ear

Amount | Portion | Amount | Portion| Amount | Portion| Amount | Portion | Amount
FY'95| 1,399 | 12.8% 3,681 |33.7% 4,575 |419% 1,268 | 11.6% 10,924
FY'96 | 1438 | 10.7% 5,528 |41.1% 5,641 419% 859 | 6.4% 13,466
FY'97 | 2,153 | 13.2% 7,239 |444% 6,631 |40.6% 296 | 1.8% 16,318
FY'98 | 1,469 | 10.3% 6,648 |46.6% 6,062 |42.5% 74 | 0.5% 14,254
FY'99| 1,304 | 9.0% 6,658 |46.1% 6,430 |44.5% 60 | 0.4%| 14,452

Market Share by Disribution Channels

Company
Employees

B.0%

Insurance
Pool
0,4%
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Solicitors and Insurance Agents

The non-life inwrance didribution sysem in Korea can be
caegorized into four aubsas: olicitors, agency, brokerage, and
employee of insurance companies.

A person who desires to be a solicitor should regiger with the
Financiad Supervisory Service, while a person who desres to be an
insurance agent or broker should regider with the Financial Supervisory
Commission.

At year-end of FY 1999, the number of solicitors and agents were
83,466 and 52,432 regectively, while those who were employed
directly by the Korea insurance indugry amounted to 24,524,

For three consecutive years, the number of solicitors has declined. It
is not only due to the reform in the insurance indudry after the
financial crisis but aso owing to the emerging digribution channels tha
are more efficient and productive.

The Number of Solicitors and Insurance Agents

Classification FY'95 | FY'9% FY'97 | FY'98 | FY'99
Number 91,042 | 115829 | 102,730 | 87,776 = 83466
Solicitor
Increase 26.3% 260% | -113% | -146% | -4.9%
Rates
Number 38252 | 46,385 | 51823 | 51073 52432
Agent
Increase 05%  213% 117% | -14% | 2.7%
Rates
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<Appendix 1> Profiles of Insurance Companies

1. Life Insurance Companies

(KRW billion)

Conpary Date of Paid-in Premium | Totdl Asets The Number

Egablishment Capitd of Employees
Korea Sept 9, 1946 | 2,050.0 4,468 17,125 6,044
Allianz First | Dec 21, 1954 75 845 4,139 2,379
Samsung | May 5, 1957 100.0 10,369 50,151 8,079
Hungkuk |May 20, 1958 8.0 779 3,600 1,825
Kyobo Aug 7, 1958 68.6 5,046 24,160 6,608
Daeshin | June 20, 1989| 1442 260 1,468 572
Hyundai Apr 5, 1989 116.6 329 1,440 718
Shinhan | Apr 15, 1989 | 150.0 308 1,853 725
Dongbu | Apr 14, 1989 85.2 126 602 355
Tongyang | Apr 20, 1989| 290.3 550 2,852 1,246
MetLife | June 1, 1989 97.7 106 591 361
Samshin-All | Aug 9, 1989 50.0 126 606 411
Y oungpoong |June 18, 1990 30.0 9 85 57
NewYork | July 4, 1990 475 5 35 9%
Lucky Feb 2, 1988 128.0 117 882 320
Kumho Apr 1, 1988 1612 430 2,593 1,325
X Mar 7, 1988 246.3 438 2,988 1,488
Hanil Aug 7, 1993 70.0 68 296 246
Prudential | June 6, 1989 264 105 253 244
ING Sept 9, 1991 295 163 341 217
France Feb 19, 1988 50.0 7 48 68
LINA Dec 29, 1986 42 33 9% 130
AlIG May 18, 1987 10.0 25 57 98

Note : As of the end of September, 2000.
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2. Non-Life Insurance Companies

(KRW billion)

Date of Paid-In Direct The Number

Compary Egablishment Capitd Premium Totd Assts of Employees
Oriental Oct 1, 1922 429 613 1,595 1915
Shindongah | Apr 1, 1946 333 348 991 1434
Dachan |May 20, 1946 246 280 731 1,248
Kukj e Feb 1, 1947 127 203 465 1,166
Ssangyong |Mar 15, 1947 55.9 336 927 1,317
Firg Mar 22, 1949 22.1 36 969 1,457
Regrnt June 23, 1953| 100.0 133 355 856
Samsung | Jan 26, 1953 26.5 2,172 7,352 4,045
Hyundai Mar 5, 1955 447 1,123 3,074 3,083
LG Jan 27, 1959 300 1013 2,720 2,968
Dongbu Mar 2, 1962 354 1,058 2,573 3,057
SGl Feb 19, 1969 | 3,731.9 294 4,152 785
KRIC Mar 19, 1963 512 04 1510 198
AlIG Apr 24, 1968 20 22 53 1221
ACE Apr 1, 1985 10 25 11 35
Federal July 27, 1992 30 13 14 30

Note : As of the end of September, 2000
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<Appendix 2> Internet Homepage

1. Life Insurance Companies

Company

Homepage

Korea Life Insurance Co., Ltd.

www. korealife.com

Allianz Firg Life Insurance Co., Ltd.

www .dlianzfirstlife.co kr

Samaung Life Insurance Co., Ltd.

www .samsunglife.com

Hungkuk Life Insurance Co., Ltd.

www .hungkuk .co kr

Kyobo Life Insurance Co., Ltd.

www .kyobo.co.kr

Daishin Life Insurance Co., Ltd.

www .ddlife.co.kr

Hyundai Life Insurance Co., Ltd.

www hyundailife.com

Shinhan Life Insurance Co., Ltd.

www .shinhanlife.co.kr

Dongbu Life Insurance Co., Ltd.

www .dongbulife.cokr

Tongyang Life Insurance Co., Ltd.

www.my angel .co.kr

MetLife Insurance Company of Korea., Ltd.

www .metlifekorea.co kr

Samshin allsate Life Insurance Co., Ltd.

Youngpoong Life Insurance Co., Ltd.

www yplife.co kr

NewYork Life Insurance Ltd.

www nyli.cokr

Lucky Life Insurance Co., Ltd.

www luckylife.co.kr

Kumho Life Insurance Co., Ltd.

www kumholife.co kr

XK Life Insurance Co., Ltd.

www .sklife.com

Hanil Life Insurance Co., Ltd.

www .hanillife.co kr

The Prudential Life Insurance Company of
Korea

www prudential .co kr

ING Life Insurance Co., Ltd.

www.inglife.co kr

France Life Insurance Co., Ltd.

www .alianzfl.co kr

Life Insurance Company of North America.,
Korea Branch

www .lina.co.kr

Ameriacn International Assurance Company,
Korea Branch

www aiglife.co.kr
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2. Non-Life Insurance Companies

Company

Homepage

The Oriental Fire & Marine Insurance Co., Ltd.

www .insuworld.co kr

Shindongah Fire & Marine Insurance Co., Ltd.

www .shindongahins.co kr

Daehan Fire & Marine Insurance Co., Ltd.

www .daeins.co kr

Internation Fire & Marine Insurance Co., Ltd.

www .directins.co kr

Ssangyong Fire & Marine Insurance Co., Ltd.

WWW .insurance.co kr

Firg Fire & Marine Insurance Co., Ltd.

www j eilfire.co kr

Regent Fire & Marine Insurance Co., Ltd.

WwWw .iregent.com

Samaung Fire & Marine Insurance Co., Ltd.

www .samsungfire.co kr

Hyundai Marine & Fire Insurance Co., Ltd.

www .hdmf.co .kr

LG Fire & Marine Insurance Co., Ltd.

Wwww .Iginsure.com

Dongbu Fire & Marine Insurance Co., Ltd.

www .idongbu.com

Seoul Guarantee Insurance Co., Ltd.

Www .sgic.co.kr

Korea Reinsurance Co., Ltd.

www .koreanre.co.kr

AlIG General Issurance

www .aiggeneral .co.kr

ACE American Insurance Company Korea Branch

WWW .aceinsure.co .kr

Federal Insurance Company Korea

www .chubbkorea.co kr

3. Related Organization

Organization

Homepage

Minigry of Finance and Economy

www .mofe.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 Life Insurance Association

www klia.or kr

Korea Non-Life Insurance A ssociation

www Knia.or.kr

Korean Fire Protection Association

www kfpa.or kr

Korea Insurance Development Ingtitute

www Kidi.or.kr
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