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| Challenges and Opportunities for New Growth

ABSTRACT

The Korean insurance industry faces a slowdown in growth due to
declining economic growth and changing demographics. Facing an
unprecedented pace of population aging, Korean insurers cannot survive
if they only focus on providing traditional life and health insurance. It is
time to actively take on various challenges to secure future growth and
profitability. To address this issue, the Korea Insurance Research
Institute is presenting the CEO Brief and CEO Report series with the
theme, “Challenges and Opportunities for New Growth” to explore new
growth engines for the Korean insurance industry.

1. Diagnosing the Growth Potentials of the Insurance Industry

Korea has experienced a low economic growth rate of less than 3% since the 2010s
and its elderly population (aged 65 or older) accounts for more than 15% of the total
population. The Korean insurance industry faces a slowdown in growth due to
declining economic growth and changing demographics. The compound annual
growth rates (CAGR) for premiums of the life and non-life insurance industries were
12.6% and 16.7% respectively in the 1990s, but dropped to 3.9% and 6.9%
respectively in the 2010s.

Prior to Korea, Japan has experienced a low economic growth rate of less than 3%
since the 1990s and a rapid increase in the proportion of elderly population (12.1%
(90) — 16.7% ('99)). The Japanese insurance industry has already experienced low
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growth since the 1990s, with premium income growth averaging around 2% per
year. The Japanese insurance industry’s growth has stagnated with recent volume
of premiums similar to that in the mid-1990s. After transforming into holding
companies, by pursuing new strategies, such as diversifying business models and
expanding into global markets, major Japanese insurers were able to grow
group—-wide assets and profits despite the domestic insurance industry’s stagnation.
They have maximized synergies with their existing traditional businesses by entering
business areas that could be combined with insurance. Particularly, large insurance
groups aggressively expand their global presence to grow assets and profits at the
group levels. Insures like Dai-ichi, Sumitomo, and Sompo already account for more
than 20% of their profits from global operations.

Facing an even faster pace of population aging than Japan, it is time for the Korean
insurance industry to actively take on various efforts to secure future growth and
profitability. Korea is aging at an unprecedented rate as in 2022, the proportion of
elderly population in Korea was 21.7%, similar to the level in Japan in 2007 (21.5%).
Hence, it is difficult to secure growth and profitability for the insurance industry
through the supply of traditional life and health insurance, which is expected to
decline in demand.

To address this issue, the Korea Insurance Research Institute is presenting the CEO
Brief and CEO Report series with the theme, “Challenges and Opportunities for
New Growth” to explore new growth engines for the Korean insurance industry.

2. Challenges for Growth

First, we analyze the protection gaps to identify new domestic markets for insurers
to explore.’) Changes in business surroundings such as population aging, smaller
households, climate change, accelerating digitalization and the rise of the Gen Z

1) Challenges and Opportunities for New Growth (I): Protection Gaps in Korea and New Insurance Business
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create new risks and change the perception of existing risks. We examine new risks
that emerge due to these changes, or areas where existing risks are not sufficiently
covered and managed.

Next, we look into the non—insurance business lines that insurers may enter as the
new older generation emerges.2 The new older generation, or the baby boomers,
has higher incomes and greater health awareness compared to the previous older
generation and is expected to become major consumers as they retire. As the
government moves to expand the scope of financial companies’ incidental businesses
and subsidiaries, we look at non-insurance business areas where insurers can
increase social benefits to meet the needs of the new older generation.

Lastly, we examine one more growth opportunity for the insurance industry: the
entry of domestic insurers into the Southeast Asian insurance markets.3 While the
global insurance market is dominated by North America, Europe, and Asia, we will
focus on the emerging markets in Asia, particularly the five ASEAN countries of
Thailand, Malaysia, Indonesia, Vietnam, and the Philippines. We compare similarities
and differences between Korea during the developing stages and ASEAN today, and
assess the priority of key indicators related to what Korean insurance companies
should consider when entering the ASEAN insurance markets.

Younghyun Cho, Research Fellow
youngcho@kiri.or.kr

2) Challenges and Opportunities for New Growth (II): Changes in Population Structure and the New Old Generation
3) Challenges and Opportunities for New Growth (Ill): Assessment of the Southeast Asian Insurance Markets and its
Implications
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