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Insurance Industry Outlook and Issues 2015

This report provides growth projections in 2015 for the insurance
industry as well as the Korean economy.

In 2015, the Korean economy is expected to grow by 3.7%, increasing
by 0.2%p over 2014, due to a slow recovery trend of private
consumption. Since economic growth rate is expected to be improved
slightly, consumer prices will rise by 2.0%, increasing by 0.4%p over
2014.

In 2015, interest rate of Korea treasury bonds (3-year) will be
maintained around 2.6% due to a decrease in the U.S.’s Treasury bond
rate and a lowered Korean base rate. In spite of a continuing current
account surplus, the won/dollar exchange rate will record 1,040 won,
which is similar to 1,049 won in 2014, due to a rise in the U.S.'s
Treasury bond rate, a decrease in inflow of foreign investment, and
possibility of emerging economies’ currency disturbances.

The global risk factors for the economy are the change of monetary
policy in the U.S., the slowdown of economic growth in China, and the
expansion of the geopolitical unrest. The domestic risk factors for the
economy are increasing household debts, corporate debts, and
weakened yen.

In 2015, as the base effect of tax-free benefit is disappeared and the
surplus of household funds are saved as pension and insurance, the
growth rates of both life insurance and non-life insurance will increase
over 2014, and premium income will grow to 5.2%, increasing by
1.7%p over 2014.

For life insurance, since premium income of saving type insurance,



guarantee insurance, and group insurance increased steadily, the
premium income of life insurance is expected to increase by 5.4%,
which is 3.0%p higher than 2014.

For non-life insurance, premium income will increase by 4.8%,
which is 0.5%p lower than 2014, due to a low growth of long-term
non-life insurance, automobile insurance, and general non-life
insurance premiums, as subscription rate of medical insurance has
increased.

This report suggests the management issues for insurance
companies and the policy issues for regulators, given the changes in
the market environment, such as the New Normal era, which is
characterized by low growth, low interest rate, and population ageing,
and the regulatory changes. The presented management and policy
tasks are (D searching for business strategies for New Normal era, @
continuously finding new growth engines, 3 efficiently managing
cost, @ responding to regulatory changes in the insurance industry.

First, the report suggests that insurers should establish the business
strategies that strengthen their core capabilities and improve their
enterprise values to survive in the new economic and financial
situation (the New Normal era). Recent economic and financial
situation is not the recession, but it occurred from structural factors
such as population ageing, stagnant investment, and deteriorated
income distribution structure. Therefore, the business strategy during
a low growth period due to structural factors should be different from
due to economic recession.

Second, new business opportunities should be found Oand

customer-oriented business structure should be established to



maintain the sustainable growth in the new economic and financial
situation. Moreover, insurers need to seriously consider overseas
business, the market for the aged, and liability insurance market as
new growth engines.

Third, in the new economic and financial situation, insurers should
sustain their business performances and improve cost efficiency in
product development and operation process as well as human
resources. In addition, the improvement in the cost structure and the
management of expense ratios will be insurers’ crucial business
priorities.

Fourth, insurers should systematically react to recent changes in
financial regulation such as liberalizing insurance premium rate
scheme, improving consumer trust, and strengthening solvency
regulation. While regulators should make an effort to establish the
environment where self-regulation principle can work, insurers should
make sure that strengthening self-regulation will not harm consumer

rights and sound business conduct.
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(B I-7) &sliEe 359 s MY
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o FY2012 FY2013” 2014(E)"? 2015(F)"?

- B3R Iie | HMR Tl | B3R FIvig | 3R IUiE
e 401,806 17.7 | 315478 5.6 | 444216 6.1 | 470,022 5.8
Al - AM| 166,786 14.2 | 142314 16,1 | 212459 13,9 | 235481 10.8
PN 124559 27.8 | 89,300 -4.3 | 119081 -1.2 | 120,605 1.3
71ep 110,551 12,9 83864 1.1 | 1126751 1.1 | 113936 1.1
A= 74337 11,1 | 62991 63 | 826161 58| 84975 29
Mol | 41480 211 | 31,829 3.1 | 41344 2.6 | 41,407 0.2
A e 32840 33 | 31,152 9.8 | 41271 159 | 43368 5.6
A2} 128416 -1.5 | 97435 0.4 | 134091 4.1 | 139,010 3.7
ArlEE 80,773 13.9 | 61,679 1.5 | 83413 21| 8578, 28
ko 3293 250 24130 -2.9 31420 -2.4 3126: -0.5
A 8,230 -5.4 6,016 -10.7 7,638 1.7 7833 26
H= 15816 4.2 | 11238 -48 | 15098 -1.0 | 15403 20
exb 53433 204 | 42012 56 | 57535 33| 59424 33
A 085422 124 | 537582 4.2 | 744337 5.3 | 779,793 4.8

T 1) Bt FAAE) 9 AYA® 9.

2) A9 E HA O Z FY20132 20134 4~129

2 7|1Z Z71&o)aL, 2014(E)2} 2015(F)= 2+ &

)

3) 7IEtells &7 A, %, AtAAE el =3k,
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g FY2012 FY2013? 2014(E)"? 2015(F)"?

- B3 Zvle | Him vl | HER IS | HER S8

AT RS 1153 31.3| 772 80| 111.1. 24| 1171 54
&R 685 124| 538 42| 744 53| 780 4.8
A 183.9  23.6| 131.0  -3.4| 1856 3.5| 195.1 5.2

HEAA S E 2.8 4.0 4.3 4.5

1) B AT FAAE) 2 AT 4.
2) F|AAE WA O E FY20132 2013 4~12¢ Aol 2718w A £7]71¢] 20124 4~129 A
2 713 57101, 2014(E)2} 2015(F)= 2 9] 1~12971X] A4 7],
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e} 2014\ HYYFLELL -FARE 12.53%E 7|58 o= Hel,

O AHEF AETL 2014WRT} 0.07%p 53 7.53%, &dlEE JEEL
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(=9): %)
= FY2011 FY2012 FY2013Y | 2014(E)*° | 2015(F)*°
A3 6.52 8.32 7.07 7.46 7.53
ok 4,52 4,98 4,92 5.00 5.01
A 11.04 13.35 11,99 12.46 12.53

T ) BT = ZTRAR/PEGDP
2) AR AA Ao w2 HEGDPE 283
3) BEAFY FHAE) D AFR|(F) .
4) FY20132 2013 4~12¥712] WEGDP o] X & v]-&2.
5) 2014(E)<} 2015(F)= ZF =2] 1~12¥97kR] HEGDP the] B & v]&9,
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9] 1~12947}2] EGDP tjH] B3 189,

20154 B &Y% (Insurance Density)0)(ZH 3 2 /ZQ17 4= 3861 9,0009S
7=t R0z A,

O AR Lol EF Wl 2427} 23211 30009, 1547F 6,009 Lied 3

o2 o3,
(H 1-10) B8gs Mo
(S # 9)
TE Fy2011 Fy2012 Fy2013" 20147 2015(F)*
A EY 1,764.5 2,306.0 1,538.0 2.203.8 P
e | 12247 1370.7 1,070.5 1,476.2 1,546.5
A 202 3676.7 2,608.4 3,679.9 3,869.7
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1. HEMY =9 X1
5= FY2012 Fy2013" 2014(E)" 2015(F)"
FURAR( H, 48 - - -
- A 1,153,086 772,367 1,111,232 1,171 474
(31.3%) (-8.0%) (2.4%) (5.4%)
R ke 085,422 537,582 744,337 779,793
(12.4 %) (4.2%) (5.3%) (4.8%)
- A 1,838,508 1,309,949 1,855,568 1,951,267
(23.6%) (-3.4%) (3.5%) (5.2%)
HAMFEE=(%)*
- AR 8.3 7.1 7.5 7.5
- & E 5.0 4.9 5.0 5.0
-d A 13.3 12,0 12,5 12,5
RIFEAZCAD
- A 2,306 1,538 2,204 2,323
- &ElEE 1,371 1,071 1,476 1,547
-4 A 3,677 2,608 3,680 3,870
AYEH S 8](%)

- A E 62.7 59.0 59.9 60.0
- & H Y 37.3 41,0 40.1 40.0
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