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Korea’s GDP Growth in the Fourth Quarter of 2020
Korea ended the coronavirus-stricken year on a

a third wave of COVID-19 infections that began

relatively high note in terms of economic growth.

in mid-November. The economy maintained the

Its gross domestic product (GDP) grew by 1.1

momentum for a solid recovery thanks to export

percent in the fourth quarter of 2020 compared

gains and fiscal support, posting the second

to the previous quarter. That was a faster-than-

consecutive quarterly growth.

expected pace given that the nation was hit by
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In the October – December period of 2020,

Private consumption declined by 1.7 percent in the

exports rose by 5.2 percent from three months

fourth quarter due to tightened social distancing

earlier, backed by semiconductors and chemical

restrictions. Equipment investment was on track to

products. Construction investment jumped by 6.5

recovery particularly driven by the semiconductor

percent as the government increased its spending

industry, but shrank by 2.1 percent because of

on infrastructure and residential construction

the base effect from a strong rebound in the prior

expanded in the private sector.

quarter.

As the Korean economy posted GDP growth for

major economies in the world. Despite its relative

two quarters in a row, its contraction over the

outperformance, the figure represents the nation’s

whole year was limited to one percent, which

worst economic performance since a 5.1 percent

is likely to be the smallest GDP decline among

reduction in 1998 during the Asian financial crisis.

Quarterly Economic Growth
(Unit: %)
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Korean Economic Outlook for 2021
The Korean economy has proven relatively resilient

Korea in November 2020. It will gradually recover

even as the COVID-19 pandemic drags on. After the

from the recession triggered by the outbreaks of

pandemic-induced shock in 2020, economic growth

coronavirus infections, and the recovery will be

is expected to normalize in 2021. The economy

characterized by three factors – global economic

is on track to deliver a 3 percent growth in 2021

improvement, export rebound and investment

following a contraction of one percent in 2020,

spending growth.

according to the forecast released by the Bank of
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Consumer spending will return to growth in

Merchandise exports are projected to grow by

2021 after a pandemic-led reduction in 2020,

5.3 percent in 2021, backed by the IT sectors,

but the pace of recovery may not be as fast as

particularly the semiconductor industry. Non-IT

hoped for. The slower recovery may be attributed

sectors are also heading for a robust recovery as

to delayed improvement in household income

demand for petroleum-based products is likely to

and the continued implementation of social

expand. Robust export performance may offset

distancing measures. Meanwhile, household

weakness in domestic consumption, helping the

savings have increased as the COVID-19 pandemic

economy emerge from the pandemic-triggered

caused uncertainty regarding future income and

slump faster than expected.

employment prospects. These increased savings
may turn into a driver of consumption growth once

Korea’s current account surplus is projected

the pandemic is kept in check.

to reduce to USD 60 billion in 2021 from USD
65 billion in 2020 mostly due to an increase in

Equipment investment is expected to rise by 4.3

service account deficit. Since the onset of the

percent, driven by solid investment spending in

COVID-19 pandemic, many countries have imposed

the IT sector and a recovery in non-IT investment.

travel restrictions, and the resulting plunge in

Construction investment will rebound with a 0.5

international travel has led to a decline in service

percent growth being forecast for 2021. The civil

account deficit. When the spread of coronavirus is

engineering construction sector will continue to

subdued, the amount of deficit may widen again.

fare well thanks to the government’s investment

The nation’s merchandise account surplus is likely

in infrastructure, while the severe contraction in

to narrow when international oil prices see an

residential construction is set to slow down.

upside in 2021.

A steady upward trend will continue for intellectual

Consumer price inflation will likely trend up from

property investment, which is forecast to grow by

0.5 percent in 2020 to one percent in 2021 as

3.9 percent in 2021. R&D investment is expected

upward pressures may gather some strength in line

to be on the rise thanks to improving corporate

with economic recovery. A slowly rising price of oil

revenues in the private sector and an increase in

and a hike in housing rental costs will also become

government budget for R&D. Growing demand

factors that push inflation up. Meanwhile, there

for software applications for online platforms and

will be weaker downward pressures coming from

services will also help boost investment activities in

government policy measures such as government

other intellectual property sectors.

subsidies for high school education and mobile
phone bills. Core inflation, which excludes food

The nation’s external trade conditions are on

and energy prices, is also forecast at one percent in

track to improve, with a broad recovery in global

2021, up from 0.3 percent in 2020.

demand setting the stage for an exports rebound.
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Korean Economic Growth Outlook for 2021
(Unit: %)
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*Updated as of January 26, 2021
(Source: Bank of Korea, as of November 26, 2020)

The job market has been severely disrupted by the

such as hospitality, brick-and-mortar retailers,

COVID-19 pandemic, with the number of new jobs

restaurants, entertainment and recreation. The job

estimated to decline by 200,000 in 2020. Sluggish

reduction in the manufacturing industries will also

labor market conditions are set to continue into

slow down, backed by demand recovery at home

early 2021 considering another massive outbreaks

and abroad. The unemployment rate is projected

of coronavirus infections in late 2020. Once the

at 3.8 percent in 2021 down from four percent in

surge in new cases is tamped down, a modest

2020.

recovery is expected in the most impacted sectors

Unemployment Rate (2008-2020)
(Unit: %)
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The COVID-19 pandemic may cast a long and dark

offer an economic stimulus far more effective

shadow over the economy, raising a high level of

than anything the government could provide.

uncertainty over economic growth projections.

However, delays to the roll-out of vaccines, a new

Earlier vaccine deployment, better collaboration

spike in infection cases and the failure to control

for its distribution and faster development of

new outbreaks are bound to weaken the economic

treatments for coronavirus-driven illnesses would

outlook down the track.

Economic Paradigm Shifts Accelerated by COVID-19
COVID-19 is shifting the economic landscape

paradigm shifts had already been underway, but

with an unprecedented health crisis speeding up

the coronavirus pandemic is becoming yet another

the process of structural transformation towards

strong trigger for economic changes. Here is a

more automated and digitalized economies. Even

round-up of major paradigm shifts taking place not

before the crisis caused shocks to the economy,

only in Korea but also across the globe:

Gap between the real economy and financial markets
The discrepancy between the real economy and

cash flows for businesses and households. They

the financial markets has rarely been this huge

have increasingly plowed their money into the

over the past year. The stock market has been

asset markets, resulting in asset price inflation

going up, with KOSPI setting new record highs at

across the board. The prices of both risk assets and

a time when the economy is in bad shape after

safe assets like gold and bonds have been soaring.

being hit by the COVID-19 pandemic. That is mostly

Home prices have been pushed up relentlessly as

because accommodative monetary policies and

buyer demand has continued to hold strong amid

fiscal stimulus packages have been supporting

short supply and persistently low interest rates.

Gap between the Real Economy and Financial Markets
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(Source: Bank of Korea as of December 21, 2020)
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Even if the spread of the coronavirus is contained,

and sustained slowdown in economic growth was

the real economy is unlikely to grow strongly given

already in the making well before the COVID-19

the underlying conditions for so-called secular

pandemic started. In other words, the gap between

stagnation – a state of little or no economic growth

the real economy and the financial markets will

– such as aging populations and low interest

likely remain wide in the post-pandemic era.

rates are here to stay. This trend of long-term

Disruptions to industry value-chains
COVID-19 has posed immense challenges to

suspended production. Auto exports for the whole

global value chains in terms of both the supply

year sank by over 20 percent compared to the

and demand sides as the pandemic situation is

previous year.

significantly disrupting industry value chains. The
suspension of business operations put pressure

The disruptions caused by the pandemic have shed

on the availability of finished goods for sale and

light on drawbacks of long-distance supply chains.

components used in factories to manufacture such

A major drawback is that businesses can hardly

goods. Lockdown and social distancing measures

respond to the crisis as swiftly as needed and be

caused a massive spike in consumer demand for

left with piles of costly inventory. This has called

staples mostly driven by panic buying.

for a more agile, flexible and localized production
network, accelerating the reconfiguration of

In Korea, the biggest demand shocks have been

global value chains, which were already under

felt in retail sales especially in offline sales. Retail

pressure due to issues like protectionism, climate

sales suffered a monthly decline of six percent in

change and extreme weather events. As a result,

February 2020 when the nation was first hit by a

companies increasingly look for more local-to-local

surge in confirmed cases of infection, according

supply chains and turn to reshoring.

to a report published by the Korea Institute of
Finance1). The first quarter of 2020 saw a year-on-

In response, the Korean government announced

year drop of 6.4 percent in retail sales.

measures in July 2020 to support reshoring
companies that are moving their production

On the supply side, the pandemic took a heavy

facilities back to Korea. The announcement came

toll on assembly lines of automobiles and

after manufacturers had gone through disruptions

smartphones and the processing of related parts.

in global supply chains due to shutdowns in many

Korean smartphone makers suffered a year-on-

parts of the world amid the coronavirus pandemic.

year decrease of 16.5 percent in the second quarter

Although reshoring may generate relocation

of 2020. Korea’s exports of automobile parts

expenses and higher labor costs, it is becoming

plummeted by 66.7 percent in May 2020 compared

more important for some businesses to secure key

to a year earlier as foreign car manufacturers

supplies in a more effective and stable way.

1) An Economic Paradigm Shift and Challenges in the Post COVID-19 World, December 2020, the Korea Institute of Finance
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Rise of the digitalized economy
Value chains are also being affected by the rise

the population. In this contactless world, digital

of the digitalized economy. For some companies,

tools and solutions enable people to work, meet

embracing digital solutions has become the

with each other, shop or go to school virtually.

only option to stay in business amid mandated

The pandemic has sparked a hike in ecommerce

shutdowns and restricted economic activities. For
many others, operating digitally has become more

as consumers continue to avoid visiting stores.

essential than ever to thrive.

The value of online shopping transactions in Korea

Considering that most aspects of people’s daily lives

quarter of 2020, growing by 24.6 percent from a

rely on human-to-human contact, digitalization is

year earlier. That growth rate also represented

the key to doing things without direct contact with

the highest on record. A growing preference to

others. Physical distancing is deemed the most

online shopping is a clear indication of accelerated

effective way to control the spread of COVID-19

digitalization, which is set to stick even after things

until vaccines can be widely distributed to protect

become normal.

hit an all-time high of KRW 42 trillion in the third

Year-on-Year Growth of Online Shopping Sales in Q3 2020
(Unit: %)
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Korea’s GNI per Capita in 2020
Korea is likely to overtake Italy, one of the G7
2)

economies , in terms of gross national income

will be for the first time that Korea would surpass

(GNI) per capita as its economy fared relatively well

any of the G7 economies in terms of GNI per

compared to the European economy in the midst

capita.

of the coronavirus pandemic, according to the

2) The US, France, the UK, Germany, Italy, Canada and Japan
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estimates by the Bank of Korea in January 2021. It

The nation’s economic resilience and effective

economies suffered woefully deep recessions. The

management of the pandemic have helped it avoid

UK economy is forecast to shrink by 11.2 percent in

getting a severe dent from the pandemic-triggered

2020, with Italy and France by 9.1 percent each and

economic downturn. Korea has been one of the

Germany by 5.5 percent according to the OECD.

best performing economies in the world at a time
when the global economy is facing the sharpest

The Korean economy relies on exports and

economic slowdown since the Second World War.

manufacturing, both of which have been showing

Korea’s GNI per capita is estimated to have slightly

setbacks. In particular, the semiconductor

fallen to around USD 31,000 in 2020 from USD

industry has been strongly rebounding, providing

32,115 in 2019. That is mostly because economic

momentum to economic recovery. On the other

output declined, but there are other factors like

hand, economies like Italy depend more on

a stronger won and low inflation. The nation’s

the tourism and services sectors, which have

nominal gross domestic product (GDP) growth

experienced an unprecedented crisis due to

rate will likely hit zero and its real GDP is expected

the immediate and profound shocks from the

to decrease by only one percent. This represents

COVID-19 outbreaks.

signs of recovery in recent months after some

economic success considering that other major

GDP Projections by Country
(Unit: %)
Country
Argentina

2020
-12.9
-6.0

Canada

-5.4

China
-5.5
-2.4
-9.1

-9.2

5.1
3.2

2.3

1.5

2.8

-4.3

3.4
3.4

2.8

-5.1

3.2

-1.3

2.9

-8.1

2.2
3.6

3.1

-11.2

4.2

United States

-3.7

World

-4.2

G20

4.0

3.3
4.8

3.6

Russia
Saudi Arabia

3.3

4.3
-1.1

Turkey

4.9

2.8
7.9

Korea

Euro area

2.0
8.0

-9.9

-5.3

United Kingdom

3.5

3.1
2.2

6.0

Japan

South Africa

2.6

-9.1

Indonesia

Mexico

3.2

1.8

Germany

Italy

4.6

-3.8

Brazil

India

2022

3.7

Australia

France

2021

-7.5

2.5
3.2
4.1

3.2
4.2

3.5
3.7

3.6
-3.8

4.7

3.3
3.7

(Source: OECD (2020), "OECD Economic Outlook, December 2020", OECD Economic Outlook: Statistics and
Projections (database). Created with Datawrapper)
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Insurance Regulatory Changes in 2021
In 2021, the insurance industry will see a raft of

insurance market. Here is a summary of the key

regulatory developments that bring changes to the

changes going into effect this year:

Modified low-surrender-value insurance products
Insurers need to modify the structure of insurance

are required to set the refund rate that is equal

products with no or low surrender value under

to or lower than the rates of other comparable

the revised Insurance Business Supervisory

standard insurance policies.

Regulations. When designing such products, they

Comparison between Standard and Low-Surrender-Value Policies
(Unit: KRW)

Low-Surrender-Value Policy

Standard Policy
Surrender
Value
Premium
During the
payment
term
Period
(year)

After the
payment
term

Refund
Rate

Before
Surrender
Value

23,300

After
Refund
Rate

Surrender
Value

16,900

Refund
Rate

14,500

1

-

0.0%

-

0.0%

-

0.0%

5

1,049,900

75.1%

-

0.0%

-

0.0%

10

2,418,500

86.5%

-

0.0%

-

0.0%

20

5,438,900

97.3%

5,438,900

134.1%

3,384,723

97.3%

30

6,657,500

119.1%

6,657,500

164.1%

4,143,079

119.1%

50

8,868,700

158.6%

8,868,700

218.7%

5,519,148

158.6%

70

9,877,300

176.6%

9,877,300

243.5%

6,146,818

176.6%

*The above table is shown as an example based on a whole life policy for a 40-year-old male insured with the sum insured
of KRW 10 million, premium payment term of 20 years, applicable interest rate of 2.5%, lapse rates of 3.5% during the
premium payment term and 2.5% after the payment term.
(Sources: Financial Services Commission, Financial Supervisory Service)

Low-surrender-value insurance products would

after the expiration was higher than other return

charge lower premiums than other return of

of premium term policies, which caused market

premium term policies and provide no or lower

confusion and resulted in mis-selling practices

cash surrender value if policyholders cancel their

where sales pitches focused only on the high cash

plans before the premium payment term expires.

surrender value after the end of the premium

However, the problem was that the surrender value

payment term.
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To address concerns on these marketing practices,

should be offered at even lower premiums in

the financial supervisory authorities changed the

exchange for lower refund rates from January 2021.

regulations so that low-surrender-value policies

New version of medical expense insurance to be released
A new form of medical expense insurance will

non-benefit expenses being covered through a

come on the market in July 2021. The new plan will

rider. This distinction between the two types of

charge lower premiums with higher deductibles,

expenses is expected to curb moral hazards such

but the coverage limit will remain similar to that of

as overtreatment by doctors or medical service

the existing plan. The product will have a different

providers and superfluous spending on health care

structure where the base policy only covers the

services by consumers. It will also help address the

medical expenses classified as paid benefits under

concern that prices have been sharply rising due to

the National Health Insurance (NHI) program, with

increasing claims.

Medical Expense Insurance Payouts
(Unit: KRW trillion)

(Unit: KRW thousand)

12
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11.0

10

257

8

211

6

161

4

4.9

175

7.0

7.5

200
150

5.6

100

2
0

300
250

8.7

226

350

50
2014

2015

2016
Payouts per Person (Right)

2017

2018

2019

0

Total Payouts (Left)

(Sources: Financial Services Commission, Financial Supervisory Service)
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Medical treatments that fall into non-benefits

Those treatments have been the primary culprits

include chiropractic or osteopathic manipulative

behind excessively high loss ratios of medical

treatment, extracorporeal shock wave therapy,

expense plans as some of the treatments have

prolotherapy and magnetic resonance imaging.

been widely abused by the insured public.

Annual renewal premiums for the rider will be

been paid out over the previous year. There will

rated according to the grades of how much

be five grades, and each grade will determine the

insurance claims for non-benefit expenses have

premium rate as below:

Grade

1

2

3

4

5

Rate change (%)

-5

0

+100

+200

+300

Non-benefit insurance payouts
(KRW million)

0

under 1

under 1.5

under 3

over 3

(Sources: Financial Services Commission, Financial Supervisory Service)

Another change is that the coverage renewable

insurance plan to become more aligned to the NHI

term will be shortened to five years from the

program, according to the financial supervisory

current 15 years, which means the policyholder

authorities. In other words, the medical expense

can extend the coverage term every five years

insurance coverage can be adjusted more swiftly in

without having to re-qualify for the new coverage.

response to changes in the medical environment

This change is intended to allow the private health

and the public health insurance system.

Compulsory liability insurance for owners of dangerous dogs
Owners of dangerous dogs are required to have

property damage. All dogs have the potential

liability insurance that covers losses arising from

to become aggressive or cause harm to people

accidents that their pets may cause. This new

unintentionally, but there are five breeds of

requirement becomes effective starting from

dogs that are considered particularly dangerous

February 2021 when a revision to the Animal

under the law including American Pit Bull Terrier,

Protection Act enters into force. The mandatory

Staffordshire Bull Terrier and Rottweiler. Those

liability insurance coverage will help protect owners

who own any of such dangerous dogs but have no

of dangerous dogs from financial responsibilities

liability insurance coverage are subject to a penalty

when their dog injures someone or causes their

of up to KRW 3 million.

Compulsory liability insurance for fire safety and protection businesses
A new compulsory insurance plan is to be

as bodily injury, death and property loss arising

introduced for the fire safety and protection

from the failure of their equipment or systems.

industry as of February 2021 under the Firefighting

Operations subject to the mandatory insurance

Industry Promotion Act. The insurance coverage

requirement include the installation, design and

protects fire safety and protection businesses in

maintenance of fire extinguishers, fire alarms and

the event of a claim for third party damage such

sprinkler systems.

15
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Compulsory liability insurance for operators of outdoor advertising signs
Operators of outdoor advertising signs will be

loss resulting from the falling or destruction

required to have liability insurance that covers their

of outdoor advertising signage. The insurance

legal responsibility for others if their advertising

obligation will take effect in June 2021 under

signs collapse or break down. This mandatory

the revised Act on the Management of Outdoor

insurance provides coverage against the third party

Advertisements.

damage such as bodily injury, death and property

Lower capital requirements for small insurance firms
Entry requirements for small insurance companies

implies, their business is limited to selling the

will be lowered with the minimum capital being

insurance policies that have shorter coverage

reduced from KRW 5 billion starting from June

periods and smaller amounts insured than other

2021. The financial regulator is planning to issue

regular products, which the regulatory authorities

a license for small insurers dealing in specialized

say will promote insurance product diversity

lines and customized retail products such as pet

in the market. Currently, the minimum capital

insurance, electric scooter insurance and travel

requirement for a multi-line insurer is KRW 30

insurance. Such insurers are specifically called

billion, while a minimum capital of KRW 5 billion is

“short-amount short-term” insurers, which are

required for some mono-line insurers.

already active in countries like Japan. As the name

Minimum Capital Requirements by Line of Business
(Unit: KRW billion)

Line of Business

Minimum Capital
Requirement

Line of Business

Minimum Capital
Requirement

All Lines

30

Liability

10

Fire

10

Burglary

5

Marine, Aviation, Transit

15

Life

20

Motor

20

Health

10

Guarantee

30

Personal Accident

10

(Sources: Financial Services Commission, AXCO)
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Health management services by insurers for the general public
The health management services provided by

customers mostly as a supplement to their health

insurance companies have become available

insurance coverage. The sales of health insurance

to the general public since December 2020.

that rewards healthy behaviors have been

They are designed to help people improve their

sharply rising since it was released first in 2018.

lifestyle behaviors such as increasing physical

Now insurance firms can develop various health

workouts, maintaining healthy diets, reducing

management and wellness programs that are sold

or quitting smoking and staying well-informed

to general consumers such as health tracking and

of pharmaceutical products. Previously, insurers

analysis tools.

were allowed to provide such services only to their

Sales of Health Insurance that Rewards Healthy Behaviors
2018

2019

2020 (Jan - June)

Total

No. of New Policies

68,516

291,914

480,103

840,533

Premium (KRW billion)

1,209

2,193

5,802

9,204

(Source: Financial Services Commission)

Preliminary Business Results of Insurers in Korea for the First Nine Months of 2020
The insurance industry in Korea continued to

there was an improvement in business results from

build on the momentum from the first half of the

savings insurance. Non-life insurers’ net income

year into the third quarter. Insurance companies

jumped by 10.2 percent to KRW 2,423.2 billion

reported KRW 5,574.7 billion in net income for the

thanks to reduced underwriting losses in motor

first nine months of 2020, up 6.1 percent from the

and long-term lines of business. One of the many

same period of 2019. This winning streak in profit

knock-on effects of the COVID-19 pandemic has

came in spite of investment losses driven by lower

been a decrease in motor claims due to a reduced

interest rates and a stronger Korean won.

use of vehicles amid social distancing. There has
also been a drop in outpatient visits to hospitals for

Life insurers saw their net income increase by 3.1

non-urgent and elective medical treatment, which

percent to KRW 3,151.5 billion as underwriting

has temporarily brought down the loss ratios of

losses narrowed by KRW 408.3 billion. In particular,

accident and health insurance.
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Net Income
(Unit: KRW billion)

Jan - Sep 2019

Jan - Sep 2020

Change (%)

Life Insurers

3,056.9

3,151.5

3.1

Non-Life Insurers

2,198.3

2,423.2

10.2

Total

5,255.2

5,574.7

6.1

(Source: Financial Supervisory Service)

Both life and non-life insurers experienced some

disposition of financial assets, but their interest

setbacks in their investment operations mostly

income and foreign currency translation gains

due to falling interest rates and the Korean won’s

shrank, putting pressure on overall investment

rally against the US dollar. They reported gains on

returns.

Premium Income
(Unit: KRW billion)

Jan-Sep 2019

Jan-Sep 2020

Change (%)

Life Insurers

78,196.9

81,540.1

4.3

- Savings

24,319.8

26,658.9

9.6

- Protection

32,280.7

33,593.3

4.1

- Variable

13,477.2

12,803.7

-5.0

8,119.2

8,484.2

4.5

66,934.0

70,888.3

5.9

- Long-term

39,579.7

41,684.2

5.3

- Motor

13,004.4

14,601.6

12.3

- General P&C

7,353.6

8,110.1

10.3

- Retirement Annuity, etc.

6,996.3

6,492.4

-7.2

145,130.9

152,428.4

5.0

- Retirement Annuity, etc.
Non-Life Insurers

Total
(Source: Financial Supervisory Service)

Total premium income of insurers grew by five

decreased due to a hike in surrenders. Non-life

percent to KRW 152.4 trillion for the first three

insurers reported KRW 70.9 trillion in premium

quarters of 2020. Life insurers saw their premium

income, up 5.9 percent. Motor and general P&C

income increase by 4.3 percent to KRW 81.5 trillion

insurance sectors posted double-digit growth rates

on the back of savings and protection insurance.

of 12.3 percent and 10.3 percent respectively.

Premiums from variable insurance products
18

In terms of profitability, the return on assets (ROA)

life insurance firms reported higher ratios than

ratio of the Korean insurance industry remained

life insurers thanks to their stronger bottom-line

steady at 0.59 percent, while the return on equity

results.

(ROE) ratio was slightly down to 5.47 percent. Non-

ROA and ROE
(Unit: %)

ROA

ROE

Jan-Sep 2019

Jan-Sep 2020

Change (%p)

Life Insurers

0.46

0.45

-0.01

Non-Life Insurers

0.95

1.00

0.05

Total

0.59

0.59

0.00

Life Insurers

5.02

4.61

-0.41

Non-Life Insurers

7.12

7.56

0.44

Total

5.73

5.47

-0.26

*Individual figures may not add up to the total shown due to rounding.
(Source: Financial Supervisory Service)

The total assets of insurers increased by 5.6

shareholders’ equity of the insurance industry

percent year on year to KRW 1,291.6 trillion at

stood at KRW 141.8 trillion, up seven percent.

the end of September 2020. They were broken

The growth was backed by increases in retained

down into KRW 954.5 trillion for life insurance and

earnings and mark-to-market gains of available-

KRW 337.1 trillion for non-life insurance. The total

for-sale securities.

Total Assets and Shareholders’ Equity
(Unit: KRW trillion)

As of Period End

Total Assets

Jan-Sep 2020

Change (%)

Life Insurers

904.6

954.5

5.5

Non-Life Insurers

319.0

337.1

5.7

1,223.6

1,291.6

5.6

Life Insurers

88.4

95.4

7.9

Non-Life Insurers

44.2

46.4

5.0

Total

132.6

141.8

7.0

Total
Shareholders’
Equity

Jan-Sep 2019

(Source: Financial Supervisory Service)
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RBC Ratios of the Korean Insurance Industry as of September 2020
As of late September 2020, the financial health of

rose by 7.5 percentage points quarter on quarter

the Korean insurance industry improved compared

to 283.9 percent at the end of September. The

to three months earlier. The average risk-based

solvency ratio increased for two quarters in a row,

capital (RBC) ratio of insurance companies in Korea

backed by greater earnings and rising stock prices.

RBC Ratios of Insurers in Korea
(Unit: %)

340
330
320
310
300
290
280
270
260
250
240
230
220
210
200

296.0
285.4
267.6
258.2
257.9
238.6

Dec
2017

249.9

263.3
253.5

233.7

234.8

Mar
2018

June

272.0

271.2

284.6
282.4

261.2

242.8

242.6

Sep

Dec

252.1

Mar
2019

Life Insurers

256.9

June

Average

292.6
281.2

286.9

273.9
261.9

303.5

301.2

260.0

Sep

277.2

269.6

267.2

241.5

241.6

Dec

Mar
2020

283.9

248.6

247.7

June

Sep

Non-Life Insurers

(Source: Financial Supervisory Service)

The insurance industry remained financially strong

173.6 trillion as of September 30, 2020.

in spite of the exceptional circumstances where the

20

operating environment has been impacted by the

Meanwhile, insurers saw their required capital

COVID-19 pandemic. Positive net income results

expand by 2.7 percent as credit and market risk

and issuance of hybrid capital securities helped

amounts grew in line with increasing assets under

bolster insurers’ capital strength. There was also

management. Another factor that raised the

a growth in other comprehensive income arising

required capital was the full recognition of credit

from stock price gains. As a result, the amount of

and market risk charges for guaranteed retirement

available capital increased by 5.5 percent to KRW

annuities.

The average RBC ratio of life insurance companies

The RBC ratio is a key measure of how financially

jumped by 10.8 percentage points quarter on

strong an insurer is, indicating its ability to absorb

quarter to 303.5 percent. The solvency of non-life

losses and pay insurance claims to policyholders.

insurers also went up but only by a modest level.

Insurers are required to maintain the ratio at 100

Their average RBC ratio remained 1.2 percentage

percent or above. The supervisory authorities

points higher at the end of September than three

monitor the RBC ratios of insurers, and in case of

months earlier. Both life and non-life insurers have

any signs of deterioration in the ratio, they will

been focusing on strengthening their capital bases

guide the financially weakening insurer to take

in preparation for more stringent capital standards

proactive actions such as more rigorous stress

scheduled to take effect in 2023.

testing and capital raising.

Changes in RBC Ratios of the Korean Insurance Industry
(Unit: KRW trillion)

Q2 2020

Q3 2020

As of Period End

Available
Capital

Required
Capital

RBC
Ratio(%)

Available
Capital

Required
Capital

RBC
Ratio(%)

Change in
RBC Ratio
(%p)

Life Insurers

112.8

38.6

292.6

120.4

39.7

303.5

10.8

Non-Life Insurers

51.6

20.9

246.5

53.2

21.5

247.7

1.2

Total

164.4

59.5

276.4

173.6

61.1

283.9

7.5

*Individual figures may not add up to the total shown due to rounding.
(Source: Financial Supervisory Service)

Latest Developments in the Crop Insurance Market
The crop insurance market in Korea has been

caused by harmful insects, birds or wild animals.

growing fast with support measures from the

Typhoon, hail and spring frost are among the

government over the past two decades. Crop

biggest perils, and the main insured crops are rice

insurance is a part of the government-subsidized

and fruit.

agricultural and fishery disaster insurance
scheme designed to support the management of

The subsidy from the national and municipal

catastrophic risks and provide financial stability to

governments covers up to 85 percent of the

the farming and fishery industries.

premium, and the insurance buyer’s contribution is
therefore 15 percent of the premium. In addition,

Most types of agricultural produce are covered

100 percent of insurance operating expenses are

by crop insurance against a broad range of perils,

also subsidized.

including natural disasters, fire, blight and damage
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Crop Insurance Take-up Rate
(Unit: %)

(Unit: person)

50

441,000

45
40

350,000

277,100

30
25
180,900

20
15

300,000

195,800

45.2

38.9

33.1

27.5

10
0

2001

250,000
200,000
150,000
100,000

17.5

5

450,000
400,000

341,200

35

500,000

50,000
2016

2018

Take-up Rate (Left)

2019

2020

0

Number of Policyholders (Right)

(Source: Ministry of Agriculture, Food and Rural Affairs)

There is rising interest among farmers in risk

of 45.2 percent. The total sum insured soared to

management through crop insurance. As of

about KRW 20 trillion in 2020 from KRW 15.7 trillion

late 2020, around 441,000 farmers took up crop

in 2019. Insurance payouts reached KRW 1,019.3

insurance, representing a record high take-up rate

billion in 2020.

Crop Insurance Payouts
(Unit: KRW billion)

1,200
1,019.3

1,000

909.0

800
584.2

600
400
287.3

200
90.3

0

2010

2017

2018

(Source: Ministry of Agriculture, Food and Rural Affairs)
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2019

2020

However, the loss ratio has been hovering way

Third, more deductible options will be made

above 100 percent over the recent years due to

available under the principle of “Higher Deducible

increasing natural disasters. In 2020, the loss ratio

for Greater Coverage” to offer wider choices to

stood at 150.3 percent because farmers were hit by

insurance buyers. For example, a 10 percent

strong typhoons and torrential rain in the nation’s

deductible plan will be offered when a farmer

monsoon season, which was the longest on record.

has purchased crop insurance for three years in

It was down from 186.2 percent in 2019 but still

a row, with the aggregate loss ratio below 100

remained high. This has led the premium rates to

percent as opposed to the current standard of

keep rising and caused a severe drain on public

below 50 percent. And a lower deductible means

funds, putting economic pressure on both farmers

a smaller subsidy from the government. Changes

and the government.

in government subsidy will be phased in over the
coming years.

In response, the government announced measures
to improve the crop insurance program in

Fourth, measures to reduce adverse selection

December 2020. First, the basic rates will be based

and moral hazard will be strengthened to

on a smaller geographical unit to better reflect risks.

ensure the fairness of the insurance program.

This will prevent a high loss ratio in a particular

When abnormalities are identified during the

community from affecting premium rates in others

underwriting or loss assessment processes, a

within the same county. The new rating method

reinforced risk survey or examination will be

will be applied first to apples and pears in 2022 and

conducted to reduce moral hazard.

then to other crops like rice later on.
In addition, a set of indicators and management
Second, the maximum premium hike will be

manuals will be created to adjust the extent of

raised to 50 percent from the current 30 percent

coverage and premium rates depending on loss

on a five-year burning cost basis. When the five-

experiences. Those measures will be critical to

year aggregate loss ratio reaches 200 percent or

ensuring that the crop insurance program is

higher, the premium can be raised by up to 50

operated in a financially sound way.

percent. This change will help address the current
inadequate pricing issue.
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Korean Re Share Buybacks in 2020
Korean Re implemented large-scale share buybacks

repurchases reflected not only the confidence that

in 2020 as part of its shareholder return policy.

the company has in its business and future cash

Its robust financial strength and cash balances

flow generation, but also its ongoing commitment

enabled the company to invest in its business with

to raising the investment value of its stock.

the aim of increasing shareholder value. The share

Korean Re Share Buybacks in 2020
Dec 2019

Dec 2019 Feb 2020

Feb - Apr
2020

Apr - May
2020

June - July
2020

Aug - Sep
2020

Number of Shares
Purchased (million)

-

2.5

5.0

2.0

1.5

1.6

Number of Shares
Held in Treasury (million)

5.5

8.0

13.0

15.0

16.5

18.1

Portion of Treasury
Shares (%)

4.6

6.6

10.8

12.5

13.7

15.0

A series of share buyback transactions were made

Korean Re has a long history of returning value

from December 2019 to September 2020, with a

to shareholders based on its consistent dividend

total of 12.6 million shares being repurchased for

policy to offer attractive and sustainable returns to

KRW 98.7 billion. The volume was worth around

shareholders. Its total dividend payout hit a record

four percent of the company’s capital and surplus

high of KRW 57.4 billion in 2019 thanks to strong

as at the end of 2019. As a result, treasury shares

net income results. The payout ratio was gradually

accounted for 15 percent of the total shares as of

raised to 30.4 percent in 2020 compared to 23

September 2020, sharply up from 4.6 percent in

percent in 2016.

December 2019.

Dividend Performance
2016

2017

2018

2019

2020

Net Income (KRW billion)

162.5

132.5

102.7

191.2

151.3

Total Dividend Amount (KRW billion)

37.3

34.5

31.6

57.4

46.0

Payout Ratio (%)

23.0

26.0

30.8

30.0

30.4

Dividend per Share (KRW)

325

300

275

500

450

Dividend Yield (%)

2.8

2.7

3.1

5.3

5.2

*The above figures are based on the company’s separate financial statements.
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Korean Re Recruitment Drive in 2020
Korean Re implemented its regular recruitment

intuitive interface. The company also embraced a

plan and welcomed 14 new hires in December

digital solution based on the artificial intelligence

2020. Although many companies were freezing or

technology as part of the comprehensive candidate

adjusting their hiring plans for the year due to the

evaluation processes.

coronavirus pandemic, Korean Re went ahead with
its annual hiring plan based on current and future

The new employees are supposed to start to work

workforce needs and carried out its recruiting

in late February 2021 after going through the

campaign with strict safety protocols being put in

orientation and onboarding processes where they

place.

would learn about the organization’s environment,
culture, corporate policies and procedures.

Instead of holding face-to-face recruiting campaign
events on university campus, the company

In addition to the annual recruitment program

utilized an online-video-sharing platform to

mostly targeting those who are fresh out of college

communicate its hiring needs and attract talent.

or soon-to-be graduates, Korean Re also hires

A set of marketing videos were put up on its

experienced and skilled workers from diverse

renovated recruiting website that has an easy to

backgrounds on an as-needed basis.

follow navigation structure and provides a more

(Photo: A group of Korean Re employees are shooting video clips to communicate the company's hiring plan for 2020)
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