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Official Name: The Republic of Korea  (The country is commonly known as South Korea)         
Location: South Korea is bordered on three sides by the sea and to the north by the 

demilitarized zone which divides it from North Korea. The country is hilly or mountainous with 

around 3,000 offshore islands.  Surface Area:  99,274 km²         Capital: Seoul      
Currency:  The Korean currency is the won, which is abbreviated to KRW 

Climate: The extreme south experiences a humid, warm, temperate climate while the rest of 

Korea has continental temperate conditions with distinct seasons. Spring and autumn are 
pleasantly warm and dry. Winter is cold and dry with temperatures below freezing point for most 
of December through to February. The summer months of July and August are the rainy season 
with precipitation of between 40 inches to 60 inches (1,016 millimetres to 1,524 millimetres). The 
country is regularly afflicted by typhoons during the period July to September.  

 

  



 
 

e/f = Fitch Solutions estimate/forecast. Source: National sources, Fitch Solutions 

  



 Rating  Outlook Rating Date 
Fitch  AA- Stable 7/2021 

Standard & Poor's Aa2 Stable 9/2020 

Moody's Aa2 Stable 5/2020 
Sources: Moody's, Standard & Poor's, Fitch Ratings 

 

 

 
 
 

 Earthquake and Other Geological Hazards 
- The Republic of Korea is conventionally regarded as having a low exposure to earthquake. Around 2,000 

earthquakes have been recorded in the last 2,000 years of which only 48 were destructive. 
- South Korea has a possible exposure to volcanic eruption from Mount Baekdu, a massive volcano on the 

North Korean/Chinese border. 
 Windstorm 

- Typhoons and accompanying floods are the most serious natural hazards in Korea, though reinsurers 
regard the country's hazard rating as only "average to above average" . 

- Numerous storms occur each year, usually in the typhoon season from July to September. On average, the 
country experiences between one and three typhoons a year. 

- Normally limit insured typhoon and flood losses to between 2% and 3% of total economic losses. An 
exception to this was Typhoon Maemi in September 2003, which caused record insured losses of KRW 
644.36bn (USD 540.75mn), equivalent to 12% of total economic losses. 

- The Law Regulating Damage by Storms and Floods, which came into effect on 31 December 2005, is 
intended to encourage farmers to purchase commercial windstorm/flood insurance in order to reduce 
pressure on the government to provide ex gratia compensation from public funds. 

 Flood: 
- Most parts of the country can be affected by flooding and associated landslides, particularly during the 

main typhoon season. Flooding is mainly caused by excessive rainfall. Precipitation rates regularly reach 2.8 
inches (70 mm) to 3.5 inches (90 mm) per hour and 11.8 inches (300 mm) per day. 

 Hail:  
- Hailstorms can occur in most parts of the country. Because the Korean peninsula is so narrow, storm 

clouds cannot rise high enough to form large hailstones. 
 

 

 
 
 
Cost of damage caused 
by natural disasters 
in South Korea 
from 2010 to 2019 
 (in billion South Korean won) 

 

 
 
 



 

Historical Development: 
 

1922 The first Korean insurance company, Oriental Fire & Marine, was established. 
1953 After the Korean War the insurance industry was subject to close government control. Legal restrictions, 

including an economic needs test, effectively restricted market entry to Korean-owned companies, most of 
which were established by the leading industrial conglomerates known as "chaebol". 

1962  - The Insurance Business Law was first enacted. 
- A fire insurance rating committee was established to promulgate a fire tariff. Tariff control was extended in 
1966 with the establishment of the Korea Non-Life Insurance Rating Association which was replaced in 1989 
by the Korea Insurance Development Institute. 

1963 - The Medical Insurance Act was passed that required workplaces of 300 or more employees to establish a 
medical insurance association. 
- Korean Re was established as the market reinsurer with a legal monopoly of proportional reins business. 

1976 The National Health Insurance Act was passed, replacing the Medical Insurance Act. 
1996 Korea acceded to the OECD and began the process of deregulating its insurance industry. 
1995 The Depositor Protection Act was passed in December. The Korea Deposit Insurance Corporation (KDIC) was 

established on 1 June 1996. 
1997 - The Act on the Establishment of the Financial Supervisory Organizations (EFSO) was passed in December 

following a number of insolvencies of banking and insurance entities. The act created the Financial 
Supervisory Commission (later renamed the FSC). 
- Korean Re's reinsurance monopoly was formally abolished. 

1998 The Financial Supervisory Commission was established as a "super regulator" of the entire Financial Services 
Sector.  

2000 Tariff controls were formally abolished. 
2001 Motor insurance rating was liberalized. Kyobo Auto was launched as the first direct motor writer. 

2003 Amendments to the Insurance Business Law allowed brokers, established bancassurance, and the 
products that could be distributed by this channel. 

2004  The two specialist bond underwriters, Korea Guarantee and Hankuk Fidelity, were forcibly merged and taken 
over by the government after suffering massive losses on corporate bond guarantees. 

2008 The EFSO was wholly revised and reissued as the Act on the Establishment of the Financial Services 
Commission was passed in December, renaming the Financial Supervisory Commission. 

2009 The Financial Investment Services and Capital Markets Act came into force liberalising ownership and 
competition between financial institutions. 

2010   - The Insurance Business Law was wholly revised by Act No 10394. 
- Act No 10339 of 4 June 2010, effective from 1 January 2011, amended many social security laws to allow the 

National Health Insurance Corporation (NHIC) to be the sole collector for all social security contributions. 

2011 The Insurance Business Law was amended by Act No 10688. The FSC was empowered to investigate both 
consumers and insurance solicitors with respect to their knowledge of insurance contracts. The 
Depositor Protection Act was amended to require disclosure of the extent to which policyholders were 
protected in terms of the act. 

2012 The National Agricultural Co-operatives Federation (NACF or NongHyup in Korean) transferred its co-operative 
insurance business to a new subsidiary called NongHyup Property & Casualty Insurance Co Ltd.AXA General 
acquired ERGO Daum Direct. 

2014 On November 5, 2012, the Financial Services Commission (FSC) announced that the regulations on financial 
investment business would be amended as there had been ongoing concerns regarding the practice of fund 
distribution. The amendment included the provisions that  prohibit insurance companies from outsourcing 
more than 50% of their variable insurance assets to affiliated asset managers within the same business group. 
The restriction on outsourcing to affiliated fund managers became effective as of January 1, 2014. 

 



 
2017  Disaster liability insurance;, which came into effect in January 2017;  is one of the compulsory insurance plans 

in Korea, which covers against third party bodily injury and property damage as a result of disasters arising 
from fire, explosion or collapse of buildings. 

The biggest challenge faced by insurers is increasing their capital to meet the new liability valuation standards being 
imposed from 1 January 2022 by IFRS 17 and an enhanced risk-based capital system known as K-ICS.  The 
implementation dates of IFRS 17 and K-ICS have been deferred by a year to 1 January 2023. 
 

 

Regulatory Environment and Market Structure 
 

Regulatory bodies: 
 

As with banking, the primary regulator of the insurance sector is the FSC, which was created in 
1998 and reformed in 2008 to integrate regulatory and supervisory functions. Since the 2008 
reform, the FSC has been largely responsible for the development of financial sector policies, 
with a statutory mandate to draft and amend financial laws and regulations. 
 

The FSS is the supervisory 
arm of the FSC and is the 
institution with direct 
oversight of the insurance 
sector, responsible for 
enforcing legislation and 
directives as charged by the 
FSC. The FSS was 
established as a quasi-
governmental, fully-
integrated supervisory 
authority in the wake of the 
1997 crisis. It conducts the 
prudential supervision of 
both life and non-life 
insurance companies, 
ensuring consistency with 
the country's laws, 
guidelines and standards. 

 
 

Key Legislations  
& Regulations: 
 

 The Insurance Business 
Act (1962, rewritten in 
2003, plus later 
amendments)  

 Act on the 
Indemnification for Fire-
Caused Loss and the 
Purchase of Insurance 
Policies (1973, plus 
amendments) 

 

 

Number of Insurance Companies  As of December 31, 2020 

 There are 55 insurers in Korea.  
- The number of life insurers is 24 (15 domestic and 9 foreign insurers) 
- The number of non-life insurers is 31 (14 domestic and 17 foreign insurers). 

 

Auxiliary Organizations 
 The primary trade entities for the sector are: The General Insurance 

Association of Korea and the Korea Life Insurance Association, which represent 
the interests of member insurance companies and propose policy changes 
where deemed necessary.  

There are also two non-profit think-tanks: The Korea Insurance Research 
Institute and the Korea Insurance Development Institute, both of which seek 
to aid the development of the sector via information gathering, trend analysis 
and statistical presentations. 

Pools 
There are 4 pools in the market: 
 Assigned insurance plan (AIP) pool: The AIP pool provides motor insurance for 

special risks and motorists whose accident records would normally justify 
declinature. 

 Small vessels pool: The General Insurance Association of Korea administers a 
market pool for unclassified vessels under 500 GRT. 

 Bonded goods pool: The General Insurance Association of Korea administers a 
market pool for marine cargo insurance for government property and for fire, 
inland floater and comprehensive coverage for bonded goods. 

 Nuclear pool: Korean Re administers a nuclear pool which writes both domestic 
and international risks. 

 

In addition to these formal pools, there are also ad hoc co-reinsurance panels which 
are formed for the purpose of sharing new or expanding classes of business. One 
example is the crop reinsurance panel that supports Nonghyup's monopoly agriculture 
business; another is the panel formed to write the new type of compulsory cyber 
liability insurance for data handlers which was introduced in June 2019. 



 

 Composite insurance 
is not permitted in 
South Korea. 
However, both life 
and non-life insurers 
can carry on accident 
and health insurance 
business 

 100% FDI is 
permitted in the 
South Korean 
insurance industry 

 Motor third-party 
liability insurance, 
fire and liability 
insurance for 
buildings are the key 
mandatory classes of 
insurance in South 
Korea 

 Non-admitted 
insurance is 
permitted for life 
and reinsurance 
business in South 
Korea. 

 
 

 The Korean Commercial Code (relevant for regulations of insurance contracts) 
 The Corporate Governance Act (2016) 
 The Automobile Accident Compensation Insurance Act (2007, plus 

amendments) 
 

The FSC and its supervisory arm, the Financial Supervisory Service (FSS), also publish 
rules and guidelines within the framework of the primary legislation. 

 
Form of Corporate: 

All insurers must seek a licence from the FSC in order to operate in South 
Korea; the legal entity can be established as: 

- a joint-stock company 
- a mutual company  
- or the branch of a foreign insurer. 

 

An insurer or reinsurer must be licensed and shall establish itself as a Korea branch or a subsidiary pursuant to 
the Insurance Business Act (“IBA”).   

 

A Korea branch is treated as an extension of its foreign head office while a Korea subsidiary is a separate legal 
entity set apart from its parent/shareholder(s).  
 

An applicant must satisfy other qualifications such as (1) “seasoning” with a 
licence in its home jurisdiction, (2) minimum capitalization, (3) an acceptable 
credit rating from internationally recognized credit-rating agencies (e.g., 
A.M. Best’s, S&P and/or Fitch’s), (4) no prior history of sanctions which are 
equal to or more severe than an institutional warning or criminal fines for 
the previous three years, (5) manpower to conduct the core functions of the 
insurance or reinsurance business, and (6) a feasible three-year business 
plan. 

 

Capital Requirement 
The minimum capital required for the insurance business is 30 billion KRW. 
Given that, when an Insurer intends to engage in a single-line insurance 
business, the amount of the paid-in capital or funds should be no less than 5 
billion KRW. 

- Life insurance: 20 billion KRW 
- Annuity (including pension): 20 billion KRW 
- Fire insurance: 10 billion KRW 

- Marine insurance33): 15 billion KRW (includes aviation and 
transportation insurance) 

- Automobile insurance: 20 billion KRW 
- Guaranty insurance: 30 billion KRW 
- Reinsurance: 30 billion KRW 
- Liability insurance: 10 billion KRW 
- Engineering insurance: 5 billion KRW 
- Real-estate right insurance: 5 billion KRW 
- Accident insurance: 10 billion KRW 
- Sickness insurance: 10 billion KRW 
- Long-term care insurance: 10 billion KRW 
- Other insurance business: 5 billion KRW 
- The minimal capital for a branch is KRW 3 billion (approximately USD 2.5 

million), and as a subsidiary it is KRW 30 billion (approximately USD 25 



million).   
 

Other requirements for permission 

- Insurers are required to have adequate professional manpower and physical facilities, including computer 
equipment to carry on the intended insurance business. Insurer’s business plan is required to be feasible 
and sound. Significant owners are required to possess a financial capability to carry on the business and 
have financial soundness and social credit.  

- Also, Insurers should maintain adequate professional manpower and physical facilities, which can be 
waived only by the approval of the FSC with proper measures to protect policyholders and maintain the 
financial soundness of insurers. 

 
 

 
Product Regulation 

Insurance companies may offer certain types of insurance products without presupervisory review 
(“discretionary insurance products”) if the product complies with the basic documentation and the contract 
provision requirements are met for an insurance product. If any of the documentation or contract provision 
requirements is subject to reporting for supervisory review, the product is deemed nondiscretionary 
(“nondiscretionary insurance product”) and subject to reporting.  
 

Supervisory review of an insurance product consists of an ex ante pre-sale review for nondiscretionary 
insurance products and an ex post after-sale review for discretionary insurance products. Documentation for 
the sale of a nondiscretionary insurance product must be submitted to the FSS for supervisory review at least 
30 days prior to the expected date of the sale. 
 

Discretionary insurance products may be offered to consumers without FSS supervisory review in principle. To 
mitigate the risk of consumer harm from discretionary insurance products, the FSS conducts each quarter ex 
post supervisory review to focus on 
defective discretionary insurance 
products. Under the intensive review 
regime, insurance companies submit a 
list of insurance products sold until 
the last day of the following months 
from the end of each quarter. 

 

 
Distribution Regulation 

Solicitation is the act of soliciting, 
negotiating, or procuring the purchase 
of an insurance product from 
consumers. For consumer protection, 
the Insurance Business Act limits 
individuals and entities that may 
engage in insurance solicitation to the 
following: 

(a) Insurance company executives and employees (excluding the company’s chief executive officer, outside 
directors, auditor, and members of the board’s audit committee);  

(b) Insurance solicitors who are registered with insurance associations and employed by an insurance 
company; an insurance solicitors must be employed by only one insurance company except where an 
insurance solicitor employed by a life insurance company solicits a buyer for a non-life insurance company 
(and vice versa); 

(c) Independent insurance agents (also called insurance agencies) that sell insurance products from multiple 
insurance companies and conclude an insurance contract on behalf of an insurance company; and 

 



 

Risk Based Capital Requirement 
As with the banking sector, the FSC/FSS can determine that an insurer requires corrective action if it shows 
financial stress, in this case evaluated via the RBC ratio. A management recommendation is issued if the RBC 
ratio drops below 100%, a demand is issued if it falls below 50% and an order is issued if it drops below 0%. The 
most extreme measures can include the retirement of the company's stocks, the appointment of an external 
manager or a forced merger. The FSC/FSS also has the authority to sanction insurance firms that violate existing 
laws. 

 

 
 

Penalties 
The FSC/FSS also has the authority to sanction insurance firms that violate 
existing laws, and in March 2017 the National Assembly approved changes to 
the Insurance Business Act to toughen the penalties for misconduct. The new 
rules, which came into effect in October 2017, enable the FSC to directly 
suspend directors or officers that violate norms, increase the maximum 
administrative fine to KRW100mn (up from KRW50mn), and raise the 
surcharges applicable when insurance companies exceed limits on credit extensions and ownership of bonds 
and stocks of affiliated entities. 

 

 

Compulsory Insurance: 
 
 

 Fire Legal Liability and Fire Bodily Injury 
Insurance are compulsory for many 
commercial businesses/operations, 
including restaurants, private 
educational institutions, hospitals, 
hotels, government buildings, and small 
businesses located in multi-dwelling 
residential properties.     

 

 Gas Legal Liability is also a mandatory cover for both commercial and residential property owners including 
manufacturers of gas containers, refrigeration and air-conditioning machinery, gas dealers, suppliers, etc.  

 

 Pursuant to the recent Act on Promotion of Information and Communications Network Utilization and 
Information Protection, a provider of information and communications services must procure insurance for the 
potential liability for damages due to leakage or forgery of personal information.  

 

 As in other jurisdictions, automobile insurance is compulsory for all vehicles with an engine of 55cc and higher 
for operation on roads in Korea.  

 

 The Korean Government also administers a mandatory social insurance scheme for every citizen and resident 
with (1) the National Pension, (2) National Health Insurance, (3) Employment Insurance, and (4) Industrial 
Accidents Compensation; premiums are deducted from wages or collected from the individual.  

 

 There is other mandatory insurance, such as oil contamination liability insurance required for ship-owners of oil 
tankers  

 

 Guarantee insurance for real estate brokers. 
 
  



 

Reinsurance Business: 
 

 Korea has a large domestic reinsurance market.  
 There is no state reinsurance company. 
 Business is mainly written by Korean Re and Samsung, though Hyundai, DB, KB and Seoul Guarantee are also 

active overseas. 
 All the domestic and foreign multiline insurers are authorised for inwards reinsurance and all of them write 

inwards business to a greater or lesser extent. 
 Despite the loss of its statutory reinsurance monopoly in 

1997, Korean Re still writes around 80% of local non-life 
reinsurance premiums and 70% of total direct market 
cessions. The explanation for Korean Re's success lies 
partly in a long tradition of market solidarity and partly 
in the company's ability to leverage its huge retrocession 
premium volumes to obtain competitive treaty terms for 
its cedants. The company also offers an extremely high 
level of service to the market, sparticularly in the 
provision of premium quotations for novel or more 
complex risks which are beyond the ability of cedants to 
underwrite on their own. 
A government agricultural support agency acts as co-reinsurer and stop loss reinsurer of government-
subsidised crop business, as mandated by the Law Concerning Crop Insurance 2005. 

 The government also acts as stop loss reinsurer for subsidised natural perils insurance for farm and small 
business buildings in accordance with the Law Regulating Damage by Storms and Floods 2005. 

 With effect from 1 January 2019, insurers have been required to retain a minimum of 10% of every short-term 
policy apart from motor to cover their underwriting expenses. The requirement does not apply to large or 
unusual risks which the insurer's risk management committee has determined it would be impossible for the 
company to retain. The requirement also does not apply to reinsurers' retrocession business. The 10% minimum 
retention is interpreted to mean 10% of the policy premium rather than 10% of the policy limit or sum insured. 

 The risk-based capital (RBC) formula effectively limits the amount of business that may be ceded to reinsurance 
to 50% of a cedant's gross written premium income. 

 Many of the major conglomerate (or "chaebol") programmes are written 100% by the associated insurance 
company. 

 Outside the chaebol market, however, coinsurance is quite common for both marine and non-marine business 
and is mainly used at the policyholder's request. 

 

 
 



 
 

 

 

 

 
 

 

 
 

 
 

 
 
 
 

  



 
 

 
 
 
 

 
 
 
 

  



 

 
 
 
 

 
 
 
 

 
  



 
 
 

 
 
 
 

 
 



 
 
 
 

 

 
 



 
 
 

 
 
 
 

 
 
 
  



 

Korean Insurance Market:   

Global and Regional Position  
 

 
 

 

The Korean 
insurance 
market 
ranked 
seventh in 
total 
premium 
volume, with 
a market 
share of 3.1% 
globally. 

 

 
 
 

 

The 
insurance 
penetration 
ratio of Korea 
was 11.6% in 
2020, ranked 
the sixth in 
the world.  

 
 
 

 

The insurance 
density of 
Korea 
reached 3,741 
USD in 2020, 
ranked the 
sixteenth in 
the world. 

 
 
 

  



Korean Insurance Market:   

Revised Insurance Market Outlook for 2021 
 
 

 
 

 
 

 
 

 


