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Where to go from here?

Market summary 

As in past years, it is somewhat difficult to provide a meaningful insurance industry outlook 
for a region that is so geographically and culturally diverse, and at various stages of 
economic development.

While some insurers operate across multiple geographies, the majority of companies 
operate locally. Nevertheless, all insurers in the region are asking the following questions:

• What type of business do we want to pursue — market leading, niche, product 
manufacturer, distributor, multinational?

• What markets do we want to be in, and should we expand domestically,  
regionally or change product lines?

• How do we get to where we want to be while achieving profitable growth?

As insurers ponder these questions, they are cognizant of an economic slowdown and 
changing regulatory conditions. While there has been a slowdown in economic growth and 
lower interest rates, top-line opportunities are significant in both developing and mature 
markets. For insurers operating in developing markets, growing wealth from the burgeoning 
middle class represents a major source of premium and profit potential, via the sale of 
wealth management and personal lines insurance. Insurers operating in more mature 
markets can grow by enhancing product and service offerings to meet the more complex 
financial planning needs of consumers. Insurers pursuing these opportunities must also 
deliver an acceptable return on capital.

Regulators in many markets are evaluating efforts in Europe and the US to strengthen 
insurer solvency, and taking steps in this direction. These actions will likely lead to the 
development of country-specific solutions, such as the life and general insurance capital 
standards in Australia (LAGIC), rather than a common or unified regional regulatory 
scheme. Ernst & Young’s expectation is that the majority of the region will experience 
common regulatory approaches and language, but the rules will be appropriate to their 
own market’s situation.  Beyond prudential regulation, regulators are focusing on improving 
consumer protection and increasing product transparency. As regulations develop, insurers 
need to adapt their products and business models accordingly.

While there has been  

a slowdown in economic 

growth and lower  

interest rates, top-line  

opportunities are 

significant in both 

developing and mature 

markets.



2013 Ernst & Young2

Asia-Pacific region
Mature
Country Forecast 2013 

GDP change
Forecast 2013 
CPI change

2011 
population 
(millions)

2011 life 
insurance 
premium 
(million USD)

2011 Non-
life insurance 
premium 
(million USD)

2011 life 
insurance 
penetration 
(premium  
% of GDP)

2011 non-life 
insurance 
penetration 
(premium  
% of GDP)

Australia 3.00% 2.50%                 21.8  $ 45,187  $ 43,899 3.0% 3.0%

Hong Kong 4.50% 3.30%                   7.1  24,556  3,293 10.1% 1.4%

Japan 1.70% 0.70%               126.8 524,668  130,741 8.8% 2.2%

Korea 4.00% 3.00%                 49.0 79,161  51,223 7.0% 4.6%

New Zealand  2.60%  2.6%                   4.4  1,548   8,503 0.9% 5.2%

Singapore 4.50% 2.50%                   4.9  11,275  8,188 4.3% 1.5%

Taiwan 4.60% 1.60%            23.3  64,133 14,283 13.9% 3.1%

Balancing these prospects and risks will be a prime consideration for insurers in 2013. Companies operating in a single country must 
sharpen their competitive advantage. Companies operating in multiple countries must assess which markets are providing an acceptable 
return on the capital placed at risk, and which are not. Complicating these issues is the diversity of mature, developing and emerging 
insurance markets across the region. Nevertheless, by selecting the right markets, insurers can finally deliver on the promise that Asia-
Pacific represents. Making poor choices, on the other hand, can be an expensive “false dawn.”

Consistent with previous outlooks,  the insurance market for each location is designated as mature, developing or emerging:  
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Developing
Country Forecast 2013 

GDP change
Forecast 2013 
CPI change

2011 
population 
(millions)

2011 life 
insurance 
premium 
(million USD)

2011 non-life 
insurance 
premium 
(million USD)

2011 life 
insurance 
penetration 
(premium  
% of GDP)

2011 non-life 
insurance 
penetration 
(premium  
% of GDP)

China 8.70% 4.00% 1,363.7  $134,539  $ 87,319 1.8% 1.2%

India 7.50% 6.50% 1,232.8  60,442  12,187 3.4% 0.7%

Malaysia 5.00% 2.80% 28.4  9,307  4,965 3.3% 1.8%

Thailand 5.50% 3.30% 68.6  9,218   6,028 2.7% 1.7%

Emerging

Indonesia 6.70% 5.00% 235.3  9,437  4,655 1.1% 0.6%

Philippines 5.00% 4.10% 95.4  1,890  991 0.8% 0.4%

Vietnam 6.20% 11.50%  88.8  818  1,027 0.7% 0.9%

Sources: Bank of Japan, Reserve Bank of Australia, New Zealand Treasury, Asian Development Bank, Swiss Re
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In 2013, a number of factors will influence insurers’ strategies in Asia-Pacific, including: 

• Clarity on the best growth opportunities (including emerging areas like health  
and pensions)

• Implications of a rapidly changing regulatory environment

• Manage the evolving regional catastrophe risk

• The need to invest in technology to enable growth and improve operations and  
risk management 

• The need to innovate new services for the mobile technology revolution
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Mergers, acquisitions 

and divestitures are 

increasingly on the 

agenda for local, regional 

and non-Asian insurers, 

due to the difficulties 

achieving organic growth.

Clarity on the best growth opportunities

In 2013, domestic and international insurers in Asia-Pacific will benefit from the 
region’s organic premium growth potential, brought about by high levels of economic 
growth and rising insurance penetration rates. Our outlook last year indicated that 
growth-seeking insurers would look to Asia-Pacific, and this continues to be the case. 
The region leads the world in expected GNP growth rates, despite a slowdown in 
overall global economic growth. Standouts include China, Hong Kong, India, Indonesia, 
Vietnam, Malaysia and Thailand. Each country has experienced rapid development of its 
financial markets and services sectors. 

In the current economic environment, insurers will need to be more selective about 
which markets to enter or exit, addressing both geographies and product lines; 
which distribution models to utilize; and how best to manage costs while maintaining 
productivity. Mergers, acquisitions and divestitures are increasingly on the agenda 
for local, regional and non-Asian insurers. Desirable targets include companies with 
access to strong bancassurance or other distribution channels, entities with an 
established presence in the market, companies with a complementary product set, and 
organizations that have already invested in new technologies to reach customers. An 
increase in transaction activity is expected, with non-insurers focused on distribution 
access. Insurers need to ensure their goals and strategies are aligned with the target 
acquisitions, and that they have invested in the operational support systems to make 
the ventures succeed.

The increasing emergence of health insurance and pensions across the region presents 
another growth opportunity. It is anticipated that many insurers will critically assess 
how to access the high potential represented by these markets in 2013, although 
implementation of these plans via transactions and/or distribution agreements may 
take longer to materialize.
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The pension opportunity

The global financial crisis expedited pension reform in the region. Over time, the 
reforms will make pension and retirement assets the largest source of wealth in 
many countries. Securing these increased retirement savings requires behavioral and 
regulatory changes of existing systems. 

Pension reform is underway for three reasons:

• The long-term financial implications of unfunded pension obligations on some 
governments’ budgets and liability, such as Taiwan and parts of Australia 

• Less than satisfactory investment returns attracting a “value for money” debate by 
governments, putting focus on fees, efficiency and the quality of financial advice —  
Australia and Hong Kong are examples

• The need in countries like Singapore and China to enhance their social welfare and 
pension systems to reach their respective next levels of system maturity
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There are several opportunities for insurers in the region to assist governments and 
private sector companies in the new pension reform era, and insurers can apply their 
overseas experience.

Leading insurers can fulfil customer retirement needs by leveraging their position as 
a gateway to financial products. Innovative, flexible US-style, long-term care products 
show great initial take-up, and may assist in growing the social insurance market in 
China and elsewhere.

Insurers also can leverage their risk management capabilities and capital to offer 
outcome guarantees, particularly during the retirement phase. Life insurers have 
significant scale and experience in investment management that they can apply to the 
pension industry. Insurers also can help drive efficiencies in administration processes, 
and enable straight-through processing and online interaction and transaction solutions 
for employers, intermediaries and retail customers. This would provide insurers with 
greater scale, and pension providers with reduced costs and increased customer 
satisfaction. Benefits could be shared between different stakeholders, resulting in lower 
fees for pension members.

Finally, insurers can leverage their distribution experience to stimulate social welfare 
and pension initiatives. The distribution experience, infrastructure and capabilities of 
life insurers could help expand the availability of pensions in China for urban and rural 
workers, and assist the expected pension pilot in Shanghai and the new voluntary 
retirement savings solution in Malaysia. Life insurers may need to evolve their 
distribution forces from a sales force into a light version of personal financial advisers. 
In this regard, countries like Australia can act as an example.  

The health opportunity

Health care reform is underway across the region, creating significant opportunities 
for insurers to work with governments in providing expertise, systems and products 
in support of the development of an efficient health care regime. In July 2012, for 
instance, health care ministers from ASEAN (Association of Southeast Asian Nations), 
Japan, China and South Korea, met and committed to establishing a network for 
universal health coverage, while building national and regional capacity for an efficient 
health system supporting universal coverage. 

Other opportunities are available in developed markets like Australia. In this regard, 
health insurers must assess their competitive advantages and in which parts of the 
value chain they want to operate. 

Health care reform 

is underway across 

the region, creating 

significant opportunities 

for insurers to work  

with governments in 

providing expertise, 

systems and products 

in support of the 

development of  

an efficient health  

care regime.



2013 Ernst & Young8

Implications of a rapidly changing regulatory environment

Insurers in Asia-Pacific are confronted by a patchwork of insurance regulations. 
Although regulators are moving toward functional equivalence with developing 
European Solvency II and US risk-based capital (RBC) standards, the region lacks the 
political unity of the US and Europe — the regulatory regimes it is emulating. 

Asia-Pacific insurance regulations are not likely to be carbon copies of the European 
and US models, as regulators appreciate that each Asia-Pacific market has its own 
unique features. Examples include high growth rates, the existence of tariffs for many 
statutory classes, the presence of Sharia-compliant insurers in certain countries, 
the existence of investment and reinsurance limitations in some markets, and the 
shortage of long-dated government debt. Some regulatory requirements, such as data 
granularity and qualified staffing, are not likely to be implemented soon, although the 
adoption of capital models, enterprise risk management, IFRS accounting standards and 
increased consumer protections are anticipated or already under development across 
the region, with some markets like Australia considered early adopters. 

On a country-by-country basis, India is moving from a Solvency I approach to Solvency 
II, and China is similarly shifting to a more risk-based approach. China’s regulatory 
body, CIRC, has raised insurer governance standards, requiring insurers to have 
designated risk functions headed by a Chief Risk Officer, as well as a risk management 
committee that reports to the board of directors. Japan has formally sought regulatory 
equivalence with Solvency II. In Indonesia, Thailand and Malaysia, three markets that 
historically have been comprised of numerous smaller insurers, the higher minimum 
capital requirements are driving consolidation.

Insurance accounting standardization has advanced with IFRS convergence pursued 
across the region. Since IFRS for insurance is at an interim stage of development, true 
harmonization will not be achieved until the completion of the second phase of the 
insurance accounting project. Some jurisdictions, such as Australia and Hong Kong, 
have adopted IFRS standards completely, while others have achieved partial compliance 
or provided detailed roadmaps towards full compliance. Japan has requested more time 
to comply with IFRS convergence, given the financial disruption caused by the 2011 
Tohoku earthquake, and China has voluntarily aligned with IFRS. 

Regulators seeking to bolster consumer confidence in the insurance industry also are 
implementing measures to increase product transparency and service standards, and 
have heightened their reviews of policy wordings and premium rates. Increasingly 
higher standards for distributors are similarly evident. Examples include the move by 
the Monetary Authority of Singapore to consider higher qualifications for insurance 
agents, South Korea’s FSS inspections of insurance sales, and the IRDA’s guidelines in 
India to prevent mis-selling of policies. Higher professional and educational standards 
for agents and financial advisors have been adopted in countries as divergent as 
Australia and Vietnam.  
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Against this backdrop of regulatory change and diversity across the region, insurers 
in 2013 must consider far-reaching changes to operations and structures. Many 
companies face difficult decisions, including rebalancing the product mix based on 
capital allocations, which businesses and lines to exit, and which reinsurance strategies 
are optimal, given recent natural catastrophes.   

Manage the evolving regional catastrophe risk

Natural disasters in Asia-Pacific, such as the Tohoku earthquake and tsunami, 
earthquakes in New Zealand and the massive floods in Thailand and Australia, are 
reshaping insurer views of risk and reinsurance. While reinsurance has been utilized 
extensively in the mature insurance markets, many insurers in developing markets 
historically refrained from buying catastrophe reinsurance, preferring instead to 
maximize retained premium. This posture is changing, however.

More severe and frequent catastrophes now appear more likely to occur than previously 
thought, compelling insurers to cede more risk to reinsurers. While reinsurance as a 
form of capital relief can yield positive results for managing capital requirements, it 
needs to be balanced against the rising cost of reinsurance premiums. With additional 
reinsurance capacity now available, governments are re-evaluating their roles vis-à-vis 
catastrophes, and how to transfer such risks to commercial markets. A challenge for 
many markets in Asia-Pacific is the affordability of insurance; thus simply passing on 
the increased cost of reinsurance is often not an option.

The recent catastrophes further demonstrate new dimensions of risk correlation. 
Losses from the Thailand floods, for instance, revealed the magnitude of business 
interruption problems elsewhere. The floods disrupted automobile production in Japan, 
and caused contingent business interruption losses for insureds in Europe and North 
America. Such interconnections add another dimension to catastrophe modeling. 
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The need to invest in technology to enable growth and  
improve operations and risk management 

Possessing the technology to enable the aforementioned growth and effectively support 
operations and risk management is a business imperative for many insurers in 2013. 
The introduction of more complex products and data analytics, in combination with risk-
based regulations, are pushing legacy systems and processes to the limit. Consequently, 
insurers must invest in technology upgrades to support growth and improve operations 
and risk management. 

In some markets, more complex products are being introduced to meet the needs of a 
wealthier customer base — the case in China with variable annuities (VA). The hedging 
programs used to effectively manage the risks created by such complex products 
require significant technology commitments. Even for non-life insurers, analytics offers 
the potential to reduce pricing and improve underwriting, although it requires a very 
different technology mindset.

As previously mentioned, the emerging regulatory environment will act as a catalyst for 
companies to replace their disparate legacy IT systems. Singapore’s Monetary Authority, 
for example, recently proposed new risk-management requirements addressing the 
identification and management of the interdependencies among key risks. India’s 
IRDA plans to impose a minimum retention limit on the risk that must be retained by 
insurance companies and not ceded to reinsurers. Legacy systems may not produce the 
comprehensive data needed to effectively evaluate company risks and products. Many 
systems were not designed for multiple currency/multiple product strategies or the wide 
range of riders issued. For insurers developing cross-border operations, data security 
and the integration of diverse back-office systems are further challenges. 

Building a business case for technology investments at a time of intense competition 
is difficult, of course. Insurers will need to prioritize these expenditures and justify 
the benefits versus the cost, although for many carriers, technology investment is a 
strategic necessity. 
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Innovate new services for the mobile technology revolution 

As consumers increase the use of mobile technology, insurers must keep pace with 
products and services catering to the mobile lifestyle. This will require new insurer 
distribution and service strategies in 2013.

With 2.9 billion mobile subscriptions at the end of 2010, Asia-Pacific accounts for 
half the world’s mobile population, and China alone boasts the planet’s largest mobile 
market. Mobile consumers have demonstrated a willingness to experiment with new 
technologies and the content these technologies deliver. 

Alternative distribution channels like web portals and mobile are being implemented 
in the region to supplement or replace traditional agencies, although bancassurance 
continues to grow. IDI Financial Insight’s 2012 survey of Asian insurance consumers 
(excluding Japan) found that 60% use more than one interaction point to purchase 
non-life policies, and the mobile channel is increasingly popular. Ernst & Young’s own 
global consumer survey also found that more consumers are researching products and 
carriers online prior to the purchasing decision.  

Mobile interactions are leading some insurers to develop new services. India’s LIC 
launched a mobile phone app to provide product information to customers and agents, 
and AIA Singapore plans to develop Smartphone and iPad apps targeting younger 
customers.  

While advanced economies like Singapore and Japan have introduced sophisticated 
online marketing campaigns, other countries, such as India, Indonesia and the 
Philippines, await telecom infrastructure improvements and increased consumer 
knowledge before following suit. In some developing markets, mobile technology is 
yet to gain a significant foothold. In 2013, insurers need to identify solutions to these 
challenges to retain market share and gain competitive advantage.

Conclusion

We expect the challenges and opportunities that insurers confronted at the onset 
of 2012 to continue into 2013. As in the past, the Asia-Pacific region offers great 
potential for insurers. Significant top-line growth opportunities are in the offing from 
the growing population, a rapidly developing customer base, and regulations that 
support the development of a financially sound industry.

Nevertheless, 2013 will be a year of decisions for insurers in Asia-Pacific — insofar as 
how best to access the region’s growth, how to position operations and infrastructure, 
and how to leverage the enormous demographic and technological changes in both 
the region and the world at large. These are not easy decisions, and not everyone will 
succeed in making the right choices.
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