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Insurance regulator IRDAI considers proposal to increase policy surrender charges

Insurance regulator IRDAI
may  consider  rationalizing
the proposal to increase
the surrender charges of a
policy after discussions with
life insurance companies. In
December 2023, the IRDAI came
out with an exposure draft on
more encompassing product
regulations and sought to repeal
certain extant regulations based
on recommendations of the
regulation review committee.
Among the changes proposed
in the exposure draft were the
modifications to the surrender
value of life insurance policies.
Surrender value is the amount
payable on withdrawal or
termination of a policy during
the term.

Theregulator has proposed the
creation of a premium threshold
defined for each product and said
in the exposure draft that there
should not be any surrender
charges imposed on the balance
of premium beyond the threshold
limits, irrespective of the time of
surrender. However, there needed
to be more clarity within the draft
on what would be the threshold
limits. The exposure draft further
proposed that in the case of

Vietnam: Insurance

The year 2024 will see
many positive changes in the
insurance market, said Vietnam
Insurance  Association  (VIA)
deputy secretary-general Ngo
Trung Dung, commenting on
the industry's  expectations
and direction in 2024. Mr Ngo,
in a blog presented in a Q&A
format on the VIA website,
said that at the end of 2023,
Circular 67 of the Insurance

individual non-linked savings and
protection-oriented life insurance
policies, there would be a slab-
based guaranteed surrender
value.

Adjusted for survival benefits
this would be 30, 35, 50 and 90
per cent of the total premium
paid if the policy is surrendered
during the second, third, fourth,
seventh and the last two years of
the policy. “The surrender value
beyond the seventh year shall
follow a smooth progression and
converge to at least 90 per cent
of total premium paid less any
survival benefits already paid, as
the policy approaches maturity,”
the exposure draft said. The
implication of the proposed
changes is a sharp increase in
the amount that life insurers
would have to shell out on the
surrender of a policy leading to a
direct hit on the margins.

The regulator’s logic behind
the change is that policyholders
should be able to avail a fair and
reasonable amount towards the
end of the term which is closer to
the expected maturity value.

However, industry sources
said the life insurers have made
certain points with the regulator.

Business Law was issued with
stricter regulations that promote
openness, transparency and
professionalism. “This is both a
challenge and an opportunity
for businesses to change,
become more perfect and
more professional,” he said.
Indeed, many insurers made
changes proactively before the
relevant regulatory documents
were issued. He said, “For

In 2022-23, around 40 per cent
of the total benefits paid by
life insurers to policyholders
were on account of surrender/
withdrawal of policies. A higher
surrender value would only
encourage more  surrender
rather than positioning life
insurance as a long-term savings
and protection product. Sources
said that some of the proposals
placed with the regulator include
lowering threshold limits for the
calculation of surrender values, a
five-year milestone beyond which
policies could be considered
long-term and different product
constructs based on policyholder
preference for liquidity against
protection and return. “If we look
at long-term products such as
PPF (public provident fund) with
a 15-year tenure, withdrawal
and premature closure are
only allowed after five years.
Long-term products including
life insurance have different
objectives rather than providing
liquidity. So the life insurers are
engaging with the regulator
to understand and have more
clarity,” an industry source said.

Source: The Telegraph (5th
March 2024)

market expected to see more professionalism in 2024

example — Manulife Vietnam,
as far as | know — at the end
of November 2023, they tested
additional customer information
authentication and policy
issuance monitoring processes
and then officially applied them
from the beginning of 2024
He added that other businesses
were similarly innovating and
digitalizing their operations.
Source: Asia Insurance Review



International Women's Day: Only 26% women are decision-makers when it comes to
buying health insurance, finds Future Generali study

Over 74 percent of Indian
women prefer not to get
involved in making decisions
around buying health insurance.
Only 21 percent, or one in five,
purchased their health insurance
policies independently, as per
a study conducted by private
general insurance company
Future Generali India.

The survey polled 600 women
aged over 21 vyears, with 80
percent of them falling in the age
bracket of 21-35 years. Of those
polled, two out of three were
working women; more than
50 percent of the respondents
were married with kids, while
27 percent were single. Close to
43 percent of the respondents

were covered under health
insurance through their own
or their husbands’ employers.
Over one-third (36 percent) were
covered under family floater
policies owned by their fathers
or husbands. Only 21 percent
said they purchased their health
insurance policies on their own.
Awareness of policy
conditions low compared to
motor insurance, where over
50 percent women said they
understood their policy benefits
and clauses, only 32 percent
were aware of their health
insurance coverage details.
Despite the fact that only
26 percent of the respondents
played a role in taking a decision

on buying health insurance, over
53 percent of them paid the
premiums. In contrast, more than
half of those polled (56 percent)
had a say in picking motor
insurance policies. “Our findings
show that 40 percent of the
women respondents had done
some level of research compared
to 32 percent for motor. But
while close to 60 percent women
decide which motor policy to
buy, only about quarter of them
said they take the call 23 as far
as health insurance is concerned,
which obviously not a very
encouraging number,” said Anup
Rau, Managing Director and CEO,
Future Generali India.

Source: Money control (7th
March 2024)
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Pakistan: Commerce Ministry urged to open up insurance marketto foreign investors

The Commerce Ministry is
reportedly under pressure to
open up the insurance sector to
international investment and to
divest insurance companies.

This follows the submission
to the Ministry by the Securities
and Exchange Commission of

Pakistan (SECP) of a draft text to
revise the Insurance Ordinance,
reported Business Recorder.

Opening up the industry
was an issue debated during a
recent meeting of the Working
Group of the Special Investment
Facilitation Council (SIFC),
presided over by
Finance Secretary,
Mr Imdad Ullah
Bosal.

The  Ministry
of Commerce
responded  that
the draftInsurance
Ordinance was
being examined in
consultation with
the stakeholders.
SECP chairman Mr

Akif Saeed offered his agency’s
help to the Ministry to examine
the draft for timely completion of
regulatory amendments.

Sources say that the SIFC
has endorsed policy objectives
for insurance sector reforms
to increase competition,
allowing access by international
companies, strengthening
enforcement, corporatizing or
divesting public sector insurance
companies, and aligning the
Pakistani insurance sector with
global practices.

The Commerce Ministry has
been directed to work towards
the policy objectives and include
the SECP in the consultative
process.



South Korea: Top-three life insurer maintains strong capitalization despite

The capital score of one of
South Korea's three biggest life
insurers, Kyobo Life Insurance,
as measured by the Fitch Prism
Model, is estimated to have been
in the 'Strong' category at end-
2023 under the IFRS17 and IFRS9
accounting standards, says Fitch
Ratings.

This includes the contractual
service margin (CSM) net of tax
as part of capital.

Fitch views Kyobo Life's
capital strength as 'Strong', even
under the implementation of a
more stringent regulatory capital
framework, the Korean Insurance
Capital Standard (K-ICS), in
2023. Its regulatory capital
ratio, as measured by K-ICS, was
183.2% at end-3Q23, above the
regulatory minimum level of
100%. The ratio was 276.6% with
transitional measures.

Ratings affirmed

Fitch has affirmed Kyobo Life's
Insurer Financial Strength (IFS)
Rating at 'A+' (Strong) and Long-
Term Issuer Default Rating (IDR)
at'A'. The outlook on both ratings
is ‘Stable’. Fitch has also affirmed

tougher risk framework

the rating on Kyobo Life's S500m
subordinated securities issued in
2022 at 'A-'.

Fitch says that the rating
reflects Kyobo Life's 'Strong'
capitalisation, sustained
underwriting profitability, strong
market position and manageable
investment risk.

Apart from capitalisation,
other important drivers of Kyobo
Life’s ratings are:

Sustained Underwriting
Profitability: The insurer’s new-
business contractual service
margin (CSM) rose by 9% in 2023,
notes Fitch Ratings.

The CSM margin — new
business CSM divided by
annualised premium equivalent
— increased to 74% in 2023,
from 60% in 2022, supported by a
focus on value-added protection-
type products.

Kyobo Life’s net income was
KRW489 billion. Fitch estimates
the return on equity and return
on assets in 2023 to have been
below the ratio guideline for IFS
'A' category rated insurers. The
issuer's investment performance
will be exposed to capital market
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volatility through fair value
profit and loss under the new
accounting standards.

Strong Market Franchise:
Fitch ranks Kyobo Life's company
profile as 'Favourable'. This is a
result of Kyobo Life's 'Favourable'
business profile and 'Neutral'
corporate governance compared
with that of all other South
Korean life insurance companies,
given its stable business-risk
profile and sizeable operating
scale. Fitch therefore scores the
company profile at 'aa-' under its
credit-factor scoring guidelines.

Kyobo Life has a market share
of around 15% by premiums in
3Q2s.

Manageable Investment
Risk: Kyobo Life's risky-asset
ratio, including stocks, below-
investment-grade bonds and
equity-related investment funds,
was 94% at end-2022 without
the inclusion of beneficiary
certificates for social overhead
projects or public finance-related
investments that produce steady
incomes. Fitch estimates the
risky-asset ratio to have been
lower at end-2023 due to the
higher equity capital after the
implementation of the new
accounting standards.

Kyobo Life's direct and indirect
exposure to commercial real
estate (CRE) mainly came from
Asia at end-2023 and its total
exposure to US office buildings
was at a controllable level
compared to its capital size. Fitch
expects Kyobo Life to maintain
a sufficient capital buffer to
withstand potential valuation
volatility associated with CRE.



Reinsurance: SCOR's financial results backed by improved
underwriting and solid investments

The operating performance
of Paris-headquartered global
reinsurer SCOR SE is assessed
as adequate, supported by
improved underwriting in 2023
and solid investment activities
result over the business cycle,
says AM Best.

In 2023, SCOR delivered a
net profit of EUR812m ($885m)
under IFRS 17 supported by
all business (2022:
EUR301m IFRS 4
driven by above-budget natural

activities
loss under

catastrophe losses and reserve
strengthening carried out in the
third quarter of the year)

The improvement in the
group’s technical performance in
2023 reflects the benefit of the
remedial actions implemented
2022,
reduction of peak exposures,

since including the

as well as improved pricing
conditions in most segments of
the global reinsurance market.

Ratings affirmed

AM Best has affirmed the
Financial Strength Rating (FSR)
of ‘A" (Excellent) and the Long-
Term Issuer Credit Ratings (Long-
Term ICR) of “a+” (Excellent) of
SCOR and its main operating
The outlook of
these credit ratings is stable.
reflect SCOR’s
balance sheet strength, which

subsidiaries.

The ratings

AM Best assesses as very strong,
as well as its adequate operating

performance, very favourable

business profile and appropriate
enterprise risk management.

Balance sheet strength

SCOR’s balance sheet strength
is underpinned by its risk-
adjusted capitalisation at the
very strong level, as measured

by Best’s Capital Adequacy
Ratio (BCAR), supporting its
very strong balance sheet

strength assessment. AM Best
SCOR’s
capitalisation to be maintained

expects risk-adjusted
at least at the very strong level
prospectively, supported by the
group’s conservative investment
portfolio and robust retrocession
programme. A partially offsetting
is SCOR’s
soft capital components, which
include hybrid debt, the value
of in-force life business and a

factor reliance on

contingent capital facility.

Business profile

SCOR
reinsurer, with excellent product

is a top-tier global

and geographical diversification.
The group’s internationally

recognised  franchise, long-

standing client relationships
and technical expertise allow
SCOR to manage local and
global reinsurance market
cycles effectively. The group is
well-positioned to benefit from
improved reinsurance market
conditions and positive pricing
momentum  while executing

its stated objective to reduce

earnings volatility.
The FSR of A
and the Long-Term ICRs of “a+”

(Excellent)

(Excellent) have been affirmed,

with stable outlooks, for SCOR

and its following operating

subsidiaries:

¢ SCOR UK Company Limited

¢ SCOR Reinsurance
Pacific Pte Ltd

& SCOR Global Life USA
Reinsurance Company

¢ SCOR Global Life Americas
Reinsurance Company

¢ SCOR Global Life Reinsurance

Company of Delaware

Asia-

& SCOR Reinsurance Company

& SCOR Canada Reinsurance
Company

& General Security National

Insurance Company
& General Security Indemnity
Company of Arizona

The following Long-Term IRs
of SCOR have been affirmed
with stable outlooks:
“a-”  (Excellent) - EUR500m
3.625% subordinated notes, due

2048

“a-” (Excellent) on EUR600m
3.00% subordinated notes, due
2046

“a-” (Excellent) on EUR250m
3.875% perpetual subordinated
notes

“a-” (Excellent) on EUR250m
3.25% subordinated notes, due
2047



