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Business Highlights

The Korean insurance market remained stagnant in 2018 as a slowdown in the do-

mestic economy weighed on market growth. The volume of new business continued 

to decline amid weakening economic conditions. The life insurance market suffered 

a contraction due to falling sales of savings policies. However, non-life insurers man-

aged to maintain their growth momentum, backed by long-term and general property 

and casualty (P&C) lines of business, although their profitability was dented in the 

wake of a spike in motor loss ratios.  

   

Insurers in Korea have been under pressure to ensure their RBC ratios are main-

tained at a healthy level as the upcoming implementation of IFRS17 and a new RBC 

regime called K-ICS would put a strain on their capitalization. They are seeking var-

ious ways to increase their capital, such as the issuance of subordinated debt and 

hybrid capital securities and rights issues. Reinsurance also remains an important 

capital management tool for insurers because it can help them reduce the amount of 

required capital.

Korean Re achieved stable premium growth in 2018, with gross written premiums 

increasing by 4.9 percent to KRW 7,558.5 billion. We saw our net written premiums 

grow by 5.9 percent to KRW 5,318 billion. Our net income totaled KRW 102.9 billion for 

the year compared to KRW 133 billion a year before, reflecting a drop in underwriting 

results. The value of our total assets rose by KRW 685.6 billion year over year to KRW 

10,750.9 billion as of late December 2018, while our invested assets amounted to KRW 

5,879.6 billion, up KRW 256.1 billion year over year.  

  

It was a considerably difficult year for our underwriting operations in 2018 due to 

tough market conditions and a significant impact from natural catastrophes in Asian 

countries and heatwaves in Korea. A spike in loss ratio for general P&C lines turned 

our years of underwriting profit into a loss in 2018, but this was more than offset by 

solid gains in investment profit, which allowed us to report an overall profit for the 

year. Looking ahead, we expect an improving return on investment to continue to 

boost our bottom line in 2019. Our underwriting results are also expected to improve 

as we seek to exercise strict underwriting discipline across diverse lines of business. 

Analysis of Operating Results 

Korean Re continued to grow its business in spite of challenging market conditions 

in 2018. We recorded a 4.9 percent growth in premium income, which totaled KRW 

7,558.5 billion, backed by a strong top-line increase in our overseas business. Follow-

ing double-digit growth in 2017, our overseas business grew by 12.2 percent in 2018, 

with gross written premiums reaching KRW 1,866.6 billion. This increase arose from 

the growth of property, life and motor lines of business with proven profit records. The 

pace of our domestic business growth slowed amid some stiff headwinds in the mar-

ket, but premium income from our domestic portfolio continued to grow, recording a 

year over year rise of 2.7 percent.

Management’s 
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Gross Written Premiums by Line of Business 

Property

Our property business grew by 8.2 percent on the back of strong growth of interna-
tional property business. Our international property facultative business saw another 
year of robust growth, with gross written premiums soaring by 28.1 percent to KRW 
104.3 billion in 2018. This resulted primarily from our efforts to increase line size on 
quality risks and to expand the current portfolio by exploring growth opportunities in 
untapped markets. 

We were also pleased to see our international treaty business record an 18.2 percent 
rise in gross written premiums, which amounted to KRW 567.9 billion in 2018. This in-
crease was driven by meaningful growth of our U.S. and European business. It is note-
worthy that the strong growth came in the midst of competitive market conditions.     

Domestically, we managed to bring negative impacts of market downturn on our 
business to a limited level. We saw our domestic property premiums decrease by 3.9 
percent to KRW 511 billion in 2018, as our fire insurance premiums shrank by 23.4 
percent to KRW 113 billion amid an increase in retention by local primary insurers. 
However, it was encouraging to see a 3.7 percent growth in our premium income from 
comprehensive insurance, which totaled KRW 398 billion. This was helped by our on-
going efforts to develop new business. As we focused on selective underwriting, our 
business results for domestic property business remained stable.

Engineering 

We experienced negative growth across major commercial lines of business, driven 
by an impact from economic woes particularly with regard to the engineering and 
shipping industries, which remained largely sluggish. A downturn in the Korean con-
struction market led to a decline in our domestic engineering premium income to 
KRW 126.6 billion. The decrease also had to do with major primary insurers’ strategy 
to increase their retention levels. 

Premium Volume

Gross Written Premiums: Domestic vs. Overseas

FY 2018
(KRW)

FY 2018 
(USD)

FY 2017 
(KRW)

FY 2017
(USD)

YoY 
Change*

Gross Written Premiums 7,558.5 6,801.5 7,208.1 6,360.8 4.9%

Net Written Premiums 5,318.0 4,785.4 5,021.8 4,431.5 5.9%

Earned Premiums 5,264.8 4,737.5 5,003.5 4,415.4 5.2%

Ceded Premiums 2,240.6 2,016.2 2,186.3 1,929.3 2.5%

FY 2018
(KRW)

FY 2018 
(USD)

FY 2017 
(KRW)

FY 2017
(USD)

YoY 
Change*

Domestic 5,691.9 5,121.8 5,544.5 4,892.8 2.7%

Overseas 1,866.6 1,679.7 1,663.6 1,468.1 12.2%

(Units: KRW billion, USD million)

(Units: KRW billion, USD million)

* YoY Change is based on figures in KRW.

* YoY Change is based on figures in KRW.
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For agriculture and other specialty lines, we reported a 9.8 percent increase in gross 

written premiums in 2018. Thanks to the continuous expansion of the primary agri-

culture insurance market, we saw our premium income rise by 6.5 percent for crop 

business and 29.2 percent for livestock business to KRW 174.6 billion and KRW 74.4 

billion, respectively. 

We recorded a double-digit growth in premium income in 2018 from our overseas 

agricultural business, which amounted to KRW 111 billion. Based on our experience in 

domestic crop insurance, we have been implementing overseas agricultural programs 

since 2014. We wrote business from 14 countries worldwide in 2018, and our effort to 

expand into overseas markets will continue to gain traction going forward. 

Marine & Aviation

It was another challenging year for the marine insurance market, which was reeling 

from the restructuring of the shipping industry, where oversupply has been a major 

concern for several years. With this backdrop, our marine and aviation business re-

corded gross written premiums of KRW 517.9 billion for 2018, which was down 9.7 

percent from the previous year. 

Casualty 

We reported a 1.5 percent increase in gross written premiums from casualty lines for 

2018, although an unfavorable rating environment continued to work against the rein-

surance industry. This growth came even after we cut down 10 percent and 9 percent, 

respectively, of our personal accident and liability businesses as part of our casualty 

portfolio readjustment. Main drivers behind the growth were the booming domestic 

credit insurance market and our rapidly expanding overseas business. There was also 

a significant increase in premium income from the global market, reflecting our effort 

to write more profitable overseas business. The share of overseas business in our 

entire casualty premiums remained relatively small, but the pace of growth has been 

quite exceptional for the last several years. 

Life

Personal lines of business was the largest driver of growth as a growing book of life 

business contributed to the expansion of our domestic business. Our life business 

continued to deliver robust growth in 2018, with gross written premiums surging by 

10.4 percent year over year to KRW 1,330 billion. Health insurance lines of business 

drove our domestic business growth. Our effort to partner with our clients to develop 

new products like simplified issue policies also helped boost our premium growth. 

It was also an outstanding year for our overseas life business in 2018, as premium 

income soared by 21.4 percent, demonstrating the strength of our overseas business 

strategy. We continued to provide our reinsurance capacity to existing markets such 

as the U.S., China and Japan, with a steady increase in premiums and solid underwrit-

ing profit. We also expanded our overseas life portfolio by assuming new businesses 

in Chile and Colombia, helping to boost our global business growth.

Management’s 
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Analysis 
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Long-term 

Long-term insurance was also an engine of premium growth for Korean Re in 2018, 

with gross written premiums rising by 9.1 percent to KRW 2,031 billion for the year. 

Long-term personal accident (PA) and disease insurance products continued to lead 

the domestic long-term insurance market to grow in spite of declining savings insur-

ance sales due to reduced tax benefits.

Motor 

We reported KRW 698.5 billion in motor premiums in 2018, up 2.3 percent from the 

year before. In the domestic market, we maintained existing programs covering high-

er risks along with both proportional and non-proportional treaties. Our business with 

cooperatives and mutual associations continued to increase, supporting the growth of 

our domestic business. In the overseas markets, we succeeded in increasing the level 

of diversification of our business portfolio by expanding into new markets in the Medi-

terranean and Eastern Europe.

In line with the rise in gross written premiums, our net written premiums expanded by 

5.9 percent to KRW 5,318 billion in 2018. The overall retention rate increased slightly 

from 69.7 percent in 2017 to 70.4 percent in 2018, backed by the growth of personal 

lines of business where the retention rate is normally high. Our strong overseas busi-

ness performance also drove up our retention.    

We saw a slight change in the geographical composition of our overseas business 

portfolio in 2018. The share of East Asia increased to 33 percent in 2018 from 30 per-

cent in 2017 as we increased new life business in China and experienced a growth in 

Japanese property business. Our effort to expand into advanced markets continued, 

with the combined share of the Americas and Europe rising to 40.8 percent in 2018 

from 35 percent in 2015. We will remain committed to our portfolio strategy to build a 

geographically balanced overseas book of business in the years to come. 

Gross Written Premiums by Line of Business

FY 2018
(KRW)

FY 2018 
(USD)

FY 2017 
(KRW)

FY 2017
(USD)

YoY 
Change*

Property 1,183.6 1,065.1 1,093.6 965.1 8.2%

Engineering** 617.5 555.7 619.3 546.5 -0.3%

Marine & Aviation 517.9 466.0 573.6 506.2 -9.7%

Casualty 1,073.1 965.6 1,057.8 933.5 1.5%

Long-term 2,030.7 1,827.3 1,861.0 1,642.3 9.1%

Motor 698.5 628.5 682.7 602.5 2.3%

Life 1,329.6 1,196.4 1,204.6 1,063.0 10.4%

Overseas Branches 103.3 92.9 92.0 81.2 12.3%

(Units: KRW billion, USD million)

*   YoY Change is based on figures in KRW.
** Engineering includes nuclear, agriculture and other specialty lines.
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Combined Ratio

Korean Re experienced a challenging year in 2018 in terms of underwriting results 
amid increased loss activity across major commercial lines of business. Multiple 
natural catastrophe losses at home and abroad generated a combined ratio of 100.6 
percent for the year, up 2.2 percentage points from the prior year. Domestic commer-
cial lines remained profitable, but the combined ratio rose to 96.4 percent from 90.9 
percent due to an increase in loss frequency and livestock losses from heatwaves. The 
combined ratio for our overseas business also went up to 104.6 percent as a series of 
strong tropical cyclones, including Typhoon Jebi, hit many parts of Asia, which makes 
up a strong portion of our overseas business portfolio. A rise in unusually high-severi-
ty engineering losses also negatively affected our overseas underwriting performance.     

Our personal lines of business continued to show an improvement in profitability, with 
the combined ratio slightly falling to 99.5 percent amid improving expense ratios for our 
life, long-term and motor business. We expect that our strategy to reduce participation 
in underperforming treaties will help improve our combined ratio in the year ahead. 

Domestic Overseas

FY 2017 FY 2017FY 2018 FY 2018

Premium Income Portfolio by Line of Business: Domestic vs Overseas 

Overseas Business Portfolio by Region for 2018
(Unit: %)

East Asia

33.0

Others*

2.6

Middle East

11.7

North America

17.5

Latin America

7.9

Europe

15.4

Africa

0.7

Southeast Asia

11.2✽ Retrocession & multi-territory accounts

*Property includes engineering, nuclear, agriculture and other specialty lines.

Long-termLong-term

Property *Property *

CasualtyCasualty

LifeLife

MotorMotor

Marine & 
Aviation 

Marine & 
Aviation 

33.6%

49.8%

35.7%

51.3%

11.4% 4.5%
11.0% 5.5%

7.1%
12.5%

6.4% 9.3%

16.0% 12.8%
15.5% 12.1%

16.2%15.2%

15.7% 20.4%16.2% 21.8%

Property*Property*

CasualtyCasualty

LifeLife

Motor
Motor

Marine & 
Aviation 

Marine & 
Aviation 
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Net Income 

It was a difficult year for our underwriting operations in 2018, but we managed to de-
liver positive business results for the year with a net income of KRW 102.9 billion. Al-
though we posted an underwriting loss of KRW 50 billion, our net investment income 
soared to KRW 196.6 billion, a noteworthy achievement in a less favorable investment 
environment. When excluding foreign exchange effects, our underwriting loss was 
KRW 36.7 billion, with net investment income amounting to KRW 173.4 billion, accord-
ing to the Separate Financial Statements of the company. 

Our underwriting operations reported a loss in the wake of increased claims activity 
in 2018. The deterioration in underwriting results stemmed mostly from a rise in loss 
ratio for domestic commercial lines and decreased profitability of our overseas busi-
ness due to the increase in the frequency and intensity of natural disaster claims in 
Asia. Natural catastrophes in Asia Pacific cost the insurance industry massive losses 
in 2018 that were significantly higher than the average insured loss for 2000-2017. 

We sustained KRW 57.6 billion in losses from several high-loss events including Ty-
phoons Jebi and Trami in Japan and Typhoon Mangkhut in Hong Kong. An additional 
loss of KRW 47.4 billion was booked as the frequency of large-loss events was unusu-
ally high for our overseas engineering business, which had been traditionally perform-
ing well.   

Our investment operations delivered strong results in 2018 thanks to our effective 
portfolio management. When excluding gains and losses from foreign exchange hedg-

Solvency Margin Ratio

We saw our solvency margin ratio decline to 211.5 percent in 2018 versus 221.1 per-
cent in 2017, reflecting a reduction in net income results. The decrease in the ratio, 
also known as the RBC ratio, was also attributable to a growth in risk exposures as we 
continued to retain more business in line with top-line growth. Still, our solvency mar-
gin ratio remained far above the statutory minimum requirement of 100 percent under 
the Insurance Business Act, demonstrating that we stayed in robust financial shape.

Solvency Margin Ratio

FY 2018 FY 2017 YoY Change

Solvency Margin Ratio 211.5% 221.1% -9.6%p

Underwriting Results

FY 2018
(KRW)

FY 2018 
(USD)

FY 2017 
(KRW)

FY 2017
(USD)

YoY 
Change*

Incurred Losses 4,385.4 3,946.2 3,999.0 3,528.9 9.7%

Net Operating Expenses 911.9 820.6 925.8 817.0 -1.5%

Earned Premiums 5,264.8 4,737.5 5,003.5 4,415.4 5.2%

Combined Ratio** 100.6% 98.4% 2.2%p

(Units: KRW billion, USD million)

*   YoY Change is based on figures in KRW.
** Excluding foreign currency evaluation effects 
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ing for insurance liabilities, our net investment income surged by over 30 percent, with 
an investment yield of 3.1 percent. This improvement came amid a persistently low-
yield investment climate. Since 2017, we have focused on rebalancing our investment 
portfolio to maintain an asset mix that best reflects our risk and return profile. To this 
end, we reduced our holdings of short-term funds and allocated more assets to loans 
and alternative investment vehicles that can generate stable investment income. 
Looking ahead, we believe this rebalancing strategy will continue to help us achieve 
our target returns by boosting interest gains. 

Investment Income** 

Investment Portfolio for 2018

FY 2018
(KRW)

FY 2018 
(USD)

FY 2017 
(KRW)

FY 2017 
(USD)

Bonds 57.3 51.6 54.8 48.4 

Stocks -1.9 -1.7 6.0 5.3

Short-term Funds 9.0 8.1 12.7 11.2

Foreign 
Investments 83.1 74.8 -55.9 -49.3

Foreign 
Investments* 56.8 51.1 50.8 44.8

Alternative 
Investments
(Including Loans)

51.3 46.2 7.4 6.5

Others 0.9 0.8 1.2 1.1

Total 199.7 179.7 26.2 23.1

Total* 173.4 156.0 132.9 117.3

(Units: KRW billion, USD million)

(Unit: %)

*   Gains and/or losses from foreign exchange hedging for insurance liabilities have been excluded. 
**   Investment income result is based on the Separate Financial Statements of Korean Re, reflecting investment 

operation at the head office only.
✽ Individual figures may not add up to the total shown due to rounding. 

Bonds

32.0

Alternative Investments 
(Including Loans)

23.2

Others

3.2

Stocks

1.3
Foreign Investments

31.1
Short-term Funds

9.2
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Korean Re’s Share Price

In 2018, the Korean stock market was on a roller-coaster ride, with plenty of ups and 
downs throughout the year. A number of factors hampered investor optimism, such as 
rising interest rates in the U.S., the ongoing trade woes between the U.S. and China, 
and a negative outlook for the global economy. 

The Korea Composite Stock Price Index (KOSPI) hit an all-time high of 2,598.19 points 
on January 29, 2018 following the previous year’s record-setting performance. At year 
end, KOSPI closed at 2,041.04, down 21.4 percent from its peak. This closing price also 
represented a 17.3 percent drop from the closing price of the previous year. The mar-
ket hit a particularly rough patch in October 2018, with KOSPI going into free fall amid 
foreign investors’ massive selling of Korean stocks. A large chunk of the total market 
capitalization evaporated in a month, leading KOSPI to nosedive by 13.4 percent, the 
biggest plunge since the global financial crisis in 2008.        
    
The stocks of local P&C insurers mostly underperformed in 2018 after experiencing 
some rallies in 2017 on the back of strong underwriting gains and improving invest-
ment results. Most of them were caught up in the broad decline or moved sideways 
throughout the year as a low interest rate environment and a steep increase in motor 
loss ratio pressured their margins. However, they stood up relatively well to market 
turmoil, resisting further downward pressure as their profitability remained good 
compared to other industries and investor confidence picked up a little bit on the ex-
pectation of interest rate hikes.
        
The same went for Korean Re’s stock. It was an incredibly bearish year for our stock 
performance in 2018, with the year-end closing price plummeting by 21.3 percent year 
over year to KRW 8,660. A sharp decline in our stock price followed on the heels of the 
freefall of KOSPI in October 2018, which was also concurrent with aggravating under-
writing results.  

Despite the weak stock performance, a majority of stock market analysts have offered 
an optimistic prospect for our stock price movement going forward. They agree that 
Korean Re’s stock is substantially undervalued and has the potential for a notable 
turnaround. As of the year’s end, the price-to-book ratio remained at 0.47. Heading into 
2019, we expect our stock to gain some strength as our robust investment portfolio will 
likely continue to boost our bottom line, particularly with investment gains from the 
sale of Koramco Reits Management and Trust being recognized. We also expect our 
underwriting results to improve as we will consistently act to ensure that adequate dis-
cipline is maintained across all lines of business, especially for P&C lines. 

Management’s 
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Risk Management Report

Objectives
Korean Re implements enterprise risk management to achieve a set of risk manage-
ment objectives. The objectives are as follows: 

• Establishing risk management infrastructure to achieve Vision 2050   
: Creating long-term sustainable growth and high profitability 

• Continuously enhancing shareholder value
• Maintaining a high credibility with stakeholders, credit rating agencies and supervi-

sory agencies; and
• Diversifying insurance and investment portfolios and enhancing risk management 

with regard to overseas business growth 

Strategic Risk Management
Korean Re’s business strategy is aligned with the risk management strategy and risk 
appetite. The risk appetite framework provides the main direction to steer the com-
pany, and all risks are managed under the clear risk appetite framework. Based on 
the capital plan and financial targets linked to our risk appetite, we establish business 
plans and operate our business with stability by monitoring and evaluating business 
performance according to risk indicators.

Korean Re’s risk appetite framework is an enterprise-wide risk management guide-
line made up of three important components: risk appetite, risk tolerance, and risk 
limit.

Risk appetite defines the amount of risk we should accept in consideration of our vi-
sion and business objectives. The risk appetite statement is as follows:

• Focus on our comparable advantage business and achieve an ROE of more than  
9 percent

• Retain risks conservatively at a medium-low level considering capital level
• Maintain the solvency ratio within an optimal rage (200-250 percent)
• Improve capital efficiency by optimizing insurance and investment portfolio; and
• Maintain credit ratings of “A” or above 

“ The amount and type of risk we are 
willing to accept in pursuit of our 
business strategies” 

“ The maximum amount of risk we are 
willing to tolerate”

“ The operational risk amount we are 
allowed to be exposed to within risk 
tolerance”

Risk
Appetite

Risk 
Tolerance

Risk Limit

Risk Appetite Framework
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Risk appetite plays a significant role in maintaining our risk profile within the boundar-
ies defined by different objectives, such as profitability, solvency, growth, and liquidity. 
Risk appetite provides a solid foundation for decision-making: strategic asset alloca-
tion, capital planning, portfolio management and more.

Risk tolerance represents a quantitative level of risk acceptance within the risk appe-
tite and provides macro guidelines for capital adequacy, liquidity, and concentration. 
The risk tolerance statement is as follows:

• Maintain the solvency ratio within a stable range (above 170 percent)
• Continuously improve Risk Adjusted Return on Capital (RAROC)
• Annual natural catastrophe losses ≤ 15 percent of available capital
• Ability to meet current and ongoing financial obligations (liquidity)

- Keeping the liquidity ratio over 100 percent under a stressed scenario 

Risk limit describes the risk capacity constraints determined by capital and liquidity 
resources to ensure compliance with our risk appetite and risk tolerance. 

Capital Management  

Korean Re’s capital is managed through a framework which provides a robust foun-
dation for capital management. To ensure Korean Re’s sound capital management, 
we align our risk management strategy with our long-term business strategy. Strate-
gic objectives are examined from the perspective of risk management strategy to be 
certain if they are in accordance with our risk appetite, and the results are reflected 
in the business plans. Also, we establish a detailed capital management plan to make 
sure our solvency ratio is maintained within the optimal range. Korean Re’s capital 
management framework is comprised of three main modules:  capital planning, busi-
ness planning, and risk planning. Each module is structured to ensure compliance 
with Korean Re’s risk appetite and tolerance. 

Optimized Portfolio
Korean Re conducts business planning by analyzing risk and profitability of its busi-
ness. We measure the Return on Risk Adjusted Capital (RORAC) of each line of in-
surance business and investment asset portfolio through our internal model. Based 
on this, the Strategic Planning Office draws up plans for optimal portfolios and then 
finalizes annual plans that can help the company achieve capital efficiency under risk 
appetite and improve RORAC. 

Risk Governance 
Korean Re has built a comprehensive framework for risk governance based on central 
oversight and controls of risks with clear accountability. This structure supports risk-
based decision-making and oversight across all operations of our business. Risk gov-
ernance defines the roles and responsibilities of the Board of Directors, committees, 
management and related teams. It also involves the implementation of three lines of 
defense.
 
A “Three Lines of Defense model” that we implement demonstrates our risk gover-
nance, specifying the roles of business and oversight organizations in managing our 
risk profile. The first line of defense includes front-line managers and staff who are 
responsible for day-to-day risk management and decision-making (the global office 
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Key Risks
We manage six key risks—insurance risk, credit risk, market risk, liquidity risk, 
emerging risk, and operational risk, including strategy, reputation, regulation, and 
legal risks—that are likely to have a significant impact on our financial results or 
operational viability. In doing so, we implement a series of procedures including risk 
identification, measurement, control, analysis, and reporting.

With regard to insurance, market and credit risks, we measure them on a regular ba-
sis using our internal model that takes the Value-at-Risk approach through stochastic 
simulation. 

staff are also the first line of defense). They have the primary responsibility for main-
taining an effective control environment and ensuring that all activities are within our 
risk appetite. The second line of defense deals with setting risk policies and oversee-
ing our risk management status. This all involves the Risk Management Team, Chief 
Risk Officer, risk management committees, and compliance functions such as the 
Compliance Team, Compliance Officer and Internal Control Committee. The third line 
of defense provides independent assurance through an internal audit and validates the 
effectiveness of the first and second lines of defense in fulfilling their responsibilities 
and managing our risk profile.

Key Risks

Insurance Risk Financial Risk

• Premium Risk
• Reserve Risk
• Nat. Cat. Risk

Market Risk
• Interest Rate Risk
• Equity Risk
• Exchange Rate Risk

Credit Risk

Liquidity Risk 

Operational Risk

Emerging Risk

Board of Directors

Three Lines of Defense 

CEO
/ Executive Committee

2nd Line 3rd Line

Risk Management 
Committee

Internal 
Control Committee

Audit 
Committee

Risk Management 
Special Committee

Investment 
Deliberation 
Committee

Risk Management 
Team

Internal Audit 
Team

CRO Compliance 
Officer

Chief Audit 
Officer 

1st Line

Executive Officers
(Business Units)

Individual Risk 
Management Teams

Compliance 
Team
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Insurance Risk

Korean Re defines insurance risk as the risk of unexpected financial losses arising 
from the inadequacy of premiums or reserves for natural catastrophe or non-ca-
tastrophe events, or from the unpredictability of biometric risks such as the mortality 
rate. 

We manage insurance risk in a consistent manner across all lines of business by as-
sessing and monitoring it in accordance with clearly defined underwriting guidelines. 

Furthermore, we utilize a natural catastrophe modelling program and an accumula-
tion management system to effectively control catastrophe risk at the enterprise level.

Market Risk

Korean Re defines market risk as the risk of losses arising from fluctuations of the 
value of assets and liabilities due to changes in relevant factors, such as interest 
rates, stock prices and foreign exchange rates. We manage this risk in our day-to-day 
operations and, in particular, hedge against foreign exchange risk using derivatives in 
order to keep our exposure at a reasonable level.
 
Meanwhile, we closely monitor global economic and financial market conditions and 
outlook that can affect our investment performance in order to analyze their potential 
impact and come up with effective countermeasures. 

Credit Risk

Our credit risk system focuses on any losses arising from the failure of the counter-
party to a reinsurance contract to meet its contractual obligations or from deteriora-
tion in the credit quality of invested assets.

We conduct an analysis of potential losses before making any high-risk business de-
cisions, for example, on whether to write new business or invest in derivatives. When 
necessary, such decisions are made through the review process of the Risk Manage-
ment Special Committee and the Investment Deliberation Committee. Identifying any 
abnormal signs related to the retained risks is also an essential element of our pre-
emptive risk management system. 

Liquidity Risk

We plan and manage our liquidity positions in order to deal with future claims pay-
ments and expenses as they arise. To this end, we set liquidity limits based on our 
future cash flow and monitor them regularly.

Management’s 
Discussion & 
Analysis 



Annual Report 2018 67

Operational Risk

Korean Re defines operational risk as the risk of potential losses arising from inade-
quate or failed internal processes, personnel or systems, or from external events. We 
have identified a set of operational risk categories that cover various business units 
and activities, including strategy, reputation, new product development, and claims 
management.

We manage operational risk through effective policies and procedures, including a 
clear segregation of duties and timely internal control and reporting systems. Through 
the internal control system, operational risk is managed systemically based on the 
Code of Conduct, regulations and ethics.

Emerging Risk

Emerging risk involves new threats, critical risks or evolving risks that may adversely 
affect our business. We identify emerging risk through an internal expert group called 
Think Tank. We set and implement risk mitigation measures and regularly monitor 
the residual risk and target risk. 
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Consolidated Statements of 
Financial Position

 FY 2018
(KRW)

FY 2018
(USD)

FY 2017
(KRW)

FY 2017
(USD)

Assets     

Ⅰ. Cash and cash equivalents 175,567 155,507 129,265 119,491 

Ⅱ. Financial assets: 8,320,168 7,369,502 7,842,970 7,249,927 

1. Deposits 269,931 239,089 298,731 276,143 

2. Financial assets at fair value through profit or loss 383,419 339,609 697,258 644,535 

3. Available-for-sale financial assets 2,374,325 2,103,034 2,444,769 2,259,908 

4. Held-to-maturity financial assets 1,560,885 1,382,538 1,199,720 1,109,004 

5. Derivative financial assets designated as hedges 3,456 3,061 27,698 25,604 

6. Loans 932,719 826,146 668,009 617,498 

7. Receivables 2,795,434 2,476,027 2,506,785 2,317,235 

Ⅲ. Property and equipment 77,298 68,466 79,440 73,433 

Ⅳ. Investment properties 110,237 97,641 110,080 101,756 

Ⅴ. Intangible assets 15,325 13,574 18,033 16,669 

Ⅵ. Other non-financial assets 2,052,262 1,817,770 1,885,521 1,742,948 

Total assets 10,750,857 9,522,460 10,065,308 9,304,224 

Liabilities     

Ⅰ. Insurance contract liabilities 5,578,506 4,941,104 5,157,756 4,767,754 

Ⅱ. Financial liabilities 2,585,810 2,290,354 2,388,892 2,208,257 

Ⅲ. Other non-financial liabilities 348,926 309,058 355,643 328,752 

1. Current income tax liabilities 157 139 41,148 38,037 

2. Deferred tax liabilities 316,543 280,375 280,995 259,748 

3. Net defined benefit liabilities 13,061 11,569 11,243 10,393 

4. Other liabilities 19,165 16,975 22,257 20,574 

Total liabilities 8,513,243 7,540,516 7,902,292 7,304,763 

Equity     

Ⅰ. Capital stock 60,185 53,308 60,185 55,634 

Ⅱ. Capital surplus 176,375 156,222 176,375 163,038 

Ⅲ. Hybrid equity security 212,286 188,030 212,286 196,234 

Ⅳ. Capital adjustments (35,311) (31,276) (35,311) (32,641)

Ⅴ. Accumulated other comprehensive income 121,880 107,954 105,882 97,876 

Ⅵ. Retained earnings 1,702,200 1,507,706 1,643,600 1,519,320 

Total shareholders' equity 2,237,614 1,981,943 2,163,017 1,999,461 

Total liabilities and shareholders' equity 10,750,857 9,522,460 10,065,308 9,304,224 

As at December 31, 2018 and 2017
(Units: KRW million, USD thousand)

Note:   For the B/S section, Korean won amounts have been converted into the U.S. dollar based on the exchange rate of KRW 1,129.00 per USD 1 for FY 2018 and KRW 1,081.80 
for FY 2017. For the I/S section, the applicable exchange rate was KRW 1,111.30 per USD 1 for FY 2017 and KRW 1,133.20 for FY 2017.

✽ Individual figures may not add up to the total shown due to rounding.
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Consolidated Statements of 
Comprehensive Income

 FY 2018
(KRW)

FY 2018
(USD)

FY 2017
(KRW)

FY 2017
(USD)

Ⅰ. Operating revenue 9,892,498 8,901,735 9,116,763 8,045,147 

1. Premium income 7,558,524 6,801,515 7,208,079 6,360,818 

2. Reinsurance income 1,695,181 1,525,404 1,309,763 1,155,809 

3. Expenses recovered 342,885 308,544 335,531 296,092 

4. Interest income 148,104 133,271 122,394 108,007 

5. Dividend income 17,081 15,370 16,093 14,201 

6. Investment income from financial instruments 22,731 20,454 73,987 65,290 

7. Other operating revenues 107,993 97,177 50,915 44,930 

Ⅱ. Operating expenses 9,748,914 8,772,531 8,941,116 7,890,148 

1. Reinsurance expenses 2,240,563 2,016,164 2,186,328 1,929,340 

2. Insurance claims and benefits expenses 5,766,243 5,188,737 5,036,675 4,444,648 

3. Provision for insurance contract liabilities 281,391 253,209 111,053 97,999 

4. Operating and administrative expenses 1,253,245 1,127,729 1,263,667 1,115,131 

5. Claim handling expenses 106,534 95,864 95,197 84,007 

6. Asset management expenses 3,060 2,754 2,791 2,463 

7. Interest expenses 10 9 6 5 

8. Investment expenses from financial instruments 50,687 45,611 58,806 51,894 

9. Other operating expenses 47,182 42,457 186,594 164,661 

Ⅲ. Operating income 143,584 129,204 175,646 154,999 

Ⅳ. Non-operating income 1,004 903 242 214 

Ⅴ. Non-operating expenses 10,154 9,137 2,440 2,153 

Ⅵ. Income before income taxes 134,434 120,970 173,449 153,060 

Ⅶ. Income tax expenses 31,490 28,336 40,440 35,687 

Ⅷ. Net income 102,944 92,634 133,008 117,373 

Ⅸ. Other comprehensive income (loss) 15,997 14,395 (33,963) (29,971)

Ⅹ. Total comprehensive income 118,942 107,030 99,045 87,402 

For the years ended December 31, 2018 and 2017
(Units: KRW million, USD thousand)

Note:   For the B/S section, Korean won amounts have been converted into the U.S. dollar based on the exchange rate of KRW 1,129.00 per USD 1 for FY 2018 and KRW 1,081.80 
for FY 2017. For the I/S section, the applicable exchange rate was KRW 1,111.30 per USD 1 for FY 2017 and KRW 1,133.20 for FY 2017.

✽ Individual figures may not add up to the total shown due to rounding.



Korean Re70

 
Capital
stock

Capital
surplus

Hybrid 
equity

security

Capital
adjustments

Accumulated 
other 

comprehensive  
income

Retained
earnings Total

As at January 1, 2017 60,185 176,375 212,286 (35,311) 139,845 1,558,206 2,111,586 

Cash dividends - - - - - (37,332) (37,332)

Dividends of hybrid equity security - - - - - (10,282) (10,282)

Net income - - - - - 133,008 133,008 

Loss on valuation of available-for-sale 
financial assets - - - - (27,395) - (27,395)

Loss on valuation of held-to-maturity 
financial assets - - - - (3,647) - (3,647)

Exchange difference on translating foreign 
operations - - - - (8,536) - (8,536)

Gain on valuation of derivative instruments 
designated as cash flow hedges - - - - 2,337 - 2,337 

Gain on remeasurement of the net defined 
benefit liabilities - - - - 3,278 - 3,278 

Total comprehensive income - - - - (33,963) 133,008 99,045 

As at December 31, 2017 60,185 176,375 212,286 (35,311) 105,882 1,643,600 2,163,017 

As at January 1, 2018 60,185 176,375 212,286 (35,311) 105,882 1,643,600 2,163,017 

Cash dividends - - - - - (34,461) (34,461)

Dividends of hybrid equity security - - - - - (9,902) (9,902)

Net income - - - - - 102,944 102,944 

Gain on valuation of available-for-sale 
financial assets - - - - 14,003 - 14,003 

Gain on valuation of held-to-maturity 
financial assets - - - - 346 - 346 

Exchange difference on translating foreign 
operations - - - - 2,701 - 2,701 

Loss on valuation of derivative instruments 
designated as cash flow hedges - - - - (671) - (671)

Loss on derecognition of asset revaluation 
surplus - - - - (19) 19 - 

Loss on remeasurement of the net defined 
benefit liabilities - - - - (362) - (362)

Total comprehensive income - - - - 15,997 102,963 118,960 

As at December 31, 2018 60,185 176,375 212,286 (35,311) 121,880 1,702,200 2,237,614 

Consolidated Statements of 
Changes in Equity (KRW)
For the years ended December 31, 2018 and 2017

(Unit: KRW million)

✽ Individual figures may not add up to the total shown due to rounding.
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Capital
stock

Capital
surplus

Hybrid 
equity

security

Capital
adjustments

Accumulated 
other 

comprehensive  
income

Retained
earnings Total

As at January 1, 2017 53,308 156,222 188,030 (31,276) 123,866 1,380,165 1,870,315 

Cash dividends - - - - - (33,066) (33,066)

Dividends of hybrid equity security - - - - - (9,107) (9,107)

Net income - - - - - 117,810 117,810 

Loss on valuation of available-for-sale 
financial assets - - - - (24,265) - (24,265)

Loss on valuation of held-to-maturity 
financial assets - - - - (3,230) - (3,230)

Exchange difference on translating foreign 
operations - - - - (7,561) - (7,561)

Gain on valuation of derivative instruments 
designated as cash flow hedges - - - - 2,070 - 2,070 

Gain on remeasurement of the net defined 
benefit liabilities - - - - 2,903 - 2,903 

Total comprehensive income - - - - (30,082) 117,810 87,728 

As at December 31, 2017 53,308 156,222 188,030 (31,276) 93,784 1,455,802 1,915,870 

As at January 1, 2018 53,308 156,222 188,030 (31,276) 93,784 1,455,802 1,915,870 

Cash dividends - - - - - (30,523) (30,523)

Dividends of hybrid equity security - - - - - (8,771) (8,771)

Net income - - - - - 91,182 91,182 

Gain on valuation of available-for-sale 
financial assets - - - - 12,403 - 12,403 

Gain on valuation of held-to-maturity 
financial assets - - - - 306 - 306 

Exchange difference on translating foreign 
operations - - - - 2,392 - 2,392 

Loss on valuation of derivative instruments 
designated as cash flow hedges - - - - (594) - (594)

Loss on derecognition of asset revaluation 
surplus - - - - (17) 17 - 

Loss on remeasurement of the net defined 
benefit liabilities - - - - (321) - (321)

Total comprehensive income - - - - 14,169 91,198 105,368 

As at December 31, 2018 53,308 156,222 188,030 (31,276) 107,954 1,507,706 1,981,943 

Note: Korean won amounts have been converted into the U.S. dollar based on the exchange rate of KRW 1,129.00 per USD 1.

Consolidated Statements of 
Changes in Equity (USD)
For the years ended December 31, 2018 and 2017

(Unit: USD thousand)
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For the years ended December 31, 2018 and 2017
(Units: KRW million, USD thousand)

 FY 2018
(KRW)

FY 2018
(USD)

FY 2017
(KRW)

FY 2017
(USD)

Ⅰ. Cash flows from operating activities 309,058 273,745 559,592 517,279 

1. Income before income taxes 134,434 119,074 173,449 160,334 

2. Cash generated from operations 100,710 89,203 279,928 258,761 

3. Receipt of interest 130,822 115,874 99,911 92,356 

4. Payment of interest (144) (128) (272) (251)

5. Receipt of dividend 17,081 15,129 16,093 14,876 

6. Payment of income taxes (73,844) (65,407) (9,517) (8,797)

Ⅱ. Cash flows from investing activities (219,439) (194,366) (578,986) (535,206)

1. Cash inflows 563,263 498,904 288,402 266,595 

2. Cash outflows (782,702) (693,270) (867,388) (801,801)

Ⅲ. Cash flows from financing activities (44,545) (39,455) (47,527) (43,934)

1. Cash inflows 18 16 141 130 

2. Cash outflows (44,563) (39,471) (47,668) (44,064)

Ⅳ.   Net increase(decrease) in cash and                                          
cash equivalents (Ⅰ+Ⅱ+Ⅲ) 45,074 39,924 (66,921) (61,861)

Ⅴ.   Effects of changes in foreign exchange rates on cash and 
cash equivalents 1,229 1,089 2,588 2,393 

Ⅵ. Cash and cash equivalents at the beginning of the year 129,265 114,495 193,597 178,959 

Ⅶ. Cash and cash equivalents at the end of the year 175,567 155,507 129,265 119,491 

Note:   For the B/S section, Korean won amounts have been converted into the U.S. dollar based on the exchange rate of KRW 1,129.00 per USD 1 for FY 2018 and KRW 1,081.80 
for FY 2017. For the I/S section, the applicable exchange rate was KRW 1,111.30 per USD 1 for FY 2017 and KRW 1,133.20 for FY 2017.

✽ Individual figures may not add up to the total shown due to rounding.

Consolidated Statements of 
Cash Flows
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1. Summary of significant accounting policies

(1) Basis of financial statement preparation

The Company and its subsidiaries (collectively referred to as the “Group”) prepare statutory consolidated financial statements in the Korean 
language in accordance with Korea International Financial Reporting Standards ("K-IFRS") enacted by the Act on External Audit of Stock 
Companies. The accompanying consolidated financial statements have been translated into English from the Korean language consolidated 
financial statements. In the event of any differences in interpreting the consolidated financial statements or the independent auditor’s report 
thereon, the Korean version, which is used for regulatory reporting purposes, shall prevail.

The consolidated financial statements have been prepared on a historical cost basis, except for financial instruments at fair value through 
profit or loss ("FVTPL"), derivative financial instruments designated as hedges and available-for-sale ("AFS") financial instruments which are 
measured at fair value. 

The carrying amounts of assets and liabilities designated as hedged items of fair value hedge are not recorded at amortized cost but record-
ed after reflecting the change in fair value corresponding to the risk hedged in effective hedge relationships. 

The consolidated financial statements are presented in the Korean won (“KRW”) and all values are rounded to the nearest millions, except 
when otherwise indicated.

The Group has changed the classification of some accounts in the prior year consolidated financial statements to be consistent with that in 
the current year consolidated financial statements for the purpose of easier comparison. The reclassification does not have any impact on 
the net income or net assets reported last year.

(2) Classification and measurement of financial assets

Financial assets within the scope of K-IFRS 1039 are classified as financial assets at FVTPL, available-for-sale financial assets, held-to-ma-
turity financial assets, loans and receivables, or as derivative financial assets designated as hedges, as appropriate. The Group determines 
the classification of its financial assets at initial recognition.

Purchases or sales of financial assets that require delivery of assets within a time frame established by regulation or convention in the mar-
ketplace (regular way trades) are recognized on the trade date, i.e., the date when the Group commits to purchase or sell the asset.

All financial assets are recognized initially at fair value plus transactions costs, except in the case of financial assets recorded at fair value 
through profit and loss. 

(3) Foreign currency transactions

When preparing of the consolidated financial statements, the Group measures and recognizes all the transactions according to the function-
al currency. The term, functional currency, is defined as the currency used to conduct operating activities in the primary economic environ-
ment and trades in each entity between the functional currency and other currencies which are converted to the Group’s functional currency 
to be measured and recognized.

(4) Reinsurance assets

Reinsurance assets are defined as a cedant’s net contractual right under a reinsurance contract by K-IFRS 1104 “Insurance Contract” and 
are recorded in the amount a reinsurer assumed as insurance contract liabilities. Reinsurance assets are not offset against the relevant 
insurance contract liabilities, and reinsurance income or expense arising from the reinsurance arrangements are not offset against the 
relevant expense or income resulting from the relevant insurance contracts. The Group considers whether the reinsurance assets are im-
paired at each reporting date and if the reinsurance assets are impaired the Group reduces its carrying amount and accordingly, recognizes 
impairment loss in profit or loss.

Notes to Consolidated 
Financial Statements
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(5) Property and equipment

Property and equipment are stated at cost, less accumulated depreciation and accumulated impairment in value. Such cost includes an ex-
penditure which has directly occurred for the acquisition of the asset. The initial and subsequent costs are recognized as an asset when it is 
probable that future economic benefits associated with the asset will flow to the Group and the costs of the asset can be measured reliably. 
The other maintenances and repairs are expensed in the year in which they are incurred and the carrying amount of certain parts that are 
replaced is derecognized. The present value of the expected cost for the decommissioning of the asset after its use is included in the cost of 
the related asset if the recognition criteria for a provision are met.

(6) Investment properties

Investment properties are recognized as assets only if it is probable that future economic benefits associated with the assets will flow to the 
Group and the costs of the assets can be measured reliably. Investment properties are initially recognized at cost and transaction costs are 
included in the initial measurement. The investment properties are also subsequently measured at cost.

Investment properties are derecognized on disposal or when no future economic benefits are expected from its use. Any gain or loss arising 
from the derecognition of the assets calculated as the difference between the net disposal proceeds and the carrying amount of the assets is 
recognized as profit or loss in the consolidated statement of profit or loss and other comprehensive income in the period in which the asset 
is derecognized. Transfers are made to or from investment properties only when there is a change in use.

(7) Insurance contract liabilities

In accordance with the Insurance Business Act (“IBA”) and the Regulation on Insurance Supervision (“RIS”), the Group is required to main-
tain insurance contract liabilities validated by the Group’s appointed actuary, and the details are as follows:

(a) Reserve for outstanding claims
The reserve for outstanding claims refers to a provision for claims received but not settled including claims on a lawsuit at the reporting 
date. It includes a provision for claims not received, and therefore not yet settled, on the insurance policies where the events causing the 
payment of claims have occurred at the reporting date. The amount collectible from exercising the compensation right or disposal of in-
sured assets acquired by the Group is reported as a deduction from insurance contract liabilities.

(b) Unearned premium reserve
The Group is required to maintain an unearned premium reserve, which is the premium whose payment date belongs to the current year 
and whose applicable period has not yet commenced at the end of the reporting period.

(8) Hybrid equity security

Hybrid equity security is classified as an equity only if its contractual arrangements at the time of the issuance of  the security meet the cri-
teria to be classified as an equity.

2. Translation of consolidated financial statement indicated in foreign currencies.

Assets and liabilities, including equity indicated in the consolidated financial statements, are translated into the U.S. Dollar at the rate of 
KRW 1,129.00 to USD 1, the telegraphic transfer selling rate of exchange as at December 31, 2018. The profit and loss account is translated 
at KRW 1,111.30 to USD 1, the average exchange rate of the period.

3. Cash and cash equivalents

Cash and cash equivalents as at December 31, 2018 are as follows:

(Units: KRW million, USD thousand)

 FY 2018
(KRW)

FY 2018
(USD)

Cash on hand  2  2 

Short-term bank deposits  175,565  155,505 

Total  175,567  155,507 
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4. Financial assets

Carrying value and fair value of financial assets as at December 31, 2018 are as follows:

(Units: KRW million, USD thousand)

 
 

Carrying value Fair value

(KRW) (USD) (KRW) (USD)

Deposits  269,931  239,089  269,931  239,089 

Financial assets at FVTPL  383,419  339,609  383,419  339,609 

Available-for-sale financial assets  2,374,325  2,103,034  2,374,325  2,103,034 

Held-to-maturity financial assets  1,560,885  1,382,538  1,574,480  1,394,579 

Derivative financial assets designated as hedges  3,456  3,061  3,456  3,061 

Loans  932,719  826,146  959,879  850,203 

Receivables  2,795,434  2,476,026  2,795,431  2,476,024 

Total  8,320,168  7,369,502  8,360,921  7,405,599 

5. Deposits

Deposits as at December 31, 2018 are as follows:

(Units: KRW million, USD thousand)

 FY 2018
(KRW)

FY 2018
(USD)

Term deposits  60,500  53,587 

Overseas deposits  53,601  47,477 

Other deposits  155,830  138,025 

Total  269,931  239,089 

6. Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss as at December 31, 2018 are as follows:

(Units: KRW million, USD thousand)

 FY 2018
(KRW)

FY 2018
(USD)

Stock  9,704  8,595 

Beneficiary certificates  365,319  323,578 

Derivative financial assets held-for-trading  1,852  1,640 

Securities in foreign currencies  6,544  5,796 

Total  383,419  339,609 

7. Available-for-sale financial assets

Available-for-sale financial assets as at December 31, 2018 are as follows:

(Units: KRW million, USD thousand)

 FY 2018
(KRW)

FY 2018
(USD)

Stock  69,784  61,811 

Equity investment  115,084  101,935 

Government and public bonds  48,754  43,183 

Special bonds  487,956  432,202 

Corporate bonds  666,841  590,647 

Beneficiary certificates  313,510  277,688 

Securities in foreign currencies  667,762  591,463 

Others  4,634  4,105 

Total  2,374,325  2,103,034 
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8. Held-to-maturity financial assets

Held-to-maturity financial assets as at December 31, 2018 are as follows:

(Units: KRW million, USD thousand)

 FY 2018
(KRW)

FY 2018
(USD)

Government and public bonds  528,865  468,437 

Special bonds  19,889  17,616 

Corporate bonds  130,107  115,241 

Securities in foreign currencies  882,024  781,244 

Total  1,560,885  1,382,538 

9. Loans and receivables

Loans and receivables as at December 31, 2018 are as follows:

(Units: KRW million, USD thousand)

 FY 2018
(KRW)

FY 2018
(USD)

Loans   

Loans secured by securities 445,998 395,038 

Loans secured by real-estate 333,152 295,086 

Credit loans 1,010 895 

Guaranteed loans 70,976 62,866 

Other loans 87,823 77,788 

Subtotal 938,959 831,673 

(Allowance for possible loan losses) (3,800) (3,366)

(Present value discount) (349) (309)

(Deferred loan fee and costs) (2,091) (1,852)

Receivables

Insurance receivables 2,761,496 2,445,966 

Accounts receivables 401 355 

Accrued income 58,224 51,571 

Guarantee deposits 863 764 

Subtotal 2,820,984 2,498,657 

(Allowance for doubtful receivables) (25,540) (22,622)

(Present value discount) (11) (10)

Total 3,728,152 3,302,172 

10. Other non-financial assets

Other non-financial assets as at December 31, 2018 are as follows:

(Units: KRW million, USD thousand)

 FY 2018
(KRW)

FY 2018
(USD)

Reinsurance assets  1,898,115  1,681,236 

Compensation receivables  74,719  66,182 

Current income tax receivables  32,701  28,965 

Prepaid expenses  4,239  3,755 

Advance payments  42,488  37,633 

Total 2,052,262 1,817,770 
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11. Insurance contract liabilities

The Group recognizes insurance contract liabilities in accordance with the IBA and the RIS.
Insurance contract liabilities as at December 31, 2018 are as follows:

(1) Reserve for outstanding claims

(Units: KRW million, USD thousand)

 FY 2018
(KRW)

FY 2018
(USD)

Fire insurance  38,074  33,724 

Marine insurance  226,785  200,872 

Automobile insurance  147,834  130,942 

Surety insurance  19,194  17,001 

Engineering insurance  182,767  161,884 

Workers’ compensation insurance  24,119  21,363 

Liability insurance  189,243  167,620 

Personal accident insurance  82,488  73,063 

Comprehensive insurance  151,317  134,027 

Other casualty insurance  231,996  205,488 

Overseas inward insurance  1,716,711  1,520,559 

Long-term insurance (non-par)  671,770  595,013 

Personal annuity  449  398 

Total 3,682,747 3,261,955 

(2) Unearned premium reserve

(Units: KRW million, USD thousand)

 FY 2018
(KRW)

FY 2018
(USD)

Fire insurance  57,168  50,636 

Marine insurance  82,919  73,445 

Automobile insurance  309,890  274,482 

Surety insurance  182,442  161,596 

Engineering insurance  138,121  122,339 

Workers’ compensation insurance  7,470  6,616 

Liability insurance  126,082  111,676 

Personal accident insurance  90,457  80,121 

Comprehensive insurance  178,513  158,116 

Other casualty insurance  163,754  145,043 

Overseas inward insurance  558,943  495,078 

Total 1,895,759 1,679,149 

12. Equity

(1) Capital stock

Details of capital stock as at December 31, 2018 are as follows:

 FY 2018
(KRW)

FY 2018
(USD)

Number of common shares authorized (shares) 320,000,000 320,000,000

Par value (KRW, USD) 500 0.4

Number of common shares issued (shares) 120,369,116 120,369,116

Capital stock (KRW million, USD thousand) 60,185 53,308
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(2) Capital surplus

Capital surplus consists of the following as at December 31, 2018
(Units: KRW million, USD thousand)

 FY 2018
(KRW)

FY 2018
(USD)

Paid-in capital in excess of par value  103,729  91,877 

Other capital reserve  72,646  64,345 

Total 176,375 156,222 

(4) Accumulated other comprehensive income

Accumulated other comprehensive income consists of the following as at December 31, 2018
(Units: KRW million, USD thousand)

 FY 2018
(KRW)

FY 2018
(USD)

Gain on valuation of available-for-sale financial assets 66,969 59,317 

Loss on valuation of held-to-maturity financial assets (3,301) (2,924)

Asset revaluation surplus 68,979 61,097 

Exchange difference on translating foreign operations (9,126) (8,083)

Loss on valuation of derivative instruments designated as cash flow hedges (656) (581)

Re-measurement of the net defined benefit liabilities (985) (872)

Total 121,880 107,954 

(5) Retained earnings

Retained earnings as at December 31, 2018 are as follows:
(Units: KRW million, USD thousand)

 FY 2018
(KRW)

FY 2018
(USD)

Legal reserve 30,092 26,654 

Bad debt reserve 18,712 16,574 

Catastrophe reserve 1,123,698 995,304 

Business rationalization reserve 2,033 1,801 

Voluntary reserve 435,650 385,872 

Unappropriated retained earnings 92,015 81,501 

Total 1,702,200 1,507,706 

(3) Capital adjustments

Capital adjustments consist of the following as at December 31, 2018
(Units: KRW million, USD thousand)

 FY 2018
(KRW)

FY 2018
(USD)

Treasury stock (35,311) (31,276)

(6) Hybrid equity security

Hybrid equity security as at December 31, 2018 is as follows:

 Description 1)

Date issued October 21, 2014

Amounts issued  USD 200,000,000

Maturity 2) 30 years, Revolving

Distribution term 4.50% per annum on a face value basis (redetermination of interest rate every 5 years, Step up 100bps once at 10th year)

(1)   The maturity of the security becomes due in 30 years, but it could be early repaid in every 5 years in case of execution of issuer's option. Therefore, the Group recorded the 
security as an equity as it is considered to meet the criteria to be classified as an equity.

(2) The Group can extend the maturity of the security on the same conditions. In addition, the Group would not pay interest if it decides not to pay dividend on the common shares.
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Independent Auditor's Report

The Shareholders and Board of Directors
Korean Reinsurance Company

Opinion

We have audited the accompanying consolidated financial state-
ments of Korean Reinsurance Company (the “Company”) and 
its subsidiaries (collectively referred to as the “Group”), which 
comprise the consolidated statements of financial position as at 
December 31, 2018 and 2017, and the consolidated statements of 
profit or loss and other comprehensive income, consolidated state-
ments of changes in equity and consolidated statements of cash 
flows for the years then ended, and notes to the consolidated fi-
nancial statements, including a summary of significant accounting 
policies.

In our opinion, the consolidated financial statements present fairly, 
in all material respects, the financial position of the Company and 
its subsidiaries as at December 31, 2018 and 2017, and its financial 
performance and cash flows for the years then ended in accor-
dance with Korean International Financial Reporting Standards 
(KIFRS).

Basis for opinion

We conducted our audit in accordance with auditing standards 
generally accepted in the Republic of Korea (KGAAS). Our re-
sponsibilities under those standards are further described in the 
Auditor’s responsibilities for the audit of the consolidated financial 
statements section of our report. We are independent of the Group 
in accordance with the ethical requirements that are relevant to 
our audit of the consolidated financial statements in the Republic 
of Korea, and we have fulfilled our other ethical responsibilities 
in accordance with these requirements. We believe that the audit 
evidence we have obtained is sufficient and appropriate to provide a 
basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judg-
ment, were of most significance in our audit of the consolidated 
financial statements of the current period. These matters were 
addressed in the context of our audit of the consolidated financial 
statements as a whole, and in forming our opinion thereon, and we 
do not provide a separate opinion on these matters. For each mat-
ter below, our description of how our audit addressed the matter is 
provided in that context.

We have fulfilled the responsibilities described in the Auditor’s 
responsibilities for the audit of the consolidated financial state-
ments section of our report, including in relation to these matters. 
Accordingly, our audit included the performance of procedures 
designed to respond to our assessment of the risks of material 
misstatement of the consolidated financial statements. The results 
of our audit procedures, including the procedures performed to 
address the matters below, provide the basis for our audit opinion 
on the accompanying consolidated financial statements.

Assessment of reserve for insurance contract liabilities

As stated in Note 2.3.14 Insurance contract liabilities, events arose 
as to which the Group was required to make settlement in accor-
dance with the Insurance Industry Supervision Regulations and 
related legislation, however for contracts where the settlement 
amount was not confirmed, the Group recognizes a reserve for 
outstanding claims based on an estimation of the amount expected 
to be settled.

As stated in Note 18 Insurance contract liabilities, as of the end 
of the reporting period, the book value of the reserve is KRW 3.7 
trillion, representing 43.4% of the total liabilities of KRW 8.5 trillion 
and 66.1% of the insurance contract liabilities of KRW 5.6 trillion. 
The reserves are calculated by deducting the recoverable amount 
that reflects the calculation of the amount estimated to be paid out 
of the contracts for which the amount of payment has not yet been 
determined, and the results of the measurement may significantly 
change according to management's judgment resulting in uncer-
tainties in accounting estimate. Therefore, it was determined that 
significant attention is required by the auditor and thus the matter 
was deemed a key audit matter, and decided on the key audit mat-
ters.

The main audit procedures that we have conducted related to the 
considerations described above are as follows:

-   Obtain an understanding of the Group’s accounting policies ap-
plied in calculating the reserves and confirm that the calculation 
method is in compliance with the insurance supervision regula-
tions and the regulations governing the supervision of the insur-
ance industry.

-   Confirm whether basic information such as the methodology and 
assumptions/input variables is applied in accordance with the 
supervisory regulations and internal calculation regulations by 
extracting samples for products with high stock holdings by in-
surance category.

-   Confirm if reserve target contracts have been omitted through 
performing a comparison of the results of the calculation of the 
contract information and claims reserve held in the Group’s op-
erating system.

-   Extract samples from unreported loss amount (IBNR), through 
performance of recalculation verification and the verification of 
the calculation logic of the reserve table for the extracted sample.

-   Confirm whether the claims reserve total amount of the final re-
serve closing information is consistent with the settlement infor-
mation.

Responsibilities of management and those charged with 
governance for the consolidated financial statements

Management is responsible for the preparation and fair presenta-
tion of these consolidated financial statements in accordance with 
KIFRS, and for such internal control as management determines 



Korean Re80

Independent Auditor's Report

This audit report is effective as at March 14, 2019, the independent auditor’s report date. Accordingly, certain material subsequent events or circumstances may have 
occurred during the period from the date of the independent auditor’s report to the time this report is used. Such events and circumstances could significantly affect the 
accompanying consolidated financial statements and may result in modifications to this report.

is necessary to enable the preparation of the consolidated financial 
statements that are free from material misstatement, whether due 
to fraud or error.

In preparing the consolidated financial statements, management 
is responsible for assessing the Group’s ability to continue as a 
going concern, disclosing, as applicable, matters related to going 
concern and using the going concern basis of accounting unless 
management either intends to liquidate the Group or to cease op-
erations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the 
Group’s financial reporting process.

Auditor’s responsibilities for the audit of the consolidated 
financial statements

Our objectives are to obtain reasonable assurance about whether 
the consolidated financial statements as a whole are free from ma-
terial misstatement, whether due to fraud or error, and to issue an 
auditor’s report that includes our opinion. Reasonable assurance 
is a high level of assurance, but is not a guarantee that an audit 
conducted in accordance with KGAAS will always detect a material 
misstatement when it exists. Misstatements can arise from fraud 
or error and are considered material if, individually or in the aggre-
gate, they could reasonably be expected to influence the economic 
decisions of users taken on the basis of these consolidated finan-
cial statements.

As part of an audit in accordance with KGAAS we exercise profes-
sional judgment and maintain professional skepticism throughout 
the audit. We also:

-   Identify and assess the risks of material misstatement of the con-
solidated financial statements, whether due to fraud or error, de-
sign and perform audit procedures responsive to those risks, and 
obtain audit evidence that is sufficient and appropriate to provide 
a basis for our opinion. The risk of not detecting a material mis-
statement resulting from fraud is higher than for one resulting 
from error, as fraud may involve collusion, forgery, intentional 
omissions, misrepresentations, or the override of internal con-
trol.

-   Obtain an understanding of internal control relevant to the audit 
in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion 
on the effectiveness of the Group’s internal control.

-   Evaluate the appropriateness of accounting policies used and the 
reasonableness of accounting estimates and related disclosures 
made by management.

-   Conclude on the appropriateness of management’s use of the go-
ing concern basis of accounting and, based on the audit evidence 

obtained, whether a material uncertainty exists related to events 
or conditions that may cast significant doubt on the Group’s abil-
ity to continue as a going concern. If we conclude that a material 
uncertainty exists, we are required to draw attention in our audi-
tor’s report to the related disclosures in the consolidated finan-
cial statements or, if such disclosures are inadequate, to modify 
our opinion. Our conclusions are based on the audit evidence 
obtained up to the date of our auditor’s report. However, future 
events or conditions may cause the Group to cease to continue as 
a going concern.

-   Evaluate the overall presentation, structure and content of the 
consolidated financial statements, including the disclosures, and 
whether the consolidated financial statements represent the un-
derlying transactions and events in a manner that achieves fair 
presentation.

-   Obtain sufficient appropriate audit evidence regarding the fi-
nancial information of the entities or business activities within 
the Group to express an opinion on the consolidated financial 
statements. We are responsible for the direction, supervision and 
performance of the Group audit. We remain solely responsible for 
our audit opinion.

We communicate with those charged with governance regarding, 
among other matters, the planned scope and timing of the audit 
and significant audit findings, including any significant deficiencies 
in internal control that we identify during our audit.

We also provide those charged with governance with a statement 
that we have complied with relevant ethical requirements regard-
ing independence, and communicate with them all relationships 
and other matters that may reasonably be thought to bear on our 
independence, and where applicable, related safeguards.

From the matters communicated with those charged with gover-
nance, we determine those matters that were of most significance 
in the audit of the consolidated financial statements of the current 
period and are therefore the key audit matters. We describe these 
matters in our auditor’s report unless law or regulation precludes 
public disclosure about the matter or when, in extremely rare 
circumstances, we determine that a matter should not be commu-
nicated in our report because the adverse consequences of doing 
so would reasonably be expected to outweigh the public interest 
benefits of such communication.

The partner in charge of the audit resulting in this independent au-
ditor’s report is Keum Cheol, Shin.

March 14, 2019
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