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About the EY Insurance Outlooks
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The annual EY Insurance Outlooks represent a preview of key issues shaping
the industry in the near term (three years). They complement the NextWave
series, which takes a longer-term perspective (five years and beyond).
—F-ENZKkREREF R TEM(=F)ZmERKIVHXEEA. EMNEX
NextWave #7945, FEFTEEKIZHRC(ALEHLEKM(E).

This year’s report was developed based on our collective sector know-how, virtual

workshops with insurance leadership across the globe, a formal internal survey of EY
msurance rofessmnals and muts from select cllents and external analysts We are
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Executive summary

TBUHEE

For insurers across the diverse markets of the Asia-
Pacific region, it’s a time of considerable opportunity,

though it varies in scope.
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Even as the industry’s fundamentals look sound, a range of
challenges — such as intensifying regulations, economic
uncertainty and local issues in individual countries — have
emerged to cloud the outlook for the next few years.
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In many ways, the Asia-Pacific region holds the key to the
insurance industry’s future. It is home to nearly one-third
of the world’s population, a few of the fastest-growing
economies and multiple countries with rapidly expanding
middle-class populations. Furthermore, China has rapidly
become the second largest economy in the world and is
on track to become the largest by 2030.

EWEZTE, TAMKEREWAREKNXE. PTEAEE
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The extremely high expectations of consumers in the region
for seamless and personalized digital experiences inspire
X HE R EN TEMAN AN ST ERIBE RS NIE
XHR T AR R 2%

a great deal of innovation. Firms in mainland China and
other markets are experimenting widely — and delivering
impressive results — with new products, new distribution
models and new technology. The top performers are
both capitalizing on near-term opportunities and
establishing a strong foundation for long-term success.
REMNLIF. FERMEHMEMTHNAY EEHT ZH
W, FERETSAMFRRZMMR, SEF~ M. LY

NCIE 3178

el

DEERXIFRAR . FRIRFHW AT AL,
A AKHIR TN B E B U Ak,

But several challenges cloud the horizon for Asia-Pacific
insurers, some unique to the region and others they have in
common with their peers around the world. The local details
differ, but regulators in multiple jurisdictions are increasingly
focused on capital standards, consumer protection and
financial reporting. Some new requirements are being
shaped by emerging global standards.
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As this report details, the key trends that insurers must address include:
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1 Embrace regulatory change: New

accounting standards and regulations
represent a performance
improvemen oppor u
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4 Digitize the sales force: Insurers must

dellver the omni- channel experience
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2 Achieve cost efficiency: A mix of

technology and location strategies is
producmg results
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3 Deliver value with new technology and data:

Experimentation is driving innovation







A complex environment with strong fundamentals
and emerging challenges

BRMINE, 28 HHNEREZMNFH LIk

The Asia-Pacific insurance industry is still riding a strong growth spurt,
driven by China but also buoyed by positive performance in South Korea.
Both premiums and penetration have risen. However, some mature markets
have struggled as their populations age and consumer expectations shift.

AERENESNT, EXREWVDAZEINEK, EHENRFRIGERT T
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Insurance penetration rate, Asia-Pacific Protection gap in Asia-Pacific, USD, 2018
2013 2018 Mortality
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A complex environment with strong fundamentals and emerging challenges

SRMIE, BF HREARRFEMH LA

Setting the global standard for customer expectations:
Customer expectations in the region, especially around digital
interactions and experiences, are very advanced. China leads
the way; from mobile payment apps to digital media platforms,
Chinese consumers are wholeheartedly embracing innovation
at astonishing speed. Chinese insurers
AEPHERESREZBRNEFHE, RIEESHT
EpGR, REBLHEN. MBIXAERERFEFTS,
PEEHEENFANEES S AREH. PERKRAS
— unencumbered by legacy systems — are creating new
offers and experiences to engage them. The sheer size of
China, its physical proximity to other countries in the region
and the ability to leapfrog on the most advanced technology
drive both the inexorable rise in expectations and the push
toward innovation across the region.
——RARBRGHMER ——EE SN S AR R ME
RXERG, PEMEAME, SizhXEMERHIER
B, URESREHBATEINBEEXLZRNES, #a7T
A3 %30 X I F R TR A = /) R o] PRI AV IE K .

Consumer preference for interactions and relationships with
insurers skews strongly toward digital. That’s true even for
life insurers, particularly in mainland China, Thailand and
Australia, where consumers prefer digital channels over
traditional agencies by significant margins. In Singapore and
Malaysia, however, consumers
THEEXN EFM SR S MK RN REFEZURE FHFL.
AIERAFREASHENL, FHREFEKRM. FEM
AT, BEMNHEEENS TEAREFESRBFRE.
R, EFIFFDRET, HHEE

prefer agents.

BEREZLZA,

Asia-Pacific insurers have committed to innovations
across the business. There’s little doubt that they will
continue to raise the bar in developing new products and
engaging customers in new ways. While insurers in
other regions envision the customer of the future and
model their needs and expectations, the future is
happening now in the Asia-Pacific region.

T ARG R EBAT BNV SHCH. BLLER, w17
QRERSTHEFT @O, FUAFNTERIFS. &
AEAMKFHRE A SRERKRNTS, FFUEB RN
EAKE ERREETARELE,

The most successful companies will be those that can
localize experiences on an international scale by efficiently
and effectively serving customers in some of the fastest
growing markets in the world. In the meantime, insurers
around the world can learn a great deal from their peers in
the Asia-Pacific region, and in mainland China particularly.
RAINAA S AL RE BRI S AR R0t 0t 57 E B
RRO—ETHNE RS, EEREERBER AN
AT, SER, #REMARKEASTMAT XX E
IMBFERZEKAE, LHEAETEKM.

13%
13%

Asia-Pacific consumers who
believe they should be able to
accomplish any financial task
on a mobile device
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Source: Forrester
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Consumer channel preference for life insurance
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Digital Agent
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A complex environment with strong fundamentals and emerging challenges

SRMIE, BF HREARRFEMH LA

Shifting demographics: Population-related challenges vary
across Asia-Pacific insurance markets. Japanese and South

Korean insurers face significant threats on existing portfolios as FE—RITEARKRAFERNELRE
the population grows older and low birthrates persist.

AREHNELSARTRNRRELARKRTZEIHE. BE  Malaysia U UK
BFANZRATBELERREEFE, BANSEREAINEN LORATEEXRE

HHRHSHEIGE KRB . 0 0
In contrast, the emerging middle class and millennials in 94 /O 74 /O 74%

younger Asia-Pacific countries are ahead of their peers in

other global regions in metrics as diverse as digital adoption 0 0
and home ownership. However, they face the risk of 94 /O 7 4 /O

growing old before they grow rich.

ERFURBRNEERFSAMISEAEBAAT LR  hEEE
MXMES A, A, MIEEERETENNE,

Insurers must choose the demographics on which they 9 1 /O 8 O /O

want to focus, while keeping a close eye on the rapidly

changing market dynamics. These include, for example, 9 1 % 8 O %
relatively fast population aging in China and accelerated

middle class growth in Vietnam. _
RRAIDFHBEENFLOINADGHER, ANEY  enerrims
RKELRBUNT SN, Fl, FEEGRROAAZER
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% of population 65+ years of age in key Asian markets
EMEETS 65 5L EARRNEDEE

China
FE
6.8% 2000
23.8% . 2040 (projected)

Japan
=P

17.1%

17.1%

35.2%

South Korea

HE

7.2%
71.2%

33.0%

Source: Oxford Economics
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A complex environment with strong fundamentals and emerging challenges
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Slowing growth and rising uncertainty: Compared to the
rest of the world, the Asia-Pacific region faces both similar
macroeconomic challenges and unique threats. Low interest
rates and failing yields on treasury bonds are common
challenges. Several Asia-Pacific central banks have recently
cut rates. Further cuts are expected in the future. But central
banks in most Asia-Pacific countries have more room to
maneuver than those in other regions. Thus, the impact of
falling interest rates is relatively less severe.

BKEEMAHEEN SR XA, TAREE
& S ANEY R F PR IR B B . (R A0 E 1 2%
RTREEARNE. TABRXNLRRITREEHERES.

it RRESFH—BEEIR. EAZHRTAERRITEE
Hph X RITEE RN ERERE. Hib, FIRTERAZME
HANFIBATE.

Other common challenges are slowing productivity
growth and aging populations. The unique threats
include the increasing trade tensions between multiple
countries inside and outside the region. The slowing
momentum in China and increased financial market
volatility compound these challenges.

HME AR E =R KREMA QR TRIFH
BEMBRRENIENERZEAERERKNESXER, EP
E &K LR E SR T 7% sh M B9 IRl nE 7
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Fortunately, economic growth rates have been higher than in
other markets. Savings propensity is fairly high and the region
is very much at the forefront of digitization. This combination of
forces is driving insurers to develop new value propositions,
such as those related to financial wellbeing, and facilitating a
shift toward fee-based products.

FIEME, R KR — Em?ﬁﬁﬂﬁﬁ% FEMEELS,
Bzt KT8 LR R A= ENEELEHENRR AT
REHMEER, HlNABLSEritEUA TR 1
MR,

While insurance executives in Europe and the Americas
actively prepare for potential recession, the economic
environment in the Asia-Pacific region — especially in the
less advanced markets — is not quite as stark. Still, global
trade tensions threaten the booming growth cycle that has
been running for years in many markets. China’s healthy
growth rate has slowed noticeably and both Japan and
Singapore are on the verge of falling into recession. A
slowdown in other global regions would inevitably hurt the
Asia-Pacific insurance industry. The economic impact of
political uncertainty is another consideration, both in the
region and around the globe.

ERUNFEMNNRE LS EERRES NN A ENTR,
TE']Ij(iHlEE’] AFNE—AHREREIEERENTH—
—HFRERATER. REQY, £2KEHEKBADENE
WETHEER—EERTHREIG KA., FENRERE
KEERENE, BARFMFEHLTRRNNSG, £3kHE
it X ZFHEE A TR EMRET ARE L .. BUEAH
EMNEFNTME R —MERXENEH, TREEZM
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Growth in gross domestic product, 2018
2018 FE WA~ BEEK

4.2
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Asia-Pacific one-year Treasury bond yields
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A complex environment with strong fundamentals and emerging challenges

B IR 3875 A B A BN A0 T A kiR

Scarce talent: Cultural and people issues bear mention. In the
fastest growing markets insurers have not been able to find the
right homegrown talent fast enough to keep up. It's an
unprecedented challenge in the global insurance industry.

BRRAAT XA ANEBTES—R. AEKRROTS, KRR
ARTEUEBROFERFSENALAS . XRERARBRY
SR RIBIEIBRER .

Hiring expatriate talent in key areas, such as data science,
will be prohibitively expensive. So the focus will continue

to be on training and up-skilling existing staff. The talent
war will intensify as more foreign insurers enter the market
as deregulation continues.
TEHERNFEFXBUHBEIMNEATNARBSESAER
HMF. B, ERBRSERAR)IFIRSIE R TAKEL.
MEEMEE L WINERIG AT HANTG, AT KEFINE.

As both life and non-life insurers become more digital in
their operations, they will need technical talent to design
and support specific disruptive technologies, like Al and
blockchain. Analytics and experience design are other high-
priority skillsets. The ability of the largest Chinese insurer to

Some companies also need knowledge and experience in
underwriting and other traditional insurance functions. This
is especially true relative to new product development,
whether protection-oriented life products or on-demand
P&C products.
—ENFEFEEARMEAMESRQIRETEOMIRATZ
¥, IFHERAFLRLENAL, TRENRPASENE
IR N LM p&e Fim.

Increasing regulatory scrutiny also places a premium on
finance and risk management skills. Forward-looking
executives recognize that the right talent and skills are
necessary to realize the full value of transformation
investments and to successfully navigate markets that
shift quickly and evolve continuously.

s EREEN SN EEREMNER. BFAHE
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How Insurers can move forward

RBS /A 2] 404a] (5] BT

For years, insurers across the Asia-Pacific region have
understandably focused on seizing the growth opportunities
that have been presented by healthy economies and a
growing middle class. In some markets, the focus on
driving growth has left key parts of the value chain — such
as underwriting, claims and other internal processes —
lagging best-in-class standards. At the same time, digital
capabilities have often been built on top of existing
operations and without end-to-end digitization plans.
ZEk, TAMXARERS—E DT TIERREFEH
AR BB R AT R AVIEKIIB, X2 PEEME.
TE—ET, WHIEKHNXT, ﬁ ﬁﬁ%m%ﬁﬁﬁ—
—WKH. RBEMEERBRE— B K AR A
5%ﬁw,&?Mﬁﬁ&ﬁLlfﬁﬁw%zt,ﬁﬁﬁﬁ
bk fan s

Some insurers have tackled these challenges head on and
have created pockets of excellence and innovation. Insurers
should identify leading examples they can emulate and decide
which niches are most appropriate for them.

—EARBG /A BN KRR T X Bk, OIS T L AR
Mz e, REGA BN HH TN R BRMETES, FRE
WLEFETHREEGEN].

Opportunities, strategies and priorities will vary. Many insurers
will need to focus on underwriting, the shift to fee-based, unit-
linked products and stringent capital requirements. They will
also need to revamp their strategies to put digital at the heart
of their offerings and operations, focusing on customer needs
and embracing ecosystems.

Y. SEFLESIEERERE., FERIEASHREEILE
RIRFERR, HEETRE, SRAEHNSRURTENE
AEER E. MIERERRMIIAKRES, BEFLEDM
RSl ERRERFER, BANESRES.

All insurers will want to examine the repeatability of their
business models, especially if they want to expand into other
markets and regions or scale up for growth. Partnerships
and mergers and acquisitions (M&A) decisions will be critical
in accelerating this journey.

FrERNRE A SMERMMNLSEXNTESES, K2
%%mﬁ%#Eﬂﬁ%ﬁ%ﬁ%[ﬁ%#ﬁﬁﬁﬂﬁ%Wﬁ
SRR UHEAVRES FIRX—#EEXEE,
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As interest rates fall and savings growth tapers, insurers will
also have to find ways to de-risk their balance sheets,
downplaying products that offer higher returns in favor of
those that can reliably perform in the current Iandscape

BEFXRTEMESEKETNE REATHELRE
HERA = ARRRETTE, m%%“@ﬁ@ﬁgﬁﬁm,
EEPRALEE LIS TIUREZEN™ M.

Adding more fee-based products, along with a higher share of
market-linked products, is a step in the right direction.

EMELZHRE~ MR MURRESSTHERNSROMDE, 2
HELERITEBHA—D,

Finally, insurers will have to be careful about their capital
management. On the one hand, they have to manage the
increasingly stringent solvency norms; on the other, they
need to ensure that they are investing enough to stay
future-ready. These investments should be informed
more by the most pressing business needs than by the
latest technological trends.

BE, REATIEAERNENNEAEE, —HE,

LA ELE 35 IR A ﬁhﬁ%—ﬁﬁ EN®E

BHFRATEBHRE, IRRMIFESR. XEREANIZ
EEMZRHHFRBMWSTRATE, OAZEHRAE
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In evaluating, selecting and deploying new tech, insurers
must take a holistic approach. Even the most powerful tools
won'’t solve problems by themselves. That's why they
shouldn’t be deployed for their own sake. Instead, they must
be used to solve specific and well-defined business
problems (like automating processes to reduce costs) and
meet specific objectives (like direct engagement with
consumers). Indeed, technology is just one variable in the
equation for successful long-term change.

ERE, EFEMMEFEA, REASDIRER—DEBEH
Tk, BMERFEBAMNTREMARE CHBREOR, XN
At ANIZA T BCHMRE TS, Bk, BAIMA
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The need to master all of these dimensions of the
enterprise reflects the complex matrix of issues facing the
industry. For more detail on these trends, please see the
EY Global Insurance Outlook >
EREMCVEXEAANTERR T T AR

M., ARXLEEFNEZAT, HZL

B A9 = 7


https://assets.ey.com/content/dam/ey-sites/ey-com/en_gl/topics/insurance/insurance-outlook-pdfs/ey-global-insurance-outlook.pdf
https://assets.ey.com/content/dam/ey-sites/ey-com/en_gl/topics/insurance/insurance-outlook-pdfs/ey-global-insurance-outlook.pdf




In the Asia-Pacific region,
growth in non-life lines has

W ARHX, FE4ArZeaIiE
_K
outpaced life insurance.

Bl T ANFRES .

However, growth has slowed in recent years. That trend
looks likely to continue, given increasing
macroeconomic and regulatory concerns in the region.

AT, FE%WKEFﬁ%M% LT 73X HE BN

P&C premiums in Asia-Pacific
grew at a compound annual
growth rate (CAGR) of 7.5%
from 2013 to 2018. Life health
premiums grew only 4.0% during

the same period.

M 2013 ££% 2018 £, WAHMX
£ p&c {RER N 7.5% E & 1
KEEK, EHNERRERIG
K7 4.0%,
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7.5%

2.1%
The Asia-Pacific non-life sector at a
glance 19%
NP Kl X JE 4 7= ML BE
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Non-life: Key trends and imperatives

FEmERERIMESZ R

Increased foreign ownership in some key markets —
particularly China — should support long-term growth.
Foreign players will drive increasing penetration in markets
where local players have traditionally dominated. For
example, Myanmar announced in January 2019 that foreign
insurers could enter into the country’s largely untapped
insurance market as part of an ongoing liberalization effort.
Vietnam has also taken steps to increase foreign ownership
limits for listed companies in insurance and other sectors.
EISNRE—LEXBTH(AHRPE)NFR, NizaXH
KEEK., SPERSIBHEN AL AT EERFE L HET S
Wi —5iE. fl, EEE2019F1LAER, A
EE#HTHBEHAS HN—82, SPEREA ST U#HANIZ
EEA FEAFLRNRETS . SEEXRERE, RERE
MEETV EHA SIS EFERE L BIBR S

The insurance companies that win the future will be those
that can develop the right offerings for a dynamic risk
landscape, comprehensively address new customer
expectations and use new technology to enhance
efficiency, reduce costs and scale up across the region.
They must also leverage emerging digital platforms to
anticipate and meet evolving market needs.

MISARKMRIE A SR BLR G T LESNSHEHAER
Fa, TERERESNHE, FAARRARESRER, &

R ATAEEN XY KARA R A ] M1E LA
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Loss ratio

62%
70%

Source: S&P Global Market Intelligence
ARFR B R LB IEIR

AONRSH
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Expense ratio

34%
31%

Combined ratio

96%
101%

Tomorrow’s top-performing insurers will have offerings
to meet evolving market needs and effectively use
technology to increase operational efficiency.
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7Hh1%%,uﬁ5$%§%

AR, HERR R AR S EERR






The forces reshaping the non-life market through 2022
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The following illustration is based on a survey of EY insurance
professionals in the Asia-Pacific region and follow-up
collaborative workshops among the regional insurance leaders.
It's important to note that the trends highlighted below are rated
based on their likelihood and impact during the next three years.
TE A BARE T A KIS Lk R T A R AIREFX SR
VFRSAZENEESERNS. EFIRNE TEHRIBENGE
BRIRERK=FENTT MR Dl‘]ﬂﬁﬁﬁﬂ’]

Many of these trends will influence the industry on a longer
time horizon or are not as likely to come to fruition. For
instance, we believe both Al and subscription models will
have a profound impact on the industry, though the full effect
won’t be felt for a few years.

XEBHPFFZRAERKN ESEE E‘DHIZ Tk, A&
FAATTRERUSAIR. B, BAMBEATEEMITHELER

BXEANTIVFERTNZ W, RER %EFE/DFJ]EJIEWX%—\

TEEN.

Y =S}

Others — such as the significant opportunities in commercial
insurance, Internet of Things (loT)-enabled products and
services and on-demand or subscription models — will
depend on the actions of insurers in the near and mid-terms.
We also recognize that the impacts will be felt differently by
different insurers.

Htrm, flammlRie. MEM~afiRs, MERZRTEHIT
MEAETENEANIE FEEHEPPEEURTREA S
781, BAIHINRE], RENFREASSEAENERZ.

For the EY perspective on these longer-term trends,
please consult EY NextWave Insurance: personal
lines and small commercial report > Note: NextWave
reports on large commercial and reinsurance and life
insurance will be released in the first half of 2020.
RTRAMNXEKPFELNE L, BST T KX T
RER AR X R A G RE AR & T 2020 F £
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Fundamentals and forces underpinning the market

Increased trade barriers

Bubble size determined by number of responses

Evolving ecosystems Rising customer expectations

Other surveyed trends

Insurance for sharing/gig economy
Growing commercial insurance opportunity
Evolving ecosystems

Financial wellbeing

Emergence of subscription models
New health risks and aging population
Risk prevention as a service
Partner/compete with InsurTechs



https://assets.ey.com/content/dam/ey-sites/ey-com/en_gl/topics/insurance/insurance-pdfs/ey-nextwave-insurance-personal-lines-small-commercial.pdf
https://assets.ey.com/content/dam/ey-sites/ey-com/en_gl/topics/insurance/insurance-pdfs/ey-nextwave-insurance-personal-lines-small-commercial.pdf
https://assets.ey.com/content/dam/ey-sites/ey-com/en_gl/topics/insurance/insurance-pdfs/ey-nextwave-insurance-personal-lines-small-commercial.pdf
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Non-life: Key trends and imperatives
FEmITEERNLEE R

Embrace regulatory change:

New accounting standards and regulations represent a

performance improvement opportunity

S TDENMFGHRE T — P RE LGS

Increasing regulations, from local requirements to global
accounting standards, remains a top agenda item for
insurance executives across the region. Companies are
adopting various strategies to achieve compliance. Around
IFRS 17, for example, there is a fundamental split; larger
insurers are seizing the opportunity to transform finance and
actuarial functions, while smaller, less capitalized insurers —
especially in highly competitive markets such as Hong Kong —
are making the minimal effort to achieve compliance.

M FERESBRSTHEN, Bam™EHNAEHENAZED
TARBXRE VS ENEENRERNE .. 25 EERRETHRE
LA, Him, B (ERYSREENE 17 2) (FRS),
FERAMNDERANRE LS ENENE, HESHTE
HHRgE, MAERN. ARUCBRERENRKRAT—IRLHZE
EERERHHINT Y —EEREKRS.

Risk-based capital (RBC) standards have recently been or soon
will be implemented in key markets. These may push some
smaller players toward consolidation or put them at risk of
insolvency. However, proactive regulators in the region are
taking measures to soften the standards and provide smaller
firms time to strengthen their balance sheets. For example,
Hong Kong’s Insurance Authority has proposed a RBC regime,
based on the principles of Europe’s Solvency

ET NN RA(RBOIFAEREEZH AR ETETHEE, X
RSB EHRR NN VHTET, HEBENE T~
FIRBE = . AT, ZHXIRIRE =AY M BN IE 7EREUEE,
BRI, FEAHARRU A SRR E), DUNSRE A~ AR
BN, EHERE W ESERIERONME DR, BIGRI—M4E
RAREE

Il. Scheduled to go live in 2022, the policy is being
tested through quantitative impact studies aimed at
helping the sector manage the transition.

ZBUSRET 2022 F£3X5%, BRIEEBRIEEZWHRY
HATRE, UEBZEIIEELE,

In Thailand, the Office of the Insurance Commission (OIC)
issued minimum risk management requirements for
insurers in 2018. It has also expressed a willingness to
adjust them after learning more about the impact on
insurers. Rollout of a full risk-based capital regime is
scheduled for the end of 2019.

HERE, RERZERARNDAET 2018 £ 7 R A S
HRENREEEER, ZATERTR, £ T REINRER
SMEZEME, BEEBILEHE. 11T 2019 F)K
HE—NTEETRRNAERENH .

Insurers are weighing their options. Some are planning to
move their finance function and key finance and reporting
processes to managed services models. Others are looking
into consolidation as a means to manage compliance costs.
R QS EEREMANINERE. —L£ A IETTRKHEM SR
REMXEMSREREEBIEERSEE, HMAsN
BEHANEEEHARN—FFER.

Insurers must also look beyond local regulations and stay
informed about global regulatory changes, paying particular
attention to standards around conduct risk and consumer
protection, such as General Data Protection Regulation
(GDPR). Regulatory matters will remain near the top of the
agenda as it’s likely that regulators around the world will only
become bolder and more aggressive in the future.
REEAEELTUBHBTTIEM, BN T REREERN, %5l
RETAHREFERERPTEOE, I CRAIERP K
) (GDPR), KERIANESWNEARMNEPZE, FEHR
kit SR B EVM T RIS T B EINRBIRE.






Non-life: Key trends and imperatives
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Achieve cost efficiency:

A mix of technology and location strategies is producing results

RAMXARIGHIEE S EE~ERR

As with their counterparts in other regions, insurers in the
Asia-Pacific region feel considerable pressure to reduce
costs, due largely to thin profit margins and rising
regulatory costs.

SEMXERNREAS—F, TARENRRASHIEE
BEARRANEXRES, FERERFBRFEMEERA L
.

Distribution expenses are a top target. Currently, insurers
are playing a volume game to generate profitability, but
slowing economic growth could make that a difficult
strategy to sustain.
NEFRAREEER. B, REASEEH#T—HEE
WXk, WUFEERFIES, BEFIBKNE ] X — R
M A4k

Other cost optimization efforts involve transforming core
systems and boosting productivity. Robotic process
automation (RPA) has been a focus across the region.

HA AR TESREERORGEMESE 1. YlaA
HEAMU(RPAE R AIZIRH—PMER.

Insurers are also implementing regional shared service
centers and embedding straight-through processing to
reduce costs and improve process performance. In recent
years, global insurers established large service centers in
Malaysia and the Philippines, which cater to regional
strategic priorities. Functioning as IT hubs and housing
specific functional expertise (e.g., actuarial), these
centers are designed to develop digital and technical
capabilities more efficiently and cost-effectively.

Rie NS B EALEXBEHZ RS FOMBRAEBRILE,
AR AT B LR M RE . LR, £ERRIEATED
RATHMFRRES T AERSHF L, NDEHXEKKRE
o XERMEAGERAFOIRFENRET KB, B
BN, BEEANHERRAN SR REFHEA

BT

However, activity levels around core platform transformation

and legacy system modernization are lower than in other

regions. That's true for two primary reasons:

BR, BESFOFaERMEERGURMAENKERT

Hfpth X, X2REM, TEERINRE:

1. Legacy systems are not as old in the Asia-Pacific region,
compared to those in mature markets elsewhere.

S5HMAATHNRGHEL, TABKHEERGEIAEBATE.

2. Insurers in fragmented markets simply can’t afford
expensive transformation programs.

DETH TR A SRR RIBRES ROEIE .

One exception worth noting: Japanese and Australian
insurers are focusing more on platform transformation than
their regional peers.
ESERN—NMIINE: B ATIRAHM T AR A S EEEA]
Hth X EITERTFEHEE.

The link between cost reduction and improved use of technology
is strong now and will only get stronger. It’s also affected by
regulatory and competitive developments. Consider how
proactive regulators in mainland China, Hong Kong and
Singapore are inviting InsurTechs and FinTechs into their
markets and providing insurance licenses to promote more
digital offerings. That forces incumbents to stay
BEARSAMBERAEAZ BNKRRERER, MARSHk
MET., CEXILEENTFEAROTW, BEHEKRM. &8
TR ) IS E VA A TRIRBIEREE AN S MERBE AR
SHAMBIINTS, FREREITFENERE ESHNHF =R,
XEEREEET

agile and implement initiatives, such as large scale
straight-through processing in underwriting and claims

and for all types of products.

FREMNEETERE, WAMENEBRLIERENER

W& IA R B KB

China already has four online-only insurance companies
offering a wide range of P&C products, including new and
unconventional products, such as shipping return and
personal clinic coverage.
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Deliver value with new technology and data:

Experimentation is driving innovation
SKUS IE A HERN ISR

Emerging and disruptive technologies, as well as the
massive increase in data volumes, will have a big impact on
the Asia-Pacific insurance industry in the next few years. Big
data platform providers have entered the market, particularly
RRIVE, FXOEBHREAR, NEREIREENAAEEZK,
BRE AR =EEBRT M. TEHEAHIETLSRERMAFE
ZHNT XTI

in mainland China. There is reason to believe more non-
traditional competitors will follow suit. However, it's
important to note that the trend is very regional, with some
markets, such as Hong Kong, lagging behind.

aEPEXM. NEEHERE EZFERRENTFHRE
. Ah, EFIRNE XMEBREBEXEHMN, —&
Wi, WMEE, ERT.

Varying expectations regarding data privacy will also shape the
use of technology. In Japan, for instance, consumers and
regulators are extremely interested in data privacy, limiting
what insurers and technology players alike can do in
generating insights and sharing personal recommendations. In
China, however, consumers are less concerned with data
privacy and regulators have taken a different approach, which
has led to impressive innovations with data analytics.
NHIBRMPAEHE b WMEANER. fl, EEAR, H
HREMEEENEIRRMAREBNGE, XRE T REEASFEARL
SEFENBINIEDABWTENESN . A, £HE, HEHE
EWHBRAMANOTERMR, BENMRRT FREINTTE £
TATIEIGG T S AENGIRZIGIBIHT

Technology can certainly drive explosive growth. One
China-based FinTech offers a mutual health protection plan
that is delivered via a platform and a mobile app and covers
costs related to 100 illnesses. Nearly half of its customers
are migrant workers in rural areas.
AL AT DUIERRIEMIEK. —K

BT hE A SRR
RN BB A S sl N AR FR

B Ay R AR T4,

HES 100 MEREXMNEM, ZASE—FHNERZ
RAFHXHRE L.

Adoption of 10T, drones and connected insurance
models is mostly in the experimentation stage, though a
few insurers have taken early steps to embed solutions
in their offerings. Typically, the objective is to improve
customer engagement and the overall experience,
which are high priorities for insurers.

PR T AN FIER N REE AR TR AR 2 48 T B
B RE-LERRASELXMTRHLR, BHART
ZRAZMBMNN~RF. BF, BENSREFF/S5E
MBEGE, XRREASNSEMLEEI.
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Digitize the sales force:

Insurers must deliver the omni-channel experience consumers expect
R QB DIRHEREZEAEN S SN RERR

Distribution patterns and practices vary widely across
the region. In China and Australia, direct-to-consumer
channels are more prevalent and intermediaries (e.g.,
brokers and agents) are gradually ceding ground to
digital. But in other markets, such as Malaysia and
Indonesia, intermediaries dominate.
DERRFBEEBNXEAREE. 7+ EHRAF T
HEEEEENREEALE, PAVMEENELAT
REF) BRIV THFRE. BEEEETY, NE%
BXFENE, FAYMEEEESHAL,

Asia-Pacific consumers are more receptive to new

platforms and better digital tools than those in other regions.
But platform and channel integration can be a major
challenge for insurers that want to deliver a true omni-
channel experience. For instance, in the case of
bancassurance, which is more prevalent in life than non-life,
few insurers offer customized products, which limits their
opportunities to increase penetration.
S5EMXEAEREEL, TAWXNEEEERHEIH
MEEHNEFNHFTIR, ERFEMREESN THLE
BERMHALNEREFRRPIRE A SRR — N ETENBEK.
Blan, sBTRIEMS, RTRKILESREN LB, RO
FREQASRMEES =R, XRETEMNESEEENNS.

On the commercial side, brokers and other intermediaries
maintain strong relationships with insurers, thanks to their
strong access to clients and rich understanding of their
markets. For example, brokers in Singapore scout for
overseas business that can be written by insurers at
home. Thus, they help increase new business volumes.
wRVIE, 2LAMEMPNASKREASDRFEEDY
MXR, XERAMBNSEAEEEVINKR, MAXHE
THEERZN T #. B, FINENELATHT S
ER R ASRRNEINES . B, ENHTENH
s,

Within commercial lines, small and medium enterprises
(SME) are a promising opportunity and underpenetrated
segment. Insurers must develop easier ways for such
businesses to access policies and manage their coverage,
which will require the enhancement of direct channels.
Rl FhVE—NTHERENTE EhR—
MEBRD . REEASBAAXEM W FIEERTHREFR
BMNEERERKREENTTE XEFEMREERE.
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Imperatives for non-life/P&C insurers

SEIN Y IN S

Embed digital in everything: Start with core business problems and identify

1 the technologies that will best solve them; develop an agile approach, test
new tech and quickly scale up winning experiments; adapt offerings and
experiences to consumer preferences in individual markets.

2 Assess regulatory impacts and transform accordingly: Identify innovation
and performance improvement opportunities relative to compliance
initiatives, such as those around financial reporting and capital requirements;
minimize effort and investment in other areas.

Set specific and measurable cost efficiency targets across the business:
Compare and contrast the costs and benefits of different efficiency options
such as robotic process automation (RPA), core system transformation and
regional service centers; diligently measure progress with holistic metrics.

w

4 Re-orient the distribution strategy toward omni-channel: Consider

which products and offerings are best suited to digital channels,
experiment with them and deC|de where to scale; embed dlgltlzed
e>§perlences to of genum omm channel proposmons

4.5 T A S R RzmEz
RIBAR: %ﬁuﬂﬁﬁbﬁnn%ﬂf‘@
RBESWTRIE, WEuT
LIS REH %Mx,m/\*i%{
géi%ﬁ, MIREEENSREE

\/

?

'/

2019 vs. 2020: Last year's EY Insurance Outlook encouraged P&C
insurers to explore new outcome-based plans in the health market and find
ecosystem partners to roll them out. Similarly, we recommended insurers
begin modeling intangible risks (e.g., intellectual property, cyber) with new
data sets and specialized partners.






¥~.~3¢( SR T a7 .o
Key trends and imperatives A——
E A 2 €

,J S

To navigate these challenges, Asia-

Pacific life insurers are shifting toward
protection-based products, with a
greater focus on health and accident
policies, rather than fee-based
products. The trend is particularly
pronounced in ASEAN markets, as
well as Hong Kong.

AT RIXEBkE, WAER /A SR
EINRIP AR~ M, ELSMTE
RMEHRE, MARKE™ M. XM
BEERETHNEELARE.

Life insurers in most markets
REP D AR A FRE A E)
in the Asia-Pacific region have
experienced slowing growth.

P R H X 2257 18K IR

Developed markets have seen the greatest pressures on
growth. Interest rates have dropped precipitously and rapidly
RETHNEKENRA. FIRZEITHRE, WERERR

— leading to major ramifications for life insurance companies.
Many liabilities will become extremely expensive to honor and
existing reserves will be severely strained if rates continue to
drop, which they Took Tikely to do.

—— W AFREABEREAZM. FERSNEEFLERE
B, MBEMRHMRKETE, AEESHTECE HWMXF
ERIRTTRES ThE
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Life: Key trends and imperatives
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In Japan, where local interest rates have made insurance
unattractive, products denominated in foreign currency have
seen explosive growth recently. They will continue to play an
important role, though greater regulatory scrutiny of
aggressive marketing tactics will inevitably dampen demand.
TEHA, HBFMREEREIREESI S, UIMBHHNE™ &
RIEHI T RIEMIEK, ENBRELEERER, REXN
M EHRRHTERNSERE R AR RIS T

While a number of common challenges — such as global
economic uncertainty — confront life insurers across the
region, local conditions differentiate individual markets.

SRWMEHHFR AT EREF SRR K, GIEEK
LIRS, BN WmaNBITRGEERAE.

® In Australia, more stringent regulation is the
main challenge

FERAMT, EFEHEEREIRAYK

* In Hong Kong, unprecedented social unrest is making
this market less attractive for customers from mainland
China, a key target for insurers historically

TEEE, LRAGINHSNSERXNTHNHERDE S
s N TR, mARERBHREREASHN—NXKER
FR

® Japan is stuck in a low-growth environment, with sub-
zero interest rates
BABAT RIBKIHE, FRETE
® Aging populations are a top concern for insurers in Japan,
ABZRUE B AR A S RIOAIE) R,
South Korea and Thailand, among other markets

HEMERE, NREMTS

Operating margin
BV F5E

2018: 9%

2018 F:9%

AONICH 8%

2013 F:8%

Cost ratio

BLAREE R

2018: 20%

2018 F:20%

2013: 19%

2013 #£:19%

Source: S&P Global Market Intelligence
TR B B R 2 L7 I67R

Sales of savings-type insurance products
denominated in foreign currencies, by five major
Japanese life insurers, April 2018—March 2019

“ER/\FHAEZF-AF=RAHE, AXE
ZAAEFR A THENIMTITHN A EE RS =

0
BR

v: 3.6 trillion

HJt:3.6 512

usp: 33.3 billion

%JT:333 2%t
YoY increase: 50%
5] b 15 1E:50%

Source: Asia Insurance Review
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The following illustration is based on a survey of EY’s insurance
professionals in the Asia-Pacific region and follow-up

collaborative workshops among our regional insurance leaders.
It's important to note that the trends highlighted below are rated

based on their likelihood and impact during the next three years.

TEHNRAZETNRAATARBENRIE TV A RAE R

BIRBREASAZBNEEEETTS. EEFRNZ, T
ESRIARIES R RIEAR K = FH T IRITIEE

Many of these trends will influence the industry on a longer
time horizon or are less likely to come to fruition. For instance,
we believe both Al, connected insurance and subscription
models will have a profound impact on the industry, though
they won't be felt for a few years. Others —

RXEBFPF TS ERKNNESERARmMIZTE, HER

ROREBSR R, flan, FAIBENTEEE, BRI R 01T 5
WA X X MTW = ERITA TN, REXMEWE/LER
F=EW, Hi—

Top trends: Highest impact, gre
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Manage the p

1 regulatory focus
Low
High

‘var

Likelihood
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o)
S

A
Eaal
)0000000

Increased trade barriers

Bubble size determined by number of responses

Insurance for sharing/gig economy

-
N

The forces reshaping the life market through 2022
2 TR =

such as significant opportunities in commercial, Internet of
Things (loT)-enabled products and services and on-demand
or subscription models — depend on the actions of insurers
in the near and mid-terms. We also recognize the impacts
will be felt differently by different insurers.

BlanEr . WEN = mAIRRS, WMERZRBSITERNTTE
NEENS ——HBURTREE A S EEAR FEHNTE. 3,
MBINRE AR RE A DB ABAEZ,

For the EY perspective on these longer-term trends,
please consult our NextWave Insurance: personal lines
and small commercial report > Note: NextWave reports
on large commercial and reinsurance and life insurance
will be released in the first half of 2020.
RTRAMNXEKPERNE L, BSHBANERT—
RR T RE W BREE X RN F R AR &4 T 2020 4
E¥FLRH.

-

Age cost ze the Drive growth
4 sales force through D2C
High

3 1
3/1

4/2

Fundamentals and forces underpinning the market

Evolving ecosystems Rising customer expectations

Other surveyed trends

> Z LR E TR


https://assets.ey.com/content/dam/ey-sites/ey-com/en_gl/topics/insurance/insurance-pdfs/ey-nextwave-insurance-personal-lines-small-commercial.pdf
https://assets.ey.com/content/dam/ey-sites/ey-com/en_gl/topics/insurance/insurance-pdfs/ey-nextwave-insurance-personal-lines-small-commercial.pdf
https://assets.ey.com/content/dam/ey-sites/ey-com/en_gl/topics/insurance/insurance-pdfs/ey-nextwave-insurance-personal-lines-small-commercial.pdf
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Manage the persistent regulatory focus:

A coordinated and cost-effective approach is required

BRI E S A A IME

Increasing regulations are profoundly influencing insurance
markets across the Asia-Pacific region. The coordination
among regulatory bodies across the globe is also playing a
role and leading to a waterfall effect of best practices. In
Australia, for instance, customer protection laws follow the
template from those in the UK and global Insurance Capital
Standards — often inspired by Solvency Il — are being
adopted with local variations by regulators in South Korea,
Hong Kong and Japan.

ML ENEERZIBEWE BN T ARBX R TS,
LWL BBV AN EREER, FSHRELR
R HRN. B, ERAFE, FHARPEERE T EEN
B, mEHE. EENEANLEEVMEERBEKRKA
AEERERE (RSN 1) (Solvencyl)BYEE),
H 2 KB AR

This standardization of regulatory guidance is also being
driven by specific events that reach across geographies and
jurisdictional boundaries. For example, the demerger and
relocation of Prudential plc is prompting regulators in the UK
and Hong Kong to work together more closely than before.
XM ERSNIMVELE R 2 B E BN S 4
BN, B, FEERMKSEE (Prudentialple) f9iF 0 ME, 2
FREMEENEETML U FENERHESIE.

IFRS 17 remains a key focus area as the implementation date
approaches. It is straining resources in markets already facing
major regulatory changes around capital adequacy and
customer protection. Another impact related to IFRS 17:
insurers will need to define new key performance indicators
(KPIs) and other reporting metrics, requiring them to articulate
for investors new storylines and explanations of performance.
BELEASHNIEE, (ERVSREEN) 5 17 SHAR—
MERAYE. ERAREENERARPTHELAEREREES
™, XMHELERREE K. 5 (ERYSREAEND
% 17 SHRNA N TR REA DFEECHH KB S

FR(kp) FIE MR E1867, EREMNRAE ERHOREED
Ak SR5 B

The implementation of RBC norms has been in the works in
the region for several years. Multiple markets, including
mainland China and South Korea, have already
implemented them, while others are working toward them.
Hong Kong is testing the impact of its proposed RBC regime,
which is modelled on Europe’s Solvency I, with a targeted
implementation date of 2022. Even in markets with existing
RBC standards, regulators are executing continuous stress
testing to ensure that the insurance companies remain
solvent in the current volatile economic environment.

it RBC HSEE A EIZM KT T JLE. BiaPEKMEFE
EENNZITHE LN T X LR, mEM—LHHE
HERXETEE S, EREENKEMNINEXERRT
HERPW, ZHEENENOEAEN | hEAN, BiF
ki BN 2022 &, BMfEAEILE RBCAENTHT, KE
MM AERTEHENEDNR, MHRERASELFING
BV PR FF R AT 8E
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Win the war for talent and skills:

The right talent is critical for successful transformation

Asia-Pacific insurers, like their counterparts in other regions,
are focused on finding scarce digital and data science talent,
as well as functional experts in underwriting and other areas.
Looking ahead, more insurers in the region will look to invest
in developing their own talent bases, given that foreign and
expatriate resources are more expensive.
S5HEHXAREAST—H, TAMKAREASETTITS
BRROBFNEERZAT, MEARMEEREBNRES
K. REARK, EFIETINERREARR, ZHXELH
REASFEERATLARECHATEM,

In addition, in light of low interest rates, some insurers are
emphasizing protection-oriented products, rather than fee-
based services, which have become more prevalent in other
regions. However, scarce underwriting talent for these types
of products is hindering development, especially within
ASEAN markets and Hong Kong.

teoh, BRFFIZRME, —LREEASEERBURPASEH
i, MARAEHMBXE N TR ERS . A, X
KRR HEATEZ, EEER/AR THESEREAT
HEE,

Given the stringent regulatory focus, insurers also need
resources with relevant skills. Professionals who can combine
IFRS 17 expertise with strong digital know-how are in
particularly high demand. Underwriting, claims, actuarial, risk
and finance are other areas where insurers are looking for
technical skills and knowledge, as they consider the
implications of widespread retirements in coming years.
EFFRNEEER, REASHHEERSHEXIKENTIR.
BEUER (EFRUSIREAN) & 17 ZNENHIRSBANET
REEEERNEVALRRERIK. KR BB, BE.
R FI 552 REE A B T REAZBEMIRNEEIE, BH
T EEAREILERSEER AR,

How traditional insurers position their brands is important
to attract younger workers deciding if they would like to
pursue careers in the industry. Less competitive salaries is
another reason why insurers struggle in the war for talent,
especially against technology companies.
FHaREASMAEMNECHME, NTERSIFERATRE
BB EREZTWERRIVEEEXEE, REAGZ
FTEANT SFH P EEHL, LHESREATINES,
A—PREREFAZF IR E.

It will be difficult for traditional firms to evolve their brand
perceptions in this way. That's one reason why some are
exploring new, “green field” brands. Other firms are
exploring partnerships with established tech firms to access
the necessary skills.

B A S RME DU T LR A RAEIN . XFER D
LBEANEREZFN G RENER—, HASIER
RESZMBRASBI SRR, MURBULENREE.

The pressure to retool or even transform the workforce is
critical for firms actively seeking to diversify beyond plain
vanilla products and launch new business models that
vertically integrate the value chain. Besides the regular
workforce, such firms need easier access to specialists
who can drive such diversification and transformation.
EARENEFTHNINES, NFLVRRT KBELZE
FmEEl, BHEEESMESNTRLRREXE
B, RTEANTINN, XEQANRTEERZHRBREE
WX S HEUTERNER.

Top future threats to life and health insurance in
Asia’s emerging markets

LT A E TR B R SR I A9 R KB

1. Shortage of talent
A7 Rk

2. Low Iinterest rates

iR

Source: Emerging Asia Life Insurance Pulse 2019 — Peak Re

BRI AT MNA ZF (RS k73 2019 —UE (A 1RST
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Achieve cost efficiency:

Cost optimization strategies must account for investments in the future

PRAAAL SRBE 0 TN FRE AR SR AR 5

Life insurers have been trying to reduce their costs for much

of the last decade. But lower costs alone won't sustain long- IT budget allocation
term profitability. The key is to ensure cost efficiency IR R
measures do not stifle innovation or compromise

investments that are necessary for future growth.

EIETENRIBPEEE, NFEREAT—EEL IBEMRKK 0
K. BREFRMATEEFKBRIES . KBETHRK 4 1 /O
AYRBHASTERUFHIRERKIG KB FORE.

Maintenance/upgrading of existing systems

The pressure to cut costs and improve margins remains 30%
strong, given declining sales in mature markets and

slowing growth in emerging markets, in addition to weak

investment income. In China, profitability deteriorated in 20%
2018, due to investment yields falling to 4.3%, the lowest

since 2012, reflecting the fall of equity markets. Thus, 0
productivity and cost efficiency have risen higher on the 9 /O Other

agendas of senior leaders.

ETFHATHEE TR, FXTHRKIRENRIEARNE 9% 'ﬂij,
%, BRAAFIESFERGENDARA, EHE, 2018 >~
FRAENTEN, FEESRAKSRESE 4.3%, 42012 F

MSREBARAT, RMTREH TS, Bk, £FRHHA  Spena
HREBRASANNEARLES

Implementing new systems to replace existing

Transformation and innovation

Process automation and straight-through processing in
claims and policy administration are among the priorities.
Core system transformation, shared service centers,
centers of excellence and cloud migrations are other
common strategies to reduce costs. The ability to set up
highly efficient and centralized models has proven to be a
strategic differentiator for large insurers with multi-national
presence in the Asia-Pacific region.
HREASUHNRBNBREETNEBLERMLATI. %
DR GHEHR . HERSHL. FEPOHRTHEREMMA
MUE M E LSRR . WFETAREHE ZEVSHARRE
AFME, BusMHEPRIENEWIERARE —FhkEg
E5.
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Digitize the sales force:

More effective distribution can create growth opportunities and address

regulatory challenges

EAMNMET UG KNS, MY EEDK

Insurers in the region have made progress in digitizing the
workforce in recent years, largely by providing tools for
agents to maximize their productivity. ROl on such
digitization initiatives has not been as large as hoped,

given the size of the investments.

EER, ZMXOREASEZTHAIEFATEIRE T HE,
FTERBUAREFRETIR, FHREFNEKRWL. EEE
RAHAR, MREF A B AR EIRE IR A4

o

ajn

But things are changing quickly, especially in mature markets
such as Australia. There has been a shift in how digital is
viewed by the sales force. Until recently, agents viewed digital
channels as major threats to their profession. Now, they realize
digitization increases efficiency and helps with recruitment by
making the industry look more innovative.

EEREEREEN, THRERAFIEERATE. HEAR
MNEFEROEERE TRE., BERE, REFTIEREFME
WAHMBMEBR T ZRED. WE, MIRIRIEBFLT LIRSS
R TV EEXRERCIHMN, MinABTRE,

A similar shift is coming also to developing markets where
— despite healthy growth rates — insurance penetration is
still low. Huge sales forces are in place, but their
productivity is far from optimal. New digital tools are key to
addressing this challenge and improving productivity, not
only for agents, but also within bancassurance, one of the
fastest growing channels in the region. Empowering the
sales force is a critical goal regardless of channels.
REFTHHER T XOUNEE, REXLETHHIZKE L
RYF, BEREEZRZXDARK. EXNHEENIEERHMAL
EREMNNESNIZIERE. FNHEF TR XX —Hkk
MREE~NHXE M TRER, AN FRITRE

2E), RRZMWRBERKEROREZ—. TiLBIEAHRE,

IERHEARNREANBRE— N RBER.

Reduction in number of life insurance solicitors,
South Korea, 2013-2018
2013-2018 F & EFH 2 h A LU >

30%
30%

Source: Korea Insurance Research Institute

Genuinely omni-channel propositions, with a perfect mix of
digital and human, are the ultimate goal. That mix requires
seamless transitions, consistent experiences and
synchronized data across channels. It will take considerable
effort and investment to make that a reality, but the benefits
of increased engagement are worthwhile.

EEFME2REFK SEFMANTNTEEE =2&ZLER.
XMASFELENZER. —BNKRENEBRENESEIE.
SMEX—BERBEMEES RN HTIRE, BENE5E
IR ERH.
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Drive growth through D2C.:

Direct channels and ecosystems drive the shift from selling policies to

engaging customers

Many insurers are working to vertically integrate their
business models, particularly in health lines. Such models
may include hospitals, nursing homes and doctors,
replicating some of the closed-loop ecosystem models
that have succeeded in China. In fact, some Chinese
market leaders are looking to enter other markets in
Southeast Asia, which would elevate the competition.
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Direct engagement with digital-first customers through
platforms is another critical component of growth strategies for
insurers across the region. Outside of the largest players in
China, very few have gained traction in direct channels.
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Online customers served by China’s first online-
only insurance company
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Increased investment and activity in this space are to be
expected, even though it's well understood that initial returns
may be modest. Forward-looking executives take a long-term
perspective on direct and digital investments, recognizing they
need the right capabilities to be successful in the future.
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Regulators in some markets are facilitating the shift to digital
and direct. In Singapore, the approval of a full direct life
insurance license to a well-capitalized InsurTech in 2017
was the first local insurer to win approval in nearly 50 years.
In Hong Kong, the first virtual insurance license was granted
in 2018. Part of the local government’s push to develop the
city’s online financial services industry, the license prohibits
the sale of life policies via agents or banks. However, the
success of new digital-only insurers is far from guaranteed,
as evidenced by the low level of sales in several markets.
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Not all insurers will make the same decisions on direct channels.
Some won’t have the appetite to cannibalize existing channels.
Others simply won’t be able to afford the necessary investments
in direct channels. But whatever the situation
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of individual insurers, none can afford to ignore this trend.
Insurers must decide what role they want to play in
nascent ecosystems and whether they should develop
their own or partner with other organizations in theirs.
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Life: Key trends and imperatives
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Imperatives for life insurers
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Assess the impact of global regulatory convergence: Streamline

1 processes to prepare for new and existing requirements (e.g., IFRS
17 and RBC standards) and evaluate the knock-on impact on sourcing
strategies, including M&A and partnerships.

2 Identify talent gaps to devise a workforce strategy: Determine
where internal talent must be developed and where external talent is
necessary; consider rebranding and communications tactics to attract
important talent.

3 Set specific and measurable cost efficiency targets across the business:

Compare and contrast the costs and benefits of different efficiency options
— such as RPA, core system transformation and regional service centers;
diligently measure progress with holistic metrics.
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4 Review distribution options and experiment with channel mix:

Assess options based on new value propositions and identify a
limited number of initiatives for each channel; measure progress to
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Country snapshots:
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Key developments in top markets
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Read full China report >
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by low birthrates, an aging population
and persistent low interest rates.
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Among the largest in the world, Japan’s life
and P&C insurance markets are challenged
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South Korea:

Read full South Korea report >
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About EY
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EY is a global leader in assurance, tax, transaction and advisory services.
The insights and quality services we deliver help build trust and
confidence in the capital markets and in economies the world over. We
develop outstanding leaders who team to deliver on our promises to all of
our stakeholders. In so doing, we play a critical role in building a better
working world for our people, for our clients and for our communities.
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EY refers to the global organization, and may refer to one or more, of the
member firms of Ernst & Young Global Limited, each of which is a separate
legal entity. Ernst & Young Global Limited, a UK company limited by guarantee,
does not provide services to clients. Information about how EY collects and
uses personal data and a description of the rights individuals have under data
protection legislation are available via ey.com/privacy. For more information
about our organization, please visit ey.com.
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This material has been prepared for general informational purposes only and is not intended
to be relied upon as accounting, tax or other professional advice. Please refer to your advisors
for specific advice.
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