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Establishment of an Independent Insurance Authority — Q&As

BRREZN B REXEERNEE L - We note in our meetings and discussions with
Ejﬂﬁﬁiﬁi%qﬂ ST Eh TR . intermediary associations gn the proposed
independent  Insurance  Authority that many
BFLHRN A - LEERRRGFHRMRE © Al - &l intermediaries have misconceptions on a number of
WEBSEBSEE 2B THEEMNE key issues. We consider it necessary to set out the
matters clearly. The following Q&As are prepared for

information:
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Licensing Regime
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Will there be any changes to e No. We have no intention to change the licensing requirements of the

the licensing requirements intermediaries when establishing the lIA.

of the intermediaries upon e Similar to past practices, the licensing requirements will be reviewed
the establishment of an in line with the development of the insurance market and products,
independent Insurance and the changing expectations of consumers.

Authority (“llA”)?

2 RIFESHERLEEES o AREEo
WENTARBESEHER?

Will intermediaries currently e No.
exempted from certain

professional examinations

be required to take the

examinations again?



3 PRASIMTBEERER
HUSEhRHIE ?

How will intermediaries
transit to the new
licensing regime of the
11A?

4 HEEREBSEAEBIM?

Will there be a drastic
increase in the licence
fees?
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Disciplinary Mechanism
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Will there be stricter
sanctions on the
misconduct of
intermediaries?
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Regulation of Insurance
Intermediary Activities of Banks
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Direct transit to the new regime for a 3-year period.

Current insurance intermediaries validly registered with the SROs
would be deemed to be licensed with the lIA for three years upon the
establishment of the IIA to allow sufficient time for the IIA to consider
the licence applications and verify the particulars.

We will continue to engage the industry and the SROs in formulating
the detailed transitional arrangements.
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The licence fees for insurance intermediaries will be waived in the
initial five years after the establishment of the IIA.

Licence fees will be collected from the sixth year onwards. The fee
level is expected to be comparable to the current level.
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Reference will be made to existing disciplinary system of the
three SROs. There is no intention to introduce stricter sanctions.
Nevertheless, the three SROs are not fully aligned at present in regard
to their disciplinary mechanism and sanctions. We will discuss with
them with a view to effectively merging the three different regimes.
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The revised proposal is, de facto, a “single regulator” approach, i.e.
“one regulator for one industry”. “Industry” means the insurance
industry and insurance business. The IIA will regulate the whole
insurance industry as well as insurance sales business conducted by
all financial institutions. The IIA is the primary and lead regulator for
all insurance intermediaries and the sole authority for setting conduct
standards and requirements, and imposing disciplinary sanctions.
Inspection: These will be carried out jointly by the IIA and the
HKMA.

Investigation of complaints: The IIA will maintain close cooperation
with the HKMA. (1) For general complaints, the IIA may, similar to
past practices, invite the HKMA to investigate and submit the
investigation report; (2) The IlA may also appoint staff to participate in
HKMA's investigations; (3) Where the IlA considers necessary, it may
carry out investigation on its own or take over the investigation from
the HKMA.

If the HKMA carries out investigations on behalf of the IIA, it should
submit the investigation report to IIA and be accountable to lIA. The
HKMA has no power to impose disciplinary sanctions.

HPEZEROIINREHBERIELR - FAEZERE
FREFREBES00ET IEREHERS000TT °
ANERE ERAEEBI0ET ' IHREEER1007T ° HFR
REABEXKEASHEBRBENRSENERE -

We propose to cap the 0.1% levy on non-life insurance policies
with annual premiums at or above HKD5 million (i.e. maximum levy
of HKD5,000) and life insurance policies with single or annualized
premiums at or above HKD 100,000 (i.e. maximum levy of HKD100).
We consider that such levy level should not affect the competitiveness
of Hong Kong insurance industry.
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Yes.

The Governing Board will have one to two industry members.
There will be at least two Industry Advisory Committees (Life
insurance and Non-life insurance) to advise the Board.

e Separately, the IIA will also appoint an expert panel. Individual
members of the panel may be invited by the IIA to assist in the
disciplinary process by way of providing expert advice. The expert
panel would comprise industry practitioners of different insurance
businesses and backgrounds, including insurers and insurance
intermediaries.
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There will be appropriate checks and balances for the IIA, including:

o The annual budget and corporate plan of the IIA should be subject

to the approval of the Financial Secretary and its annual report
should be tabled before the Legislative Council;

o Insurers and insurance intermediaries could appeal to the
proposed independent Insurance Appeals Tribunal against
decisions (including disciplinary sanctions) made by lIA;

o The work of the IIA would be overseen by the Audit Commission,
Office of the Ombudsman and the Independent Commission
Against Corruption, etc.
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e All charges, including the levy rate, levy cap and licence fees (fixed
and variable) will be set out in the subsidiary legislation. We will need
to consult the industry before introducing any proposed changes
to the Legislative Council. The IIA could not impose any changes
unilaterally.
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With increasing popularity of RMB-denominated
insurance products in the market which provide
more choices to customers, Mr. Thomas Lee, the
Chairman of the Life Insurance Council of The Hong Kong
Federation of Insurers, shares with readers in the feature
article his views on the strong demand for these products
and some factors to be considered by customers when
purchasing the products in order to make a well balance
between insurance needs and investment returns.
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BEARBREERNERZREER

PR EERRXERIRE (BRE) BRAR
( “NABBRRFY” ) BREMHAE - FRAF
BREEEEENRS - tMEBREATNERR
%~ BFRRE - MR RIS REISHRRILER
B FRETRBRERRIFNEELR
BRABRATDATERNRLE - SFEEEHRAA
BHEREEA - BIRSLEARKES -

FREBEEBREEES ( “RE" ) Shag
EIRERBERRBEERE - B B8RSR
(AMIENE  BEBASREEET CER
REENFEE E/J\#E%D;f@%?%l{’ﬁd\%ﬁa’ﬂi
B 5 Heoh » FEETREBRIRENRE -
HEEEANEEGHEEE #&Eﬁ%‘%%%iﬁé
EEBE T CERLAREEKE -

TRERENFTBRE  FBEE - thE19884
EREBREESGNG BRI 996FIREXEE
BB S TER » WH20044F FK2005F TR
BRELZER T ERESGERE -

HA—RAPAREZBTEEZTEHENE B EEdh

EREFBEAEFHRENRAEBRZHEZRRK

FREATARBEENRAREERE  KHAIRARBR
BNWRBIRALERRER

WBFHPRARE
DERBE - EREFAANECREARERE
AR BRI AN 5

WARBREMZFIRE - ARBHEER
BREANBSNRE (BTTHE) - UK
ARBEEERHEEE (BITist) EERIRE R
BEARR - A - SRERME - ARERRER
—RERERMME BRSBTS TR ER °

AERERTEINBHNMMTBERESIIGERKRTER - e
BE - ARBRREEIAS
faatEl ; Hoh  REBEFAEEEZNAR - REAHMESAR
SEIBMCHIETE] » A A

AR ER P #

 AIARBHRBREEEHE 2523

BENAREEE - BRIRR

NEERAF
REBBRBR » FILIRBDERE
RERTEHRERRE - MAHEBRRBA
AREENARERERRRES -
KEEDS » BEMANBRRARERAEDAREE
MAREHE SRR ERE

REWARARMTHEE

RECBRIME
BIRAIRA - fRERAT)E

THRERE L)l”i“ﬂ‘)ﬂlﬂffﬁﬁéﬂ’\]ﬂ!ﬂﬁ/ﬁﬂ{%ﬁﬁ%fiéﬁﬁ .
It - ZRE ARBEREHIRE
AN—TRBMRER -

Mr. Thomas Lee is the Chief Marketing Officer of American
International  Assurance Company (Bermuda) Limited
(“AIA Hong Kong and Macau”). As a member of the Senior
Management Team, he oversees the company’s overall
marketing strategy in terms of product development, customer
acquisition, branding as well as market positioning. With over
23 years of experience in the industry, he has held various
managerial positions including the Chief Actuary of AIA Hong
Kong and Vice President and Assistant General Manager
before he was appointed to his current role.

Thomas is the current Chairman of the Life Insurance Council
(“LIC”) of The Hong Kong Federation of Insurers (“HKFI”) and
a member of the HKFI Governing Committee. In addition, he
also served on various industry taskforces and working groups
and the Chairman of the Task Force on the Capital Investment
Entrant Scheme and the Legal Working Group under the LIC.
He is also a member of the Advisory Committee on Insurance,
Financial and Actuarial Analysis of Chinese University of Hong
Kong as well as Product Advisory Committee under Securities
and Futures Commission.

Thomas graduated from the University of Hong Kong with
a Bachelor degree majoring in Economics. He has been a
member of the Actuarial Society of Hong Kong (“ASHK”) since
1988, a Fellow of the Society of Actuaries, US in 1996 and
the Chairperson of the Life Insurance Committee of ASHK in
2004 and 2005.
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uring his recent visit to Hong Kong, Mr. Li

Kegiang, Vice Premier of the State Council of the
People’s Republic of China, expressed the Central
Government’s support for Hong Kong’s development
as an offshore RMB centre'. In particular, the
Central Government will actively support the growth
of the RMB market as well as the development of
offshore RMB financial products in Hong Kong.
This confirmation of the Central Government’s
commitment is a boost to the confidence of the
insurance industry and underscores the strong
demand for RMB-denominated insurance products
by the general public in Hong Kong. The Hong Kong
insurance industry also has an obligation to support
this directive as well as providing more protection
choices for customers.

Why is there strong demand for RMB-
denominated insurance products”?

Going back to basics, the primary objective of
an insurance product is to provide protection
or compensation against a predefined loss condition
e.g. death or diagnosis of critical illness. Another
purpose is to help the insured achieve a guaranteed
return (sum assured) after a specified period, as with
endowment plans. The beauty of RMB-denominated
insurance products is the security of policy benefits
which will be payable in RMB which is generally
expectedtocontinueasastrongcurrencyinthefuture.

Meeting the inflation challenge

ost food and necessities purchased by Hong

Kong people are imported from the Mainland
and their prices has been rising at a fast pace due to
appreciation of the RMB against the local currency
over the last few years. As a result, the insurance
benefits payable in US Dollars or HK Dollars will
decline in value due to the decreasing purchasing
power of these currencies in view of their depreciation
against the RMB.

Assuming that one purchased a 10-year endowment
policy denominated in HK Dollars in July 2001, each
HK Dollar was exchangeable for RMB1.06042 at that
time. Upon maturity in July 2011, each HK Dollar was
exchangeable for RMB 0.8241 only. The purchasing
power of the maturity benefit, therefore, has fallen
by 28%.

In addition, as the general public perceived RMB
will continue appreciating against HK Dollars, the
demand for RMB will continue to rise. From the
perspective of getting a proper insurance coverage
RMB-denominated insurance policies can, to a
certain extent, help hedge against the currency
exchange risk on future policy benefits relative to
the cost of daily living.

Note 1: Speech by Vice Premier, Li Kegiang at Forum on 12th Five-Year
Plan and Mainland-Hong Kong Economic, Trade & Financial Cooperation

Note 2: HKD vs RMB exchange rate obtained from HKMA website



Major factors to consider when
purchasing RMB-denominated
Insurance products

lthoughitis generally expected that the RMB will
continue its appreciation against the HK and US
Dollars, prospective policyholders need to consider
several important factors before making a decision:

i. Whether the features and characteristics of
the insurance plan(s) fit their insurance needs.
Nowadays most RMB-denominated insurance
plans are short- to medium-term endowment
plans with low insurance protection amounts

ii. Ifthe tenure of the policy is long, then the long-
term outlook of the RMB is more relevant than
its short-term trend. Prospective policyholders
should not completely ignore the risk of RMB
depreciation

iii. If the product requires annual premium payments,
then appreciation of the RMB will imply higher
renewal premium amounts in terms of HK Dollars

iv. Due to different investment returns of assets
denominated in RMB and other currencies,
namely HK Dollars and US Dollars, the resulting
insurance premium rates of RMB-denominated
insurance products may generally be higher
than the premium rates of HKD or USD-
insurance products with similar features and
characteristics

Insurance companies need to operate with proper
risk management control. In particular, premium
revenues of RMB-denominated insurance policies
must be invested in appropriate RMB-denominated
assets. Otherwise, insurance companies will be
exposed to the risk of currency mismatch. Due to
existing limitations of access to RMB-denominated
investments, only a few companies have launched
RMB-denominated insurance products and most of
them are short- to medium-term endowment plans.
If there is a wider selection availability of RMB-
denominated investments for Hong Kong insurers,
e.g. access to the Mainland’s domestic bond and
stock markets, more insurance companies in Hong
Kong will be able to introduce RMB-denominated
products and hence, to provide a broader range of
products to the public.

In addition, the insurance industry can play an
important role in supporting the Mainland’s plan
for progressive internationalisation of the RMB and
in strengthening Hong Kong’s role as a financial

hub for RMB.

Will flow of insurance premiums into
the Mainland’s domestic market
stimulate inflationary pressure?

nsurance funds are of a long-term nature and should

not be considered as “hot money” or a cause of
inflation. Insurance companies typically invest the
insurance funds over a medium- to long-term tenure in
order to match the corresponding insurance liabilities,
which are typically of a medium- to long-term nature.
Thus, insurance funds from RMB-denominated policies
would be an effective stabiliser for the Mainland’s bond

market.

Are we ready to offer RMB-
denominated insurance policies in
Hong Kong?

ince last year, Hong Kong insurance companies

have been allowed to set up company accounts
in RMB. They can purchase and sell RMB without
limit. Furthermore, banks concerned are allowed
to transfer the RMB within the Hong Kong banking
system and with such, we already have a very good
foundation to offer RMB policies in Hong Kong.
Evidence has shown that there is a growing number
of companies offering RMB-denominated policies in
Hong Kong.

However, other hurdles still exist that prevent
insurance companies from offering a full range
of RMB policies. These are characterised by the
limitations on RMB investment. The key issues are:

e Only short-term assets are available and the
term is less than 5 years. Hence, it is difficult to
offer long-term insurance products

e Limited volume of RMB assets is available in the
market. Most of the current RMB-denominated
policies may be offered on a limited volume basis
only

e The cost of RMB assets is high and returns are
relatively low compared to similar assets offered
in the Mainland. Hence, those RMB-denominated
policies sold in Hong Kong are relatively less
competitive than those in the Mainland

By solvingtheseissues, Hong Konginsurance companies
can offer a wide range of RMB policies to satisfy the
needs of the Hong Kong market. The industry should
play a proactive role to continue the dialogue with the
Hong Kong Special Administrative Region Government
and the Central Government on the insurance industry’s
concerns over RMB-denominated products.



Going Forward

e expect more RMB assets to be made available
to the market. In the long run, whilst RMB
definitely will be one of the major trading currencies, it
is necessary to introduce different insurance products
in RMB into the market to maintain its competitiveness.

InlinewithHongKong’sdevelopmentasanoffshore RMB
centre, it is of key importance for Hong Kong to speed
up our development in RMB-denominated policies. By
providing a wide range of RMB-denominated products
to the market, we cannot just strengthen Hong Kong’s
position as an One-Stop Offshore RMB Centre but to
further enhance its position as the regional insurance
hub of the Asia-Pacific region.

Disclaimer: The opinion set out in the above article is of personal view. It does
not represent the view of LIC of HKFI or AIA Hong Kong.

Note: This newsletter aims to provide readers with the general knowledge of
insurance. Any views expressed in the feature article represent the personal
views of the writer, which may not be necessarily shared by the OCI.
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“I Lens” would like to hear from you

If there are any specific subjects you would like to read
about or if you have any comments on this publication,
please write to:

iR Sy S Office of the Commissioner
F R B BT of Insurance

Y 21st Floor, Queensway
éﬁiﬁ%%ﬁ Government Offices,
SEEBTEE21E 66 Queensway, Hong Kong.
T 1 (852) 2867 2565 Tel: (852) 2867 2565
EH : (852) 2869 0252 Fax: (852) 2869 0252

B FEME : iamail@oci.gov.hk E-mail: iamail@oci.gov.hk
#8uh : http://www.oci.gov.hk  Website: http://www.oci.gov.hk
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The 18th International Association of
Insurance Supervisors (“IAIS”) Annual
Conference

he OCI attended the 18th Annual Conference

and committee meetings of the IAIS in Seoul,
Republic of Korea from 26 September to 1 October
2011. The theme of the conference was “Toward a
New Horizon for Insurance Supervision” with a focus
on cross-sector and cross-border harmonization and
cooperation. A milestone was set with the adoption
of the revised set of Insurance Core Principles
at the General Meeting. There were also active
exchanges of views amongst member jurisdictions
and industry practitioners on topical issues including
the development of the common framework for the
supervision of internationally active insurance groups,
macroprudential surveillance, and cross-sectoral
issues on financial stability and systemic risks.

Ms. Annie Choi, Commissioner of Insurance,
delivered a presentation on “Hong Kong’s Experience
in Handling Consumer Confidence Crisis”, which
received overwhelmingly positive responses from the
audience.
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OCI Annual Report 2010

he OCI Annual Report 2010, released on 15 September
T2011, gives an account of the key activities of the
Insurance Authority, as well as the developments and the
performance of the insurance market in Hong Kong. The
Annual Report is published in electronic format and has
been uploaded to our website for free public access.

Consultation Conclusions and
Detailed Proposals on the Proposed
Establishment of an Independent
Insurance Authority

n 12 July 2010, the Financial Services and the

Treasury Bureau (“FSTB”) launched a public
consultation on the proposed establishment of an
Independent Insurance Authority (“lI1A”).

The three-month consultation, which ended
on 11 October 2010, covered proposals on the
governance  structure, organisation framework,
funding mechanism, new roles and functions regarding
regulation of insurers and insurance intermediaries,
as well as the checks and balances of the IIA. The
Administration has received 1,719 written submissions
from individuals and companies/organisations. Of the
1,719 submissions, 1,634 submissions are copies of
four identical letters. Counting each letter as a single
submission, there are in total 89 submissions.

On 24 June 2011, the Administration published the
consultation conclusions and the detailed proposals,
which are now available on the website of FSTB at
www.fstb.gov.hk/fsb and that of the Office of the
Commissioner of Insurance at www.oci.gov.hk. The
Administration will continue to engage the industry
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and relevant stakeholders, with a view to refining
the detailed proposals for the drafting of legislation.
The Administration aims to make available draft key
legislative provisions for further consultation with
stakeholders in the first half of 2012.

Policyholders’ Protection Fund in
Hong Kong

he three-month public consultation on the

proposed establishment of a Policyholders’
Protection Fund (“PPF”) was carried out from 25
March 2011 to 24 June 2011.

We have received 49 written submissions. In general,
there is positive support for the establishment of
the PPF although there are different views over
the scope of coverage, level of compensation and
funding mechanism etc. We are now examining these
comments, and we aim to announce the finalised
proposals within this year.

Expiration of the Transitional Period
for the Enhanced Investment-
linked Long Term Insurance Paper
under the Insurance Intermediaries
Qualifying Examination

As from 1 March 2010, new entrants to the
industry wishing to sell investment-linked long
term insurance (“IL”) products are required, among
others, to pass the new Investment-linked Long Term
Insurance Paper under the Insurance Intermediaries
Qualifying Examination (“new IL Paper”) before
they can be engaged in the sale of IL products.

For insurance intermediaries who were already
engaging in IL intermediary business immediately
before 1 March 2010 (“serving practitioners”), they
would need to pass the new IL Paper or complete
20 extra Continuing Professional Development hours
which focus on the modules of the new IL Paper
(“extra CPD Requirement”) on or before the end
of the transitional period i.e. 29 February 2012.

We would like to remind all practitioners that there
will not be any extension to the transitional period.
Serving practitioners should either pass the new IL
Paper or comply with the extra CPD Requirement on
or before 29 February 2012 and inform the relevant
self-regulatory organisation without delay to ensure
that they could continue to sell IL products after 29
February 2012.
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Gazettal of the Anti-Money
Laundering and Counter-Terrorist
Financing (Financial Institutions)
Ordinance

azetted on 8 July 2011, the Anti-Money
GLaundering and Counter-Terrorist Financing
(Financial Institutions) Ordinance (“the AMLO”) will
take effect from 1 April 2012.

The AMLO provides for, inter alia, the statutory
requirements relating to customer due diligence
and record-keeping for insurance institutions, and
the powers of relevant authorities including the
Insurance Authority (“IA”) to supervise compliance
with all requirements under the AMLO.

Consultation on the AMLO Guideline

The lA, in collaboration with the Financial Services and
Treasury Bureau and other financial regulators, has
developed a set of draft guideline to assist insurance
institutions to comply with the statutory requirements
set out in the AMLO. An industry consultation on
the draft guideline is being conducted. Insurance
institutions are invited to provide written comments
during the consultation period from 30 September to
18 November 2011.

This guideline will replace the current Guidance Note
on Prevention of Money Laundering and Terrorist
Financing on 1 April 2012 when the AMLO takes
effect.

The Anti-Money Laundering and Counter-Terrorist
Financing (“AML/CTF”) Corner

To facilitate better information access, a new AML/
CTF corner has been launched as part of the OCl’s
website in September 2011. In this corner, users
can find a variety of information relating to the AML/
CTF regime, including the latest developments,
upcoming events, AML related legislation, guideline
and circulars. Other relevant materials have also been
posted so as to provide a one stop shop for users.
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HH Date EJE Event
25.5.2011 REFSEEESRTNENRDIMNTBRERRSIES -
The OCI participated in the 5th Asian CFO Insurance Summit held in Hong Kong.
31.5.2011 REEBR20NFEBESTEB —RARPREFBNESRTHT -
Provisional insurance statistics on Hong Kong’s General Business and Long Term Business for the
first quarter of 2011 were released.
14-17.6.2011 REESHEEERREEBHESTRPIBTNERANEREES
The OCI participated in the IAIS Global Seminar and Triannual Committee Meetmgs 2011 held in
Macao.
28-29.7.2011 RERSEESABTNE NERREESZDMNRE
The OCI participated in the 6th Asian Forum of Insurance Regulators Meeting held in Bangkok.
31.8.2011 RERBR20NFE EFFEB—RERPREEBORERT ST -
Provisional insurance statistics on Hong Kong’s General Business and Long Term Business for the
first half of 2011 were released.
15.9.2011 REBEBR2010FFH » ZFRKAEFIRAT N HhR -

The OCI Annual Report 2010 (E-version) was released.

26.9-1.10.2011

RERSEEGRREEHSAEZHEWMETHNE T/ \ERFSE

MEEETMEEEEE -

The OCI participated in the 18th Annual Conference and committee meetings of the International
Association of Insurance Supervisors in Seoul, Republic of Korea.

ERERM/AT] New Authorisation

NSRS

Name of Insurer

REQH

Date of Authorisation

1.8.2011 Partner Reinsurance Europe Limited

BRI R/ S]  Withdrawal of Authorisations

HWiHEE
Date of Withdrawal

RGNS ATE

Name of Insurer

27.7.2011 KFHBERRBRERAT
Wing Hang Zurich Insurance Company Limited
4.8.2011 ERRBAT

American Home Assurance Company

ILens 13
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Place of Incorporation

Ireland

ot i Al 37 3th 3B

Place of Incorporation

BB
Hong Kong

ENE
USA.

ES L]

Type of Business

—

General

FEAER

Type of Business

—f
General

—

General



4.8.2011

4.8.2011

B /N
National Union Fire Insurance Company of
Pittsburgh, Pa.

E R 7N /N
New Hampshire Insurance Company

RIBEASTIRATEELIN  Change of Name of Insurers

Ed=pt
Date of Change

19.4.2011

7.7.2011

15.7.2011

15.7.2011

3.8.2011

miEZ R Market Performance
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REENEI BT

Name of Insurer

=R (M) BRAT

Summit Insurance (Asia) Limited

Bk to

RHFRBR(1976)ERAT

Dah Sing Insurance Company (1976) Limited

RE®RBE(FE)BRAS
(RERBR(PER)BRAR)

Ming An Insurance Company (China) Limited — The
K to

REM=REERAT
(RRMEFRBRBRAR)

Minan Property And Casualty Insurance Company
Limited

BE&E(EB)AZSRBRERAT

AXA (Hong Kong) Life Insurance Company Limited
KA to

ZER(BEB)ABRBERAA

AXA (Hong Kong) Life Insurance Company Limited

BREBERAR

AXA China Region Insurance Company Limited
B to

ZRERTAMARAT

AXA China Region Insurance Company Limited

AXA China Region Insurance Company (Bermuda)
Limited

5 to

ZTERBR(BRE)BRAT

AXA China Region Insurance Company (Bermuda)
Limited

ENE
USA.

ENE
USA.

X Ak Az ith Fh

Place of Incorporation

BB
Hong Kong

FREd
China

a5
Hong Kong

BH
Hong Kong

BRE
Bermuda

—&

General

—&

General

ES L]

Type of Business

—%
General

—f

General

R

Long Term

o)

Composite

wE

Composite

E20FE¥EF » —fRIRRFENERER20104FE[F

B3R R12.7%F187ETT » FREAIERI1I01BE129E
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Market Performance of the Hong
Kong Insurance Industry in the
First Half of 2011

Total gross premiums of the Hong Kong insurance
industry in the first half of 2011 amounted to
$114.7 billion, representing an increase of 14.0%
over the corresponding period in 2010.

In the first half of 2011, gross and net premiums
of general insurance business rose by 12.7% to
$18.7 billion and 10.1% to $12.9 billion respectively
compared with the corresponding period in 2010.
Overall underwriting profit also increased from $1.3
billion to $1.5 billion.

On direct business, gross premiums gained 8.5% to
$13.9billion and net premiums gained a similar growth
to $10.3 billion in the first half of 2011 compared
with the corresponding period in 2010. Premium
growth was propelled again by Accident & Health
business (comprising Medical business) the gross
and net premiums of which were $5.0 billion and
$4.2 billion respectively. General Liability business
(comprising Employees’ Compensation business)
and Motor Vehicle business also contributed to
the overall business growth. The former recorded
gross and net premiums of $3.5 billion and $2.6
billion respectively, while the latter recorded $1.6
billion and $1.3 billion respectively, However, as
a result of the slowdown in property transactions,
gross and net premiums of Pecuniary Loss business
(comprising Mortgage Guarantee business) dropped
by 14.6% to $698 million and 18.7% to $427 million
respectively.

The underwriting profit of direct business remained
flat at $964 million in the first half of 2011, compared
to $962 million in the corresponding period of
2010. Benefiting from improved claims experience,
Property Damage business reported an increase in
underwriting profit from $132 million to $237 million.
Despite a double-digit growth in gross premiums,
the underwriting profit of both Accident & Health
business and Motor Vehicle business recorded a
fall from $249 million to $186 million and from $142
million to $58 million respectively due to deterioration
in claims experience.

On reinsurance inward business, gross and net
premiums grew from $3.8 billion to $4.8 billion and
from $2.2 billion to $2.6 billion respectively in the first
half of 2011 compared with the corresponding period
in 2010, primarily attributable to the premium increase
for Property Damage and General Liability businesses.
The strong premium growth also drove the underwriting
profit to increase from $311 million to $488 million.

Total revenue premiums of long term in-force
business was $96.0 billion in the first half of 2011,
increasing by 14.3% over the same period of 2010.

Revenue premiums of Individual Life and Annuity
(Non-Linked) business and Individual Life and Annuity
(Linked) business increased by 22.3% to $63.1
billion and by 23.6% to $25.2 billion respectively.
Contributions of Retirement Scheme business
plunged by 41.0% to $6.4 billion.

New office premiums (excluding Retirement Scheme
business) of long term business for the first half
of 2011 increased significantly by 35.5% to $38.6
billion compared with the same period of 2010.
Both Individual Life and Annuity (Non-Linked)
and Individual Life and Annuity (Linked) business
recorded significant premium growth - the former
increased by 34.1% to $26.6 billion and the latter
increased by 39.7% to $11.9 billion in terms of new
office premiums.

In respect of new policies issued to Mainland visitors,
office premiums amounted to $2.9 billion, representing
7.5% of the total new office premiums ($38.5 billion) for
individual business in the first half of 2011.
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Provisional Statistics on Hong Kong Insurance Business
—F——F—8B%H January-June 2011

R ——FARB=THWNREHEEE Insurance Market Structure as at 30 June 2011

-

152

REPTAREB

Number of Authorised Insurers Number of Insurance Intermediaries

£ Long Term 46 IR HIRR SR EERNRROLCHTRARREBRE
Authorised Insurance Brokers 587 Chief Executives and Technical Representatives
—48 General 102 of Authorised Insurance Brokers 8,155
EERHRBICEA EERHRBRAEANBBEAREBRR
#R& Composite 19 Registered Insurance Responsible Officers and Technical
Agents 35,673 Representatives of Registered Insurance Agents 27,002
AR Ay
Total 167 Total 36,260 35,157

1Bt = EHF2011(BEET) E¥FE2010(EEET)
Highlights 2011 Half Year (HK$ m) 2010 Half Year (HK$ m)
—MRRE General Business

ERE Gross Premiums 18,719 16,615
BRE Net Premiums 12,922 11,739
ARAE/ (E8) Underwriting Profit/(Loss) 1,452 1,273
RHEAZER Long Term Business

BRUEBREWA  Revenue Premiums (In-force Business) 96,012 84,022
FEEERERE  New Business® Office Premiums (excluding

(FEFEEIETE) Retirement Scheme) 38,604 28,492

REBENEI SR EHEST Composition of Premiums by Class of Business

REMRETH—IREE RIRBWASTHNBEURARE

General Business by Gross Premiums Long Term Business (In-force Business) by Revenue Premiums

_ HAtll Others 8% RINGT BB RS EETS JER NG EIEBE S5
Erdc2i-FS _ Retirement Scheme Non-retirement Scheme
Pecuniary Loss =R BER Group Business Group Business
6% Accident & Health 6.7% 1.0%
28%
H{tHE A S5
—BEEEE Other Individual Business
General Liability =E 0.4% BAASREE
22% Motor Vehicle — N (GEREHE)
o AANEREE = = ; :
9% anl dividual Eiif:ﬁ& Agfu%*ﬂ ) |nd|V|d_uaI Life & Annuity
EERIE 58 (Linked) (Non-linked)
Property Damage GLOOdS in Transit 26.2% 65.7%
5 23% 4% )

IREZBERZISHMRE  Premiums by Class of Business

— BN ERE (BEB#ETT) RIS (BUER)NEREVRA (BEER)
Gross Premiums of General Business (HK $m) Revenue Premiums of Long Term (HK $m)
Business (In-force Business)
BIMREEE  Accident & Health 5,252
- ) BAANSREE (FHRERE)
_E Motor Vehicle 1,803 Individual Life & Annuity (Non-linked) 63,055
5E Goods in Transit BAASRES (RERE)
i cods i Tanst (s Individual Life & Annuity (Linked) 25,178
FEEER Property Damage 4,289 AL
vi i 405
—BSAREE General Liabilty 4,131 Othei Individual Business
RN BIERESRTE
£8HER Pecuniary Loss 1,063 Retirement Scheme Group Business 6,381
JER NGB ERESETS
Hith Others 1,473 Non-retirement Scheme Group Business 993
e Total 18,719 #2%E Total 96,012
FHEEBERENREELCRE  ERBFERARTEINATEHNR - * New business includes single revenue premiums and annualised premiums, but excludes all contributions from retirement

scheme business.

AHREMBEHT  RREBERBRATDARBEEERINFEFRABROATERHREMR - ZELENEB

Statistics contained herein are compiled from statistical information provided by insurers in their quarterly returns to the Insurance
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ﬁﬁ% &gﬁﬂff‘«f%#A IE‘RE%%%#ﬁ Bt “Z‘%ﬁﬂﬁﬂ H“[‘&Afﬁé?ﬁﬁw@&A ﬁ?%m B#em Authority. The statistics are provisional and unaudited, and prepared on a calendar year basis. There is therefore a possibility
EEEGREZSHANET  BUZRSENRSELEARINAM - EFBENERFAETERTRRR of amendments before the final audited figures are produced. While due care is taken in the compilation of the statistics, the
BENEEELTE - Insurance Authority disclaims any warranties or representations of any kind with regard to such information. More details of the

provisional statistics are available for downloading at the OCI’s website.



