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Development Roadmap for the Insurance Sectof

Visions and Enablers
. . Sharpen
Missions competitive
edge as a
global risk
management
centre

Market
connectivity

Balanced
development
of long term
and general

sectors

Integrate into national

development :
- Data Attracting and

accessibility nurturing talents

Proactive
policy
initiatives Unleash the
and social value of
facilitative insurance
legislation

Technology
application
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’ * Insurance Density:
Hong Kong’s Insurance Market (2010-2022%) | ;545 1504 (200 in the world)

12,000 Insurance.Penetration: 25%
19%# (39 in the world)
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Market Overview

Industry Landscape
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* Based on IA provisional statistics 3
# According to Swiss Re
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Long Term Business — New Premiums

Include Mainland China Visitors: CAGR b/w 2005 - 2022 = 6.5%
Exclude Mainland China Visitors: CAGR b/w 2005 - 2022 = 6.7%

Long Term Business - New Premiums (2005 - 2023Q2)

Premiums Annual Nominal
(HKD billion) Intervention by CIRC Growth Rate
250.0 { 60.0%
200.0 /_\ 50.0%

0,
150.0 ( 40.0%
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100.0 |
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50.0 \ ’ pl | ~ i \

I || | i | |

0.0 I

2005 2006 2007 2009 2010 2011 2012 2013 2014 2015 2016 R01 2018 f201 82 2021 2022/ 2023Q2 0.0%

/ -10.0%
Social evengs
\/ -20.0%
‘-\ -30.0%
COVID-19
I Include Mainland China Visitors s Exclude Mainland China Visitors

Source: Insurance Authority, provisional figures
Note: As the MCV statistics were first introduced in 2005, there is no growth rate data available for that year.
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General Business — Comparison with Singapore

(USS million) Comparison of General Insurance Sector in Hong Kong and Singapore
18000
16000
14000
12000
10000 74%
76%
77% s
8000 -
26% 2% e
6000 65% 66% 67% 69% . bo% o 2%
65% s S 24% 23% 2ok 72%
4000 g9 26% 27%
- I I I I I I I I I I I I
0
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023Q2*
W HK - Local premium HK - Offshore premium M SG - Local premium SG - Offshore premium
Source: Hong Kong Insurance Authority; Monetary Authority of Singapore * Provisional statistics 5

Note: For Hong Kong’s statistics: direct business as local; reinsurance inward business as offshore. For Singapore’s statistics: onshore direct gross premium as local; offshore
insurance fund business (including direct insurer, reinsurers and captive insurers) as offshore
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Demographic Changes

Hong Kong's Ageing Population

Percentage of the population aged 65 and over
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Source: MPFA

Total mortality

Protection gap 5.7 times the weighed

per working adult average annual
HK$1.9 million income

protection gap
HK$6.9 trillion

Source: IA’s Mortality Protection Gap Study published in 2021
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EERLEHEESRE Protection Linked Plans (PLP)
uDA Quallfylng Deferred I@.p “ Embedded high mortality protection
' ' 9

Annwty Pohcy Low, simple and transparent fee
structure

Product Innovation

4 More than 260,212 in-force policies 9 De-risking towards retirement age
4 Total annualised premiums of $18.3 billion S 4 3 PLP have been launched since
4 Average age of policy holders is 47 years old December 2021

4 Average annualised premium of $70,428
(higher than tax deduction amount)

4 Atotal of 1,129,000 policies issued as at September 2022
4 53% of policy holders are aged below 40 and 33% are
E EE e 1 u'l' %'J aged below 30

Voluntary Hea'th Insurance Scheme 4 32 insurers offering 425 certified products
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“ Explore ways to make optimal use of extended care
facilities available in the Greater Bay Area

4 Satisfy the demand for retirement support among the
local population

“ Reduce the pressure borne by social and medical
service providers in Hong Kong



New and Emerging Risks

Widening
protection gap

®

Climate Risk

High growth &
accelerated
digitalisation

Cyber Risk

Frequency &
intensity of Nat
Cat events

REXEER

Insurance Authority

Poor resilience
and expanding
vulnerabilities



A Global Menace

Total economic losses of US$270B in 2022

Winter Storms Ylenia (Dudley), Zeynep (Eunice), Antonia (Franklin)
16-21 Feb, Europe

Overall losses: US$ 5.6bn

Insured losses: US$ 4.3bn

Fatalities: 26

Severe storms

18 Jun—4 Jul, France
Overall losses: US$ 3.3bn
Insured losses: US$ 2.6bn

Hurricane lan

27 Sep—1 Oct, United States, Cuba
Overall losses: US$ 100bn

Insured losses: US$ 60bn
Fatalities: 150 . e

Floods

Jun—-Oct, Nigeria

Overall losses: US$ 4.2bn
Fatalities: 612

|
]
-]
=3
[

9-16 Apr, South Africa
Overall losses: US$ 3.5bn
Insured losses: US$ 1.8bn

Fatalities: 461

Geophysical events
Earthquake, tsunami,
volcanic activity

Meteorological events
Tropical storm, extratropical storm,
convective storm, local storm

Source: Munich Re, NatCatSERVICE, 2023

.
.
. .

Hydrological events
Flood, mass movement

........ Earthquake
22 Jun, Afghanistan
Fatalities: 1,200

Floods

Jun—Oct, Pakistan
Overall losses: US$ 15bn
Fatalities: 1,740

Earthquake

16 Mar, Japan

Overall losses: US$ 8.8bn
Insured losses: US$ 2.8bn

Floods

May, China

Overall losses: US$ 5bn
Insured losses: US$ 0.3bn
Fatalities: 48

Earthquake
21 Nov, Indonesia
Fatalities: 602

Floods

20 Feb—11 Mar, Australia
Overall losses: US$ 6.6bn
Insured losses: US$ 3.9bn
Fatalities: 22

Climatological events ® Significant catastrophes

Extreme temperature,
drought, wildfire

(based on the number of fatalities, overall and
insured losses)

All loss events

(based on property damage and/or fatalities)

Source: Munich RE
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Success Factors for Insurance-linked Securities Hub

?% Government Support
1—57"; Financial Infrastructure

g Professional Talents

Data Source

[I22) Risk Modelling
N

i REXEER

Insurance Authority

+

=

Capital Market

--------------------------------------------

11
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Milestone Achievements

e D ° 00 pleh

regulatory Fourth
regime comes Inaugural issuance — The
into effect May 2021 issuance June 2022 Third issuance February 2023 World Bank On-going
X %/ Wil T/ WY 1y { Wi, DA77 T 0777
March 2021  Launched Pilot  October 2021 Second December 2022 Extension of March 2023 Vibrant ILS
ILS Grant issuance Pilot ILS Grant hub
Scheme Scheme

€3 X

12
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Global Cyber Insurance Market
2018 - 2030

REXEER
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Cyber Threats and Opportunities

Situation in Hong Kong

39,000 Local companies

and residents lost

~ Cybersecurity more than Cybersecurity Insurance Premiums
incidents occurred

in 2020 ~ THK$2.9B 1

cybererimes in 2020

Q

|
—
]
Potential.economic Financial services W
|035e§ué~~fe\ industry involved in = B
cybersecurity - 1 / E BB I I
4 Of a2 2003 2024 e a6 na 2028 o]

incidents may reach e w9 Wm0 2%
10% of GDP cybersecurity

w Morth America  ® Asla Pacific = Europe = Latin America wMiddle East & Afica

incidents

13
Source: FSDC Paper No.49, HK Financial Services Development Council Source: Polaris market Research Analysis (2022), Swiss Re Institute (2023)
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Evolution of Cyber Insurance

Cyber threat Test for
monitoring | vulnerability

Incident Risk/control
response assessment

Scope of Coverage Insurance Services

Pragmatic
Risk Management
Solutions 14

Evolving O Responsive
Coverage Insurance Services

A A



Conduct and Culture

'EI Thematic Inspection on Compliance
= with CPD Requirements

HHHE Conduct Supervision on Insurers

59
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Business

Culture operations

Internal
controls

Insurance Authority

15



Conduct and Culture

Pivot to
supervision

" REXEER

Insurance Authority

‘ Treating

- customers
Positive fairly
culture
Ethical
business _
practices Common Goals:

v Probity

v Professionalism
v Public trust

16
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Enforcement Priorities

Misappropriation of
premiums

Protect the

interest of
policy
‘ holders
Inadequate
suitability

assessment
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Disciplinary Mechanism

Revised ToR for
better efficiency

c e Appoint permanent
Disciplinary Chairperson

Panel Pool

20 new members to
cope with caseload

18
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Networking and Collaboration

a7y g 3
% | 5
: Memorandum ~SyEF
& | e

MoU signed with ICAC on 26 October 2023

9

1
Experience sharing with Customs & Excise Department
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Thank You

Q@ (852) 3899 9983 @) =128 Insurpedia
© (852) 3899 9993 @ nsurance Authority

© enquiy@ia.orghk @) 1RIBEEESS Insurance Authority

www.ia.org.hk
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