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Foreword

Shu-Yen Liu 
Actuarial Practice Leader, Asia

Peter Whalley 
Insurance Industry Leader, Hong Kong

Tom Ling 
Insurance Industry Leader, China

1 “PwC” refers to the network of member firms of PricewaterhouseCoopers International Limited, each of which is a separate and independent legal entity.

Disclaimer: The materials in this issue generally cover developments up to October 2011, unless otherwise indicated.

Welcome to the 5th edition of PwC’s1 survey on foreign 
insurance companies in China. This year 28 companies 
participated in our survey. We would like to thank the chief 
executive officers and senior executives that contributed their 
insights to this survey. Their ongoing time, effort and support 
have continued to make this publication possible. We would 
also like to thank Dr Brian Metcalfe for his continued 
research and analyses over the years.

The objectives of the survey continue to be:

• Understanding the market issues facing foreign insurers 
in China

• Building an industry-wide perspective of market trends

• Gaining insight into the thinking of chief executive 
officers of China’s insurance industry

• Generating discussion and debate on the best strategic 
options available to foreign insurance companies

• Canvassing industry views on how China’s insurance 
market may evolve over the next three years

The survey also includes observations on changes to China’s 
insurance marketplace, key risks, the evolving regulatory 
environment, future opportunities and the state of 
competition.

2011 has been a year of unprecedented challenges, not only 
for foreign insurance companies in China but for their 
domestic counterparts as well. Since the launch of the 2010 
Foreign insurance companies in China report, new rules 
limiting the number of insurance companies distributing 
through the bancassurance channel has unsettled many 
foreign firms.

In addition, the implementation of the new accounting 
standards has triggered a shift in the product mix. Equity 
markets have not been performing as expected and there 
are no significant signs of recovery on the horizon. China’s 
rising cost of living has made sales force retention and 
recruitment more challenging.

Top line focus is no longer a dominating success indicator 
among industry participants, with value-based KPIs 
becoming more popular among domestic life insurers who 
continue to narrow the gap with foreign players.

Several foreign insurers have reduced their shareholdings in 
joint venture arrangements and in turn anticipate rapid 
expansion through their local partners. Despite some 
changes to foreign shareholdings during 2009 to 2011, 
survey participants continue to predict a modest increase in 
the number of foreign insurers over the next three years.

In past surveys, foreign insurers rated the regulatory 
environment as their greatest challenge. This year, life 
companies have placed both domestic competition and the 
war for talent ahead of navigating regulatory change. In 
contrast, property and casualty insurers ranked regulation 
as their top concern followed by the need to attract and 
retain key personnel.

Commitment from global and regional head offices to the 
China market remains strong for foreign life companies in 
2011 and most expect this to continue through till 2014. 
Property and casualty companies are confident of similar 
levels of support. However, the level of commitment from 
Chinese partners seems to have eased during the past 12 
months.
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Background

This survey focuses on the strategic 
and emerging issues surrounding 
foreign insurance companies in China. 

The survey canvasses diverse 
viewpoints and offer insights into this 
evolving market.

The survey is based on interviews with 
CEOs and senior executives of 28 
foreign insurance companies. 
Confidentiality is protected by not 
identifying individual responses.

The interviews were undertaken in 
August and September 2011 and were 
approximately one hour in length. 
They were conducted in Beijing, 
Shanghai, Guangzhou, Chengdu and 
Chongqing.

The participating companies in this 
year’s survey are listed in the adjacent 
columns.

Life insurance companies (18) 

• AEGON-CNOOC Life Insurance

• American International Assurance

• Allianz China Life Insurance

• Aviva-COFCO Life Insurance

• AXA-Minmetals Assurance

• CITIC Prudential Life Insurance

• Generali China Life Insurance 

• Great Eastern Life Assurance 

• Heng An Standard Life Insurance

• HSBC Life Insurance

• Huatai Life Insurance

• ING-BoB Life Insurance

• Manulife-Sinochem Life Insurance

• MetLife Insurance

• Old Mutual-Guodian Life Insurance

• Samsung Air China Life Insurance

• Sino-French Insurance

• SunLife Everbright Life Insurance*

Property and casualty insurance 
companies (10) 

• Allianz Insurance 

• AXA General Insurance China

• Chartis Insurance

• Chubb Insurance

• Groupama Insurance

• Liberty Mutual Insurance 

• Mitsui Sumitomo Insurance

• RSA Insurance

• Tokio Marine & Nichido Fire 
Insurance 

• Zurich Insurance

*Reclassification of SunLife 
Everbright Life Insurance
In September 2011, SunLife Everbright’s 
status changed in China Insurance 
Regulatory Commission’s (CIRC) statistics 
which included it as a domestic company. 
The company was interviewed for this 
survey and its contribution on general 
market views were recorded where 
appropriate. 

However, its statistical details have been 
excluded in the report’s overall participants’ 
statistics. In the appendix, its official 
statistics have been displayed on the 
domestic company pages.
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This year’s report reflects a number of 
major changes for the foreign insurers, 
as they continue to fine tune and 
expand their presence in the China 
market.

Many foreign insurers are conducting 
strategic reviews on how to navigate 
and succeed in a complex regulatory 
and competitive environment.

The key questions being asked include: 
Which markets are most attractive? 
Which channels represent sustainable 
distribution opportunities? And most 
importantly, which corporate structure 
best allows them to tap into the 
continued rapid expansion of China’s 
insurance market?

The report also outlines a number of 
threats faced by the foreign insurers 
not least the formidable domestic 
competitors, the banks and the 
bancassurance channel, the future of 
agents and the tight regulatory 
environment.

Overview

To place the findings of the report 
within the broader context of the Asian 
insurance market, the following pages 
reinforce the position of the foreign 
insurance companies’ presence in 
China.

Although the expansion of foreign 
insurers in China has been 
challenging, the survey’s participants 
still view China as a very attractive 
market.

The level of market growth remains 
exceptional and in part compensates 
for the disappointing success on 
market penetration.

The market share of the foreign 
insurers, below 5% in the life market 
and only 1% in property and casualty 
indicates that the Chinese market has 
the lowest foreign insurer presence in 
Asia.

The participants in this report are 
striving to capture this opportunity.

Statement on the Chinese Insurance 
industry made in the 12th Five-Year 
Plan (2011-2015)

“We will expand the field of 
insurance services, and actively 
develop liability insurance, credit 
insurance, explore the development 
of catastrophe insurance and 
innovative ways of insurance 
marketing, regulate development of 
the insurance intermediary market 
and promote construction of the 
reinsurance market, as well as 
establish and improve the insurance 
services system.”

Source: This English translation was 
prepared by The Delegation of the 
European Union in China. (Chapter 
15, Section 1).
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 China’s place in the Asian 
insurance market

Expected growth of survey 
participants

The projected growth in annual 
premiums for the foreign life insurance 
companies in 2011 resided in the 20% 
to 40% zone, with a couple of 
participants expecting over 100% 
growth in 2011.

By 2014, only one life company 
anticipated growth below 20% and 12 
of the 18 participants forecast growth 
above 30%.

For the foreign property and casualty 
companies, only one of nine 
respondents expects to grow at a rate 
below 25% in 2011. Looking to 2014, 
growth rates are expected to be in the 
30% to 50% range. These projections 
do not include potential opportunities 
that might arise if the mandatory third 
party liability (MTPL) market opens up 
to foreign insurers in the next three 
years.

The broader Asian insurance 
market

The chart below from Swiss Re places 
these life and non-life growth rates in 
the broader context of other Asian 
insurance markets.

Swiss Re shows 2000-2010 premium 
growth rates for Asian life and non-life 
insurance. China falls into the bottom 
right corner displaying high growth 
rates with low levels of market 
penetration.

This highlights the attractiveness of 
China relative to other markets and 
explains why the foreign insurers are 
searching for the optimal business 
model to capitalise on China’s 
enormous growth potential.

Sources: Oxford Economics; Swiss Re ER&C. Burgundy bubbles represent life insurance while grey bubbles represent non-life insurance. 
Size of bubble represents premiums in 2009. SG: Singapore; HK: Hong Kong; MY: Malaysia; TH: Thailand; ID: Indonesia.
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Asian insurance market 
projections to 2020

Furthermore, Swiss Re’s projections for 
2010 to 2020 and 2010 to 2015, show 
China with life direct premium growth 
rates of 8.3% and 9.1% respectively 
and non-life premium growth rates of 
9.2% and 10.4%.

Sources: Oxford Economics, Swiss Re Economic Research & 
Consulting.

Sources: Oxford Economics, Swiss Re Economic Research & 
Consulting.
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Market share of foreign 
property and casualty 
companies in China since 2004

As the adjacent chart demonstrates the 
market share figures for the foreign 
property and casualty companies in 
China have hovered around 1% for the 
last three years.

Market share of foreign life 
companies in China since 2004

The foreign life companies in China 
reached a peak in market share of 8.9% 
in 2005, but have been around 5% for 
the last three years. For the first nine 
months of 2011, market share was 
around 3.7%.

Market share of life and 
property and casualty 
companies in Asia

The Swiss Re charts below compare 
foreign market share in China to 11 
other Asian markets. Market share for 
life companies is above 50% in 
Malaysia, Hong Kong, Phillipines, 
Vietnam and Singapore. Market share 
for non-life companies is above 50% in 
Singapore, Hong Kong, and the 
Phillipines.

In contrast, China has the lowest level 
of foreign market share at around 5% 
for life and 1% for non-life.

Source: CIRC 
* Relates to January to September 2011

Sources: National insurance supervisory authorities; Swiss Re Economic Research & Consulting.

Note: For India, all joint ventures (JVs) with 26% maximum foreign shares are considered foreign companies in this table.
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“AXA has full confidence in the 
business growth opportunities 
in the Chinese market and this 
cooperation with ICBC is ideal 
to increase our respective 
interests and presence in the 
Chinese insurance market.” 

Henri de Castries , Chairman 
and CEO of AXA Group at the 
time of the ICBC shareholding 
announcement.

28 October 2010

Source: AXA Press Release

Marketplace concerns

The participants expressed a number 
of concerns regarding the future, 
nature and direction of the insurance 
market.

They are concerned about the macro 
economic environment, including 
inflation and monetary policy. Within 
the insurance sector, they raised a 
myriad of issues including future 
capital requirements, poor investment 
returns, bancassurance and its impact 
on distribution and product mix, 
increased price competition, agency 
system overhaul, lack of product 
innovation, branch approvals, human 
resource talent and regulatory change.

MTPL

The announcement in May 2011 that 
foreign insurers will be permitted to 
enter into the MTPL market may 
provide some exciting opportunities. 
However, the form and timing of such 
permission is still unclear. 

A number of foreign insurers are 
already active in parts of the auto 
insurance sector and look forward to 
being able to capitalise on their 
recognised global expertise in this 
enormous market. Two participants 
predicted the MTPL market could open 
up to foreign insurers in 2012. The 
others expected the process to take 
longer.

Bancassurance

Banks play a dominant role in the 
distribution of insurance, and with 
their new role as manufacturers of 
insurance products they are positioned 
to become even more dominant. This 
presents special challenges to foreign 
insurers that have in the past relied 
heavily on this channel. 

Some of these companies will continue 
to benefit from their bank 
relationships, but others, notably the 
smaller insurers with less recognisable 
brands, will be challenged.

In addition, some banks have formed 
joint ventures with foreign insurers.

In some cases this has involved 
changes and reconfigurations in 
shareholdings in the joint venture 
companies.

Examples of current and proposed 
bank/foreign insurer joint ventures 
include:

• ING and Band of Beijing (Bank of 
Beijing took over the stake previously 
owned by the Beijing Capital)

• CIGNA and CMG (China Merchants 
Group)

• BOCOM Life (Bank of 
Communications took over China 
Life’s 51%), the foreign joint venture 
partner is Commonwealth Bank of 
Australia

• ICBC and AXA; ICBC has agreed in 
principal to buy a 60% stake in AXA 
Minmetals Assurance; AXA will hold 
27.5% and China Minmetals 12.5% 
(Source: Bloomberg, 28 October 
2010)

• China Construction Bank acquired 
Pacific-Antai Life a joint venture 
company that was previously owned 
by ING and China Pacific Insurance 
Company (CPIC)

Agency reform

An on-going development is reform of 
the agency system. There are high 
levels of turnover among agents and 
many participants recognised that the 
quality, training, productivity and 
remuneration of agents remains a key 
challenge. 
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Several foreign insurers have 
specifically focussed on the agency 
system to serve the market.

Nine companies expect to cut 30% or 
more of their agents in 2011 as a result 
of their underperformance.

Capital requirements and 
solvency

CIRC is closely monitoring solvency 
levels of both the domestic and foreign 
insurers. The solvency adequacy ratios 
of the foreign insurers are detailed in 
the Appendix of the report (based on 
CIRC data). Comparison from 2009 to 
2010 shows a reduction in the solvency 
asset ratio (SAR) and further changes 
can be expected in 2011 results.

Drivers of change

The top three drivers of change in 2011 
were regulatory changes, entrance by 
the banks into the sector and the 
strength and presence of the domestic 
insurers. In 2011, the economic cycle 
was also recognised as an important 
trigger of change.

More new entrants expected

The participants anticipate more 
foreign insurance companies to enter 
the market. Around half expect a 
modest increase, five to 10 new 
companies over the next three years. 

Prudential Financial (US) and Fosun 
recently announced a new life joint 
venture.

Ergo Insurance, a subsidiary of global 
reinsurer Munich Re, announced in 
January 2011, that it was setting up a 
50-50 joint venture with the Shandong 
State-owned Asset Holding Company 
(SSAIH).

Participants also expect further 
consolidation and rationalisation in the 
market.

Future realignments

Several shareholding changes have 
already occurred. They have generally 
been associated with domestic banks 
replacing other domestic companies 
whose core business’ activities were 
non-financial.

This replacement trend is expected to 
continue although most major banks 
have now found partners. Seventeen of 
the 18 life participants believe that in 
general, there are domestic partners in 
the marketplace who would like to 
leave a joint venture relationship.

The competition

The primary competitors to the foreign 
insurers are the large domestic 
insurers.

All the participants believe that these 
large insurers can compete effectively 
with them in the domestic market and 
recognise that the foreign companies 
represent no threat to their market 
dominance and control.

In second place are other foreign 
insurers but rising fast in third position 
are the bank subsidiaries.

Difficulties in doing business

The foreign insurers have in previous 
surveys found the regulatory 
environment to be the most difficult 
aspect of doing business in China.

However this year, domestic company 
competition has replaced regulation. 
Finding and keeping good personnel 
was placed in second position also 
ahead of regulation.

Another important challenge is the low 
level of brand recognition for the 
foreign insurers.

The challenges of distribution and 
limited market share compounds the 
need for improved brand awareness 
among foreign insurers.
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Parent’s commitment to China

As reported in previous surveys, the 
level of commitment by the foreign 
insurers’ parent companies remains 
robust.

For example, in 2011, eight foreign life 
insurers were awarded the maximum 
score of 10. There are four participants 
who scored in the “middle of the pack” 
who while committed, may not be 
attaching the same level of 
commitment and priority to the 
Chinese market as their counterparts.

Likewise, the property and casualty 
companies display a polarisation in 
commitment with a couple of 
companies reflecting lower levels of 
commitment.

On the Chinese partner side of the life 
companies, the scores are slightly 
lower and two participants implied 
their partners had very limited 
commitment to the joint venture.

RMB internationalisation

The participants believe that the trend 
towards increasing internationalisation 
of the currency will benefit them and 
encourage product innovation. In time, 
it will allow them to more effectively 
differentiate their products in relation 
to the domestic insurers.

Dual investments

As expected, the life participants 
strongly support the concept of 
investment in a number of insurance 
entities in China. In the past, both ING 
and MetLife have been required to 
divest holdings in other foreign joint 
ventures.

Going forward, both the foreign life 
and property and casualty companies 
envisage that it might be desirable to 
become shareholders in domestic 

insurers. This would facilitate an 
accelerated geographic expansion 
which the foreign insurers have found 
to be difficult given the strict 
regulatory parameters. 

As noted in the report some foreign 
insurers already have holdings in the 
major domestic insurers. For example, 
Allianz in CPIC and HSBC in Ping An.

Human resources

Availability of human resource talent is 
a critical issue and participants feel 
under pressure from domestic 
companies who offer attractive 
packages to their staff. 

Branch expansion is also impacted by 
the availability of key staff in Tier 2 
cities and the on-going loss of staff in 
these cities to new foreign branch 
approvals.

Turnover levels in 2011 are expected to 
remain similar to those in 2010. Ten 
companies expect turnover levels 
above 20% in 2011.

Salaries will continue to rise. The 
general consensus is that they will 
increase by 6% to 10% in 2011 in line 
with inflation.

The most important hiring priorities in 
2011 were retail agents, corporate 
sales people and investment 
management staff. In fourth place was 
product design reflecting the need to 
refresh and keep pace with 
competitors’ new product offerings.

New branches

Participants seek the ability to expand 
their branch networks more 
aggressively. Some are subject to 
lengthy approval processes and are 
unable to apply for applications to be 
reviewed concurrently.

Property and casualty companies will 
find it difficult to enter the MTPL 
market with their existing skeletal 
branch networks.
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Emphasis on Tier 1 cities

The survey finds that almost all the 
participants are highly dependent on 
the Tier 1 cities (Beijing, Shanghai, 
Guangzhou and Shenzhen).

For example, five life companies have 
over 90% of their business in Tier 1 
cities and five of the property and 
casualty companies have over 80% in 
Tier 1 cities.

Regulatory alignment

Although China continues to advance 
on the regulatory front, participants 
still believe it lags behind both Europe 
and the United States. Six participants 
believe it is on a par with these 
jurisdictions.

Some of those who rated it behind 
commented, that it was level on 
written regulation but behind on 
application.

The majority continue to believe that 
the risk management systems of 
domestic companies are not yet 
sufficiently robust. A number however, 
qualify this statement by exempting 
several large well known domestic 
players.

Product demand over the next 
three years

Participants continued to cite 
participating products, universal life, 
annuity products and critical illness as 
products in demand.

Interestingly, they also noted growing 
interest in protection products.

Personal accident, travel and health 
can expect continued growth. Auto 
insurance may emerge as a new 
growth area and provide valuable 
cross-selling opportunities.

Market share

In the life sector, participants expect 
market share to continue to reside at 
the 5% level, although two companies 
predict 10% by 2014. CIRC data as of 
September 2011 indicates a market 
share drop to 3.7% (This figure 
excludes SunLife Everbright from the 
foreign market share.)

On the property and casualty side, 
market share over the last few years 
has remained steady at 1.1%. CIRC 
data as of September 2011 indicates a 
market share level of 1.1%. A future 
entrance into the MTPL market by 
foreign companies will increase this 
figure. One European observer 
commented that if they were only 
permitted to open one branch a year, 
there was little propect of their market 
share changing.

Future interest

Participants showed interest over the 
next three years in traditional 
insurance products, ILP health and 
protection products. On the property 
and casualty side, there is strong 
interest in auto insurance, personal 
accident, group accident, health and 
cargo and transportation.

Expected growth

The life companies expect significant 
growth in both 2011 and through to 
2014. Over half the participants 
anticipate 20% to 40% growth in 2011 
with three companies at even higher 
levels. By 2014, only one company 
expects to grow at below 20%.

On the property and casualty side, nine 
respondents fell into a 15% to 75% 
range for 2011. In 2011, only one 
respondent expects to grow at a rate 
below 25% in 2011 and this pace of 
growth is expected to continue 
through till 2014.
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A summary of the peer ranking (top 
three positions) of the foreign 
insurance companies is shown in the 
table below. Peer rankings are based 
on the opinions of CEOs and senior 
executives that participated in this 
survey. Please refer to the Peer Review 
section on page 81 for full details.

First Second Third

Life insurance – Traditional savings AIA Manulife-Sinochem CITIC Prudential

Life insurance – Investment-linked CITIC Prudential AXA MinMetals Manulife-Sinochem

Life insurance – Protection AIA Manulife-Sinochem CITIC Prudential

Health insurance AIA Manulife-Sinochem CIGNA

Personal accident insurance AIA Chartis Manulife-Sinochem

Auto insurance Liberty Mutual Hyundai Samsung Fire & Marine

Homeowner insurance RSA Chartis AXA Winterthur

Enterprise property insurance Chartis Mitsui Sumitomo Zurich, Allianz P&C, AXA 
Winterthur, Tokio Marine

Cargo, transportation insurance Chartis Tokio Marine Mitsui Sumitomo

Group life Generali Aviva-COFCO AIA

Group accident and health Generali Aviva-COFCO AIA

Customer relationships AIA CITIC Prudential Chartis

Geographic expansion Aviva-COFCO CITIC Prudential Chartis

Innovation AXA MinMetals Chartis CIGNA

Distribution effectiveness AIA CITIC Prudential Chartis

Marketing strategies AIA Chartis Aviva-COFCO

Technically competent staff AIA Manulife-Sinochem Chartis

Brand awareness AIA Chartis CITIC Prudential

Corporate social responsibility AIA Manulife-Sinochem, Chartis

Peer ranking 
summary
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Market environment
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Number of branches and sub-
branches offices

Eighteen life companies projected an 
increase from 184 branches to 295 
branches by 2014 representing a 60% 
increase.

In 2011 the 18 respondents said they 
had 552 sub-branches and offices and 
this number would increase by 70% to 
936 by 2014.

This is below the 2013 projection made 
last year but it has been influenced by 
the omission of several companies such 
as SunLife Everbright from the 
statistical component of this year’s 
survey.

The ten property and casualty 
companies have 25 branches and 
expect this number to almost double to 
47 branches by 2014. Only six property 
and casualty companies provided 
estimates on their sub-branches which 
will expand from 35 in 2011 to 51 in 
2014.

Number of agents

Seventeen of the 18 life insurers 
provided data on the number of agents. 
They predict that the total number will 
grow by 68% over the next three years 
from 100,901 to 169,888. In last year’s 
report, 18 companies predicted an 
increase from 107,200 agents in 2010 
to 251,100 by 2014. Four companies 
expect to have more than 10,000 
agents by 2014. In 2010 nine 
companies believed they would reach 
this level by 2013.

Number of employees

The eighteen participants employ 
17,665 people in 2011 and anticipate 
an increase of 39% to 24,551 
employees by 2014. In 2009 a 31% 
increase was predicted but this jumped 
in 2010 to a 59.8% increase over three 
years to 2013.

The current projection is therefore 
more in line with that provided in 
2009.

The ten property and casualty 
companies employ 2,605 people and 
expect this to increase by 34% to 3,500 
by 2014. This is in line with 2013 
projections to 3,077 by 2013.

Seven property and casualty 
companies estimated that their 
number of 825 agents will grow by 
29% to 1,065 in 2014. This is much 
lower than the 2010 projection when it 
was estimated that the number of 
agents would reach 2,065 by 2013. 
This reduction is the result of three 
companies trimming projections this 
year.

Non-PRC employees

The 18 life companies employ 125 
non-PRC employees and this will 
increase to just 126 non-PRC 
employees by 2014. A few companies 
anticipate modest reductions in the 
number of non-PRC employees over the 
next three years.

In a similar trend, the 10 property and 
casualty companies have 108 non-PRC 
employees in 2011 and expect the 
number to be 109 employees in three 
years. 

The Japanese companies have the 
highest ratio of non-PRC employees.



 Foreign insurance companies in China 2011 15

Number of individual policy 
holders

The 18 life companies have 7.047 
million policyholders in 2010 and this 
will grow by 70% to 12.015 million by 
2014. This is a lower total for 2014 
than projected in 2013 but it reflects 
the omission of some 2010 participants 
and less optimistic projections for some 
of this year’s participants.

Nine property and casualty companies 
have 500,380 individual policyholders 
growing by 76% to 880,000 by 2014.

Number of corporate 
policyholders

Twelve life companies estimated that 
they had 16,470 corporate 
policyholders in 2011 and this would 
expand by 92% to 31,580 policyholders 
by 2014.

Eight property and casualty companies 
provided data on policyholders which 
anticipated a 32% increase from 
34,200 to 45,250 by 2014.

Assets under management

Fifteen life companies recorded that 
they had RMB 181.9 billion assets 
under management at the end of 2010 
and anticipate RMB 322 billion by 
2014. This 77% increase is below the 
2013 projection of 100% to RMB 401.8 
billion by 19 life companies.
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Macro-economic environment.

Participants were concerned about 
inflation – particularly expense 
inflation, future interest rates and 
future monetary policy.

Capital requirements

CIRC policy on additional demands for 
capital.

Uncertainty over new branch 
openings and regulatory 
restrictions

The foreign insurers continue to 
believe that branch restrictions are 
impacting on the ability to grow and 
gain market share. This issue becomes 
more critical when the opportunity to 
enter the MTPL arises.

Price competition, increasing 
liberalisation

Deregulation of pricing will put 
pressure on margins and overall 
performance.

Continued focus on the top line 
at the expense of the bottom line

Foreign insurers believe that the 
marketplace continue to be sales 
driven.

Low investment returns

Poor performance in the stock market 
and low investment returns continue to 
impact on balance sheets.

Future behaviour of the banks 
on fees and distribution

There is continued market uncertainty 
about the banks’ strategy towards fees 
and channel domination.

Q Can you identify the major 
concerns of the Chinese 
insurance market at 
present?

Agency system concerns

Low agency productivity. 
Compensation has not changed it 
remains at a level that is too low for 
many agents.

Channel sustainability

Uncertainty surrounding the future 
channel mix.

Talent competition

Domestic companies capturing the best 
people.

Over emphasis on customer 
protection

A growing trend toward consumerism 
with a focus on protection.

Rising awareness of privacy 
protection

This will affect the ability to direct 
market.

A Super Regulator

Participants expressed concern on how 
regulation might change if a Super 
Agency was to emerge. This has gained 
some credence with the convergence of 
banking and insurance.

The Chairmen of both CBRC and CIRC 
are expected to retire this year.

Homogeneous property and 
casualty products

There is limited product differentiation 
and the market lacks innovation.
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The opening up of the MTPL 
market

The property and casualty companies 
are anxiously watching developments 
in the motor third party liability space. 
One European insurer said the issue 
was at the State Council level and a 
decision is expected in 2012.

Regulatory changes

Several participants suggested that 
there may be changes at the regulatory 
body level with three regulations being 
combined into one. It is clear that the 
entrance of banks into insurance and 
insurance companies into banking 
raises the issue of supervisory overlaps.

Bancassurance

The banks entry into insurance is 
having a major impact on two 
distribution channels and product mix 
of the foreign life companies. Economic 
uncertainty is also making the success 
of bancassurance difficult to gauge.

Agency reforms

CIRC is becoming increasingly 
proactive on the role of agents.

Q What, in your opinion, 
are the most important 
developments taking 
place in China’s insurance 
market at present?

Increasing demand for talent

The pace of recruitment is beginning to 
heat up. Domestic companies can now 
offer very attractive packages.

Solvency

A property and casualty company 
suggested that the CIRC was closely 
monitoring solvency.

Telemarketing

One participant said that 15% of auto 
premiums came through the 
telemarketing channel, whereas three 
years ago it was almost zero.

New foreign entrants in the 
property and casualty market.

New entrants in the property and 
casualty market include US based Starr 
insurance with a 20% shareholding in 
Dazhong and Australian IAG’s 24% 
investment in Bohai IAG.

Because these companies are viewed as 
domestic companies they may 
represent an opportunistic entry 
vehicle for these foreign partners 
before they open up to other foreign 
companies.
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Q What are the major drivers 
of change in the Chinese 
insurance business?

The most important driver of change in 
the insurance market continues to be 
based on changes in the regulatory 
framework. This sequence matches the 
findings in 2010 with bank entry into 
insurance in second place, followed by 
the activities of the domestic insurance 
companies in third.

The economic cycle which was placed 
in ninth position in 2010 moves to 
fourth position in 2011.

The limited influence of the foreign 
insurers in the market as drivers of 
change is demonstrated by the location 
of existing foreign insurers in twelfth 
position and new foreign entrants in 
nineteenth position with a score of 
zero in 2011.

Change is therefore being driven by 
the big three domestic forces, the 
regulator, the banks and domestic 
insurance companies.
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Forty four percent of respondents said 
this sector was intensively competitive 
while 39% thought it was moderate 
and 17% moderate. 

The majority of respondents have 
made minor or no change to their 
investment linked products.

The traditional savings market remains 
intensively competitive. 

Over 80% view competition as 
intensive and 12% as moderate. 

More than fifty percent of respondents 
indicated that they had made 
significant or fundamental changes 
over the last year.

Three companies made no change.

Life insurance – Traditional 
savings

Intensive

C
om

p
et

iti
on

17.6% 23.5% 17.6% 29.4%

Moderate 5.9% 5.9%

Light

None

Response
No change Minor change Significant 

operational 
and 
organisational 
change

Fundamental 
change in  
strategy and 
positioning

Note: Based on responses from 17 companies  
Shading represents greater than 20%

Intensive

C
om

p
et

iti
on

16.7% 11.1% 5.6% 11.1%

Moderate 5.6% 22.2% 11.1%

Light 5.6% 5.6% 5.6%

None

Response
No change Minor change Significant 

operational 
and 
organisational 
change

Fundamental 
change in  
strategy and 
positioning

Note: Based on responses from 19 companies
Shading represents greater than 20%

Intensive

C
om

p
et

iti
on

5.9%

Moderate 5.9% 35.3% 5.9% 5.9%

Light 11.8% 23.5% 5.9%

None

Response
No change Minor change Significant 

operational 
and 
organisational 
change

Fundamental 
change in  
strategy and 
positioning

Note: Based on responses from 17 companies
Shading represents greater than 20%

Life insurance –  
Investment-linked product

Insurance for protection purposes 
remains very uncompetitive. As noted 
in earlier surveys it is a major 
challenge to convince the Chinese 
consumer of the benefits of protection. 

While 53% view the market to have 
moderate levels of competition, 41% 
view competition as light.

Life insurance – Protection
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Health insurance

Personal accident also remains an area 
of limited competition. 

Only two companies have made 
significant or fundamental changes 
with the rest making minor or no 
changes. 

A similar level of competition was 
reported in the 2010 survey.

Little appears to have changed in the 
health sector since 2010. No companies 
have made fundamental changes and 
only three companies indicated 
significant changes. 

Two thirds of respondents view 
competition to be moderate or light.

Personal accident insurance

Intensive

C
om

p
et

iti
on

11.1% 11.1% 16.7%

Moderate 16.7% 33.3% 5.6%

Light 5.6%

None

Response
No change Minor change Significant 

operational 
and 
organisational 
change

Fundamental 
change in  
strategy and 
positioning

Note: Based on responses from 18 companies
Shading represents greater than 20%

Intensive

C
om

p
et

iti
on

13.6% 18.2% 4.5% 4.5%

Moderate 18.2% 27.3%

Light 4.5% 9.1%

None

Response
No change Minor change Significant 

operational 
and 
organisational 
change

Fundamental 
change in  
strategy and 
positioning

Note: Based on responses from 22 companies 
Shading represents greater than 20%
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In 2010, 75% of respondents suggested 
competition in group life was intensive. 

However, in 2011 this dropped to 47%. 
Sixty five percent recorded no changes.

Group life

Group accident reflects a similar trend. 
Intensive competition scored 70% in 
2010 but fell to 56% in 2011. 

Half the respondents reported no 
changes.

Group accident and health

Homeowner insurance In 2011, seven companies answered 
this question. It remains an area of 
limited interest for the foreign 
insurers. 

Only one participant claimed to have 
made a change to their strategy. 

None of the participants believe the 
market to be intensively competitive.

Intensive

C
om

p
et

iti
on

35.3% 5.9% 5.9%

Moderate 29.4% 17.6% 5.9%

Light

None

Response
No change Minor change Significant 

operational 
and 
organisational 
change

Fundamental 
change in  
strategy and 
positioning

Note: Based on responses from 17 companies
Shading represents greater than 20%

Intensive

C
om

p
et

iti
on

33.3% 5.6% 11.1% 5.6%

Moderate 16.7% 22.2%

Light 5.6%

None

Response
No change Minor change Significant 

operational 
and 
organisational 
change

Fundamental 
change in  
strategy and 
positioning

Note: Based on responses from 18 companies
Shading represents greater than 20%

Intensive

C
om

p
et

iti
on

Moderate 57.1% 14.3%

Light 14.3%

None 14.3%

Response
No change Minor change Significant 

operational 
and 
organisational 
change

Fundamental 
change in  
strategy and 
positioning

Note: Based on responses from seven companies
Shading represents greater than 20%
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Auto insurance

Enterprise property 
insurance

In contrast to residential property, 
enterprise property is viewed as 
intensively competitive, with seven of 
the nine respondents sharing this view. 

Four companies said they had made 
significant changes.

This sector remains intensively 
competitive with three of the eight 
property and casualty companies 
reporting significant or fundamental 
changes.

This sector remains vulnerable to the 
export market.

In keeping with last year’s results, all 
the participants view auto insurance as 
intensively competitive. Seven 
companies answered this question and 
four of them said they had made 
significant or fundamental changes. 

This market is attracting the attention 
of the foreign insurers given the 
statement by CIRC to open up the 
mandatory third party liability (MTPL) 
market. 

As noted later in this report, the nature 
and timing of this change remains 
unclear.

Cargo, transportation 
insurance

Intensive

C
om

p
et

iti
on

42.9% 28.6% 28.6%

Moderate

Light

None

Response
No change Minor change Significant 

operational 
and 
organisational 
change

Fundamental 
change in  
strategy and 
positioning

Note: Based on responses from seven companies
Shading represents greater than 20%

Intensive

C
om

p
et

iti
on

33.3% 11.1% 33.3%

Moderate 11.1% 11.1%

Light

None

Response
No change Minor change Significant 

operational 
and 
organisational 
change

Fundamental 
change in  
strategy and 
positioning

Note: Based on responses from eight companies
Shading represents greater than 20%

Intensive

C
om

p
et

iti
on

37.5% 12.5% 12.5% 12.5%

Moderate 12.5% 12.5%

Light

None

Response
No change Minor change Significant 

operational 
and 
organisational 
change

Fundamental 
change in  
strategy and 
positioning

Note: Based on responses from eight companies
Shading represents greater than 20%
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Q How do you envisage the 
MTPL market opening 
up over the next three 
years? Can you describe 
how you think the foreign 
companies will enter the 
market?

In May 2011 at the US – China 
Strategic and Economic Dialogne 
Summit, Vice Premier Wang Qishan 
agreed to actively study and push 
forward the opening of mandatory 
third party liability automobile 
insurance (MTPL) for foreign property 
and casualty companies.

At present foreign insurers can sell 
auto insurance but are prohibited from 
selling MTPL.

In 2010 18 million new vehicles (cars 
and commercial vehicles) were 
registered in China compared to 15.6 
million in Western Europe. By 2010 
some industry experts predict it could 
reach 40 million cars or half of the 
world’s new car market (Source: www.
drive.com.au, 3 May 2011).

The Korean tyre company, Hankook 
predicts 200 million cars will be 
registered in China by 2020. 

Korea’s Hyundai already acknowledges 
that China sales exceed those in Korea 
and Mercedes Benz predicts China will 
soon surpass Germany as its largest 
market.

Opinions varied on when the market 
might open to the foreign insurers. 

Two companies predicted that there 
could be developments in 2012 but 
another company predicted two years 
and another three years in the future. 
One company indicated CIRC was 
currently undertaking research in 
Europe and the US.

Several participants noted that auto 
insurance is a difficult market and 
entering China would be very 
challenging. A European participant 
said the market requires high 
commissions and good risk 
management. 

IAG buys stake in Bohai 
Property

Insurance Australia Group will buy 
a 20 percent stake in a Chinese 
insurer for around $107 million in a 
foray into the world’s second-largest 
economy, marking a key step in 
securing 10 percent of gross written 
premium from Asia by 2016. 

“Once the partnership is complete, 
IAG will have a foothold in the two 
fastest growing economies in Asia 
and most populous countries in the 
world – China and India,” said Chief 
Executive Mike Wilkins, who has 
repeatedly voiced interest in 
entering China. 

IAG has agreed to buy the stake in 
Bohai Property Insurance for 687.5 
million yuan ($106.29 million) and 
expects the deal to be completed in 
early 2012. 

Bohai was set up in 2005 and boasts 
annual gross written premium of 
over A$200 million ($215.52 
million). It is based in Tianjin, near 
Beijing, in the Bohai economic 
region, which generates around a 
third of China’s GDP and also a third 
of China’s insurance premium pool 
of $60 billion, IAG said. 

Bohai is predominantly a motor 
insurer, a sector which is set to grow 
10–15 percent per annum over the 
next decade. 

Source: China Daily 15 August 2011

Another participant observed that the 
foreign players may be able to offer a 
better product with better supporting 
technology but they have a limited or 
non-existent networks.

A European insurer said it would be 
important to address market niches 
and develop co-branding with 
companies such as BMW and Mercedes 
Benz. A Japanese insurer stressed the 
need to find a good partner.

Liberty Mutual has been particularly 
active in the market relative to other 
foreign insurers. As noted in the 
adjacent article it has four branches in 
Chongqing, Beijing, Zhejiang and 
Guanglong.

The market is governed by a country-
wide tariff system. The CIRC 
determines the rates to be set by 
companies and also fixes the limit on 
repairs at a level of RMB 60,000 per 
accident.

MTPL covers claims on a no-fault basis 
and no discounts are allowed on 
premiums. As a result there is no price 
competition.
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Foreign Insurers Wary Of Market 
Differentiation

Foreign insurers are eager to see 
whether China’s insurance regulator 
will further open the country’s vast 
automobile insurance market to 
competition, but capital concerns, 
service differentiation by region and 
questionable profitability will still 
make entry decisions complex for 
many.

“Service is our winning formula 
worldwide and China is no exception. 
The challenge is to differentiate our 
services among local companies 
in various provincial markets,” said 
Jackson Tang, China managing 
director of Liberty Insurance 
Company Limited, a subsidiary of 
US-based Liberty Mutual Group. 
Liberty has had an auto insurance 
business in Chongqing, its China 
headquarters, since 2005. It is now 
the leading foreign auto insurer in 
the country, serving 73,000 drivers 
in Chongqing, Beijing and Zhejiang, 
and will open another branch in 
Guangdong, according to Tang. As 
an active player in auto market, Tang 
said Liberty “welcomes” the China 
Insurance Regulatory Commission’s 
move toward opening mandatory 
third-party liability insurance 
to foreign insurers and “will be 
interested in developing this new 
business.”

With more than 18 million new 
vehicles, including passenger cars 
and commercial vehicles, registered 
in China in 2010, “the market and 
its potential is big” when compared 
with the 15.6 million new vehicles 
in Western Europe, according to 
Germany-based insurer Allianz SE. 
“This offers a huge opportunity, 
but with a high claims ratio in the 
Chinese market this also bears 
challenges for profitability of third-
party motor business, which an 
insurer has to assess with care,” 
said Kamesh Goyal, regional chief 
executive of Allianz Insurance 
Management in Asia Pacific, based 
in India.

He said in China, the insurer is 
offering noncompulsory motor 
business with a local partner in 
Guangdong province. “An opening 
up of the third-party market would 
enable us to do motor business 
more efficiently,” said Goyal. Since 
its inception in 2006, Liberty noted 

mandatory third-party liability 
insurance has operated well, serving 
millions of Chinese drivers. But some 
problems have harmed the industry 
efforts, Tang said. For example, 
“some provinces run a loss in MTPL, 
and rejections to accept MTPL 
applications are not uncommon 
though legally not correct.”

The CIRC has taken measures 
to address these issues, such as 
introducing differential tariffs in 
certain provinces and enforcing 
acceptance of MTPL applications. 
At the same time, the Beijing-based 
insurance regulator is considering 
opening MTPL to foreign-invested 
companies. If implemented, Tang 
said, this opening would help 
improve the performance of MTPL 
and the overall auto insurance 
market, with consumers benefiting 
from the introduction of best 
practices from foreign markets and 
competition.

Tang believes there are “practices, 
systems and techniques” in mature 
country markets, such as the 
United States, where auto carriers 
have decades of experience in 
underwriting and pricing auto 
insurance, that can be used in 
China, where the “relatively young 
industry still has tremendous room 
for improvement.” Opening MTPL 
to foreign-invested companies 
will provide consumers with more 
choices and project a “progressive” 
image for the industry, said Tang.

“Indeed, experiences in the US 
and the other well-developed 
insurance markets have shown that 
a reduction in market entry barriers 
for auto insurance results in healthy 
competition, lower premiums and 
expanded coverage, which are for 
the benefits of both consumers 
and insurers,” he explained. Global 
reinsurers have raised concerns 
about the funding capability of 
Chinese direct insurers for business 
developments, particularly motor 
insurers who are facing problems 
with claims management with rising 
loss ratios.

Munich Re expects premium income 
in China will rise to about 1.1 billion 
euros (US$1.6 billion) in 2011, driven 
by the demand for motor insurance. 
“The motor insurance market in 
many established markets has 
been unprofitable following strong 

price wars. However, we don’t see 
that profitability in China will be a 
concern in the short-term,” said 
John Wilkinson, Munich Re’s CEO 
for Great China. “What makes the 
Chinese motor insurance market 
different to markets in Europe is 
the regulation of insurance rates 
and its short-tail character, making 
the business profitable for primary 
insurers and reinsurers,” he said.

Munich Re noted the large primary 
insurers in China need to “find the 
capital to support their immense 
growth.” The use of reinsurance, 
compared to subordinated loans, 
provides flexibility, and a reinsurer’s 
consulting services and risk 
partnership can help reduce the 
capital amount insurers need to 
support the increasing demand 
for motor cover in China, where 
car sales jumped 32% last year. 
“The demand from these large 
transactions has risen sharply in the 
last few years,” said Wilkinson.

In the first half of 2011, China saw 
a 14% growth in motor insurance 
premium income compared with 
the first half of 2010. Considering 
the 39% growth observed for all 
of 2010, growth of Chinese motor 
insurance market “has obviously 
slowed down from its peak 
speed,” with challenges arising 
from “underwriting selection, 
sales channel control and claim 
management” of insurers, saidYinyin 
Huang, vice president and senior 
casualty treaty underwriter with 
Swiss Re.

The industry believes this slowdown 
is due to a broad motor market 
slowdown in China, with factors 
including “higher oil prices, 
restrictions on car purchases in cities 
such as Beijing to alleviate traffic 
conditions and the expiration of tax 
incentives for the purchases of small 
cars,” said Beijing-based Huang.

Munich Re added that China’s motor 
insurance growth trend will not last 
long. “Currently, we are certainly at 
the peak of this boom and I don’t 
expect that growth will continue at 
the same pace in motor insurance 
in China in 2012. We have and 
will support this growth, but if our 
profitability requirements are not 
met, we will decline,” Wilkinson said.

Source: www.insurancenewsnet.com, 
20 September 2011
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80 or more

70 to 79

60 to 69

50 to 59

40 to 49

30 to 39

20 to 29

2008

2007

2009

2010

2011

Q There are currently 
around 52 foreign funded 
insurance companies. 
How many do you 
anticipate in the market by 
2014? 

There are currently around 52 foreign 
financial institutions in the China 
market. Prudential Financial and the 
Chinese conglomerate Fosun Group 
recently announced a new joint 
venture. Fosun are involved in real 
estate, mining and pharmaceutical but 
have also moved into the financial 
sector. They established a $600 million 
private equity fund with Prudential at 
the beginning of 2011.

Participants continue to predict a 
modest increase in the number of 
foreign insurers over the next three 
years. Nine of the 26 respondents 
expect between 60 and 69 and one 
respondent anticipates as many as 80 
companies by 2014. 

The current predictions are broadly in 
line with those made last year.

Looking back over the last five years, 
predictions were most bullish in 2009 
when 13 companies predicted 60 to 69 
and a further four companies expected 
70 to 79.

Based on responses from 26 companies in 
2011

Based on responses from 26 companies in 2011, 31 companies in 2010, 29 companies in 
2009, 26 companies in 2008 and 24 companies in 2007

80 or more

70 to 79

60 to 69

50 to 59

40 to 49

30 to 39

Predict a reduction

Predict a modest increase

Predict a significant
increase
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No Yes

Q Might there be 
consolidations?

Q Are foreign partners 
that have only 25% 
shareholdings less 
committed?

The foreign insurers continue to 
believe that there will be further 
consolidations in the market. 

Twenty one respondents envisage this 
development continuing. Some smaller 
domestic insurers may be taken over by 
larger players.

Fourteen companies within a group of 
23 that offered an opinion, contend 
that foreign companies that have 
reduced their shareholding below 25% 
and thus being re-classified as 
domestic, are less committed to the 
insurance market.

The respondents offered the following 
observations around this development:

• Some companies are searching for a 
new more successful approach and 
adopt to the “China Way”. As a result 
they are looking at this model.

• JVs are challenging to manage. 
Chinese partners can be very 
powerful.

• The major banks have already found 
bancassurance partners and this 
opportunity has passed.

• CIRC want to see foreign companies 
remaining and are encouraging 
foreign partners to continue.

Based on responses from 24 companies in 
2011, 23 companies in 2010, 29 companies 
in 2009, 23 companies in 2008 and 20 
companies in 2007

Based on responses from 23 companies

• One participant commented that the 
withdrawal by New York Life from its 
joint venture with Haier was an 
exception. (New York Life was 
replaced as the foreign partner by 
Meiji Yasuda Life of Japan, while Haier 
increased its shareholding to 71%).

• Heng An Standard Life announced in 
2009 that Standard Life would 
reduce its shareholding and Bank of 
China would take majority control. 
However, in December 2020 
Standard Life announced it had not 
been possible to reach agreement 
and Heng An Standard Life remains 
a foreign joint venture life company.

No

2007

2008
2009

2010
2011
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Seventeen of the 18 life companies 
contend that in general, domestic 
partners would like to leave the joint 
venture relationship.

One participant noted that domestic 
partners are frequently state owned 
enterprises and SOE’s have been 
directed to re-focus on their core 
businesses.

Others suggested the domestic partner 
has looked at the joint venture as a 
pure investment ploy. 

Several participants suggested that one 
possible exit strategy could be 
available if the joint venture planned a 
future IPO.

Q Some have suggested that 
there is a growing trend 
in the life sector that 
domestic joint venture 
partners would like to 
leave the relationship.

Don’t know

Yes

Yes

Based on responses from 18 life companies
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Q In your opinion, which 
category of institutions 
represents the most 
significant competitive 
threat to your 
organisation over the next 
five years?

The greatest competitive threat to the 
foreign insurers comes not from within 
but from their domestic competitors. 
This is followed by foreign insurers 
and then the recently formed bank 
subsidiaries. Other competitors such as 
start-up and niche players represent 
minor threats.

Based on responses from 28 companies
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Q What does your life 
insurance company find 
the most/least difficult 
aspects of the Chinese 
insurance industry?

Participants scored the level of 
difficulty associated with a range of 
activities within the insurance 
industry. They scored each activity on 
a scale of one to five. The chart below 
indicates scores above three on the 
right side of the axis and below three 
on the left side of the axis.

Based on responses from 18 life companies

In the past the most difficult aspect has 
been identified as the regulatory 
environment. However this year, the 
life companies have placed both 
domestic competition and the 
personnel issue ahead of regulation. 

Bank insurance companies are 
positioned in sixth place.

Brand name recognition, a challenge to 
the foreign insurers with a limited 
market presence, is recorded in fifth 
position.
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Finding and retaining good personnel

Competition from domestic insurance companies

Increasingly difficult 
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Negative

Neutral

Positively

16 companies 
said positively

in 2011

2009

2010

2011

Q From the perspective 
of your head office, has 
the agenda for your 
insurance company’s 
China operation changed 
following the global 
financial crisis?

Q What does your property 
and casualty insurance 
company find the most/
least difficult aspects of 
the Chinese insurance 
industry?

The property and casualty insurers 
place regulation at the top of the 
difficulty list. This is followed by 
personnel issues and brand name 
recognition. Interestingly they score 
foreign property and casualty 
companies ahead of their domestic 
counterparts.

The participants recorded their views on 
their head offices views of the China 
operation in the post-Global Financial 
Crisis environment. Over the last three 
years most companies have suggested 

In both cases the economy remains 
well down the list of difficulties. In 
ninth position for the life companies, 
and twelfth position for the property 
and casualty companies.

China is viewed positively. This remains 
the case in 2011 but some neutral 
opinions from 2009 and 2010 have 
migrated towards negative in 2011.

Based on responses from 28 companies in 2011, 
30 companies in 2010 and 29 companies in 2009
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Building a customer base

Competition from foreign insurance companies

Brand name recognition

Finding and retaining good personnel

Regulatory environment – inspection and rules

Increasingly difficult 

Based on responses from 10 P&C companies
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Q What is the level of 
commitment of your head 
office to China in 2011 
relative to other markets 
on a scale of 1 to 10? How 
would you project the 
score in 2014?

Commitment from head office to China 
remains exceptionally strong foreign 
life companies in 2011. In 2010 and 
2009 nine companies also scored the 
maximum score of 10 out of 10. 

Where the chart contrasts with 
previous years is regarding companies 
scoring “9” or “8”. For example in 2011 
four companies attributed these scores 
versus eight companies in 2010. 

Based on responses from 18 companies in 2011, 
20 companies in 2010 and 2009 and 19 companies in 
2008

Based on responses from 18 companies

The 2011 scores pick up at lower levels 
of commitment suggested a degree of 
polarity between a group of eight 
highly committed companies and say 
six moderately committed companies.

Looking forward to 2014 the scores 
display minimal change.
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Q What is the level of 
commitment of your head 
office to China in 2011 
relative to other markets 
on a scale of 1 to 10? How 
would you project the 
score in 2014?

Property and casualty companies also 
reveal a degree of consistency on 
commitment. Four companies awarded 
a score of “9” or “10”. In 2010 four 

Looking forward to 2014 the property 
and casualty companies anticipate an 
increase in commitment from their 
head offices. With just one company 
which remains at “3” the remainder 
attributed scores of “8” or higher.

This may reflect an increasing 
optimism associated with the granting 
of entry into the MTPL market.

companies awarded a “10”. The middle 
range scores are similar across the last 
few years but two companies recorded 
lower values in 2011 at “5” and “3”.

Based on responses from 10 companies in 2010, 
9 companies in 2009 and 8 companies in 2008

Based on responses from 10 companies for 
2011 and 2014
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Q  What is the level of 
commitment of your 
Chinese partner to your JV 
on a scale of 1 to 10? 

Q Do you believe that some 
domestic partners would 
like to leave the insurance 
business? 

The chart suggests a modest lowering 
in commitment by the domestic 
partners in the joint venture 
companies. 

In 2010 six companies assigned a 
commitment level of “10” out of “10”. 
In 2011 this fell to five companies. 

Sixteen of the 18 life companies 
believe that there are domestic 
partners that would like to leave the 
joint venture relationships.

In last year’s report 16 of the 21 
participants held the same view.

Based on responses from 17 companies in 2011, 
19 companies in 2010 and 18 companies in 2009 and 
2008

Based on responses from 18 companies

Two companies however, joined the 
“9” out of “10” category in 2011. 
However in the “8” out of “10” 
category, the number of companies 
dropped from seven to two in 2011. At 
the opposite end of the scale two of the 
ten respondents awarded a 
commitment level of just “1” out of “10” 
to their domestic partners.
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Q Shanghai as a World 
Financial Centre by 2020?

Responses to this question fall into 
three groups.

The positive group content that it is 
“realistic” and “achievable” for 
Shanghai to become a World Financial 
Centre by 2020. They qualify their 
optimism by saying this will only 
happen if the RMB is internationalised 
and regulations relaxed.

The pessimistic group cite a number of 
missing elements such as the legal and 
regulatory environments, the limited 
pool of financial professionals, capital 
controls, currency convertibility, the 
need for more foreign direct 
investment etc..

In between these two positions is the 
unsure group. They note that Shanghai 
is a commercially oriented city that 
will support foreign companies. One 
participant suggested that eight years 
is too ambitious and it may happen in 
ten to fifteen years. Another said that a 
pre-requisite would be a move by the 
big banks from Beijing and this was 
unlikely.

One participant contended that the 
rudimentary legal environment will 
hinder Shanghai overtaking Hong 
Kong.

Mayor vows to improve 
Shanghai’s Market 
Mechanism

The Mayor of Shanghai in a speech 
at the end of October 2011 said that 
Shanghai will grow its market 
mechanism with global influence 
through innovation and will open 
up to the world’s business as an 
efficient and transparent city.

The city aims to build the Shanghai 
Stock Exchanger to become one of 
the world’s top three bourses by 
market value and turnover by 2015. 

Companies such as HSBC, Allianz 
and Unilever have indicated interest 
in listing on the anticipated 
international board.

The total financial market 
transaction value is expected to top 
RMB 1,000 trillion ($156 trillion) by 
2015. 

Seventy four of Fortune 500 
companies have set up their regional 
headquarters in Shanghai and 21 
foreign banks have their locally 
incorporated subsidiaries in the city. 

Source: Shanghai Daily, 30 October 
2011
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Q How will the 
internationalisation of the 
RMB specifically affect 
your business?

Q Shanghai as a pilot 
insurance exchange?

Responses varied in relation to the 
internationalisation of the RMB. 

One life company suggested it would 
have a significant impact by 
encouraging product innovation (for 
example increased scope for variable 
annuities), provide better hedging 
opportunities, diversification, capital 
injection etc. It also allows the foreign 
insurers to differentiate themselves 
more effectively. However, the 
majority of respondents suggested tha 
it would have little impact at present. 
Product ranges would have to be 
developed before real benefits would 
emerge.

The property and casualty companies 
provided insight on how a pilot 
insurance exchange might evolve. A 
few participants noted potential as a 
marine insurance hub but believed 
possible developments will be held 
back by market creditability, the legal 
infrastructure, tax incentives, software 
and limited re-insurance capabilities.

The life insurers expressed little 
interest in the development of a pilot 
exchange.

Although the government has said that 
the pilot exchange will initially trade 
in liability insurance, reinsurance, 
property and group life products, it 
later plans to offer risk securitisation 
products, catastrophe bonds and 
insurance derivatives.
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Shanghai will pilot insurance exchange

The central government will initiate a pilot insurance exchange in Shanghai, 
said Wu Dingfu, the head of the China Insurance Regulatory Commission 
(CIRC). 

“Setting up an insurance exchange is part of Shanghai’s plan to become an 
international financial center, which is something the CIRC, as a financial 
regulator, strongly supports,” Wu said on Sunday at the annual session of the 
National People’s Congress. 

“The Shanghai government and the CIRC have fully discussed the issue 
and the initial decision has been made to pilot an insurance exchange in 
Shanghai.” 

Wu’s announcement confirmed earlier media speculation that Shanghai was 
close to building such an exchange. 

Xu Wenhu, director of the insurance research center at Fudan University and 
head of the research group for the proposed exchange, told China Daily on 
Feb 17 that the municipal government had completed preliminary work on the 
plan and submitted it to the State Council. 

Wu did not give away any details about the specific functions and potential 
players that might be involved in the exchange. Xu, though, said the 
participants would “probably” include foreign insurers. 

A report in the Security Times on Feb 17 speculated that the exchange would 
initially trade in liability insurance, reinsurance, and property and group life 
insurance products. 

The article suggested the exchange will offer risk securitization products, 
catastrophe bonds and insurance derivatives at a later date. 

Companies dealing in life insurance, property insurance and reinsurance as 
well as insurance brokers will be among the main participants in the proposed 
exchange, according to the report. 

Also on Sunday, Wu said the CIRC is working on specific entry rules for 
insurance funds wanting to invest in government-subsidized affordable 
housing projects. He said the CIRC plans to also pilot those ideas in Shanghai. 

“There is no legal barrier to stop investment funds investing in affordable 
housing projects. We have decided to pilot it in Shanghai and relative works 
are on-going.” 

But he cautioned that risk management was still the top priority for insurance 
funds because they need to provide returns for insurance policyholders. 

Source: China Daily, 7 March 2011
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Q Do you believe lifting 
the 50% ownership cap 
will encourage further 
investments by foreign 
partners

Participants believe that removal of the 
50% foreign ownership cap on life 
insurance companies would encourage 
further investments by foreign 
companies in the market. Only four of 
the 18 respondents believed the 
contrary.

Those who thought such a move would 
have limited appeal noted that few 
companies were making profits and 
most had increasing demands for 
capital.

One respondent commented that given 
the restrictions on foreign companies, 
lifting the 50% cap would have little 
effect on the success of foreign life 
companies.

No Yes

Based on responses from 18 companies
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Q Do you believe dual 
investment should be 
allowed?

Participants were asked to comment on 
whether foreign companies should be 
permitted to make dual investments in 
the market. This involved foreign 
companies’ ability to invest in more 
than more than one insurance entity. 

Regulations prevent foreign insurance 
companies holding a shareholding in 
more than one domestic insurance 
company. Hence the recent 
divestments made by companies such 
as ING and MetLife.

Twenty five companies responded to 
this question and 22 supported dual 
investments.

Many of the respondents stressed that 
dual investments would provide their 
company with more options in this 
emerging market.

The ability to buy or buy into a 
domestic company is obviously subject 
to CIRC approval. Such an approach by 
foreign property and casualty insurers 
interested in this auto market would 
permit accelerated entry. 

However, some insurers noted that this 
would probably only be permitted by 
the CIRC if the domestic target 
company had some problematic 
circumstance and might therefore 
benefit from the foreign injection of 
capital, expertise and technology.

Some of the foreign insurers have 
investments in large domestic insurers. 

Starr, Dazhong Started All-aspect Strategic Cooperation 

Through ten months of negotiations, Starr International Company Inc. on July 11, 
2011 signed a contract with Dazhong Insurance Company Limited of China to start 
an all-aspect strategic cooperation. 

Starr International, which owns a controlling right in Dazhong Insurance with a 
20% stake, has the right to send two directors to the latter, disclosed people close to 
the matter. Dazhong Insurance newly-appointed General Manager Ross E. 
Matthews said during an interview that Dazhong Insurance will not change name 
until the foreign partner officially becomes the first largest shareholder, adding 
that his insurance firm will develop shipping insurance, accident insurance, health 
insurance, and guarantee and liability insurance together. 

Source: www.insurancenewsnet.com, 14 July 2011

For example, Allianz owns 240 million 
H shares in CPIC (China Pacific 
Insurance Company) representing 
2.8% of CPIC’s total outstanding shares 
and 10.4% of its H shares. Allianz 
increased its initial investment in the 
CPIC IPO in December 2009 by 
purchasing more shares from the 
Carlyle Group in 2011 (Source: Allianz 
Press Release, 8 January 2011).

HSBC has a 16.8% shareholding in 
Ping An Insurance.

In July 2011 Starr International 
Company purchased a 20% stake in the 
state-controlled Dazhong Insurance. 
Dazhong is owned by the Shanghai 
Government and operates in the 
Yangtze River Delta and has eight 
branches. Source: Reuters, 11 July 2011. 
See article below.

Based on responses from 25 companies

No Yes
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Q What was the level of staff 
turnover in 2010?

Participants provided an indication of 
the level of staff turnover in 2010. They 
then predicted what the expected 
turnover will be in 2011.

The turnover data for 2010 shows that 
23 of the 26 respondents had staff 
turnover last year above 10%.

Eleven companies were above 20% and 
one of these was above 30%. In last 
year’s report, nine companies 
predicted turnover above 20% in 2010 
so the actual turnover levels have been 
greater than those predicted.

Projections for 2011 suggest that 
turnover levels will remain similar to 
2010. Ten companies expect levels 
above 20% with one of these above 
30% and one above 40%.

Eleven companies were above 20%; 15 companies below 20% of 
which just three companies were below 10%

Based on responses from 26 companies

Ten companies were above 20%; 16 companies below 20% of which 
four companies were below 10%

Based on responses from 26 companies

40 or above

30 to 39

20 to 29

10 to 19

0 to 9

Percentage

Staff turnover 2010

40 or above

30 to 39

20 to 29

10 to 19

0 to 9

Percentage

Predicted staff turnover 2011
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Q In 2011, will base salaries 
remain the same, increase 
or decrease?

Salaries will continue to increase at the 
foreign insurers. Only one company 
which has experienced some strategic 
reappraisal anticipates salaries will 
remain the same.

In last year’s report three companies 
indicated that salaries would remain 
the same.

The breakdown of salary increases in 
2011 show a jump in the 6% to 10% 
category. As in keeping with 2009 and 
2010, only one company predicted an 
increase above 11%.

Twenty four companies predict salaries 
will rise between 6% to 10% which is 
in line with forecasts in the consumer 
price index. The National Bureau of 
Statistics reported a level of 6.1% in 
September 2011 (Source: Wall Street 
Journal, 14 October 2011).

Based on responses from 28 companies in 2010, 
31 companies in 2010 and 19 companies in 2009

Remain 
the same

Yes, increase

Based on responses from 28 companies
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Remain 
the same

Increase
Decrease

2010

2011

Q What is your position on 
incentives and bonuses in 
2011?

There has been virtually no change on 
the awarding of incentives and 
bonuses in 2011. Most companies 
expect their bonuses to remain the 
same although 12 companies 
anticipate an increase and one 
company a decrease.

One participant commented that the 
last year has been challenging from a 
key performance indicator (KPI) 
perspective and this has affected their 
b onus payments. Several European 
companies cited EU restrictions on the 
payment of bonuses. The CIRC also 
issued a discussion draft on bonus 
payments in 2011. Based on responses from 27 companies in 

2011 and 28 companies in 2010
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Q In your opinion, as a 
foreign insurer, how 
effective is the current 
CIRC Training Needs 
Program? 

CIRC offers management training 
programmes for insurance personnel. 
Foreign executives are required to 
attend these three day sessions in 
Beijing where CIRC officials outline 
Chinese policy developments.

While 11 participants considered the 
sessions ineffective or very ineffective, 
nine of this year’s participants 
recorded effective. This is a significant 
increase over 2010 when only three of 
the 31 respondents viewed them as 
effective.

Based on responses from 27 companies in 2011, 31 companies in 2010 
and 29 companies in 2009

Positive comments included 
informative, helpful and useful in 
understanding CIRC thinking. On the 
negative side, some participants 
suggested the process was “largely 
ceremonial” and could be condensed 
into just one day.
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Q Are you currently 
evaluating your agents’ 
effectiveness ?

Q What percentage of agents 
will you cut in 2011?

Q What percentage of agents 
will the industry cut in 
2011?

Fourteen companies answered the 
question on whether they were 
reviewing their agents’ effectiveness. 
This included 12 life companies and 
two property and casualty companies. 

One large foreign life company 
suggested that the industry attrition 
rate was around 60% and that while 
they recruit around 1,000 agents each 

Fourteen life companies provided data 
on the level of agent cuts they 
anticipate in 2011 as a result of 
underperformance. Nine companies 
expect to trim 30% or more of their 

Commenting on the industry as a 
whole, six companies suggested the 
industry cut rate would be over 50%. 
Four companies predicted it would be 
below 30%.

month, many simply stay for a year to 
look at the opportunity and then leave. 

A property and casualty company 
indicated that they recruit around 15 
to 20 agents each month but their top 
50 agents generate 80% of their 
business. They said that attempts to 
convert high performing agents to 
become employees was a priority.

agents. One of these predicted 60% 
cuts and another 70% cuts. The 70% 
company said it was undertaking a 
complete channel review.

Based on responses from 14 life companies

Based on responses from 11 companies

80% to 89%

70% to 79%

60% to 69%

50% to 59%

40% to 49%

30% to 39%

20% to 29%

10% to 19%

80% to 89%

70% to 79%

60% to 69%

50% to 59%

40% to 49%

30% to 39%

20% to 29%

10% to 19%
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Q How do you define an 
active agent?

Q How many agents do you 
plan to recruit in 2011?

The most common definition of an 
active agent is one who sells a policy 
every month. 

Some companies accept less 
demanding performance such as one 
policy every two or three months. 

The life companies were asked how 
many agents they plan to recruit in 
2011, this ranged from 120 agents to 
15,000 agents. 

The total number of new agents to be 
recruited by 13 foreign life insurers in 
2011 was 50,170.

Based on responses from 14 companies

Based on responses from 15 life companies 
* Premium income must be RMB 500 per month 
** Sell at least 1 life and 2 pension accounts in three months

Required to sell a policy during the time period above

There are some other benchmarks used 
such as at least one life and two 
pension accounts in three months, a 
minimum premium income of RMB 
500 per month, one life and two 
personal accident policies every two 
months and finally commissions of 
RMB 900 every quarter.
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Q Which staff functions have 
the highest hiring priority 
in 2011? Can you rank the 
Top 3?

The top priority for recruitment 
remains retail insurance agents. This is 
followed by corporate sales people. In 
the 2010 survey they were followed by 
legal/compliance, underwriting and 
actuarial functions.

In 2011 the next three were investment 
management, product design and risk 
management.

Investment management moved up 
from ninth position to third position 
while product design moved from 
eleventh to fourth position.

Branch managers remain an important 
category as foreign insurers attempt to 
expand their geographic scope. A 
number of participants commented 
that other foreign insurers opening up 
in a new city will often try to recruit a 
competitor’s branch manager and some 
staff.

Based on responses from 31 companies in 2011, 31 companies in 2010 and 29 companies 
in 2009, results from 2009 have been prorated
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Q Should foreign life 
insurance companies be 
permitted to apply for 
multiple licenses across 
China simultaneously? 

Based on responses from 26 companies in 
2011

Based on responses from 16 life companies

Half numbers indicate a response of eg. between 4 and 5 branches which is 
recorded as 4.5

Foreign insurers are subject to 
restrictions on their branch networks 
in China. 

However as the chart below indicates 
most life companies believe that the 
number of branches they might apply 
for over the next three years will closely 
match those granted. In a few instances 
companies would like to expand at a 
much more aggressive pace.

Participants would like to see a much 
faster approval process. 

Indeed the American Chamber 
(AmCham China) in its 2011 white 
paper (see appendix) noted that 
insurers are handicapped in their 
ability to expand because of a lengthy 
branch review process and a “de facto” 
refusal to review multiple branch 
applications simultaneously. 

They contrast this with the treatment 
of domestic insurers who have 
applications reviewed concurrently.

Respondents unanimously agreed that 
foreign insurers should be permitted to 
make multiple branch applications.

For example one company said it would 
open 15 branches, while another 
insurer expected to open 20 branches 
over the next three years if there were 
no restrictions. There appears to be a 
process of being granted two branches 
each year or six branches by 2014. 

However, as the chart shows one life 
company hopes to open nine new 
branches by 2014 and another 10 new 
branches.
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A more domestic divergence is evident 
for property and casualty companies 
who obviously depend more on a 
branch delivery network. 

This would be even more pronounced 
if as noted foreign insurers enter the 
MTPL market. A much more 
comprehensive footprint will be 
required to successfully service the 
auto insurance market.

As the chart for property and casualty 
companies shows most companies 
expect three new branches over the 
next three years, although one 
participant hopes to receive approval 
for five branches. However, two 
respondents would seek 10 and 12 
branches respectively if restrictions did 
not exist.

Q Should foreign property 
and casualty insurers be 
permitted to apply for 
multiple licenses across 
China simultaneously? 

Based on responses from 8 property and casualty companies
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Within the group of 18 respondents 
there are only four companies that 
have less than 50% of their business 
originating in Tier 1 cities. This group 
includes some companies who are 
headquartered in Tier 2 cities. 

At the opposite end of the scale, five 
companies have over 90% of their 
business in the Tier 1 cities.

Many respondents recognise that 
significant opportunities are emerging 
beyond the Tier 1 cities but they also 
point out that both the large domestic 
companies and the new fast growing 
domestic insurers have a formidable 
foothold in these increasingly affluent 
cities.

The property and casualty participants 
have a similar orientation. 

Five of the 10 companies have over 
80% of their business in Tier 1 cities. 

One company emphasised that the Tier 
2 cities had many high net worth 
individuals were less competitive and 
therefore offered better opportunities. 

Liberty Mutual and Groupama are 
based in Chonqing and Chengdu, both 
Tier 2 cities.

Q Can you provide an 
approximate breakdown 
of your total business 
in China between Tier 1 
cities and Beyond Tier 1 
cities? 

Based on responses from 10 property and 
casualty companies
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Q Can you rate the 
magnitude of the 
competitive threat of 
the banks entering the 
insurance market over the 
next three years, using a 
scale of 1 to 10, where 10 
represents the maximum 
threat

The foreign life insurers certainly 
consider the banks’ entry into the 
insurance market as a major threat to 
their success. Thirteen companies 
scored it either equal to or greater than 
seven on a scale of one to ten. In 2010 a 
similar number scored seven or higher.

The threat therefore remains very real.

In November 2010 a CIRC directive 
prohibited insurance companies from 
allowing insurance personnel to sell 
insurance at bank branches. Branches 
were also prevented from selling more 
than three insurance companies’ 
products at each branch. Under such a 
rule it is fair to assume that one of 
these companies will be a larger 
domestic insurance company one will 
be a bank-owned insurance company 
and the third company may or may not 
be a foreign joint venture company. 
Smaller domestic companies will also 
seek to be the third supplier of 
insurance products.

One European insurer also noted that 
the large general agencies had also 
become very aggressive in the market.

The foreign property and casualty 
companies also perceive 
bancassurance to be a real threat. 

In 2011 four companies attributed a 
score of eight out of ten.

Based on responses from 17 life companies 
in 2010, 21 life companies in 2010 and 
19 life companies in 2009
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China Life sees potential in sales through banking channels

China Life Insurance Co, the world’s biggest life insurer by premiums issued, 
said it continues to regard bank insurance as a major trend. 

Wan Feng, president of China Life, said on Wednesday that he is positive – 
though with concerns – about the effect of the latest regulatory policy on the 
bank insurance business. 

“According to the new policy, every bank can choose only three insurance 
companies to work with, so big insurers such as us have an advantage,” Wan 
said. 

In November, the China Banking Regulatory Commission issued a bank 
insurance policy that limited the number of insurance companies and barred 
insurance company employees from conducting business in banking outlets. 

Wan said that he has concerns about the ability of bank managers to sell 
insurance products, but he still has faith in selling insurance through banks. 
“In 2010, our first year premiums totaled 52.2 billion yuan ($8 billion) and 
more than 20 billion yuan came from bank insurance,” he said. “It shows the 
potential of the bank channel.” 

According to Wan, the Chinese insurance market is strong and China Life’s 
total premiums are expected to “keep increasing by more than 10 percent”. 

Hao Yansu, an insurance professor at the Central University of Finance and 
Economics, said that large insurers benefit from the new policy and need not 
worry about bank staff members’ understanding of the products. 

“Banks will choose large insurance partners, and often invite experts to train 
their employees. They offer high-quality service, so insurance giants such as 
China Life are at an advantage,” Hao said. 

He added that the scale of the Chinese bank insurance market has been 
growing rapidly in recent years. However, he noted that insurance companies 
generally offer similar products. 

“Insurers should come up with distinctive products, and life and accident 
products should be more important than financial ones,” Hao said. 

Source: China Daily, 24 March 2011
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Q As a foreign life company, 
what changes do you see 
in distribution channels, 
i.e. moving towards or 
away from their use?

Channels which recorded the highest 
levels of “movement towards“ were 
telemarketing and the internet. Tied 
agents and the post office displayed 
“movement away from” responses.

Although independent financial 
advisors and brokers reflected a 
maintenance of the status quo some 
respondents also believed there had 
been a movement towards these 
channels.

Online insurance

Reports in 2010 indicated that 32 
insurance companies in China conduct 
on line business. Online premiums for 
2009 were RMB 7.9 billion.

Source: People’s Daily, 9 June 2010

Three large domestic insurers have 
promoted online sales via third 
party ecommerce platforms. For 
example in 2010 Taikang Life, 
Huatai Insurance and Ping An 
Property insurance opened flagship 
stores on Taobao.com. Earlier this 
year Ping An added auto insurance 
to its Taobao online store.

One participant suggested that the tied 
agent channel was in crisis. They noted 
that five years ago, China had 3.6 
million tied agents, today they have 
2.8 million. They pointed out that 
income levels for new agents are 
around RMB 1,500 per month. This 
contrasts with a migrant worker’s 
monthly income of RMB 3,000. While 
these income levels were attractive 10 
years ago, they can no longer 
adequately reward an insurance agent. 
As a result the industry is losing 
agents.

Based on responses from 18 life companies
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The foreign property and casualty 
companies provided a different 
response to channel changes. They 
perceived movement away from the 
promotion driven direct sales channel, 
while telemarketing was experiencing 
movements towards.

Q As a foreign property and 
casualty company, what 
changes do you see in 
distribution channels, i.e. 
moving towards or away 
from their use?

Bancassurance, brokers and the 
internet are all experiencing a 
movement towards. Limited 
momentum is found in independent 
financial advisors, affinity schemes 
and the post office. Although one 
property and casualty participants 
contended that if the post office 
“awakened” they could pose a real 
threat.

Based on responses from 10 P&C companies
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Q Can you expand on China’s 
ambition to be a leader 
in terms of Enterprise 
Risk Management (ERM) 
reporting? How might 
this play out over the next 
three years?

China has indicated that it would like 
to play a leading role in enterprise risk 
management (ERM) reporting. The 
foreign insurers were asked to 
comment on the manifestation of this 
desire.

Responses ranged across the board 
from CIRC being serious about ERM, to 
their borrowing practices from 
overseas, to it simply will not happen.

One life insurer noted that the CIRC’s 
regulatory requirement on ERM was 
similar to their parent’s requirement. 
Another said that CIRC was starting 
from a low base and that both ERM 
and Solvency II would have a major 
impact on the industry.

The CIRC has released a guideline 
entitled “Guidelines on 
Implementation of Enterprise Risk 
Management for Life and Health 
Insurance Companies”.

The guidelines require the setting up 
of a risk management committee and 
information system by 2013 with the 
first ERM report being delivered to 
CIRC by 2014.
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Ahead

Level

Behind

No

Yes

Q Do you believe the Chinese 
insurance companies’ risk 
management systems are 
sufficiently robust? 

The majority of participants continue 
to hold the view that the Chinese 
domestic companies risk management 
systems are not yet sufficiently robust.

They recognise that progress has been 
made and that some of the large 
companies have robust systems.

One life insurer said it was a “Made-in-
China” risk management system.

Q How would you assess 
China’s position on 
regulation versus the EU 
or US? Is China ahead, 
level or behind?

The participants were asked to position 
China on regulation versus Europe and 
the United States.

Twenty three companies answered the 
question, 15 placed China behind, six 
on a par and two ahead.

The opinions of the participants are 
reflected in the list of comments below.

• Regulation is more stringent. US and 
Europe are more relaxed. China’s 
regulation is perceived as “parental”.

• Catching up by China, with many 
new regulations

• On written regulation China is level 
with the EU and US but when it 
comes to application then China is 
behind

• 2011 was the “Year of Risk 
Management”. China needs to free 
up its financial market to be 
effective.

• The regulatory angle is different in 
the US and Europe.

Based on responses from 26 companies

Based on responses from 23 companies
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No Yes
Q Can you comment on the 

impact of the decrease 
in value of investments 
and therefore in solvency 
ratios?

Q Do you have any plans to 
raise additional capital?

The solvency adequacy ratios for the 
participants in this survey are shown 
in the appendices.

In 2010 a surge in premium 
accompanied by slow top ups in 
registered capital created pressure on 
solvency adequacy requirements.

CIRC categorises companies in three 
bands. Those with a ratio below 100% 
are categorised as Inadequate and face 
regulatory penalties, those between 
100% and 150% are in Adequate Band 
I but must demonstrate how they will 
avoid insolvency. 

Those above 150% are considered to 
be in Adequate Bank II and are given 
flexibility to invest I the capital 
markets.

For example China Life’s solvency 
adequacy ratio dropped by 48% in the 
first half of 2011 to 164% as a result of 
shrinking investment returns and 
poor market performance. 

China Life plans to issue RMB 30 
billion of subordinated bonds to life its 
solvency level by 40%.

Source: The Standard, 25 August 2011

The foreign life insurers commented 
that the drop in the value of 
investments will have a greater impact 
on the domestic companies than the 
foreign companies. One large foreign 
insurer noted that the joint venture 
companies have 5% to 10% exposure 
to the market compared to 15% to 20% 
exposure for the domestic life insurers.

The foreign property and casualty 
insurers were split 50/50 on raising 
additional capital, with five companies 
plan to add capital and five have no 
plans.

Fifteen of the 18 foreign life insurers 
said they had plans to raise additional 
capital.

One participant suggested they could 
issue subordinated debt and satisfy the 
CIRC’s requirements.

Another participant predicted that a 
number of joint venture companies 
hope to list locally and this would 
inject capital. They also suggested that 
domestic partners might use such an 
opportunity to exit from the joint 
ventures if the CIRC approved.

One property and casualty insurer 
forecasted that if the foreign 
companies entered the auto market, 
additional capital would be required.

Branch expansion by the property and 
casualty companies also brings 
demands for additional capital.

One participant said they cannot 
expand their network any further until 
fresh capital is injected.

Another participant commented that if 
they were to acquire a local property 
and casualty insurer, more capital 
would be required.

Based on responses from 18 life companies

Based on responses from 10 P&C 
companies

No Yes
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Q What are the major 
sources of fraud in your 
life company?

Q What are the major 
sources of fraud in your 
property and casualty 
company?

The major sources of fraud for life 
companies reside with the brokers and 
intermediaries. Policyholders, 
suppliers and staff all record much 
lower scores. 

The property and casualty insurers also 
placed brokers at the top of the list 
followed by policyholders and suppliers.

Based on responses from 17 life companies

Based on responses from 8 P&C companies

The 2010 survey also placed brokers 
and intermediaries at the top of the list 
but suppliers were just ahead of 
policyholders. 2009 shows the same 
sequence as 2011. One company 
highlighted the potential for fraud in 
the bancassurance channel while 
another suggested policyholders can be 
fraudulent on medical insurance.
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Competition and 
positioning

60 Foreign insurance companies in China 2011
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Life products

Individual level

• Retirement products

• Children’s education products

• Annuity products

• Long term savings

• Participating products where the 
policy holder participates alongside 
the insurer on risk

• Critical illness (market still to open 
up)

• Universal life products

• Protection products (experiencing 
increased demand)

Property casualty products

Individual level

• Auto insurance

• Personal accident

• Travel insurance

• Critical illness

• Health insurance

• Household insurance

Q What product areas do 
you see as becoming 
increasingly important 
in the Chinese insurance 
industry in the next three 
years?

Wholesale level

• Retirement products

• Credit insurance

• Group health insurance

• Annuity products (tax applications 
unclear)

• Enterprise annuities

• Corporate accident and health 
insurance

• Top end health insurance

Wholesale level

• Enterprise property

• Liability – general

• Marine

• Extended warranty on electrical 
products

• Product liability

• Commercial automobile

• Financial lines underwriting

• Niche liability insurance

• Corporate liability

• Export product liability
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Acquisitions of insurance companies by banks

Bank (Investor) Date of 
Acquisition

Target insurance 
company

Equity 
interest

Background

Bank of 
Communications

September 
2009

China Life-CMG 
Life Assurance

62.5% New company called BoCommLife Insurance 
Company Limited. The first acquisition of an insurer 
by a bank. Bank of Communications took initial 
equity interest of 51% from China Life Insurance, 
then raised registered capital to a shareholding of 
62.5%.

Bank of Beijing May 2010 ING Capital Life 
Insurance

50% Re-named ING-BoB Life Insurance Company 
Limited. Transaction cost is 6.818 million RMB, per 
share price of 1.515 RMB.

China 
Construction 
Bank

June 2011 Pacific-Antai Life 
Insurance

51% Re-named CCB Life Insurance Company Limited.

China Merchants 
Bank

Pending CIGNA & CMC 
Life Insurance

50% After pending for three years, the two parties re-
entered into a purchase agreement. The deal is 
currently under regulatory approval.

Agricultural Bank 
of China

Pending Jiahe Life 
Insurnace

51% Transaction cost is 2.59 billion RMB, which is 
the largest acquisition of a bank by an insurance 
company. The deal is still under regulatory approval.

Industrial and 
Commercial Bank 
of China

Pending AXA-Minmetals 
Assurance

60% Transaction cost is 1.2 billion RMB. The deal is still 
under regulatory approval.

Acquisitions of banks by insurance companies

Insurer (Investor) Date of 
Acquisition

Target Bank Equity 
interest

Background

Ping An Insurance June 2011 Shenzhen 
Development 
Bank

52.38% Shenzhen Development Bank offers Ping An 
Insurance 1.638 billion non-public shares for 17.75 
RMB per share, in exchange for Ping An Bank’s 7.825 
billion shares (representing approximately 90.75% of 
the total share capital of Ping An bank) held by Ping 
An Insurance and 2.69 billion RMB. This is the largest 
banking merger and acquisition in history. Ping An 
has become the controlling shareholder of Shenzhen 
Development Bank, which will hold an equity 
ratio that is approximately 52.38% of Shenzhen 
Development Bank.

Source: PwC Research
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Q Can you predict the 
market share of the 
foreign life insurers in 
2014?

The respondents found it difficult to 
predict the foreign life insurers’ market 
share by 2014. Seven companies 
predicted maintenance of the status 
quo at 5% although nine companies 
envisaged the share expanding. Two 
companies predicted a market share of 
10% by 2014. This is similar to the 
predictions made in 2010 for 2013. 
Then 10 companies projected market 
share above the 5% level.

In 2011, only two companies expect 
market share to fall by 2014.

One large foreign life insurer pointed 
out that the 5% market share figure is 
misleading because a lot of domestic 
insurers sell single premium products 
through the bank channel. He argued 
that market share could be raised to 
10% by 2014.

Another European insurer predicted 
that a number of foreign insurers will 
go local and market share would drop 
to 3%.

Several commented on the impact that 
the bank insurance subsidiaries will 
have on the overall market and how 
this will affect the foreign joint 
ventures’ market share.

Expected market share percentage by 2013/2014

Based on responses from 18 life companies in 2011 and 20 life companies in 2010
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Q Can you predict the 
market share of the 
foreign property and 
casualty insurers in 2014?

The majority of foreign property and 
casualty insurers expect little 
movement on the current 1% level.

One participant commented that the 
overall pie is growing but there have 
been many new domestic entrants. If 
MTPL opened up, one American 
insurer predicted market share 
increasing to 1.5%; while a Japanese 
insurer forecasted a raised to 8% to 
10% (Territorial restrictions being 
relaxed is being envisaged.)

A European insurer said there was 
little hope of market share gains if the 
foreign companies were only opening 
one branch per year as compared to 
domestic companies’ expansion of five 
to ten branches per year.

Expected market share percentage by 2013/2014

Based on responses from 9 P&C companies in 2011 and 10 P&C companies 
in 2010
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Q Can you score your life 
company’s level of success 
in the following markets 
in 2011?

The foreign life insurers recorded their 
level of success across seven different 
product lines on a scale of one to five 
where five reflects greatest success.

In only one of these seven categories 
was the score higher in 2011 versus 
that of 2010. Traditional life insurance 
products scored 3.5 in 2001 versus that 
of 3.4 last year.

As a result, the 2011 product success 
line falls inside the 2010 line and 
inside three of the success scores for 
2009. (ILP (investment linked 
products), personal accident and group 
accident and health).

Figures in brackets represent the number of respondents in 2011

1

2

3

4

Group-Accident & Health (13)

Group Life (13)

Personal accident (14)

Health insurance (16)

Life insurance
– protection (15)

Life insurance
– ILP (16)

Life insurance
– Traditional (17)

2010
2009
Standard

2011
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The product line that recorded greatest 
success in 2011 is also the one that is 
predicted to be seen as the most 
important market by 2014.

However, ILP, insurance protection 
and health insurance also generate 
values that suggest they would be 
important activities over the next three 
years.

1

2

3

4

Group – Accident & Health (13)

Group – Life (14)

Personal accident (14)

Health insurance (17)

Life insurance
– protection (17)

Life insurance-ILP (18)

Life insurance – Traditional (18)
2014

Q Can you score the level of 
importance the following 
markets will have to your 
life company in 2014?

Figures in brackets represent the number of respondents
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The property and casualty insurers 
recorded higher success scores over 
2010 in six areas – personal accident, 
auto insurance, enterprise property 
homeowners insurances, cargo and 
employers’ liability.

There were quite dramatic changes in 
scores for areas such as Directors and 
Officers, professional indemnity, 
products liability and public liability.

Q Can you score your 
property and casualty 
company’s level of success 
in the following markets 
in 2011?

Figures in brackets represent the number of respondents in 2011

1

2

3

4
Directors and Officers (5)

Professional indemnity (5)

Public liability (8)

Products liability (9)

Employers liability (8)

Group – Accident & Health (4)

Cargo, Transportation (9)

Homeowners (7)

Enterprise Property (10)

Auto insurance (4)

Personal accident (7)

Health insurance (3)

2010
2009

2011

Standard



68 Foreign insurance companies in China 2011

1

2

3

4Directors and Officers (6)

Professional indemnity (6)

Public liability (10)

Products liability (10)

Employers liability (9)

Group – Accident & Health (5)

Cargo, Transportation (10)

Homeowners (8)

Enterprise 
Property (9)

Auto insurance (8)

Personal accident (9)
Health insurance (3)

2014

Q Can you score the level of 
importance the following 
markets will have to your 
property and casualty 
company in 2014?

Looking forward three years ahead, it 
is clear that the foreign insurers are 
particularly interested in auto 
insurance, Group accident and health 
and cargo and transportation 
insurance.

Auto insurance generated a score of 4.8 
out of 5 based on responses from eight 
companies.

Figures in brackets represent the number of respondents
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Joint 
venture

Organic 
growth

Acquisition

Joint 
venture

Organic 
growth

 Q What is your insurance 
company’s primary 
method of expansion in 
China?

The primary method of expansion for 
the life insurers continues to be 
organic growth.

Only one company selected joint 
venture as its growth option, implying 
that it intended to expand by exploring 
further joint venture options. This 
selection matches responses received 
in both 2009 and 2010.

Based on responses from 18 life companies

Based on responses from 10 P&C 
companies

The property and casualty companies 
also selected organic growth as their 
primary method of expansion, 
although one company chose 
acquisition and another, forming joint 
ventures.

In the 2010 report two companies 
selected acquisition.



70 Foreign insurance companies in China 2011

Q What is your estimate 
of the annual growth in 
premiums of your life 
company for 2011 and 
over the next three years?

In 2011, the 18 life companies 
interviewed anticipated revenue 
growth ranging from zero to 120%. 

There were three companies in the 
20% range, four in the 30% range and 
two in the 40% range. The two 
companies that recorded zero annual 
growth in 2011 hope to grow by 20% 
and 50% in 2014. The two fastest 
growing companies at 120% plan to 
maintain high growth at 60% and 80% 
in 2014. The two companies 
anticipating 70% growth in 2011 
expect to continue this until 2014.

By 2014, only one company anticipated 
growth below 20%. Twelve of the 18 
companies envisage growth above 30% 
in 2014 and seven of these will be 
above 50%.

As a result, despite the unsettled 
relationships that exist in many joint 
ventures, the foreign insurers still 
predict buoyant and sustained growth 
in China.
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Based on responses of 18 Life companies

One company expects a significant decline in premiums in 2011 and 
unable to predict for 2014
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Q What is your estimate 
of the annual growth in 
premiums of the industry 
for 2011 and over the next 
three years?

Participants were asked to comment on 
the growth prospects for the insurance 
industry over the next three years. The 
scale on the two charts below 
demonstrates that the industry is not 
expected to grow at a pace faster than 
40% by any of the participants.

For the life companies, the highest 
industry rate is predicted at 30% in 
both 2011 and 2014. Eleven companies 
predicted 10% to 20% growth for 2011 
and 15 companies predict 10% to 20% 
growth for 2014.

Life insurance industry

Property and casualty insurance industry

Eight of the ten property and casualty 
companies predicted 10% to 20% 
growth in 2011. Seven companies fall 
into the 10% to 20% industry 
projection for 2014.

For both the life and property and 
casualty predictions, the individual 
company responses far exceed the 
prediction made for the industry as a 
whole.

Expected annual growth rate in 2014

Based on responses of 18 Life companies

Expected annual growth rate in 2014

Based on responses of 10 P&C companies
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Q Has there been a change 
in emphasis in the 
industry in 2011 away 
from sales growth?

In the 2010 report, one-third of the life 
companies suggested that there was a 
trend away from emphasis on sales and 
more towards profitability.

In 2011, only three of the 18 life 
companies believed this to be true. 
These respondents cited the large 
listed domestic companies but did not 
believe it to be true of the smaller 
domestic companies.

On the property and casualty side, four 
of the ten companies said the emphasis 
was away from sales, but this was a 
reduction from seven companies in 
2010. Those identifying the trend said 
it was CIRC influenced and again was 
more evident in the large domestic 
companies.

Life insurance companies

Property and casualty insurance 
companies

Based on responses from 21 life companies 
in both 2010 and 2011

Based on responses from 10 P&C 
companies in 2010 and 2011

No
Yes

2010

2011

No Yes

2010

2011
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Q In which areas do 
you anticipate tighter 
regulation on foreign 
insurance companies? 

The life companies expect tighter 
regulation in the following areas:

•  Sales and administration

•  Corporate governance

•  Capital governance

•  Capital and risk management

•  Financial compliance and reporting

•  Possibly on branch expansion

•  Salary and bonus payments to senior 
executives

The property and casualty companies 
mentioned the following areas:

•  Greater emphasis on in price 
structures

•  CIRC review of expenses

•  Corporate governance

•  Employee protection

•  Solvency

•  Control of intermediaries

•  CIRC control on travel insurance

•  Cash before cover (This means that 
insurance cannot be confirmed until 
premium has been paid. This policy 
was first applied to Motor and Group 
Personal Accident in Guangdong but 
it is being rolled out nationwide and 
will extend to non-motor lines.)
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Q Have there been 
disagreements between 
your insurance company 
and the Tax Bureau?

Business Tax

Income Tax

The level of disagreement with the Tax 
Bureau receded further in 2011. The 
number of companies citing business 
tax disagreements fell from nine to 
two.

For income tax the number of 
disagreements with the Tax Bureau 
declined from five companies in 2010 
to just one company in 2011.

No comment

No

Yes

2009

2010

2011

No comment

No

Yes

2009

2010

2011

Based on responses from 28 companies 
in 2011, 31 companies in 2010 and 29 
companies in 2009

Based on responses from 27 companies 
in 2011, 31 companies in 2010 and 29 
companies in 2009
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Q Are there tax rules you 
would like to see changed? 

Areas where the participants believe to 
have scope for changes in the taxation 
policy:

Life companies

• Inheritance tax

• Definition of allowable expenses

• Insurance agents are taxed and then 
businesses are taxed

• Tax incentives are needed to 
encourage consumers to buy 
annuities

• Only 10% of premium paid can be 
deducted; this affects distribution 
and discourages some channels

• Tax deferral needed for pension 
schemes

• A 401K type scheme

Property and casualty companies

• Incentives needed to encourage 
agricultural insurance e.g. crop 
insurance, basic health and accident

• One property and casualty company 
said it had a disagreement with the 
Tax Bureau on export product 
liability insurance

• It said the policy is issued in US 
dollars and the customers pays in US 
dollars but the local tax office insists 
it must be issued in RMB

• Another property and casualty 
company said that the tax on marine 
premium had been waived for 
Shanghai but this should be applied 
nationally

Life companies

Property and casualty companies

Based on responses from 10 companies 
in 2011, 10 companies in 2010 and 9 
companies in 2009

Based on responses from 16 companies 
in 2011, 21 companies in 2010 and 20 
companies in 2009

No

No comment

No
Yes

2009

2010

2011

No comment

No
Yes

2009

2010

2011
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Q Would you like to see the 
50% ownership restriction 
removed? 

All 18 of the life insurance companies 
would like to see the 50% ownership 
restriction removed. This is a stronger 
level of support than in 2010 when four 
companies said “no”. The reason for 
this was that these companies believed 
they had a competitive advantage 
because of their positive relationship 
with the domestic partner.

The respondents were asked to 
consider in what time frame a change 
in ownership policy might occur.

There has been a slight shortening of 
the horizon in 2011 versus 2010. Those 
predicting beyond 10 years has fallen 
from six companies to two companies. 
The next 10 years category has picked 
up two companies as has the next five 
years. These changes are minor and 
the participants continue to believe 
that ownership changes in the joint 
venture companies will remain for the 
foreseeable future.

No comment

No
Yes

2009

2010

2011

Based on responses from 18 life companies, 
21 life companies in 2010 and 20 life 
companies in 2009

Based on responses from 18 life companies, 19 life companies in 2010 and 20 life 
companies in 2009

0 1 2 3 4 5 6 7 8 9

Beyond 10 years

Next 10 years

Next 5 years

Next 3 years

Number of companies

2009

2010

2011
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Q How effective will the 
new CIRC policy of 
self declaration be on 
compliance breaches?

The self declaration policy whereby 
companies admit to breaches of 
compliance to the CIRC has gained 
acceptance among the foreign insurers. 

All 28 participants responded to this 
question and 14 companies viewed the 
policy as effective and two companies 
very effective.

Based on responses from 28 companies in 2011
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Shanghai plans to build insurance exchange

SHANGHAI – Shanghai has applied for central government approval of its 
plans to build an insurance exchange, according to one of the people 
responsible. The move marks another step in the eastern financial hub’s drive 
to become an international financial center by 2020.

Xu Wenhu, director of the Insurance Research Center in Fudan University and 
head of the research group for the proposed exchange, said on Thursday that 
the municipal government recently completed preliminary work on the plan 
and had submitted it to the State Council. The city’s intention to establish the 
exchange first surfaced in June last year, when the deputy-mayor, Tu 
Guangshao, told the Third Lujiazui Forum that Shanghai is “conducting 
research and working on a plan to establish a market for insurance products 
with the support of the central government.” Tu said at a forum on June 25 
that the exchange will be a major market for reinsurance products.

Participants will “probably” include foreign insurers, Xu told China Daily on 
Thursday, but declined to provide further details because they are still subject to 
alteration by the central government. However, a report in the Security Times on 
Thursday said the exchange will initially trade liability insurance, reinsurance, 
and property and group life insurance products. It will offer risk securitization 
products, catastrophe bonds and insurance derivatives, to spread the risk from 
the insurance market to the securities market, at a later date.

Life insurance, property insurance, reinsurers and insurance brokers will be 
among the main participants in the proposed exchange, according to the 
report. Shanghai has vowed to become an international financial center by 
2020, but the development of the city’s insurance industry – one of the three 
pillars of the modern financial industry – lags behind activity in banking and 
securities. Fudan University’s research director Xu said the exchange, if 
established, will be a watershed in the development of the industry.

“The insurance exchange is one of the most important components in the city’s 
plan to become an international financial center,” he said. “Innovation in the 
trading system for insurance products will drive forward the overall 
development of Shanghai’s insurance industry.”

Two shipping insurance centers were set up in December, providing a boost to 
insurance services in the city. The Shanghai-based China Pacific Insurance 
(Group) Company Limited unveiled a shipping insurance center on Dec. 30 to 
provide insurance services covering vessels, cargo transportation, maritime 
energy, port property and marine liabilities. A similar body was launched a 
day earlier by PICC Property and Casualty Company Limited, a subsidiary of 
the People’s Insurance Company (Group) of China Limited.

The number of insurance companies in Shanghai increased to 110 at the end of 
2010 from 100 a year earlier, according to figures released by the Shanghai 
Bureau of the China Insurance Regulatory Commission.

Source: China Daily/Asia News Network, 21 February 2011
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Life insurance –  
Investment-linked

The success is rated by a simple scoring 
method of awarding three points to 
first place, two points to second place 
and one point to third place. This 
allowed the foreign insurance 
companies to be ranked based on a 
total score. Ranking was restricted to 
foreign companies only.

Foreign insurance companies were 
asked not to record an opinion unless 
they were active in that segment and 
were comfortable in providing an 
accurate ranking in terms of success 
(performance, presence and 
momentum) as opposed to mere size.

They were not permitted to rank their 
own institution. Often, foreign 
insurance companies would choose 
just to indicate first or second places.

These rankings are based on the views 
given by the senior executives in the 
foreign insurance companies.

First Second Third Score Change

CITIC Prudential 7 1 1 24 

AXA MinMetals 1 3 2 11 

Manulife-Sinochem 2 2 10 

Aviva-COFCO 1 1 3 8 

Old Mutual Guodian 2 2 8 

Metlife 1 2 7 

AIA 2 1 5 

Allianz Life 1 1 5 

CIGNA 1 3 

Generali 1 2 

Huatai Life 1 1 

Based on 16 foreign insurance companies 

Q Can you name the top 
three foreign insurance 
companies in terms of 
success (performance, 
presence, momentum, 
etc.) across a variety of 
different markets?

First Second Third Score Change

AIA 9 1 28 

Manulife-Sinochem 3 4 2 19 

CITIC Prudential 2 3 12 

Aviva COFCO 4 1 9 

Generali 1 3 6 

Metlife 1 1 1 6 

Huatai Life 1 2 4 

CIGNA 1 3 

AXA MinMetals 1 1 

Based on 17 foreign insurance companies 

Life insurance – 
Traditional savings
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First Second Third Score Change

AIA 10 30 

Manulife-Sinochem 2 6 18 

CITIC Prudential 1 1 2 7 

CIGNA 1 1 1 6 

Aviva-COFCO 1 3 5 

Generali 1 1 5 

AXA MinMetals 1 1 

Based on 15 foreign insurance companies 

Life insurance – Protection

First Second Third Score Change

AIA 7 21 

Manulife-Sinochem 1 2 1 8 

CIGNA 1 2 7 

Aviva-COFCO 2 1 5 

CITIC Prudential 1 2 4 

Metlife 1 3 

AXA MinMetals 1 1 

Based on 10 foreign insurance companies 

Health insurance

First Second Third Score Change

AIA 5 2 19 

Chartis 6 18 

Manulife-Sinochem 3 1 1 12 

CIGNA 2 2 10 

CITIC Prudential 2 1 5 

Aviva-COFCO 2 4 

Liberty Mutual 2 4 

RSA 1 1 3 

Generali 2 2 

AXA Winterthur 1 1 

Chubb 1 1 

Samsung Fire & Marine 1 1 

Based on 16 foreign insurance companies 

Personal accident insurance
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First Second Third Score Change

Liberty Mutual 8 24 

Hyundai 1 1 5 

Samsung Fire & Marine 1 1 3 

Allianz P&C 1 2 

Tokio Marine 1 2 

Mitsui Sumitomo 1 1 

Based on nine foreign insurance companies 

Auto insurance

First Second Third Score Change

Chartis 3 1 11 

Mitsui Sumitomo 1 1 5 

Zurich 1 3 

Allianz P&C 1 3 

AXA Winterthur 1 3 

Tokio Marine 1 3 

Chubb 1 2 

Generali 1 2 

Sompo Japan 1 2 

Based on eight foreign insurance companies 

Enterprise property insurance

First Second Third Score Change

RSA 2 1 8 

Chartis 2 6 

AXA Winterthur 1 1 5 

Liberty Mutual 1 3 

Allianz P&C 1 2 

Zurich 1 1 

Based on six foreign insurance companies 

Homeowner insurance

First Second Third Score Change

Chartis 5 1 17 

Tokio Marine 2 2 10 

Mitsui Sumitomo 1 1 2 7 

Allianz P&C 1 1 5 

RSA 1 2 

Zurich 1 2 

Chubb 1 1 

Based on nine foreign insurance companies 

Cargo, transportation insurance
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First Second Third Score Change

Generali 9 1 28 

Aviva-COFCO 1 5 1 14 

AIA 1 2 1 8 

CITIC Prudential 1 1 5 

Heng An Standard 1 3 

AXA MinMetals 1 2 

Manulife-Sinochem 1 2 

AEGON CNOOC 1 1 

Based on 13 foreign insurance companies 

Group life insurance

Group accident and health 
insurance

First Second Third Score Change

Generali 7 21 

Aviva-COFCO 1 6 1 16 

AIA 2 2 10 

CITIC Prudential 2 6 

Manulife-Sinochem 1 2 

AXA MinMetals 1 1 

Heng An Standard 1 1 

Based on 12 foreign insurance companies 

Customer relationships First Second Third Score Change

AIA 5 2 17 

CITIC Prudential 2 2 2 12 

Chartis 2 1 8 

Samsung Fire & Marine 1 2 7 

Generali 2 6 

Tokio Marine 2 6 

Manulife-Sinochem 2 1 5 

Aviva-COFCO 2 1 5 

Chubb 1 1 5 

Allianz Life 1 2 

Sompo Japan 1 2 

Mitsui Sumitomo 2 2 

Based on 15 foreign insurance companies 



86 Foreign insurance companies in China 2011

Geographic expansion First Second Third Score Change

Aviva-COFCO 6 2 1 23 

CITIC Prudential 4 4 1 21 

Chartis 5 1 16 

Manulife-Sinochem 2 3 1 13 

Generali 1 3 6 

Sompo Japan 2 6 

Liberty Mutual 2 4 

Metlife 1 1 3 

Allianz Life 1 1 3 

Cathay Life 1 3 

RSA 1 1 3 

Huatai Life 2 2 

Samsung Fire & Marine 1 2 

Tokio Marine 1 2 

Mitsui Sumitomo 2 2 

Sino French 1 2 

Based on 21 foreign insurance companies 

Innovation First Second Third Score Change

AXA MinMetals 3 3 1 16 

Chartis 5 15 

CIGNA 2 1 8 

AIA 1 2 5 

Aviva-COFCO 1 1 5 

Metlife 1 1 5 

CITIC Prudential 1 3 

Chubb 1 3 

Samsung Fire & Marine 1 3 

Manulife-Sinochem 1 2 

Generali 1 2 

RSA 1 2 

Zurich 1 2 

Mitsui Sumitomo 1 1 

Based on 16 foreign insurance companies 
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Distribution effectiveness First Second Third Score Change

AIA 5 1 17 

CITIC Prudential 3 3 15 

Chartis 4 1 14 

CIGNA 2 1 1 9 

Aviva-COFCO 3 2 8 

Manulife-Sinochem 1 2 7 

Metlife 1 2 5 

Generali 1 2 5 

Liberty Mutual 1 1 5 

Huatai Life 1 2 

Samsung Fire & Marine 1 2 

Chubb 1 1 

Based on 18 foreign insurance companies 

Marketing strategies First Second Third Score Change

AIA 4 2 1 17 

Chartis 4 1 14 

Aviva-COFCO 5 2 12 

CITIC Prudential 2 1 2 10 

CIGNA 2 2 10 

Metlife 3 9 

Liberty Mutual 3 9 

Chubb 2 4 

Generali 1 3 

AXA MinMetals 2 2 

ING BOB 1 2 

Manulife-Sinochem 1 1 

Mitsui Sumitomo 1 1 

Based on 19 foreign insurance companies 

Technically competent staff First Second Third Score Change

AIA 9 1 1 30 

Manulife-Sinochem 2 5 1 17 

Chartis 5 1 17 

CITIC Prudential 1 3 1 10 

Metlife 1 1 5 

Chubb 1 1 5 

Aviva-COFCO 3 3 

AXA MinMetals 1 1 3 

Allianz P&C 1 3 

Zurich 1 3 

Generali 1 2 

Tokio Marine 1 2 

RSA 1 1 

Based on 21 foreign insurance companies 
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Brand awareness First Second Third Score Change

AIA 11 33 

Chartis 8 24 

CITIC Prudential 1 4 1 12 

Aviva-COFCO 1 3 5 

Manulife-Sinochem 2 4 

Chubb 1 1 4 

Tokio Marine 2 4 

Generali 1 1 3 

Metlife 1 2 

Huatai Life 1 2 

Samsung Fire & Marine 1 2 

Liberty Mutual 1 2 

RSA 1 2 

Zurich 1 2 

ING BOB 1 2 

AXA MinMetals 1 1 

Allianz Life 1 1 

Allianz P&C 1 1 

Based on 21 foreign insurance companies 

Corporate social responsibility First Second Third Score Change

AIA 3 1 10 

Manulife-Sinochem 2 6 

Chartis 2 6 

Zurich 1 1 5 

Aviva-COFCO 2 4 

Generali 2 4 

CITIC Prudential 3 3 

Huatai Life 1 3 

Allianz Life 1 3 

Metlife 1 2 

Samsung Fire & Marine 1 2 

Mitsui Sumitomo 1 1 

Based on 10 foreign insurance companies 
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Previous experience has shown that personal interviews with senior executives 
using a standard questionnaire offers the best research approach. The 
questionnaire contained 50 questions and was completed during interviews of 
approximately one hour. The author conducted interviews in August and 
September 2011 in Beijing, Shanghai, Guangzhou, Chengdu and Chongqing.

Responses have not been attributed in this report to individual foreign insurance 
companies. On occasion separate results have been shown for life companies and 
property and casualty companies.

At times, individual foreign insurance companies declined to answer particular 
questions or were unable to provide sufficiently accurate data. This is noted 
where applicable.

The time commitment, cooperation and support by all the foreign insurance 
companies in this survey was outstanding..

About the author
Dr Brian Metcalfe is an associate professor in the Business School at Brock 
University, Ontario, Canada. He has a doctorate in financial services marketing 
and has researched for and produced many reports, such as this one, on behalf of 
PwC firms in 14 different countries including Australia, Canada, China, India, 
Japan and South Africa.

Previous reports have examined strategic and emerging issues in corporate, 
investment and private banking, life and property and casualty insurance, 
insurance broking, and wealth management.

He authored the reports Foreign Banks in China (June 2011) and Foreign Fund 
Management Companies in China (September 2011).

He has consulted for a wide range of organisations, including Royal Bank of 
Canada, Scotiabank, Barclays Bank, Sun Life Insurance Company, Equitable Life 
of Canada and several major consulting firms.

He has also taught an executive management course entitled “Financial Services 
Marketing” in the Graduate School of Business at the University of Cape Town.

Methodology
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Life insurance companies City Country of foreign 
partner

AEGON-CNOOC Life Insurance Company Limited Shanghai Netherlands

American International Assurance Company Limited Shanghai USA

Allianz China Life Insurance Company Limited Shanghai Germany

Aviva-COFCO Life Insurance Company Limited Shanghai Britain

AXA-Minmetals Assurance Company Limited Shanghai France

CITIC Prudential Life Insurance Company Limited Guangzhou Britain

Generali China Life Insurance Company Limited Beijing Italy

Great Eastern Life Assurance China Company 
Limited 

Chongqing Singapore

Heng An Standard Life Insurance Company Limited Tianjin Britain

HSBC Life Insurance Company Limited Shanghai Britain

Huatai Life Insurance Company Limited Beijing USA

ING BOB Dalian Netherlands

Manulife-Sinochem Life Insurance Company Limited Shanghai Canada

MetLife Insurance Company Limited Shanghai USA

Old Mutual Guodian Life Beijing Britain

Samsung Air China Life Insurance Company Limited Shanghai Korea

Sino-French Insurance Beijing France

SunLife Everbright Life Insurance Beijing Canada

Property and casualty insurance companies City Country of 
foreign partner

Allianz Insurance Company Guangzhou Germany

AXA General Insurance China Limited Shanghai France

Chartis Insurance Shanghai USA

Chubb Insurance Shanghai USA

Groupama Chengdu France

Liberty Mutual Insurance Company Limited Chongqing USA

Mitsui Sumitomo Insurance Company Limited Shanghai Japan

RSA Insurance Company Limited Shanghai Britain

Tokio Marine & Nichido Fire Insurance Company Limited Shanghai Japan

Zurich Insurance Company Beijing Switzerland

Participants 
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 Company Name Premium 
Income  
Jan-Sept 2011  
(RMB million)

China Life ¥264,216.70

Ping An Life ¥93,946.07

CIPC ¥74,528.03

New China Life ¥74,360.82

PICC Life ¥56,441.32

Taikang Life ¥54,465.16

Taiping Life ¥24,263.27

Sino Life ¥19,080.72

Sunshine ¥12,617.30

China Life (old business) ¥9,914.20

Union Life ¥7,979.53

Minsheng Life ¥7,753.68

China Post Life ¥5,314.10

Huaxia Life ¥4,240.39

Ping An Annuity ¥4,051.82

Happy Life ¥3,734.98

PICC Health ¥3,557.82

Guohua Life ¥2,649.05

Sun Life Everbright ¥2,626.19

Greatwall Life ¥2,517.54

Jiahe Life ¥2,379.35

Sinatay Life ¥1,756.46

Aeon Life ¥1,268.65

CCB Life ¥623.46

Tian An Life ¥540.44

Yingda Taihe Life ¥525.88

Taiping Pension ¥407.65

Dragon Life ¥311.86

Ping An Health ¥88.32

Li An Life ¥87.18

Anbang Life ¥84.84

Kunlun Health ¥45.59

Zhongrong Life ¥7.53

Reward ¥1.26

Changjiang Pension NA

China Life Pension NA

Taikang Pension NA

Source: CIRC

Premium income for domestic life insurance companies, September 2011 
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Premium income for foreign life insurance companies, September 2011

Company Name Premium 
Income  
Jan-Sept 
2011  
(RMB million)

AIA ¥5,914.43

Generali China Life ¥2,776.27

Aviva-Cofco Life ¥2,717.90

CITIC-Prudential Life ¥2,601.96

Huatai Life ¥2,520.93

Metlife ¥2,079.63

Manulife-Sinochem Life ¥1,583.43

CIGNA & CMC Life ¥1,397.95

AXA-MinMetals ¥1,291.78

ING BOB ¥1,090.10

AEGON-CNOOC Life ¥863.04

Allianz China Life ¥736.25

Heng An Standard Life ¥664.18

BoComm Life ¥421.57

Cathay Life ¥369.40

Haier Meiji Yasuda Life ¥344.41

Samsung Air China Life ¥257.82

Great Eastern Life (China) ¥212.90

HSBC Life ¥207.11

Nissay-Greatwall Life ¥195.04

Shin Kong – HNA Life ¥140.13

King Dragon Life ¥116.33

Sino-French Life ¥48.57

Old Mutual Guodian ¥28.36

Source: CIRC
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Premium income for domestic property and casualty insurance 
companies, September 2011

Company Name Premium Income  
Jan-Sept 2011  
(RMB million)

PICC ¥132,609.38

Ping An ¥61,585.90

CIPC ¥46,723.12

China United Property ¥16,067.66

CICC (China Continent Property & Casualty Insurance) ¥12,402.41

China Life Property & Casualty ¥11,748.85

Sunshine Property & Casualty ¥9,694.73

Sinosure ¥6,611.16

Tianan ¥6,190.53

ABCC ¥5,517.50

Yong An Property ¥4,889.15

Taiping ¥4,295.32

Alltrust ¥4,124.66

Sinosafe ¥3,519.02

Tianping Auto ¥2,854.18

Yingda Taihe Property ¥2,616.70

Du-bang ¥2,537.97

Anhua Agricultural ¥2,381.18

Bank of China ¥2,030.73

Sunlight Agricultural Mutual ¥1,566.16

Min An ¥1,533.38

Chang An Property & Liability ¥1,372.60

Dazhong ¥1,330.75

Zheshang ¥1,315.36

Ancheng Property & Casualty ¥1,300.34

Guoyuan Agricultural ¥1,211.02

ZKing ¥1,105.77

Bohai Property ¥1,100.50

Dinghe ¥1,020.93

Cinda ¥784.99

Anxin Agricultural ¥575.35

China Huanong Property & Casualty ¥158.92

Jintai ¥72.69

China-Coal ¥33.98

Taishan ¥21.20

UrTrust ¥11.53

Source: CIRC
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Premium income for foreign property and casualty insurance 
companies, September 2011

Company Name Premium 
Income  
Jan-Sept 
2011 (RMB 
million)

Chartis (AIG) ¥827.81

Liberty Mutual Chongqing ¥366.16

Tokio Marine & Nichido 
Fire

¥361.12

Mitsui Sumitomo ¥334.43

Samsung Fire & Marine ¥328.87

Allianz ¥301.61

AXA P&C ¥191.26

Zurich ¥189.23

Sompo Japan ¥187.76

Generali China ¥181.50

Chubb ¥122.67

Cathay ¥120.99

Royal & SunAlliance ¥112.25

Hyundai (China) ¥81.63

LIG ¥49.90

Groupama SA Chengdu ¥33.29

Aioi ¥32.17

NIPPONKOA ¥27.56

Fubon ¥27.33

XL ¥3.38

Source: CIRC
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Foreign insurance company Background comments††

AEGON-CNOOC Life Insurance 
Company Limited

900 employees

www.aegon-cnooc.com

Established in May 2002 and headquartered in Shanghai, AEGON-CNOOC Life Insurance Company 
Limited is a 50/50 joint venture between AEGON Group and China National Offshore Oil Corporation 
(CNOOC).

Its registered capital increased twice in December 2010 and April 2011 to the current amount of RMB 
1800 million. AEGON-CNOOC started its life insurance business in Shanghai, China in May 2003. By 
2010 it operates in eight provincial level areas in China. In December 2009 a new company logo was 
introduced.

Allianz China Life Insurance 
Company Limited

1,037 employees

www.allianz.com.cn

Allianz China Life Insurance Company Limited. was the first European life insurance joint venture 
established in China. It officially opened in Shanghai on January 25th, 1999. The company is jointly 
invested by the German financial conglomerate Allianz AG and CITIC Trust & Investment Company 
Limited. of China. They hold 51% and 49% share respectively. In September 2009, Allianz China 
increased its registered capital to RMB 2 billion. The company has established eight branches with 
over 60 sales service centers, and cooperates with more than 10 bank partners.

American International 
Assurance Company Limited

2,400 employees

 
www1.aia.com.cn

American International Assurance Company, Limited (AIA), a wholly-owned subsidiary of American 
International Group, Inc. (AIG), has been serving Asia for over 75 years since its inception in 1931 in 
Shanghai. 

In 1992, AIA was the first foreign organisation to be granted an insurance license in China. 
Headquartered in Hong Kong, AIA has branch offices, subsidiaries and affiliated companies in China 
in the following cities, Beijing, Dongguan, Foshan, Jiangmen, Guangzhou, Shanghai, Shenzhen and 
Suzhou. In 2003 AIG companies acquired a 9.9% stake in PICC P&C’s outstanding share capital at its 
Initial Public Offering in Hong Kong, and reached a co-operative agreement with PICC P&C to develop 
the accident and health insurance market in China.

AVIVA-COFCO Life Insurance 
Company Limited

1,478 employees

www.aviva-cofco.com.cn

AVIVA-COFCO Life Insurance Company Limited (ACL) is a joint venture between AVIVA PLC and 
COFCO group, the largest oils and food importer and exporter in China and a leading food 
manufacturer. ACL commenced operation in Guangzhou in January 2003. 

By 2011, ACL’s business had expanded into 11 provinces and 40 major cities. Its current registered 
capital is about RMB 2746 million. 

AXA-Minmetals Assurance 
Company Limited

600 employees

www.axa-minmetals.com.cn

AXA-Minmetals Assurance Company Limited is a joint venture of AXA Group and Minmetals Group. It 
was the first Sino-French insurance company in China and also the first life insurer to be approved by 
China Insurance Regulatory Commission after the CIRC was established. The company was 
established in Shanghai in June 1999 with a current registered capital of RMB 2105 million.

†† The background comments were taken from CIRC and the respective foreign insurance companies’ websites in September 2011

Background comments on participants 
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CITIC-Prudential Life Insurance 
Company Limited

 
2,000 employees

 
www.citic-prudential.com.cn

CITIC-Prudential Life Insurance Company Limited was the first Sino-British joint venture life insurance 
company when it was established in Guangzhou in October 2000. CITIC-PRU is jointly owned by 
China International Trust and Investment Corporation and Prudential UK PLC. CITIC-PRU has a 
registered capital of RMB 2.115 billion, in which CITIC and Prudential PLC each hold 50%.

By the end of 2009, its business had expanded to 12 provincial areas and 35 cities.

Generali China Life Insurance 
Company Limited 

 
1,300 employees

www.generalichina.com

Generali China Life Insurance Company Limited is a joint-venture between Assicurazioni Generali 
S.p.A. (Generali) and China National Petroleum Corporation (CNPC). The company was approved by 
the China Insurance Regulatory Commission on January 2002. 

It was the first Sino-foreign joint-venture insurance company approved for operation by the Chinese 
authorities after China joined the World Trade Organization. In February 2006, the company moved its 
headquarters from Guangzhou to Beijing. In December 2008, the company increased its registered 
capital from RMB 1.9 to 2.7 billion. As a result, it has the largest registered capital and assets under 
management among all foreign life insurance companies in China

Great Eastern Insurance 
Company Limited 

 
500 employees

www.lifeisgreat.com.cn

Established in 1908, Great Eastern Life Assurance is the oldest and most established life insurance 
company in Singapore and Malaysia. It is a fully-owned subsidiary of Great Eastern Holdings Ltd, the 
largest insurance group in Singapore and Malaysia with about S$54 billion in assets. Great Eastern is 
a subsidiary of OCBC Bank. 

Set up in May 2006 by the Chongqing Government, Chongqing Land Properties Group is a state-
owned enterprise under the Chongqing People’s Municipal Government, and is the only foreign life 
insurance company headquartered in western China. The company offers life, health, accidental death 
& dismemberment insurances for both individuals and groups to the Chinese market. Each partner 
contributed 50 per cent to its registered capital of RMB 1 billion.

Heng An Standard Life 
Insurance Company Limited

1,000 employees

www.hengansl.com

Heng An Standard Life Insurance Company Limited (HASL) is a joint venture life insurance company 
established by Standard Life Assurance and Tianjin TEDA Investment Company Limited with 
headquarters in Tianjin since December 2003.

By October 2011, the registered capital of HASL was RMB 1.712 billion, of which each shareholder 
owns 50%. 

The main business of HASL includes personal insurance for foreigners and domestic individuals, 
reinsurance and group insurance.

Heng An Standard Life had been in advanced negotiations with Bank of China to sell a majority stake 
to Bank of China but in late 2010 the deal was terminated. At that time Standard Life issued a brief 
statement to the London Stock Exchange, saying: “It has not proved possible for the parties to reach 
agreement. Standard Life will continue to develop Heng An Standard Life in partnership with its 
existing joint venture partner”.

†† The background comments were taken from CIRC and the respective foreign insurance companies’ websites in September 2011

Background comments on participants 
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HSBC Life Insurance Company 
Limited

260 employees

www.insurance.asiapacific.hsbc.
com

In the third quarter of 2009, HSBC Insurance (Asia) Limited launched a jointly held insurance company 
with Beijing-based National Trust, which is a privately held trust company to offer asset management, 
investment banking, wealth management and direct investment in China.

HSBC Insurance and National Trust each holds 50 per cent and it has a registered capital of RMB 675 
million, funded equally by both shareholders. Headquartered in Shanghai, the joint venture is granted 
to operate Life, Health and Personal Accident insurance and re-insurance.

Huatai Life Insurance Company 
Limited

 
2,300 employees 

www.huatailife.com

Huatai Life Insurance Company Limited is the first nationwide life insurance company in China 
incorporated by a property & casualty insurance company. Its parent company, Huatai Insurance, is 
the first nationwide joint-stock property insurance company in China which American based ACE 
Group is the biggest shareholder. Huatai Life formally commenced its business on May 2005. 

Headquartered in Beijing, the business scope of Huatai Life includes life insurance, health insurance, 
accidental injury insurance etc., and related reinsurance business and insurance assets management. 
Its current registered capital is RMB 1807.5 million.

ING BoB Life Insurance 
Company Limited

 
760 employees

www.ingboblife.com.cn

Formerly ING Capital Life. The company was established in 2002. 

The domestic partner changed in July 2010 and it is now a joint venture between ING Insurance and 
Bank of Beijing with each of them holding 50% stakes. ING BOB is headquartered in Dalian with a 
registered capital of 1.5 billion RMB in 2011.

Manulife-Sinochem Life 
Insurance Company Limited

 
1,400 employees

www.Manulife-Sinochem.com

Manulife-Sinochem Life Insurance is the first joint venture established in China. It was created by 
Manulife Financial of Canada and Sinochem Corporation in November 1996. Based in Shanghai, the 
joint venture has RMB 1.6 billion registered capital, with 51 percent of ownership belonging to Manulife 
and 49 percent belongs to Sinochem. 

The company has business in 12 provincial areas and over 50 cities. It was the only Life Insurance 
Partner in China providing relevant services to the Beijing 2008 Olympic Games.

MetLife Insurance Company 
Limited

1,000 employees

www.metlife.net.cn

MetLife Insurance Company, was created as a result of Sino US MetLife acquired by United MetLife in 
March 2011, with a registered capital of RMB 1800 million. Shanghai United Investment Company 
Limited holds 50% stakes while MetLife of Connecticut and MetLife hold 27.8% and 22.2% 
respectively.

In 2004 Travellers Life & Annuity, formerly a subsidiary of Citigroup Inc, gained approval from the CIRC 
to set up a life insurance joint venture with Shanghai Alliance Investment – an investment company 
funded by the State-owned Assets Supervision and the Administration Commission of the Shanghai 
Municipal Government. 

In 2005 MetLife acquired Travellers Life & Annuity from Citigroup. The insurer was called United 
MetLife. United MetLife is the first foreign insurance company granted to sell investment linked 
products.

†† The background comments were taken from CIRC and the respective foreign insurance companies’ websites in September 2011

Background comments on participants 
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Old Mutual Guodian Life 
Company Limited 

 
400 employees 

www.oldmutual-guodian.com

Formerly Skandia-BSAM Life Insurance, the company was established as the first life insurance joint 
venture company headquartered in Beijing in January 2004. 

Its shareholders’ are Skandia, a member of the Old Mutual Group, and Guodian Capital Holding 
Company Limited, a member of China Guodian Corporation, with a registered capital of RMB 620 
million, and each partner holds 50%, 

In February 2010 Guodian Capital Holding acquired the stake from the former domestic partner. Since 
then the company’s English name has been rebranded but the Chinese name remains the same.

Samsung Air China Life 
Insurance Company Limited 

 
300 employees

www.samsung-airchinalife.com.
cn

Samsung Air China Life Insurance Company Limited is a joint venture between China National Aviation 
Holding Company and the South Korean company Samsung Life Insurance. 

The company was licensed in May 2005 in Beijing. Its current registered capital is RMB 500 million.

Sino-French Life Insurance 
Company Limited 

30 employees

www.sfli.com.cn

Sino-French Life Insurance is a joint venture between stated owned China Post and French based 
CNP Assurance. 

The company was founded in December 2005 in Beijing, with a registered capital of RMB 200 million 
equally held by the two partners. The premium income of the Sino-French Life was RMB 222 million in 
2010.

Sun Life Everbright Life 
Insurance Company Limited 

 
800 employees 
(not included in report totals)

www.sunlife-everbright.com

Canada’s Sun Life Financial is in a joint venture with China’s Everbright group. It opened for business 
in Tianjin in April of 2002. 

In 2010 the SunLife shareholding was reduced to 25%. This meant that it was just above the normal 
classification of domestic company where the foreign shareholder has a holding of 24.99% or less. In 
September 2011 Sun Life Everbright’s status changed to be formally considered as a domestic 
company. It was interviewed for this survey and its contribution on general market views have been 
included where appropriate. However its statistical details have been excluded in the report’s overall 
participants’ statistics. In the appendix it has been displayed on the domestic company pages.

Sun Life Everbright Life Insurance reported RMB 5.106 billion in premiums for 2010, a 243% year on 
year.

†† The background comments were taken from CIRC and the respective foreign insurance companies’ websites in September 2011

Background comments on participants 
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Allianz Insurance Company

86 employees

www.allianz.cn

Formerly Allianz Insurance Company Guangzhou Branch, Allianz China General Insurance Company 
Limited is a wholly foreign-funded subsidiary insurance company solely owned by Allianz with 
headquarters located in Guangzhou. It commenced operations on February 2003, as Allianz Group’s 
first non-life insurance operation in China. It offers a series of insurance services including property, 
liability, marine, engineering, motor and domestic credit insurance, as well as short-term health 
insurance and accident insurance, for domestic and foreign clients.

In July 2010 with an official approval from the Chinese Insurance Regulatory Commission, Allianz 
Insurance Company Guangzhou Branch was permitted to transform from a branch to a subsidiary.

In Sep 2010, Allianz increased its registered capital from 200 million to 220 million RMB

AXA General Insurance 
Company China Limited

99 employees

www.axa-ins.com.cn

AXA acquired 100% of Winterthur Group in June 2006. 

Winterthur obtained an insurance license to operate a full foreign owned branch in Shanghai in 1997. 
Its business operation is licensed to provide a full range of general insurance products ranging from 
commercial insurance to personal insurance packages for corporations, SMEs and individuals. It has 
a registered capital of 200 million RMB.

Chartis Insurance Company 
China Limited

1,000 employees

www.chartisinsurance.com.cn

Former AIG General Insurance China Limited. Re-branded to the currently English name in July 2009 
globally while the registered Chinese name remained unchanged.

In September 1992, AIG was first granted an insurance license to operate property insurance 
businesses in Shanghai. In 2007, AIG was approved to have fully owned subsidiary in China, with 
branch offices in Beijing, Shanghai, Guangdong Province and the city of Shenzhen. By 2011, Chartis 
has a registered capital of RMB 601 million.

 
Chubb Insurance (China) 
Company Limited

70 employees

www.chubb.com/international/
china

Chubb has operated in China since September 2000 through the establishment of the Shanghai 
branch of its operating insurer, Federal Insurance Company. In 2008, Chubb converted Federal 
Insurance Company Shanghai branch into a wholly foreign owned company with the approval of CIRC. 
It has a registered capital of RMB 220 million.

Groupama SA 

150 employees

www.groupama.com.cn

Groupama SA Chengdu Branch was established in October 2004 and signed a cooperation 
agreement with the Agricultural Bank of China. Its business includes property, health, commercial 
motor, cargo and personal accident insurance. It also became one of the pilot insurance companies 
for political agricultural insurance in Sichuan in 2007. 

In June 2011, Groupama China converted from a wholly foreign insurer to a joint venture, with the 
domestic partner Aviation Industry Corporation of China. Each partner holds 50% stake of the 
company. In the same time, it increased its registered capital from RMB 250 million to RMB 500 
million.

†† The background comments were taken from CIRC and the respective foreign insurance companies’ websites in September 2011

Background comments on participants 
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Liberty Insurance Company 
Limited 

400 employees

www.libertymutual.com.cn

In November 2003, the CIRC granted Liberty Mutual Insurance Company permission to begin 
conducting business in the city of Chongqing. While the largest line of business is motor (on the 
commercial side), the company provides an array of other property and casualty products such as fire, 
cargo, liabilities, homeowners, and personal accident insurance. 

In July 2007, the former Liberty Mutual Chongqing Branch was granted to transform into a wholly 
foreign owned subsidiary in China, and renamed to Liberty Insurance Company Limited. In February 
2010, Liberty increased its registered capital to RMB 355 million and again to 543 million in May 2011. 
Liberty is the only foreign property insurance company based in Chongqing. It has two branches in 
Beijing and Hangzhou, and has been granted to open another one in Guangzhou in 2011. 

Mitsui Sumitomo Insurance 
(China) Company Limited

330 employees

www.ms-ins.com.cn

Created from a merger in 2001. Mitsui Sumitomo Shanghai Branch was established in May 2001, and 
became the second 100% Japanese-owned insurance company in China. In September 2007, the 
Shanghai branch was incorporated to Mitsui Sumitomo Insurance (China) Company Limited (MSI 
China), a fully invested subsidiary if MSI Group. 

MSI China has a capital of 500 million RMB. Its main business includes Property & Casualty Insurance, 
Short-term Health Insurance, Personal Accident Insurance, and the Reinsurance of the insurance 
above. MSI China established its Guangdong Branch in August, 2008 as the first Japanese insurance 
branch in Guangdong Province. In addition, its second branch opened in Beijing in January 2010 and 
the third in Wuxi, Jiangsu province in January 2011

RSA Insurance (China) 
Company Limited

 

100 employees

www.rsagroup.com.cn

Royal & Sun Alliance’s links with China go back to 1853 when it first operated in Shanghai. In 1992, 
Royal & Sun Alliance returned to China and opened a representative office in Beijing, becoming the first 
European insurer to set up an office in China. In April 1998, the Chinese Premier of the State Council 
announced during his visit to the UK that Royal & Sun Alliance would be the first British insurance 
company to be granted an operating license in China. On 8 October 1998, Royal & Sun Alliance 
Insurance PLC Shanghai branch was officially opened by the British Prime Minister. 

RSA was granted to convert into a wholly owned subsidiary in 2007. And Sun Alliance Insurance 
(China) Limited was formally authorized & launched on March 2008 and capitalized at RMB 500 million, 
with its Head Office in Shanghai. Now it has a branch in Beijing opened in October 2009 and is 
preparing to open another one in Jiangsu Province.

Tokio Marine & Nichido Fire 
Insurance Company, (China) 
Limited 

 
270 employees

www.tokiomarine.com.cn

As the first Japanese insurance company in China, TMNF was authorized to open a branch in Shanghai 
in September 1994. In July 2008, the Shanghai branch got its approval to restructure into a wholly 
owned subsidiary. 

TMNF China is especially good at Cargo and Transportation insurance, which among one of the 
highest ranks in the Shanghai market. By the end of 2010 with a market share of 15.8%. TMNF opened 
the first branch in Guangdong Province in July 2010 and the second in Jiangsu Province in August 
2011.

Zurich Insurance Company

100 employees

www.zurich.com.cn

In October 2005, Zurich received the approval from China Insurance Regulatory Committee (CIRC) to 
prepare the general insurance branch in Beijing. 

In May, 2006, Zurich obtained the operation approval from CIRC to open a general insurance branch. 
Zurich Insurance Company Beijing Branch focuses on serving corporate customers, including foreign 
customers with activities in China and large and medium sized enterprises from China, particularly 
those with business overseas. In April 2011, Zurich increased its registered capital from RMB 200 
million to 492 million.

†† The background comments were taken from CIRC and the respective foreign insurance companies’ websites in September 2011

Background comments on participants 
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Introduction
China’s insurance market maintained 
rapid growth through 2010, driven by 
the robust recovery of China’s 
economy. By year-end, total insurance 
premiums had increased to RMB 1.453 
trillion (US $221.7 billion), up 30 
percent from RMB 1.114 trillion (US 
$170 billion) in 2009. This reflected 
the prudent yet progressive measures 
taken by the China Insurance 
Regulatory Commission (CIRC) to 
build resilience and foster growth of 
China’s insurance industry amid the 
global financial crisis. As a result, the 
industry continues to progress along a 
profit-driven growth path. Since 2009, 
the Property and Casualty (P&C) 
sector in particular has started to 
report underwriting profits after years 
of losses.

However, while the insurance industry 
in China has seen great growth in recent 
years, foreign insurance companies still 
face substantial barriers to entry and 
expansion in China. Large domestic 
insurers continue to enjoy more 
regulatory favor with respect to 
ownership structure, access to capital 
and branching approvals and have in 
many cases prospered accordingly from 
the restrictions on competition by their 
foreign-invested counterparts. By 
contrast, foreign-invested insurance 
companies have continued to lose 
market share in China, the world’s 
fastest growing insurance market. As of 
year-end 2010, the market share of 
foreign-invested insurance companies 
stood at 4.37 percent (down from six 
percent in 2004). The decline in life 
insurance has been particularly striking, 
falling from 8.9 percent in 2005 to 5.6 
percent in 2010. Meanwhile, the market 
share of foreign-invested P&C 
companies has declined from an already 
miniscule 1.3 percent in 2005 to just 
1.06 percent in 2010.

While their commitment to China 
remains strong and resolute, some 

American Chamber of Commerce in China White Paper – 
Insurance Section 2011

foreign insurers have voiced declining 
optimism about their prospects in China 
and in several cases have taken steps to 
reduce their presence in the China 
market. Some foreign insurers have cut 
their holdings in joint ventures (JV) 
below 25 percent, the threshold 
distinction between a Chinese-invested 
and a foreign-invested company, even 
though both types are registered in 
China as Chinese companies. In 
addition, due in part to the prohibition 
on investment in more than one 
insurance company in the same sector, 
some foreign insurers have been 
compelled to terminate one or more of 
their invested operations. Exit from the 
Chinese insurance market by foreign 
companies on such a large scale is 
unprecedented and warrants attention 
from regulators.

In the long term, should this trend 
continue, Chinese consumers and 
society would ultimately be denied the 
full benefits of a robust and 
competitive insurance industry, 
preventing individuals from effectively 
insuring their health and property, and 
companies from more efficiently 
managing their risks.

Significant Developments
In the wake of the global financial 
crisis, CIRC introduced a host of 
regulations to strengthen solvency, risk 
management, corporate governance 
and consumer protection. In particular, 
new insurance accounting rules were 
implemented, integrating China’s 
insurance accounting rules with 
international standards. Information 
disclosure requirements were 
enforced, creating a framework for 
transparent governance. More 
investment channels were opened for 
insurers to diversify their investment 
portfolios into such areas as real estate, 
and ceilings on investment in listed 
companies were raised. Moreover, 
CIRC and the China Banking 
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Regulatory Commission (CBRC) 
approved pilot projects on investment 
by banks in the insurance industry. In 
2010, three banks were allowed to 
invest in existing life JVs on a trial 
basis. In the Financial Stability 
Assessment Program (FSAP) jointly 
conducted by the International 
Monetary Fund and the World Bank in 
June 2010, most of China’s regulatory 
controls were deemed to fall within the 
compliant category by FSAP standards.

However, substantial concern has arisen 
regarding anti-monopoly conduct. Local 
insurance associations have imposed 
measures to restrain price competition 
by capping commissions or even 
expense ratios of carriers. While this 
approach (which may be considered 
over-regulation by some) may help 
improve the bottom line of the industry 
in the short term, it is not sustainable in 
the long run and disadvantages 
consumers. Building supervision instead 
on a foundation of solvency and sound 
corporate governance, as CIRC is rightly 
doing now, will prepare a solid basis for 
sustainable development of the industry. 

Specific Issues 
International insurance companies 
want to be able to compete fairly in the 
China market. Although allowed 
market entry and legally registered as 
Chinese companies, they are still 
denied national treatment, and their 
ability to participate fully in the market 
remains unfairly restricted. This is to 
the detriment of Chinese consumers 
and ultimately to the development of 
the industry as a whole. Currently, 
foreign-invested insurers continue to 
face barriers in geographic expansion, 
product offerings, distribution and 
investment, as described below.

Geographic Expansion Barriers

Foreign-invested, Chinese-registered 
insurers continue to be handicapped in 
their ability to expand in China by being 

American Chamber of Commerce in China White Paper – 
Insurance Section 2011

subjected to lengthy review with respect 
to new branch applications and a de 
facto refusal to review multiple branch 
applications at the same time. In 
contrast, Chinese-invested insurers have 
had multiple branch applications 
reviewed and approved concurrently. As 
the amended Insurance Law and 
relevant regulations do not explicitly 
prohibit foreign-invested insurers from 
concurrently submitting multiple branch 
applications, foreign-invested insurers 
should reasonably expect to be allowed 
by CIRC to do so. AmCham-China urges 
as our top priority recommendation for 
the insurance industry that CIRC grant 
multiple new branch licenses on a 
concurrent, rather than consecutive, 
basis to both foreign and domestic 
companies, ensuring equal national 
treatment and uniform enforcement of 
the amended Insurance Law.

Awarding foreign insurers multiple 
branch licenses in this way will likely 
facilitate the development of insurance 
markets across China, as evidenced by 
those markets in Beijing, Shanghai and 
Guangzhou whose relative 
sophistication may be due in part to 
the early participation of foreign 
companies. While foreign insurers 
contribute to the maturity of local 
markets, they have not posed a major 
threat to domestic companies as may 
have been feared. In Shanghai, for 
example, 20 life JVs collectively 
account for less than a 20 percent 
market share, and nine non-life 
insurers account for only an eight 
percent market share.

If a level playing field exists for 
Chinese-invested and foreign-invested 
insurers, foreign-invested insurers can 
play a catalytic role in improving the 
proficiency of local players, as 
experience in Shanghai shows. A level 
playing field will also help advance the 
government’s policy to narrow the gap 
in insurance coverage between 
regions. Indeed, the fact that foreign-
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invested insurers have a significantly 
larger market share in China’s first-tier 
cities than in the country as a whole 
suggests that there is unmet demand 
for their products elsewhere in the 
country which is not being met because 
of barriers to branching.

Another barrier to geographic 
expansion is found in the 
Administrative Measures on Insurance 
Company Management. In these 
Measures, there is a requirement that 
an insurance company must have no 
record of penalties imposed on it 
during the previous two years. Some 
AmCham-China companies have been 
penalized for minor infractions and 
have thus been barred from 
establishing branches and sub-
branches for two years. We believe that 
such prohibition should apply only to 
serious violations, lest responsible 
insurance companies be restricted 
from offering their products to 
consumers in some localities.

Investment Barriers

Equity Cap on Life JVs

Freedom to capitalize the business and 
reap resulting profits encourages 
insurance companies to invest and 
grow their businesses, as is true in 
other industries. The 50 percent 
ownership cap on foreign-invested life 
insurance companies is a major 
disincentive for foreign insurers to 
invest in, introduce advanced products 
in and otherwise serve the China 
market. All too often, these companies’ 
Chinese partners are either unwilling 
to make additional investments needed 
to expand the business, or are mere 
rent-seekers awaiting an opportunity 
to cash out without contributing 
beyond their initial share of the JV’s 
registered capital. AmCham-China 
recommends lifting the 50 percent 
ownership cap in order to facilitate 
improved service of the China market 
by foreign-invested companies.
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Dual Investment

In 2010, CIRC promulgated a rule 
governing the administration of equity 
investments in insurance companies. 
The rule barred investors from 
simultaneously investing in multiple 
entities in China engaged in the same 
line of business. Following the 
implementation of the rule, several 
foreign insurers were forced to exit 
from one of their holdings in insurance 
entities in China. As a result, industry 
specialization, which is common in the 
US and elsewhere, is limited in China, 
thus negatively impacting development 
of the insurance market.

Investment in Unsecured Bonds 

Many high-quality corporate bond 
issuers have shifted from issuing 
secured bonds to unsecured bonds, 
causing the guaranteed corporate bond 
market to shrink. To be able to trade 
unsecured bonds, an insurance 
company has to either meet the credit 
capability standards, which are hard 
for JVs to meet, or outsource their 
funds to insurance asset management 
companies (AMC). When a company is 
not yet eligible by itself, it can be 
difficult to outsource because AMCs 
have not been expressly allowed to 
manage unsecured corporate bond 
investments for third parties.

We hope that CIRC will soon make it 
easier for companies to invest in 
high-grade unsecured bonds, such as 
AAA bonds issued by state-owned 
enterprises. This will allow companies 
to continue to actively develop their 
investment portfolios.

Foreign Currency Conversion 

When US insurance companies invest 
in the China market and foreign funds 
are wired in, the funds have to remain 
in designated bank accounts until they 
are converted into renminbi (RMB). 
During this “parking period,” the funds 
are subject to great currency risk as the 
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RMB has tended to appreciate over 
time. Moreover, the process of 
converting foreign currency into RMB 
is usually lengthy, and the approved 
amount of conversion is often 
uncertain. This process, in addition to 
creating an unstable environment for 
foreign insurers, also restricts foreign 
insurers’ ability to pay RMB claims to 
Chinese clients in a timely manner. 
AmChamChina therefore urges that a 
fair and predictable investment 
environment be created for foreign-
invested insurers by shortening the 
length of, and increasing the 
transparency of the procedure for, 
foreign currency conversion.

Product and Distribution 
Barriers

Mandatory Third-Party Liability Auto 
Insurance

Currently, foreign-invested insurers 
are not allowed to write Mandatory 
Third-Party Liability (MTPL) auto 
insurance coverage. This restriction 
has effectively blocked foreign firms 
from China’s auto insurance market.

In 2009, amidst its strong economic 
recovery, China surpassed the US to 
become the world’s number one new 
auto market. As a result, the auto 
insurance market has also grown 
rapidly. Driven by regulation of price 
competition, the auto insurance sector 
began to report underwriting profit in 
2009. As auto insurance accounts for 
70 percent of the P&C sector, its profits 
turned the P&C sector around after 
years of underwriting losses.

However, despite the profitability of 
the auto insurance line as a whole, the 
industry still reported underwriting 
losses of RMB 5 billion on MTPL 
nationwide between July 2009 and 
July 2010. Such losses have 
disincentivized MTPL carriers from 
providing this mandatory coverage in 
money-losing areas. Rejections of 
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MTPL applications for less desirable 
vehicles such as tractors and 
motorcycles have risen. Drivers’ 
complaints and media reports on the 
problem are also growing, exposing 
MTPL and the industry to reputational 
risks. In academia and in the media, 
calls have been raised to open MTPL to 
foreign-invested companies.

While CIRC has taken proactive 
measures to address this issue, such as 
introducing differentiated tariffs in 
Jiangsu Province, regulators should 
also consider opening MTPL to 
foreign-invested companies, even if 
initially only on a pilot basis. This 
would allow China to access the 
experience of US auto insurers who 
have decades of experience in 
underwriting and pricing auto 
insurance. These are standard 
practices in mature markets but have 
yet to be utilized in China. Opening 
MTPL to foreign-invested companies 
will allow them to bring best practices 
to China to improve the performance 
of MTPL and the auto insurance 
market as a whole. More importantly, 
opening MTPL to foreign-invested 
companies will provide consumers 
with more choices and reduce the 
chances of consumers being rejected 
on the basis of carrier profitability 
considerations. In short, this opening 
will project a progressive image for the 
industry. Indeed, experience in the 
United States has shown that a 
reduction in market entry barriers for 
auto insurance results in increased 
competition, lower premiums and 
expanded coverage, to the benefit of 
both consumers and insurers.

Bancassurance 

Bancassurance has grown over the years 
as a key channel for insurance product 
sales in which banks sell insurance 
products over-the-counter at bank 
branches, generating fees for banks and 
boosting insurers’ premium income. 
Small and medium-sized insurance 
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companies in particular rely heavily on 
this channel to sell their products.

On November 1, 2010, the CBRC issued 
a directive banning insurance 
companies from sending sales 
personnel to bank branches, and 
allowing only bank staff with an 
insurance agent license to sell 
insurance policies at bank branches. 
The directive also limits each branch of 
a bank “in principle” to selling the 
insurance products of no more than 
three insurance companies. This 
directive is likely to reduce consumer 
choice, decrease bank income, raise 
bank training costs and adversely 
impact small and medium-sized 
insurance companies that tend to be 
heavily reliant on bancassurance.

AmCham-China recommends instead 
that the regulator limit sales of 
insurance policies in bank branches by 
product type so that less qualified 
branches would be restricted from 
selling the more complex products. 
Rather than restrict the number of 
insurance companies whose products 
they are allowed to sell, inexperienced 
branches should be restricted from 
selling any given product from more 
than three different insurance 
companies. For example, each branch 
of a bank would be allowed to sell 
three single-premium participating 
insurance products from companies A, 
B and C at the same time that it sells 
three other life insurance products 
from companies A, D and E. In this 
way, market order will be standardized 
while modest virtuous competition is 
maintained, encouraging product 
innovation by insurance companies.

AmCham-China is pleased to note that 
the Guidelines on the Supervision and 
Administration of Insurance Business 
Conducted by Commercial Banks As 
Agent, dated March 7, 2011, appear to 
replace such quantitative limit with 
prudential criteria which are less likely 
to have an anti-competitive effect.
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Limitations on International Brokers 

International brokers are usually 
experienced on all lines of customers 
and various business models. However, 
according to current rules, international 
brokers are limited to Large-scale 
Commercial Risks, which means an 
insurance risk can only be written on a 
large scale commercial enterprise if the 
aggregate annual premium exceeds 
RMB 400,000 and the investment is 
more than RMB 150 million. This 
restriction has effectively blocked 
foreign brokers from other lines of 
business such as small and medium-
sized enterprises (SMEs), which 
contribute to around 60 percent of 
China’s GDP, as well as innovative 
models to service more general 
customers. With their broad experience 
and risk management expertise, 
international brokers can bridge the gap 
for SME services which are largely 
underserved. Further, with their global 
networks, international brokers can 
provide strong support for SMEs going 
overseas. As such, AmCham-China 
recommends eliminating the restriction 
on the size of risks international brokers 
can undertake.

Pension and Enterprise Annuities 

We applaud the Chinese government 
for passing the Social Insurance Law, 
an important step in addressing the 
problem of China’s aging population. 
In addition to strengthening 
mandatory social insurance, we 
believe it is of vital importance to 
further develop Enterprise Annuities 
(EA) as a voluntary supplementary 
pension system with government tax 
benefits. Over the past five years since 
EA’s inception, the market has not 
developed as fast as many experts had 
predicted. We recommend that more 
EA licenses be awarded, especially to 
foreign financial institutions with 
pension expertise to help the market 
grow in a more professional and 
efficient manner.
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Specific Issues Related to Health 
Insurance

Despite restrictions, US health insurers 
remain committed to the Chinese 
market, especially following the 
formulation of the National Healthcare 
Reform Guideline by the State Council 
in 2009. The top five US health 
insurers have all established a presence 
in China where they continue to 
provide specific recommendations to 
promote the development of the health 
insurance market.

Tax Incentives for Health Insurance 
Purchasers 

AmCham-China encourages 
establishment of tax incentives for 
individual purchasers of health 
insurance in order to encourage such 
purchases and ease pressure on the 
social basic health insurance system. 
CIRC coordinated various government 
agencies, including the National 
Development and Reform Commission 
and the State Administration of 
Taxation, for the preparation and 
issuance of the new National 
Healthcare Reform Guideline. This 
Guideline confirmed the importance of 
commercial health insurance as a 
complement to the social basic health 
insurance system.

American health insurers applaud this 
view and are ready to share their 
knowledge and experience in support of 
the Guideline’s implementation. 
Commercial health insurance products, 
especially indemnity products provided 
by specialist health insurers, help to 
alleviate financial and capacity pressure 
on the public healthcare system; 
therefore, such products should be 
encouraged. Tax incentives to 
individual purchasers are an important 
means to encourage purchase of 
commercial health insurance.
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Separate Regulatory System 

The products, operations and risk 
control which specialist health insurers 
and life insurers manage are 
significantly different to merit 
specialized regulatory systems. The 
major products provided by specialist 
health insurers are indemnity 
products. The risks of such products 
are mainly caused by the incidence of 
diseases, pharmaceutical utilization 
and the cost of medical treatment, 
which are very different from the risks 
of life products. The expertise of health 
insurers is managing medical 
treatment to optimize health outcomes 
and control costs while the major 
expertise of life insurers is long-term 
investment management. While health 
insurance is currently still regulated as 
a sub-category of life insurance under 
the CIRC regulatory framework, 
AmChamChina recommends that CIRC 
dedicate additional resources to and 
consider establishing a specialized 
health insurance supervision system to 
support the growth and development 
of specialist health insurers and 
health-related businesses, and also 
gradually promulgate sector-specific 
regulations to regulate market entry 
and operations of health insurers.

Development of Public-Private 
Partnerships 

In many mature and maturing health 
insurance markets, public-private 
partnerships (PPP) are common, 
providing financial relief to the public 
system, increasing efficiency and 
optimizing health outcomes and 
practices. American insurers are 
encouraged by the advancement of 
Chinese insurers commissioned by 
local governments to manage social 
basic medical insurance. However, 
PPPs in this area are still limited, and 
foreign insurers have yet to be involved 
in such collaboration. Because of their 
experience in public-private healthcare 
relationships abroad, foreign health 
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insurers can be valuable strategic 
partners in the development and 
administration of these programs in 
China.

Conclusion
The rapidly growing insurance 
industry in China provides great 
opportunity for both domestic and 
foreign-invested insurance companies. 
American companies are eager to work 
with domestic Chinese companies to 
develop and modernize the industry 
for the benefit of Chinese consumers. 
Yet, so far, foreign-invested firms have 
been denied the equal national 
treatment necessary to enable them to 
contribute their experience and 
expertise to their full potential. 
Eliminating barriers to geographic 
expansion, product offerings, 
distribution and investment, as 
described above, will not only facilitate 
the market participation of foreign-
invested insurers, but it will also speed 
innovation and modernization of the 
industry in China as a whole.
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Recommendations

• Grant multiple new branch licenses 
on a concur-rent rather than 
consecutive basis for both foreign and 
domestic companies.

• Remove requirements for foreign 
insurance companies to establish JVs 
in order to enter the life insurance 
market, or at the very least, raise the 
current 50 percent equity cap.

• Make unsecured bond investment 
accessible to more insurance 
companies.

• Open MTPL to foreign P&C carriers, 
beginning if necessary on a pilot 
basis.

• Health Insurance Recommendations

• Give tax incentives to health 
insurance purchasers.

• Expand regulatory resources and 
capability to supervise the 
expanding health insurance sector.

• Further develop PPPs in social basic 
medical insurance.
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Key Recommendations
1. Improve Geographical Network 
Expansion

• Implement approval of concurrent 
branch applications for foreign 
insurers who wish to extend their 
geographical distribution network 
into several provinces and large 
cities at the same time.

• Delegate market admission 
competencies to local CIRC for 
branches at and below province level 
for foreign insurers that are already 
licensed in China.

2. Remove Market Access Restrictions

2.1 Enterprise Annuity Business

• Include foreign insurers in the group 
of companies licensed to conduct 
enterprise annuity business.

2.2 Market Access Restrictions on 
Compulsory Lines

• Eliminate any restrictions that 
hinder foreign insurers’ access to 
compulsory lines of business, such as 
underwriting compulsory Motor 
Vehicle Third Party Liability.

2.3 Broaden Scope for Foreign Brokers

• Remove the license restrictions for 
foreign brokers so that they can 
operate on the same basis as local 
brokers and make a full contribution 
of their capabilities to clients in all 
areas of the insurance market.

3. Increase the Flexibility for Foreign 
Owned Organizations’ Structures

3.1 Reduce Joint Venture (JV) 
Restrictions

• Discontinue the formal obligation for 
foreign life insurers to establish their 
own market presence in form of an 
equity JV.

European Business in China Position Paper 2011/2012 – 
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• Liberate the level of foreign 
shareholding within JVs beyond 
50%; likewise, liberalize the option 
of taking more than one domestic 
investor into the JV sharing the 
Chinese investment participation.

• Liberate the level of permitted equity 
investment by foreign insurers in 
existing domestic insurance 
companies.

3.2 Capital Requirements for Trade 
Credit Insurance Companies

• Consider licenses for foreign trade 
credit insurers who can justify their 
expertise and long-term 
sustainability and, in particular, 
reduce minimum capital 
requirements for these insurers with 
an official international rating.

• Issue licenses for the coverage of all 
China.

• Abandon the monopoly of Sinosure 
and allow local insurers to provide 
short-term export trade credit 
insurance.

3.3 Health Insurance

• Treat health insurance as a distinct 
category of insurance. In this way, 
regulations can be developed to 
address the specific needs of the 
health insurance sector. A company 
should be able to hold both life 
insurance and health insurance 
licences since they will be of separate 
categories.

• Allow foreign specialist health 
insurers’ ownership beyond the 
current 50% foreign ownership 
restriction.
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4. Ease Restrictions in Foreign Capital 
Conversion

• Revise foreign exchange regulations 
to enable licensed foreign insurers in 
China to have prompt access to 
paid-up capital injected in foreign 
currencies.

• Allow insurance companies to buy 
foreign exchange swaps.

• Permit insurance companies to 
borrow RMB on the basis of the 
foreign exchange deposit.

5. Representative Offices

• Simplify, for foreign insurance 
representative offices, the annual 
business-license review process 
based on an annual report to CIRC 
and waive the home country 
business existence certificate, annual 
external audit for foreign insurance 
representative offices.

6. Brokers

6.1. Broker Appointment Letters

• Implement strict guidelines 
enforcing a rule that a letter of 
appointment remains valid unless 
the appointed broker has failed to 
meet his contractual obligations 
under that letter.

6.2. Unethical Behaviour by 
Certificated Brokers

• Issue strict guidelines to forbid a 
broker or agent from working for a 
second company, unless specifically 
agreed in writing with all companies 
concerned. Where infringements 
occur, the regulators should punish 
the individuals involved by removing 
their certification to act as an 
insurance broker or agent for a 
period of time.

European Business in China Position Paper 2011/2012 – 
Insurance Working Group
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Introduction to the Working 
Group
The Insurance Working Group 
represents leading European insurers 
and brokers engaged in life, nonlife, 
reinsurance and specialty insurance. 
Its members have different operational 
structures, but all of them consider 
China as a long-term priority market. 
They are fully committed to 
contributing to the sustainable growth 
of Chinese insurance. They are aware 
of the crucial role commercial 
insurance plays in China’s sustainable 
economic growth and social stability. 
To this end, they are willing and 
prepared to provide added value to the 
industry by introducing best practice 
and technical know-how.

Recent Developments
Combined industry premiums were 
CNY1, 453 billion (EUR159 billion) in 
2010, a 30.44% increase over 2009. 
Foreign insurance enterprises account 
for 5.63% in the life insurance market 
and 1.06% in the property insurance 
market, compared with 4.92% and 
1.09% in 20091.

The insurance industry can play an 
important role in “innovative social 
administration”2. Foreign insurers can 
contribute to develop liability 
insurance and provide products in 
specific aspects such as agriculture-
related insurance, health insurance, 
insurance for the floating population3 
and the cultural industry4 .

The major development in 2010 is the 
promulgation of Social Insurance 
Law5. It covers pension insurance, 
unemployment insurance, medical 
insurance, maternity insurance and 
work-related injury insurance. It’s 
designed to improve insurance fund 
management, increase the coverage for 
the five insurance schemes and 
eliminate the different treatment 
between urban and rural residents and 
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between civil servants and enterprise 
employees. It defi nes the 
responsibilities of government, 
enterprises and individuals. This law 
will also provide great opportunities to 
commercial insurance.

In January 2011, the European 
Chamber submitted comments on the 
formulation of the 12th Five-Year Plan 
to the Chinese government6. This is 
the first time foreign enterprises had 
the chance to express their opinions 
during its drafting. European 
companies responded to the call with 
enthusiasm, demonstrating their 
commitment to the social and 
economic development of China. The 
major concerns of European insurers 
include market access, the coverage of 
natural catastrophe insurance, 
environment liability insurance and 
enterprise annuity business.

In March 2010, the Insurance Working 
Group met with the China Insurance 
Regulatory Commission (CIRC) 
Vice-Minister Li Kemu and, in 2011, 
Assistant Chairman Chen Wenhui. The 
Working Group appreciates CIRC’s 
openness to a constructive dialogue 
that it considers will benefit European 
insurers, China’s insurance industry, 
and most importantly Chinese people.

In 2011, the Working Group also learned 
that the CIRC may accept concurrent 
branch licence applications from foreign 
insurers and that a consensus may have 
been reached on fully opening the auto 
insurance market7.

Regulatory Environment

The development of the insurance 
intermediaries market is a 2010 
highlight. Premiums collected through 
the channels of insurance 
intermediaries account for 75.8% of 
the total collection8. In October 2010, 
CIRC promulgated the Opinions to 
Reform and Improve the Insurance 
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Salesperson Management 
Mechanism9, which encourages 
various forms of capital, including 
foreign capital, to invest in establishing 
large insurance agencies and insurance 
sales companies and to carry on 
current sales models by establishing 
new insurance sales systems. CIRC also 
regulated the telesales of property 
insurance products10.

In March 2011, CIRC promulgated the 
Guidance for Supervision of 
Bancassurance Services of Commercial 
Banks11, which sets a regulatory 
framework for the insurance product 
sales channel for business agents.

Broadened Investment Channels

In August 2010, CIRC promulgated 
Tentative Measures for the 
Administration of the Use of Insurance 
Funds12, which eases the restrictions 
of investment in real estate and private 
equity and sets forth the requirements 
that insurance funds should meet. 
Also, in September 2010, CIRC 
promulgated Tentative Measures for 
Insurance Funds Invested in Private 
Equity13, according to which 
insurance funds would be permitted to 
invest in renminbi (RMB) funds and 
would allow direct private equity 
portfolio investments. In September 
2010, Tentative Measures for Insurance 
Fund Invested in Real Estate permits 
insurance companies to invest in 
relevant industries such as healthcare, 
auto service and so on14.

Key Recommendations

1. Facilitate Geographical 
Network Expansion

Concern

Regulatory processes for admitting 
licensed foreign insurers into additional 
provinces continue to be centralised at 
national level rather than being 

European Business in China Position Paper 2011/2012 – 
Insurance Working Group

decentralised to the provincial level. 
Additional provincial branches for 
foreign insurers are only approved 
consecutively with relatively long 
processing times between two 
approvals. This results in artifi cial 
administrative hurdles for geographical 
expansion without due regard to the 
actual operational or financial capacity 
of the applicant company.

Assessment

The insufficient geographical spread of 
commercial insurance has been a key 
concern of the Chinese Government as 
it would be one way to help reduce 
social and economic imbalances. 
Consequently, China has increased the 
number of admitted insurance 
companies during recent years, of 
which some have anchored their 
operations outside China’s few 
traditional financial centres. This 
indicates the growing interest of 
provincial governments in harbouring 
indigenous insurance companies, but 
also demonstrates the growing 
regulatory confidence in adequate 
supervision at provincial level.

Foreign insurers have been part of the 
Chinese market for more than a decade 
and China’s high level representatives 
have generally emphasised that foreign 
investors who have set up lawfully 
registered businesses in China would 
be treated as domestic companies.

Foreign insurers have learned to 
manage their operational capacities 
and grow at a sustainable speed. 
Therefore, given the increasing 
breadth and depth of insurance 
demand across China’s regions, their 
geographical expansion would 
contribute toward the faster spread of 
insurance coverage. There is no need 
for artificial regulatory admission 
hurdles so long as solvency and 
operating capacity of foreign 
companies are sound enough meet the 
speed of expansion they desire.
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Recommendation

• Implement approval of concurrent 
branch applications to foreign 
insurers who wish to extend their 
geographical distribution network 
into several provinces and large 
cities at the same time.

• Delegate market admission 
competencies to local CIRC for 
branches at and below the provincial 
level for foreign insurers that are 
already licensed in China.

2. Remove Market Access 
Restrictions

2.1 Enterprise Annuity Business

Concern

Despite proven international 
experience in operating corporate and 
individual pension insurance business, 
foreign companies have so far not been 
admitted to this strategic commercial 
insurance market.

Assessment

The implementation of the new Social 
Insurance Law alone may not prove 
adequate to sustain consistently rising 
living standards beyond a relatively 
low replacement rate. Additional forms 
of pension provision need to be 
introduced at a significant scale, 
including – a wider spread of 
enterprise annuity business.

Enterprise annuity arrangements have 
been on the Chinese market for some 
time, but their spread has not yet 
reached a socially desirable scope. This 
may be caused by a variety of factors – 
including insufficient demand among 
China’s domestic corporations, multiple 
regulatory authorities and insufficient 
financial incentives. In view of decades 
of experience in providing 
supplementary commercial pension 
insurance in a social security system 
that is structurally comparable to 
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China’s forward-going model, European 
insurers may be well-equipped to 
contribute toward solving some of these 
issues, including modelling the system 
as well as the actual operation of 
enterprise annuity business.

Recommendation

• Include foreign insurers into the 
group of companies licensed to 
conduct enterprise annuity business.

2.2 Market Access Restrictions on 
Compulsory Lines

Concern

Foreign non-life insurers are not 
allowed to underwrite any compulsory 
insurance, including motor vehicle 
third party liability (MTPL) insurance. 
Under present circumstances, this 
excludes foreign insurers effectively 
from personal lines in non-life 
insurance, and keeps their market 
share at 1%.

Assessment

Compulsory insurance lines may 
become a rapidly expanding and a 
wide-ranging field in China given the 
low levels of insurance awareness, 
strong regional and social differences 
and the need to enhance basic insurance 
coverage in public liability, disaster 
recovery and environmental protection.

This has been the case for the 
compulsory MTPL introduced in 2006. 
Today, motor insurance in China 
accounts for about 77% of the total 
non-life premiums, of which about 35% 
is MTPL business. Besides the premium 
income, MTPL is considered as an 
effective front channel to contact 
individual clients. The prohibition on 
foreign insurers’ access to MTPL 
business limits their ability to develop 
downstream commercial networks 
capable of reaching individual clients, 
because the majority of clients would 
not use two insurers to cover the same 
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vehicle. As a result, foreign non-life 
insurers find it difficult to underwrite 
enough business income to support the 
expansion of sales points and the 
creation of their own network of agents.

This fact becomes more relevant when 
considering the market impact of 
increasing the efficiency of product 
distribution and guaranteeing the 
correct assessment on products and 
covers for individual clients. While it 
was agreed during the negotiations for 
China’s accession to the WTO that 
foreign insurers in the non-life 
industry would be banned from 
writing statutory insurance lines, a 
limitation like this does not contribute 
toward improving the performance of 
the motor insurance business segment.

Recommendation

• Eliminate the restrictions that hinder 
foreign insurers access to 
compulsory lines of business, such as 
underwriting compulsory MTPL.

2.3 Broaden Scope for Foreign 
Brokers

Concern

Domestic and foreign insurance 
brokers should receive equal treatment 
for market access, as agreed between 
China and the WTO. However, the 
licences granted to foreign insurance 
brokers in China restrict them to 
working only with medium- and 
large-sized companies.

Assessment

The CIRC licence for foreign brokers 
restricts them to doing business with 
companies with an investment capital 
of more than CNY150 million (EUR 
15.74 million) and more than 
CNY400,000 (roughly EUR 42,000) 
premium. Thus many of the companies 
in the SME sector would fall outside 
the scope of the business licence. From 
a marketing point of view, it is difficult 
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for foreign brokers to target just the 
larger companies in this segment.

As a result, foreign brokers are 
prevented from using their global 
experience of developing SME business 
to contribute to the further 
development of the Chinese insurance 
market. It should be noted that foreign 
brokers will not normally be able to 
access this widespread market of very 
many customers alone, using their 
existing distribution strategy. This is 
because the SME business is both local 
in nature and very dependent on 
relationships. Furthermore, the foreign 
brokers have only a limited network of 
local offices, restricting access to clients 
and the ability to provide the necessary 
local servicing. They would therefore 
need, as elsewhere in the world, to work 
in cooperation with smaller, local 
brokers and make use of technology to 
access clients in this sector.

Recommendation

• Remove the licence restrictions for 
foreign brokers so that they can 
operate on the same basis as local 
brokers and make a full contribution 
of their capabilities to clients in all 
areas of the insurance market.

3. Increase the Flexibility for 
Foreign Invested Organizations’ 
Structures

3.1 Reduce Joint Venture (JV) 
Restrictions

Concern

The obligation for foreign life insurers 
to establish their own operations in 
China in the legal form of a JV with a 
maximum foreign shareholding of 50% 
imposes artificial limits for sovereign 
market participation and may even 
cause operational problems in 
managing such ventures. Likewise, 
imposing a ceiling below 25% in equity 
investment into existing domestic 



120 Foreign insurance companies in China 2011

insurance companies may not facilitate 
sufficient management influence by the 
foreign investor to ensure operational 
improvements or the profitable strategic 
positioning of the company.

Confining domestic and foreign insurers 
to one single engagement in the same 
branch of business prevents a spread of 
service and long-term comprehensive 
market engagement as already 
permitted to domestic competitors.

Assessment

Currently, foreign financial services 
are categorized as “restricted” in their 
market access in China (cf. State 
Council Foreign Investment 
Catalogue). For foreign life insurance 
companies this policy is reflected in an 
obligation to establish their business 
– as opposed to investment into 
existing domestic companies – in the 
legal form of a separate equity JV in 
which their shareholding is capped at 
50% of equity. In the light of historical 
experience since China’s admission 
into the WTO this formal restriction 
has not always proved advantageous 
either for the wider spread of 
international risk management 
standards or for consistent operational 
strategies in cases where JV partners 
failed to agree on longer term business 
objectives or capital funding. On the 
other hand, the concept of strategic 
partnerships between foreign and 
domestic investors may very well prove 
to be effective if the JV partners 
provide mutually supplementing 
competencies in developing 
sustainable business models, share 
common long-term objectives and are 
capable of consistently providing 
capital for funding organic growth.

There may be changing individual 
circumstances for either shareholder 
during the business development of 
their JV. If this cannot be reflected in 
adjustments of the shareholding 
structure it may cause inconsistencies 
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and instabilities in managing the 
company.

While the market regulator has already 
admitted changes in the shareholding 
of foreign-funded JVs toward a higher 
equity participation of domestic 
partners, including splitting up the 
domestic investment among several 
Chinese shareholders, the same should 
in principle be applicable to foreign 
shareholders who wish – and agree 
with their partners – to increase their 
initial shareholding to an equity 
majority. Likewise, foreign life 
insurance investors should be 
permitted from the inception of their 
JV to include several domestic partners 
while retaining equity majority.

Several domestic insurers have 
established multi-line engagements in 
the branch of personal insurance based 
on financial holding structures. 
Similarly, Chinese banks are permitted 
to establish insurance operations 
besides their original banking and 
securities businesses. These positive 
developments reflect a growing market 
maturity and provide improvements 
for consumers in choosing financial 
services according to their provider 
preferences. For foreign insurers, 
however, such comprehensive market 
engagement is not yet possible because 
they may only operate one insurance 
company in one branch of business. 
This imposes administrative 
limitations for foreign insurers that 
might not be justified in the light of 
widening opportunities for domestic 
market players.

Recommendation

• Discontinue the formal obligation for 
foreign life insurers to establish their 
own market presence in the form of 
an equity JV.

• Allow for the level of foreign 
shareholding within JVs to exceed 
50%. Likewise, liberalise the option 
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of taking more than one domestic 
investor into the JV sharing the 
Chinese investment participation.

• Liberate the level of permitted equity 
investment by foreign insurers in 
existing domestic insurance 
companies.

3.2 Capital Requirements for 
Trade Credit Insurance 
Companies

Concern

The current market access conditions 
and capital requirements prohibit the 
development of specialty insurers – 
particularly trade credit insurers – in 
China, who would bring many benefits 
to the industry.

Assessment

Under the current market access 
conditions and regulatory regime, 
there is no distinction between general 
property and casualty insurers and 
specialty insurers, who offer only one 
product.

The requirements of CNY 34.2 billion 
(EUR 3.59 billion) total assets and CNY 
200 million (EUR 20.99 million) 
minimum registered capital are 
excessive for specialty insurers who are 
focused on only one main product 
within a niche market. These specialty 
insurers possess very specific technical 
know-how developed over many decades 
and maintain a very healthy solvency 
margin. This focus means their asset 
scale does not need not to be comparable 
with multi-line general insurers.

This particularly applies to trade credit 
insurance, which plays a crucial role in 
protecting Chinese companies and, in 
turn, this brings stability to the 
economy. The Chinese State Council 
has recently announced measures to 
balance the economy and there is a 
policy shift toward domestic 
consumption. In order to achieve this 
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goal, local companies will be trading 
with each other on open-account 
payment terms. Without credit 
insurance protection, these companies 
could face potentially irrecoverable 
losses, which in turn would result in 
companies failing, with the 
consequence of loss of jobs.

As a result of the global financial crisis, 
credit insurers paid a substantial level 
of claims thus preventing businesses 
from failing. This demonstrates the 
undoubted benefits of a company 
insuring their accounts’ receivables. 
Chinese companies do not have a wide 
choice of local insurers to provide this 
coverage.

Foreign trade credit insurers should be 
encouraged to contribute their expertise 
and knowledge not only of overseas 
companies but also to provide the 
protection against losses that may be 
suffered by Chinese companies arising 
from both export and domestic trade.

Recommendation

• Consider licences for foreign trade 
credit insurers who can justify their 
expertise and long-term 
sustainability and, in particular, 
reduce minimum capital 
requirements for these insurers with 
an official international rating.

• Issue licences for the coverage of all 
China.

• Abandon the monopoly of Sinosure 
and allow local insurers to provide 
short-term export trade credit 
insurance.

3.3. Health Insurance

Concern

Foreign specialist health insurers with 
significant expertise to offer have been 
unable to enter the market. They are 
encountering difficulties both due to 
the bundling of health insurance with 
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life insurance and also because of the 
foreign ownership restrictions placed 
on health insurance.

Assessment

The Working Group supports China’s 
push to develop a specialist health 
insurance market that will cater to 
customers’ growing demand for quality 
healthcare funding, while ensuring that 
their interests are protected through 
appropriate regulation. The nature of 
health insurance differs markedly from 
that of life insurance, and therefore 
requires a tailored set of regulations. In 
fact, given the short-term nature of 
traditional medical indemnity products, 
the risk profile of health insurance more 
closely resembles property insurance 
than it does life insurance. In most 
jurisdictions in Europe, health 
insurance is actually regulated as a 
form of general insurance (referred to 
as property insurance in China). In 
China, the similarity of health and 
property insurance is already somewhat 
reflected in the regulations, in that 
property insurers are permitted to sell 
short-term health insurance products.

In contrast with property insurance, 
where foreign insurers may apply for a 
WFOE licence, foreign ownership of 
health insurers is restricted to 50%. 
European specialist health insurers are 
keen to share their expertise with 
China but are delayed in entering the 
market by foreign ownership 
restrictions and finding a partner 
similarly committed to the sector, 
while property and casualty insurers 
who have no particular expertise in 
health insurance are already offering 
health products.

Recommendation

• Treat health insurance as a distinct 
category of insurance. In this way, 
regulations can be developed to 
address the specific needs of the 
health insurance sector. A company 
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should be able to hold both life 
insurance and health insurance 
licences as they will be of separate 
categories.

• Allow foreign specialist health 
insurers’ ownership beyond the 
current 50% foreign ownership 
restriction.

4. Ease Restrictions in Foreign 
Capital Conversion

Concern

Capital injections in foreign currency 
are subject to strict State 
Administration of Foreign Exchange 
(SAFE) control. Even if the CIRC has 
approved foreign capital injection, it 
takes a long time to get SAFE’s approval 
to convert it into RMB. This affects the 
cash flow of the company and exposes 
the company to exchange risk.

Assessment

Most foreign insurers will need to 
completely or partially finance their 
business expansion for a considerable 
period of time through capital 
increases based on foreign current 
contributions. These foreign currency 
contributions need to be converted into 
RMB which requires approval from 
SAFE. In the context of China’s 
significant foreign currency reserves 
and governmental intent to reduce the 
inflow of speculative capital, SAFE 
introduced strict conversion 
limitations. However, while these 
controls may seem reasonable at a 
macro-economic level, they actually 
pose a serious threat to the liquidity of 
registered insurance businesses if they 
cannot make use of those parts of their 
paid-up capital that is injected into 
foreign currency. In the worst case 
scenario it prevents them from 
business expansion or even business 
continuity.
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Recommendation

• Revise foreign exchange regulations 
to enable licensed foreign insurers in 
China to have prompt access to 
paid-up capital injected in foreign 
currencies.

• Allow insurance companies to buy 
foreign exchange swaps.

• Permit insurance companies to 
borrow RMB on the basis of the 
foreign exchange deposit.

5. Representative Offices

Concern

The new State Administration for 
Industry and Commerce (SAIC) 
regulation on representative offices 
imposes very heavy annual renewal 
administrative procedures on them 
(annual external audit report, annual 
report to SAIC, annual SAIC review) 
and penalises highly regulated sectors 
such as foreign insurers.

Assessment

A new SAIC regulation on 
representative offices came into force 
on March 1st, 2011. This regulation 
requires all representative offices to go 
through the annual SAIC review 
process in the same way as commercial 
companies, i.e. the submission of an 
annual external audit report, an 
activities report in a specific format 
released by the SAIC during the second 
half of March 2011 and evidence of 
head-office existence in the home 
country. This new regulation doesn’t 
take into consideration the existing 
industry specific regulation on 
representative offices, in particular in 
the financial services.

Having a representative office is one of 
the pre-requisites for foreign insurers 
willing to enter the Chinese market. 
Not only is the establishment of the 
representative office and the 
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assignment of its chief representative 
subject to approval by the CIRC, but 
the daily activities of the 
representative office are also under the 
permanent supervision of the CIRC 
(payment of the supervision fee, 
regular meetings, update of head-office 
major changes, an annual 
representative office activity report 
and the submission of the company 
annual report to the CIRC, the 
prohibition of commercial activities of 
all kinds...).

Under such circumstances, the new 
requirement of the SAIC implies heavy 
non-productive administrative 
procedures (i.e. the duplication of 
reports, extra costs for an external audit 
on expenses, re-issuing of the home 
country business-existence certificate 
and its legalization by various 
authorities, Chinese and foreign). A 
better coordination and sharing of 
information between the CIRC and the 
SAIC would surely allow them to better 
focus on their core mission.

Recommendation

• Simplify, for foreign insurance 
representative offices, the annual 
business license review process 
based on the annual report to CIRC 
and waive the home country 
business existence certificate and 
annual external audit for foreign 
insurance representative offices.

6. Brokers

6.1 Broker Appointment Letters

Concern

Clients who issue appointment letters 
to a broker authorising that broker to 
act formally on their behalf sometimes 
subsequently issue additional 
appointment letters to other brokers 
without informing the original broker 
of the fact.
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Assessment

The practice of issuing multiple 
appointment letters creates confusion 
in the market because insurers are 
unable to identify the correct 
representative of the insured. It is also 
considered an unfair practice in other 
markets because the broker who 
initially receives the appointment 
letter may subsequently find that his 
position has been undermined. The 
overall result is instability, confusion 
and a lack of trust.

Recommendation

• Implement strict guidelines 
enforcing a rule that a letter of 
appointment remains valid unless 
the appointed broker has failed to 
meet his contractual obligations 
under that letter.

6.2. Unethical Behaviour by 
Certificated Brokers Concern

Some individuals employed under an 
apparently exclusive contract to one 
broking company also have 
agreements with other broking 
companies to obtain business on their 
behalf.

Assessment

Some dishonest individuals in the 
broking industry are not respecting 
their employment contracts and 
bringing the broking market into 
disrepute by unethically acting on 
behalf of several broking companies. 
While it is possible to pursue redress 
through civil legal proceedings, there 
is also an issue regarding the 
reputation of the insurance broking 
industry for transparent and ethical 
behaviour, which should be addressed 
by the regulating authorities.
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Recommendation

• Issue strict guidelines to forbid a 
broker or agent from working for a 
second company, unless specifically 
agreed in writing with all companies 
concerned. Where infringements 
occur, the regulators should punish 
the individuals involved by removing 
their certification to act as an 
insurance broker or agent for a 
period of time.
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PwC firms help organisations and 
individuals create the value they’re 
looking for. We’re a network of firms in 
158 countries with close to 169,000 
people who are committed to 
delivering quality in assurance, tax 
and advisory services. Tell us what 
matters to you and find out more by 
visiting us at www.pwc.com

PwC China, Hong Kong, Singapore and 
Taiwan work together on a 
collaborative basis, subject to local 
applicable laws. Collectively, we have 
around 620 partners and a strength of 
14,000 people.

About PwC

Providing organisations with the 
advice they need, wherever they may 
be located, our highly qualified, 
experienced professionals listen to 
different points of view to help 
organisations solve their business 
issues and identify and maximise the 
opportunities they seek. Our industry 
specialisation allows us to help 
co-create solutions with our clients for 
their sector of interest.

We are located in these cities: Beijing, 
Hong Kong, Shanghai, Singapore, 
Taipei, Chongqing, Chungli, Dalian, 
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Tainan, Tianjin, Xiamen and Xi’an.



 Foreign insurance companies in China 2011 127

Financial Services
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markets, is dramatic and complex. As 
legal barriers fall between the various 
components in the industry, the 
financial services sector is being 
shaped by megatrends such as 
convergence, consolidation and 
globalisation. Each of these 
megatrends has a significant impact on 
the way our clients manage and think 
about their businesses.

We have the largest specialist financial 
services practice in mainland China 
and Hong Kong. Our strategy is to 
bring significant business advantage to 
our clients through combining our 
global multidisciplinary teams, 
integrated across industry sectors, 
geographies and functional skills to 
bring our global best practices and 
creative problem-solving skills to bear.

PwC was awarded the “Best Auditor for 
Funds” and/or “Best Tax Advisor for 
Funds” Awards by AsianInvestor for 
four consecutive years since 2008.
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and other publications include:

• APEC CEO Summit: The Future 
Redefined (Nov 2011)
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& capital markets tax issues in Asia 
Pacific (Nov 2011)
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asset managers should prepare now 
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• Chinese Bankers Survey (Oct 2011)

• Emerging Opportunities: Financial 
Services M&A in Asia 2011 
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• Staying current: actuarial insurance 
matters (Autumn 2011)

• Foreign fund management 
companies in China (Aug 2011)

• Foreign banks in China (Jun 2011)

• Future of Insurance (Jun 2011)

• Banking in 2050 (May 2011)

• Insurance Banana Skins 2011: The 
CSFI survey of the risks facing 
insurers (May 2011)

• Asia’s outlook for non-core and 
non-performing loan portfolios 
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• From black box to open box: hedge 
fund trust and transparency (2010)
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Services we offer

Actuarial services

Audit and Assurance

• Assistance on capital market 
transactions

• Corporate reporting improvement

• Financial reporting

• Financial statement audit

• IFRS reporting

• Regulatory compliance and 
reporting

Risk & Controls Solutions

• IT risk & governance

• Interanal controls assurance  
(e.g. SAS 70)

• Global Investment Performance 
Standard (GIPS) assurance

• ERP controls & project assurance

• Information security

• Data assurance

• C-SOX and s404 advisory

• Internal controls consulting

• XBRL

• Business resilience and risk 
management

• Fraud risk & controls

• Sustainability & climate change

• Integrated reporting

• Third party assurance

• Internal audit & corporate 
governance

Crisis Management

• Business recovery services (for 
services primarily outside the US)

• Dispute analysis & investigations

• Forensics

Finance Consulting

• Finance function visioning, design, 
implementation & transformation

Human Resources Consulting

• International assignments

• Incentives & rewards

• HR function strategy, design & 
transformation

• Corporate culture & change 
management

Operations Consulting

• Shared services & outsourcing

• Strategic procurement

• Revenue growth

• Supply chain management

Risk Consulting 

• Design, implementation & 
transformation of risk, governance & 
compliance functions & capabilities

Strategy Consulting

• Corporate & business unit strategy

• Portfolio management

• Financial & business economics

• Market entry advice

• Modelling & business planning

• Regulation, competition & merger 
economics

Tax

• International tax structuring

• Corporate tax compliance

• International assignments

• Mergers & acquisitions

• Transfer pricing

• Tax dispute resolution

• Tax incentive application/planning

• Tax function effectiveness 

• Indirect tax planning and 
compliance 

Technology Consulting

• IT transformation

• Enterprise architecture

• Application support

• Data management

• IT sourcing

Transactions

• Accounting valuations

• Advice on fundraising

• Bid support and bid defence services

• Commercial and market due 
diligence

• Financial due diligence

• Independent expert opinions

• Mergers & acquisitions advisory  
(buy and sell)

• Post deal services

• Private equity advice

• Project finance

• Privatisation advice

• Tax valuations
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