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Primary Assets and Liabilities of Financial Institutions

Source: Mishkin Table 2.1



Comparison of Roles among Financial Institutions

Source: Madura Exhibit 1.3



Principal Financial Intermediaries and Value of Their Assets

Source: Mishkin Table 2.2



Number and Asset Size of Thai Major 
Financial Institutions

Source: Bank of Thailand



Overview of Private Insurance in the 
Financial Services Industry
• Changes in the financial services industry include:

• Consolidation means that the number of firms has 
declined due to mergers and acquisitions

• Convergence means that financial institutions now 
sell a wide variety of financial products that earlier 
were outside their core business area



Number of Life Insurance Companies 
in the US, 1950–2014



Top 10 U.S. Life/Health Insurance Groups 
by Revenues, 2013 (in thousands of $)

Source: RM Exhibit 5.1



23 Life Insurance Players in Thailand

ACE Life Assurance

Market Share Ranking @6-@10

Market Share Ranking @11-@15

Market Share Ranking @16-@20

Market Share Ranking @21-@23

Market Share Ranking @1-@5

Source: The Thai Life Assurance Association
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Thailand has lower life insurance penetration rate 
compared to peer countries

Source: SwissRe Sigma No.4 / 2015
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Life insurance in Thailand: 
Low penetration rate with high growth potential

27.3% 29.3% 31.1% 30.2%
33.4%

30.2% 32.4% 34.6% 35.1% 37.9%

2011 2012 2013 2014 2015No. of policies/population

Total Premium
Unit: MB 

Life Insurance Penetration Rate 

• Total written 
premium grew 
continuously during 
the last 5 years at 
13.1% CAGR

328,597 391,358 442,496 503,850 537,510 

2011 2012 2013 2014 2015

Source: Thai Life Assurance Association

• Life insurance 
industry is expected 
to grow continuously 
due to currently low 
penetration rate 



Top 10 U.S. Property/ Casualty Companies 
by Revenues, 2013 (in thousands of $)

Source: RM Exhibit 5.2



Large-size Thai non-life companies have 
65% market share in 2015 (12 Companies)

Source: Office of Insurance Commission



Growth in Thai Non-Life Insurance 
Premium In 2015

Source: Office of Insurance Commission





Thailand Life Insurance Market Shares by 
Distribution Channels

Source: The Thai Life Assurance Association (1Q2016) 





Rating and Ratemaking

• Ratemaking refers to the pricing of insurance and 
the calculation of insurance premiums
• A rate is the price per unit of insurance
• An exposure unit is the unit of measurement used in 

insurance pricing

unitsexposureratepremium *



Rating and Ratemaking

• Ratemaking refers to the pricing of insurance and 
the calculation of insurance premiums

• Total premiums charged must be adequate for paying all 
claims and expenses during the policy period

• Rates and premiums are determined by an actuary, using 
the company’s past loss experience and industry statistics

• Actuaries also determine the adequacy of loss reserves, 
allocate expenses, and compile statistics for company 
management and state regulatory officials



• Underwriting refers to the process of selecting, classifying, 
and pricing applicants for insurance

• The basic principles of underwriting include:
• Attain an underwriting profit
• Select prospective insureds according to the company’s 

U/W standards
• Reduce adverse selection against the insurer

• Provide equity among the policyholders
• One group of policyholders should not unduly subsidize 

another group

Underwriting



Underwriting

• After reviewing the information, the underwriter can:
• Accept and recommend that the policy be issued
• Accept subject to restrictions or modifications, e.g. 

another policy offering, deductible, or higher insurance 
premium rate

• Reject the application

• Many insurers now use computerized U/W for certain 
personal lines of insurance that can be standardized



Underwriting Considerations

• Other factors considered in U/W:
• Rate adequacy

• Non-life insurers are more willing to U/W new business if 
rates are considered adequate

• If not, U/W requires a more conservative approach

• Availability of reinsurance – results in more liberal U/W
• Whether policy can or should be cancelled or renewed

• In life insurance, policies are not cancellable
• In non-life insurance, most policies can be cancelled  if loss 

experience is unfavorable, the insurer may cancel or not 
renew the policy



Claim Settlement

• The objectives of claims settlement include:
• Verification of a covered loss
• Fair and prompt payment of claims
• Personal assistance to the insured



Steps in Claim Settlement

1) The claim process begins with a notice of loss, typically 
immediately or as soon as possible after a loss has 
occurred.

2) Next, the claim is investigated
• An adjustor must determine that a covered loss has 

occurred and determine the amount of the loss

3) The adjustor may require a proof of loss before the 
claim is paid

4) The adjustor decides if the claim should be paid or 
denied

• Policy provisions address how disputes may be resolved





Reinsurance

• Reinsurance is an arrangement by which the 
primary insurer that initially writes the insurance 
transfers to another insurer part or all of the 
potential losses associated with such insurance

• The primary insurer is the ceding company
• The insurer that accepts the insurance from the ceding 

company is the reinsurer
• The retention limit is the amount of insurance retained 

by the ceding company
• The amount of insurance ceded to the reinsurer is 

known as a cession



Reinsurance

• Reinsurance is used to:
• Increase underwriting capacity
• Stabilize profits
• Reduce the unearned premium reserve, which 

represents the unearned portion of gross premiums on 
all outstanding policies at the time of valuation

• Provide protection against a catastrophic loss
• Retire from business or from a line of insurance or 

territory
• Obtain U/W advice on a line for which the insurer has 

little experience



Alternatives to Reinsurance

Use of capital markets

• Securitization of risk means that an insurable risk is 
transferred to the capital markets through the creation 
of a financial instrument, such as a catastrophe bond or 
futures contract

• Catastrophe bonds are corporate bonds that permit the 
issuer of the bond to skip or reduce the interest 
payments if a catastrophic loss occurs 

• Cat bonds are growing in importance and are now 
considered by many to be a standard supplement to 
traditional reinsurance





Investments

• Because premiums are paid in advance, they can be 
invested until needed to pay claims and expenses

• Investment income is extremely important in reducing 
the cost of insurance to policyowners and offsetting 
unfavorable U/W experiences

• Life insurance contracts are long-term; thus, safety of 
principal is a primary consideration

• In contrast to life insurance, non-life insurance contracts 
are short-term in nature, and claim payments can vary 
widely depending on catastrophic losses, inflation, 
medical costs, etc.



Growth of Life Insurers’ Assets 

Source: RM Exhibit 6.2



Asset Distribution of Life Insurers in 2013

Source: RM Exhibit 6.3



Life insurance in Thailand as source 
of investment funds

Source: Thai Life Assurance Association
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Investments, P&C Insurers, 2013

Source: RM Exhibit 6.3



• Information systems are extremely important in the daily 
operations of insurers.

• Computers are widely used in many areas, including policy 
processing, simulation studies, market analysis, and 
policyholder services

• The accounting department prepares financial 
statements and develops budgets

• In the legal department, attorneys are used in advanced 
underwriting and estate planning

• Non-life insurers also provide many loss control services, 
e.g. alarm systems, fire prevention, occupational safety 
and health, etc.

Other Insurance Company Functions


