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Preface

2015 saw slowing world economic growth, together with decline in the 
quantity and pricing of international trade. Numerous uncertainties 
ranging from ultra-high debt level to regional political fluctuations 
shrouded the future recovery of world economy. In 2015, China’s 
economic growth maintained a steady pace while gradually slowing 
down as its GDP growth entered the “6%” era for the first time, 
accompanied by sluggish exports and investments, capital market 
turbulence and frequently promulgated new industrial regulatory 
policies. Against such backdrop, China’s insurance industry still 
maintained rapid growth, achieving a remarkable performance in 
2015.

As China continues to face the pressure of economic downturn in 2016 
and overall insurance industry risks rise, how will the industry 
maintain its performance in the future? Here we will attempt to 
analyse the following hot topics in the insurance industry based on 
2015 annual reports disclosed by several listed insurance companies 
and their financial information from previous years:

• Value enhancement or scale expansion – which will you choose going 
forward?

• How do insurance companies move from passitivity to proactivity in 
the face of soaring policy loans?

• The winners and losers of commercial auto insurance reform

• What credit risks will insurance companies face as alternative 
investments grow?

• What will you see when you unveil the strategic equity investments 
of insurance companies?

• What future lies ahead for products with high cash value in the face 
of increasing regulation by the CIRC?

• Has the diversification of insurance companies’ businesses created an 
untapped market space?
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Analysis scope of 2015 
annual reports of listed 
insurance companies
This newsletter provides a collection of 2015 performance essentials of domestic listed insurance 
companies.

The attached materials provide significant financial data of major domestic listed insurance companies 
for the year ended 31 December 2015, as well as the comparison and analysis of their disclosed 
performances and financial positions, including:

China Life Insurance Company, Ltd. (hereinafter referred to as “China Life”)

Ping An Insurance (Group) Company of China, Ltd. (hereinafter referred to as “Ping An”)

New China Life Insurance Company, Ltd. (hereinafter referred to as “New China Life”)

People’s Insurance Company (Group) of China, Ltd. (hereinafter referred to as “PICC”)

China Pacific Insurance Company (Group), Ltd. (hereinafter referred to as “CPIC”)

China Taiping Insurance Holdings Company, Ltd. (hereinafter referred to as “China Taiping”)

Currently, PICC and China Taiping are listed in HKEX, and China Life, Ping An, CPIC and New China Life 
are listed both in SSE and HKEX, while China Life is also listed in NYSE. For benchmarking purpose, the 
following data analysis was conducted in accordance with Chinese accounting standards in units of RMB 
million, except where specifically stated to be subject to international accounting standards / Hong Kong 
accounting standards.
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Chapter 1 
Performance overview of 
listed insurance companies
The written premiums of listed insurance companies continued to grow rapidly in 2015; meanwhile, 
thanks to the substantial increase in investment income for the first half of the year, overall net profits 
performed well. The earned premiums and investment income of 6 listed insurance companies rose 
respectively by 16.9% and 46.6% on a year-on-year basis, collectively achieved 33.9% growth in net 
profit from the previous year. Total assets and shareholders’ equity attributable to the parent 
companies increased respectively by 13.5% and 17.4%.

Insurance and investment are 2 major pillars of insurance companies, in which life insurance and 
property and casualty insurance (P&C insurance) constitute 2 largest parts of insurance. We will 
analyse the 2015 operation of 6 listed insurance companies per life insurance, P&C insurance and 
investment hereunder. In addition, we will present a forecast of the future development of insurance 
industry.

Note: PICC is subject to International Financial Reporting Standards; unlike other insurance companies, PICC’s
          investment income include interest, dividends, rental income, realised and unrealised gains and impairment losses.

Major financial indicators of 6 listed insurance companies

Operation data 2015 2014 Movements

Premiums earned 1,471,518 1,259,291 16.9%

Investment income 438,563 299,180 46.6%

Operating income 2,077,631 1,690,265 22.9%

Operating expense (1,108,565) (874,578) 26.8%

Net profit 161,513 120,656 33.9%

Comprehensive income 179,263 220,245 -18.6%

Financial data 31 December 2015 31 December 2014 Movements

Total assets 10,050,218 8,853,424 13.5%

Total liabilities 8,899,562 7,878,640 13.0%

Includes: 
Balance of insurance reserves 4,603,184 4,166,901 10.5%

Shareholders’ equity attributable to the 
parent companies

1,014,052 863,864 17.4%

Profitability indicators 2015 2014 Movements

Weighted average return on net assets 
(%) (the average of 6 companies)

15.06 14.17 
0.89 

percentage point

Basic earnings per share attributable 
to shareholders of the parent 
companies (yuan)

1.81 1.39 30.6%

Net assets per share attributable to 
shareholders of the parent companies 
(yuan)

13.08 11.01 18.8%
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Chapter 2 
Life insurance

Changes in market share of life insurance gross written 
premiums from 2013 to 2015

Changes in market share of life insurance standard policy  
premiums from 2013 to 2015

2.1 Wavering between scale and value

We used the written premiums and market shares of several 
listed life insurance companies / life insurance subsidiaries of 
listed companies publicly available from CIRC (hereinafter 
referred to as “listed life insurance companies”) in our analysis. 
According to data published by the CIRC, life insurance 
business has continued to grow rapidly, with gross written 
premiums and its growth rate respectively up by 25.0% and 6.8 
percentage points from 2014; even more impressively, standard 
policy premiums and their growth rate increased respectively 
by 43.1% and 22.8 percentage points over 2014. Major listed 
life insurance companies’ market shares in gross premiums 
remain relatively steady, but their market shares in standard 
policy premiums have fallen drastically due to the appearance 
of dark horses in the industry. This is an indication of the 
different choices and leanings of major listed life insurance 
companies and industry dark horses  on the issue of  value 
versus scale.

Since 2013, information disclosed by CIRC to life insurance 
companies includes: Gross written premiums, new payments in 
policy holders’ investment (mainly universal insurance) and 

new payments in unit-link insurance’s independent accounts. 
Gross written premiums revenues means written premium 
according to Interpretation No. 2 of the Accounting Standards 
for Business Enterprises (the primary legislation being No. 15 
[2009] of the Ministry of Finance), and the aggregate of gross 
written premiums, new payments in policy holders’ investment 
and new payments in unit-link insurance’s independent 
accounts is consistent with the written premiums (customarily 
referred to as standard policy premiums in the insurance 
sector) prior to the implementation of Interpretation No. 2. Our 
analysis is based upon gross written premiums and standard 
policy premiums.

We have discovered that, in respect of gross written premiums, 
a small number of listed life insurance companies still hold the 
largest market share; in respect of standard policy premiums, 
non-listed companies have been developing fast in the last 3 
years, and their market share has exceeded that of these listed 
life insurance companies in 2015, taking up more than half of 
the market.
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Top 5 insurance companies in terms of rises and falls in standard policy premium market shares in 2015

Life insurance companies’proportions of new payments in policy holders’investment to standard policy premiums:

Through our analysis, we discovered that the aforesaid 6 listed insurance companies have suffered downfalls in market 
shares according to both premium benchmarks, especially in the standard policy premium market. Who moved the market 
share cheese of these life insurance market leaders? How did they seize market share? We have identified the top 5 dark 
horses (“dark horse companies”) who have achieved the highest growth in the standard policy premium market in 2015 and 
attempted to spot their similarities:

Focusing on the aforesaid fluctuations, we analysed the proportions of new payments in policy holders’ investment to standard 
policy premiums for the above companies, and found that, for the top 5 companies in terms of market share rise, such proportions 
were all higher than the 2015 industry average of 31.6%, while the proportions of all 6 listed companies, apart from Ping An, were 
far below this average.

Are the results of this comparison consistent with our 
common notion that it’s easier for insurance companies to 
“scale up” through policy holders’ investments? When it 
comes to business development strategy, a life insurance’s 
decision to pursue more of either gross written premiums or 
develop standard policy premiums has a direct impact on its 
market shares for different benchmarks. Rapid premium 
growth and market share rises have also imposed higher 
demands on the overall risk management capabilities of 
these companies. The choice between value and scale has 
been a topic of discussion in the insurance industry for many 
years. An insurance company’s emphasis on product 
structure and channel development reveals its inclination 
towards value or scale.

Ranking 
in rise Companies Market share 

rise over 2014
Market share 

ranking in 2015

1 Funde Sino Life Note 1 2.7% 3

2 Huaxia Life Note 2 2.3% 4

3 Hexie Health Note 3 1.6% 13

4 Foresea Life Note 4 1.2% 11

5 Guohua Note 5 0.9% 14

Ranking 
in fall Companies Market share 

rise over 2014
Market share 

ranking in 2015

1 China Life -4.2% 1

2 Ping An -2.7% 2

3 New China Life -1.9% 6

4 CPIC -1.3% 5

5 Taikang Life -1.3% 7

Industry average 31.6%

Listed companies

Top 5 companies in terms of market share rise
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Note: 1. Funde Sino Life Insurance Company, Ltd. (hereinafter referred to as “Funde Sino Life”)
          2. Huaxia Life Insurance Company, Ltd. (hereinafter referred to as “Huaxia Life”)
          3. Hexie Health Insurance Company, Ltd. (hereinafter referred to as “Hexie Health”)
          4. Foresea Life Insurance Company, Ltd. (hereinafter referred to as “Foresea Life”)
          5. Guohua Life Insurance Company, Ltd. (hereinafter referred to as “Guohua”)
          6. Taikang Life Insurance Company, Ltd. (hereinafter referred to as “Taikang Life”)

From the Guiding Opinions on Accelerating Business 
Structure Adjustment to Further Exercise the Protection 
Function of Insurance issued by CIRC in 2009 to the Notice of 
the China Insurance Regulatory Commission on Issues 
concerning the Regulation of Personal Insurance Products 
with Short and Medium Durations in 2016, regulatory bodies 
have published a series of documents to encourage insurance 
companies to prevent risks, adjust structures and focus on 
developing products featuring safeguards against risks and 
long-term savings as well as maintain a reasonable scale of 
personal insurance products with short and medium 
durations. The whole industry has been swept up in the 
upsurge of product structure adjustment.

Note 6 
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Analysis of life insurance written premiums by insurance type
As can be seen from the chart on the 
left, more listed insurance companies 
are lowering their proportions of 
participating insurance year by year, 
while increasing that of traditional 
insurance. This phenomenon has arisen 
as a result of CIRC’s policy guidance, 
which has encouraged insurance 
companies to take precautions against 
risks, properly control the premium 
scale of personal insurance products of 
short and medium durations, and focus 
on developing products featuring risk 
protection and long-term saving, as 
well as adjustments made to product 
structures by major life insurance 
companies wavering between value 
and scale.

It can be concluded that the written 
premium of each major listed insurance 
enterprise from personal insurance 
channel in 2015 has risen steadily over 
2014, where China Taiping’s personal 
insurance written premiums rose by 7 
percentage points over 2014, replacing 
bancassurance as the main source of 
written premiums. The proportion of 
bancassurance channel businesses of 
all major insurance enterprise has 
decreased since 2014.

Note: 1. Ping An disclosed its written premiums data based on standard policy premiums; CPIC, New China Life  
               and PICC disclosed their written premiums data based on insurance business income under accounting  
               standards. Under accounting standards, written premiums of most universal insurance and unit-link   
               insurance are not recognised in insurance business income.

           2. China Life and China Taiping did not disclose written premiums by insurance type in their annual reports.

Analysis of life insurance written premium by channels

Note: Since 2014, CPIC’s life insurance business has been divided into private and corporate channels only.

Apart from business structure transformation, due to the impact of CBRC’s No. 90 
Notice on Further Strengthening the Sales Compliance and Risk Management of 
the Bancassurance Businesses of Commercial Banks in 2010 and Notice on 
Further Regulating the Sales Activities of the Bancassurance Businesses of 
Commercial Banks jointly issued by CBRC and CIRC in 2014, insurance companies 
have experienced certain hindrances while developing bancassurance channels, 
and listed insurance companies have also embarked on insurance business 
channel transformation, increasing investment in channels apart from 
bancassurance. Judging from the proportion changes in channels of each listed 
insurance companies for the last 2 years, the business structure adjustment has 
achieved some success.

The following chart shows changes in written premium proportion changes for 
each channel of major listed insurance companies.
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The different product structures and channel emphases of major insurance enterprises may also be reflected in the fluctuating 
surrender rates. As can be seen in their 2015 annual reports, listed life insurance companies’ surrender values and rates have 
been increasing every year. The historical surrender values and rates of listed life insurance companies are set out below.

We found that, among the above 4 listed insurance enterprises that have disclosed 
their surrender rates, New China Life, who had a relatively high proportion of 
bancassurance channels, had a relatively high surrender rate, and the fluctuations 
of its proportion of (surrenders + maturity payments + annuity payments) / 
operating cash inflows were also significant. We have analysed the trends of these 
companies’ surrender rates so as to provide more easily comprehensible data. In our 
comparison of the trends of these companies’ surrender rates, we included the 
corresponding SSE indexes to determine whether a correlation exists between stock 
market fluctuations and surrender rates’ trends.

In addition, based on information disclosed in listed insurance enterprises’ annual 
reports, we have calculated the proportion of the sum of surrenders, maturity payments 
and annuity payments for 2014 and 2015 to current year operating cash inflows, and 
discovered that such proportions of all the above 4 listed life insurance companies have 
gone up over the previous year, which means that the increased surrender rates have 
resulted in the decrease of net cash inflows from operating activities, and the majority 
of earned premiums will flow out in the form of surrenders, majority payments and 
annuity payments, thus further intensifying the cash liquidity pressures faced by 
insurance companies.

As can be seen from the chart on the 
left, the fluctuations in listed insurance 
enterprises’ surrender rates usually 
match those of stock indexes. We 
learned that surrender bank wealth 
management products, internet 
financial products and other new 
financial products with high returns 
have had a causative effect on the 
increase in surrender rates. There is 
also a very strong correlation between 
these changes in surrender rates and 
listed life insurance companies’ 
previous product structure primarily 
comprising participating insurance 
products, which are relatively sensitive 
to capital market fluctuations. 
Customers purchasing insurance via 
the bancassurance channels will 
probably be more concerned about an 
insurance product’s ROI when 
compared with other investment 
products. Therefore, New China Life, 
who has a relatively high proportion of 
bancassurance channels, experiences a 
higher correlation between its 
surrender rate fluctuations and SSE 
closing indexes. On the whole, the 
correlation between earnings in the 
capital market and surrender rates is 
not purely linear, as other factors, such 
as the quality of customers services, 
can have some effect on surrender 
rates.

Note: 1. Surrender rate = current surrender value / (initial liability reserves of life insurance and long-term health insurance + current written premiums of life insurance and   
               long-term health insurance)

           2. China Taiping and PICC did not disclose this data.

Listed life insurance companies’surrender values and rates from 2012 to 2015

Surrender rates trends for listed life insurance companies

2015 2014 2013 2012
Surrender 

value
Surrender 

rate 
Surrender 

value
Surrender 

rate 
Surrender 

value
Surrender 

rate 
Surrender 

value
Surrender 

rate 

China Life 106,672 5.6% 97,685 5.5% 64,863 3.9% 40,731 2.7%

Ping An 16,578 1.8% 10,188 1.3% 7,574 1.1%       5,341 0.9%

New China Life 54,336 9.3% 49,026 9.2%  28,795 6.2% 18,093 4.7%

CPIC 25,217 4.2% 29,028 5.4%  19,783 4.2% 12,318 3.0%
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We have checked the data from 2015 annual reports of several dark horse 
companies in the life insurance market, and find that their trends of surrender 
rates are not the same as those of listed life insurance companies. Meanwhile, 
surrender rate fluctuations among dark horse companies also differ from one 
another as they do not all present a trend of YoY increase, especially the surrender 
rate of Hexie Health which is drastically lower than that of other “dark horse 
companies”

We looked into the product structures of “dark horse companies” and discovered 
that Hexie Health did not sell any participating insurance products and primarily 
sold personal health insurance which have strong indemnification characteristics 
and are relatively immune to market interest rate fluctuation. The product 
structures of Funde Sino Life, Huaxia Life and Foresea Life experienced 
substantial changes over the last 3 years, during which they moved from 
primarily selling participating insurance products to traditional products, which 
is likely to be the reason that why the correlation between their surrender rate 
fluctuations and stock index fluctuation had been significantly weakened.

Surrender values and rates of“dark horse companies”from 2013 to 2015 
(unit: RMB ten thousand)

Product structures of life insurance“dark horse companies”

2015 2014 2013
Surrender 

value
Surrender 

rate
Surrender 

value
Surrender 

rate
Surrender 

value
Surrender 

rate

Funde Sino Life 747,552 4.6% 743,123 7.5% 476,480 6.5%

Huaxia Life   104,239  4.5% 110,753 5.9% 104,348 6.1%

Hexie Health 6,743 0.2% 32 0.2%  229 0.9%

Foresea Life 143,796 6.7% 18,471 4.4%  5,845 9.8%

Note: Guohua did not separately disclose its surrender statistics in its annual report. The surrender  
          rates of other companies were calculated with reference to benchmarks disclosed by listed   
          companies.
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The scale of policy loans has been expanding rapidly in recent years, and has become one of the hottest topics in the life insurance 
sector this year. The policy loan balances and growth rates of 4 listed life insurance companies on balance sheet dates for the past 
3 years are as follows:

A policy loan is secured by the cash value of the policy holder’s effective insurance 
policies, and depending on the terms of different companies’ policies, policy loans 
are capped at between 70% and 90% of the cash value of insurance policies. 
Therefore, policy loans have been operating on the basis of life insurance reserves, 
policyholder contract deposits and investment contract reserves. We have compared 
secured policy loans with the sum of life insurance reserves, policyholder contract 
deposits and investment contract reserves, and found that the proportions of the 
balance of policy loans to the sum of reserves, policyholder contract deposits and 
investment contract reserves of all these companies all show upward trends.

By taking such proportions, 3-year fixed term deposit interest rates and fluctuations 
of SSE closing indexes into consideration altogether, we can see that generally the 
fluctuations of SSE indexes and benchmark interest rates of bank deposits overlap 
with the trends of policy loans to a certain extent, which partially confirms the 
speculations pertaining to the uses of policy loans where applicants may “borrow 
money to invest in stocks” via policy loans when the market is booming. Yet such 
influence is by no means absolutely linear. For example, in the fast-moving bear 
market for the next half of 2015, the proportion of policy loans to the sum of 
reserves, policyholder contract deposits and investment contract reserves still rose.

Impacted by the soaring policy loans, it’s an established fact that major insurance companies have accumulated plentiful 
balances of policy loans. On the one hand, policy loans are “low risk investment” with relatively low credit risk; on the other 
hand, when compared with other kinds of investment, such loans are not favoured in respect of earning rates. How can 
insurance companies formulate optimal strategies when balancing cash inflows and investment returns, and shift from 
passivity to proactivity? Against the backdrop of Provisional Measures for the Business Management of Asset Support Plans 
which eases regulations upon asset securitisation projects as published by CIRC in September 2015, in 2016, China Taiping and 
Huatai Securities (Shanghai) Asset Management Company, Ltd. have jointly issued “Debt Support No.1 Special Plan for policy 
loans of China Life” – the first national asset securitisation project for policy loans – which can provide some enlightenment on 
how to liquidate remnant policy loans, reverse cashflows and optimise investment income.

Policy loan balances and growth rates of 4 listed life insurance companies

Trend chart of the proportion of policy loans to the sum of reserves,  
policyholder contract deposits and investment contract reserves: 

31 
December 

2015

31 
December 

2014

31 
December 

2013

Growth 
from 2014 

to 2015

Growth 
from 2013 

to 2014

China Life 84,959 73,654 60,176 15.3% 22.4%

Ping An 52,092 37,886 26,107 37.5% 45.1%

New China Life 20,879 14,903 8,841 40.1% 68.6%

CPIC 19,610 12,253 8,444 60.0% 45.1%

As can be seen from the chart on the 
left, the 4 listed life insurance 
companies that have disclosed their 
policy loan data have all enjoyed 
double digit growth in policy loans for 
the past 2 years.
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2.2 How do insurance companies move from passivity to proactivity in the face of soaring   
policy loans?
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Actuarial assumptions have been revised by listed insurance companies on 31 
December 2015 in accordance with current information, and changes in 
corresponding long-term personal insurance contract reserves as incurred by such 
revisions have decreased 2015 pre-tax profits to different degrees.

Actuarial assumptions including discount rate, mortality rate, morbidity rate, 
surrender rate, fee assumption and insurance policy dividend assumption are 
determined by each insurance company based upon current information available 
on balance sheet date, and are used to calculate liabilities relevant to insurance 
policies, such as various insurance reserves on balance sheet date. Generally 
speaking, changes in discount assumptions have the greatest impact. For 
insurance contracts whose future insurance rates are not affected by investment 
income from corresponding investment portfolios, discount rate assumptions are 
calculated in accordance with measures specified by CIRC and public external 
market information (“benchmark earning rate curve for the calculation of  
insurance contract reserves” as published on www.chinabond.com.cn (“China 
Bond”)). Thus insurance companies are left with very limited room for making 
subjective judgements. The decrease in discount rates can give rise to the increase 
of liabilities in insurance reserves, thus lowering pre-tax profits.

We have extracted the impact of reserve assumption adjustments upon pre-tax 
profit from the annual reports of 6 listed companies:

2.3 Insurance companies’ profit goals under pressure in low 
interest rate environment

Impact of reserve assumption adjustments

China Life Ping An CPIC New China Life

Impact on pre-tax profits

Pre-tax profits 

Proportion of impact on pre-tax profits

2014 2015

As can be seen from the chart on the 
left, subsequent to the lowering of 
discount rate assumptions in 2015, the 
pre-tax profit of each major insurance 
company has gone down slightly. We 
have examined the benchmark earning 
rate curve for the calculation of 
insurance reserves from China Bond at 
the end of 2015 and 2014. With the 
front end down by roughly 10 base 
points and the rear end down by 
roughly 12 base points, the curve 
shows a downward trend on the whole. 
With reference to the changes in the 
benchmark earning rate curve for the 
calculation of insurance reserves from 
China Bond, each major insurance 
company has lowered its discount rate 
assumption, which directly resulted in 
the rise of the balance of reserves and 
the fall in pre-tax profits. Since the 
beginning of 2016, the market interest 
rates have been going down. It’s 
expected that the low interest rate 
market environment will continue in 
2016, and the profit goals of life 
insurance companies will continue to 
face downward pressure in 2016.
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2.4 New business value overview of listed insurance companies

We have collected the first year written premiums, new business value and new 
business value rates of each listed insurance company from 2011 to date, and 
compared them in the following charts.

Note: PICC didn’t disclose its data for 2011 and 2012 as it was not yet publicly listed then.

Trend chart of first year written premiums for listed insurance enterprises:

Trend chart of new business value for listed insurance enterprises:

Trend chart of new business value / first year written premiums for listed 
insurance enterprises:

Our comparison of the above data 
showed that the rankings of each 
insurance company’s first year written 
premiums and new business value 
basically align with their respective 
market share rankings. Yet when 
comparing the ratios of new business 
value to the first year written 
premiums (new business value rates), 
the efficiencies of such companies 
varied greatly. Therefore, we can see 
that the management of these major 
companies differ in their business 
strategies when it comes to choosing 
between scale and value.

Judging from the trend of new business 
value rates over the years, such rates of 
CPIC and Ping An’s rates have risen 
dramatically while other listed 
companies have experienced slight 
fluctuations, with relatively stable 
management policies.
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On 1 June 2015, auto insurance rates reform trials were implemented in 6 regions, namely 
Heilongjiang, Guangxi, Shanxi, Shandong, Chongqing and Qingdao and since January 2016, 
12 regions, namely Tianjin, Inner Mongolia, Jilin, Anhui, Henan, Hubei, Hunan, Guangdong, 
Sichuan, Xinjiang, Ningxia and Qingdao had been added. In May 2016, trials were launched 
in the third batch of 18 trial regions, and it’s expected that trials will extend to more regions 
in the future. In light of this, changes in market shares, comprehensive loss ratios (CLR), 
comprehensive expense ratios (CER) and combined operating ratios (COR) of listed P&C 
insurance companies have been subject to close scrutiny. The increase in written premiums 
in the P&C insurance sector in 2015 of 11.6% over 2014, though not as high as that of the life 
insurance sector, was nevertheless continuous stable growth. The following is a comparison 
of written premiums from 4 listed P&C insurance companies from 2012 to 2015:

Chapter 3 
Property insurance industry 
performance 
3.1 Auto insurance rates reform is likely to replace market landscape

2015
Amount

2014
Amount

2013
Amount

2012
Amount

Premium 
growth rate  

in 2015

In which: 
Growth rate of 
motor vehicle 

insurance

PICC 281,010 252,419 223,005 193,018 11.3% 10.4%

Ping An 163,641 142,857 115,365 98,786 14.5% 18.5%

CPIC 94,439 92,837 81,613 69,550 1.7% 2.4%

China Taiping 15,615 13,270 10,800 7,768 17.7% 15.4%

Total 
premiums of 
the industry

842,326 754,440 648,116 552,988 11.6%

Comparison chart of P&C insurance written premiums
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In terms of product structures, changes in P&C insurance sector’s product structures have not been conspicuous, while 
motor vehicle insurance products still comprise the majority of insurance products. In view of the product structure of each 
P&C insurance company, although the proportion of motor vehicle insurance in each company varied, their product 
structures appeared rather stable by historical vertical comparison.

We have compared the market share trends of several listed P&C insurance companies, and 
found that their respective market shares have been relatively stable. This phenomenon can 
be attributed to the fact that the P&C insurance sector is fundamentally built upon 
protection insurance products, which has a limited range of products that similar to 
investment products in the life insurance sector, so it is less common for P&C insurance 
companies to scale up quickly with specialty products.

Trend chart of market shares for P&C insurance companies:

Comparison of market shares for listed P&C insurance companies in 2015 and 2014:

Comparison of product structures

PICC Ping An CPIC China Taiping - 
domestic

2015 2014 2015 2014 2015 2014 2015 2014

Motor vehicle 
insurance

72.5% 73.1% 80.0% 77.3% 79.2% 78.6% 79.6% 82.4%

Other 
insurances

27.5% 26.9% 20.0% 22.7% 20.8% 21.4% 20.4% 17.6%

Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

33.4% 33.5%

19.4%11.2%

34.1%

2015 2014

1.9%
18.9%12.3%

33.5%

1.8%

CPICPing An OthersPICC China Taiping
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Note: The above product structures are calculated according to written premiums before ceding (gross written  
          premiums) disclosed in annual reports of listed insurance companies
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It is evident from the comparison on 
the left, CLR of these companies in 
2015 were down by various degrees as 
compared with that of 2014 after being 
subject to commercial auto insurance 
reforms; CER of all these companies 
other than CPIC were up by varying 
degrees as compared with that of 2014. 
Due to the decreases in CLR and 
increases in CER, the COR of all 
companies, other than CPIC, had 
basically remained steady. The 
increases in CER were primarily 
attributed to the heated competition in 
the motor vehicle insurance sector 
subsequent to the launch of commercial 
auto insurance reforms in 2015, during 
which insurance companies increased 
business development expenditure with 
the hope of acquiring high quality 
customers and grab market share. 
Confronted with the pressure of rising 
premium rates, major P&C insurance 
companies spread out the additional 
costs over a number of regional 
markets, while small P&C insurance 
companies found themselves at a 
disadvantage in terms of competition. 
For a more accurate picture of the 
impact of commercial auto insurance 
reform, we compared the changes in 
CLR and CER for the above 4 
companies for H1 and H2 of 2015.

Compared with H1 of 2015, the CER of the 3 listed P&C insurance companies, 
other than China Taiping, for H2 of 2015 have risen slightly, which can be 
partially attributed to the progressively expanded trial implementation of 
commercial auto insurance reforms for H2 of 2015.

As the territorial scope of commercial auto insurance reforms expands, the 
impact of these reforms on major P&C insurance companies will gradually 
intensify. Out of these insurance companies, who are the winners and losers? 
Strong P&C insurance companies will remain afloat through various regional 
markets, and have the capacity to pay high subsidies to seize market share, which 
may lead to a situation where the big gets bigger and the small gets smaller or 
kicked out of the market. In pursuance of staying advantaged in competition, P&C 
insurance companies need to shift their focus from blindly applying high 
allowances to enhancing operation and management, pricing accurately, 
improving compensation standards and reinforcing core competitiveness.

In line with COR disclosed by companies, the vertical trends of COR for all the 
companies, other than CPIC, remained fairly stable, while the horizontal 
comparison between them revealed differences. 

Comparison of CLR, CER and COR

Comparison of CLR, CER and COR for the first half and next half of 2015
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Investment asset structures for listed insurance companies in 2014 and 2015  
(by investment product)

Chapter 4    
Investments
4.1 capital market fluctuations impact insurance companies’ investment 
structures

2015 H1 and H2 capital market performances were polar opposites. The rapid growth of the capital 
market in H1 of 2015 was a continuation of the growth momentum from H2 of 2014, which was 
then followed by China’s A share market experiencing a rapidly deteriorating bear market in H2 of 
2015. Will capital market turbulences impact the investment structures of major insurance 
companies, such as lowering their stock positions? We have collected the investment asset 
structures of listed insurance companies in H1 and H2 of 2015 for the purpose of identifying the 
influence of a fast bear market upon their investment structures.

In the investment asset structure of insurance companies, debt, term deposits, and cash and cash 
equivalents are low-risk investments which provide steady returns, while equity is more risky 
with higher returns than any other investments. On the whole, fixed income investments still 
dominate insurance companies’ investment assets, where debt and term deposits remain the 2 
largest types of investments in their portfolios. However, the proportion of fixed income 
investment in 2015 went down across the board as compared with 2014, especially the allocation 
for term deposits, which slid down drastically, while the proportion of equity grew in 2015 as 
compared with 2014.
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Generally speaking, in a bullish capital market, major insurance companies tend 
to enlarge their proportions of equity investments, and lower stock positions in a 
bearish market. The following chart presents the investment proportion trends of 
equity investment for major insurance companies together with SSE indexes.

Note: As this is publicly available data, PICC’s analysed data starts from 31 December 2012, while that of New China Life starts from 30 June 2012.

Trend chart of changes in equity investment proportions and SSE indexes

As shown in the chart, from 30 June 2013 to 30 June 2015, 
SSE indexed presented an upward trend. Listed insurance 
companies increased their proportions of equity investment 
accordingly, and the proportion of New China Life’s equity 
investment grew more than the rise in SSE indexes. From 
June 2015 to date, although China’s A share market has 
experienced a wave of sliding bear market, listed insurance 
companies have not significantly lowered the proportions of 
equity investment; on the contrary, they have diversified 
their own equity investment structures by investing in 
non-listed equity, overseas equity and other investments, in 
accordance with new investment guidance policies issued by 
CIRC.
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In addition, as we have discovered from liquidity risk disclosures from listed 
insurance companies, in 2015, all listed insurance enterprises, other than Ping An, 
had coincidentally increased their proportions of short-term financial assets 
(unlimited and within 1 year). In view of low interest rates and a pessimistic 
market outlook, these companies have made allocations for short-term, highly 
liquid assets to counter a highly volatile capital market and meet cash redemption 
requirements.

Note: Companies vary in their ROI calculation formulas; thus their results are not comparable. The  
          above presentation is solely for presenting the variation trends of these companies during  
          different stages.

Proportions of financial assets by relevant remaining contractual maturity (undiscounted cash flows)

ROI
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4.2 Investment performances of major insurance enterprises in 
2015 were outstanding, while potential risks require attention

Listed insurance enterprises often adopt net ROI and total ROI when disclosing 
their investment income in annual reports. We have extracted the following ROI 
data from their annual reports:

2015 2014 2015 2014 2015 2014 2015 2014 2015 2014 2015 2014
China Life Ping An New China Life CPIC PICC China Taiping
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As can be seen from the chart on the 
left, the total ROI of these 6 listed 
insurance enterprises in 2015 have all 
increased on a year-on-year basis, with 
Ping An achieving the greatest growth 
of 2.7 percentage points. Total ROI for 5 
of these 6 companies were over 7%, 
with the exception of China Taiping, 
whose total ROI was 8%. Therefore, 
even in a fast bearish A share market, 
insurance funds have managed to 
maintain decent ROI’s during these 
turbulent times. 
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From 2012 to 2015, we have analysed the trends of annualized net ROI and total 
ROI for these listed insurance enterprises in 6-month units, and made further 
comparisons with SSE closing indexes. Through our comparison, we discovered 
that these companies’ ROI trends were basically uniform, in particular, total ROI 
trends were more uniform than that of net ROI. These ROI trends on the whole, 
consistent with that of SSE closing indexes, with differences mainly arising as a 
result of companies’ different asset allocations.

Trend chart of net ROI

Trend chart of total ROI
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It is particularly noteworthy that due to the overcapacity and  severe losses in 
some industries as well as frequent defaults in the bond market in 2015, ranking 
institutions have been quick to give negative ratings to mining, iron and steel, 
electrical equipment, new energy and other industries. The frequent release of 
negative information have led to a sharp increase in impairment risks of fixed 
income investments relevant to such industries. As a result, in 2015, Ping An 
made impairment provisions of RMB 3.70 billion for loans and receivables and 
held-to-maturity investment.

In addition, the A share market has seen 2 extremes in H1 and H2 of 2015, from 
which it has not fully recovered even in 2016. Low interest rates and capital 
shortage may persist for a number of years, which has led to investors lowering 
their mental anticipations of earnings. PICC’s total ROI as published in its Q1 2016 
report was 2.6 percentage points lower than that of 2015, while Ping An’s total 
ROI on insurance funds was down by 36.4% on a year-on-year basis. As major 
insurance companies have different impairment accounting policies, treatments 
and estimates of impairment losses, market risks affect impairment provisions at 
different speeds. PICC’s impairment provision policy concerning available-for-sale 
equity investment states that, “Should the fair value of this equity instrument 
investment be lower than 50% of its initial investment cost, or be lower than its 
initial investment cost for more than 1 year (inclusive), or be lower than 80% of 
its initial investment cost for 6 consecutive months, the asset is deemed to be 
impaired”. The impairment policies for Ping An CPIC and New China Life all state 
that, “Each available-for-sale equity instrument investment should be individually 
inspected on balance sheet date; generally speaking, should the fair value of such 
equity instrument investment be lower than its acquisition cost or 50% (inclusive) 
of its acquisition cost continuously for a year, this is deemed as a material or 
non-temporary drop in its fair value, and impairment will accrue or clauses to this 
effect”. Thus it can be seen that PICC’s impairment policy is more cautious as its 
timing for accrual commences earlier than any of the other insurance companies. 
We have collected asset impairment losses of 4 insurance enterprises listed in A 
share market from their Q1 2016 reports, and found that PICC’s asset impairment 
losses have risen sharply over the previous year, possibly a reflection of the 
downturn risks of capital market in H2 2015 in the asset impairment of Q1 2016.

Asset impairment in Q1 2016

Asset impairment losses Q1 2016 Q1 2015 Increase

China Life 367 31 336

Ping An 9,909 5,137 4,772

New China Life 43 3 40

CPIC 204 102 102

Note: Ping An’s asset impairment losses include Ping An Bank’s loan loss data.
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Trend chart of non-standard asset investment proportions

Against the backdrop of CIRC’s loosening investment front-end loan restrictions, 
the insurance sector has been gradually easing the investment limits of insurance 
funds, and gradually increasing investments in non-standard products, including 
bank wealth management products, collective investment funds, asset 
management plans, project support schemes, private placements, bond 
investment plans, and investment properties. The following chart shows the 
proportion trends of non-standard assets for several listed insurance companies 
since the progressive lifting of restrictions on the use of insurance funds from 
2013.

The increase in alternative investments has largely improved the ROI of insurance 
funds’ investments, but the diversity of alternative investments’ forms, fields and 
industries have resulted in greater credit risks and risk management challenges. 
Major insurance enterprises need to analyse and identify different investment 
types and risk features, optimise their management and processes of alternative 
investments and make quick improvements to their internal capabilities, so as to 
formulate a comprehensive set of risk assessment indicators pertinent to 
alternative investments and pro-actively deal with increasing credit risks, rather 
than relying on external ratings.

When choosing between value and scale, listed insurance enterprises usually take 
the safe option and tend to choose value, while emerging insurance enterprises 
are more likely to improve their asset earnings via various high return 
investments, and attract customers’ investment on the underwriting end in order 
to enlarge their scale and seize market share. Yet high returns often come with 
high risks. As soon as the macroeconomic environment changes, fund inflows 
from the underwriting end will not be able to support fund outflows on the 
investment end, which may lead to a break in capital flow. Risk prevention will 
thus be of utmost importance. After experiencing dramatic highs and lows in 
2015, the forecast for the capital market is that risk-free market interest rates will 
go down, and stock market turbulences shall persist with amplified asset 
allocation pressure, even as investment channels expand and the types of 
investment increase. Insurance companies should consider enhancing the 
identification of investment risks in 2016, lower their return expectations, and 
increase conservative and defensive investments on the one hand while exploring 
investment opportunities in emerging and innovative fields on the other hand.

0.0%

5.0%

10.0%

15.0%

20.0%

25.0%

2013
12.31

2014
06.30

2014
12.31

2015
06.30

2015
12.31

New China LifePICCCPICChina Life Ping An



PwC - Insurance Newsletter 23

Balance of investment in affiliated companies by insurance companies and the number of affiliated  
companies disclosed

Against the backdrop of CIRC’s loosening of investment font-end load restrictions, listed insurance 
companies have been gradually turning their attention to strategic equity investments. In July 2015, 
CIRC promulgated the Notice on Issues concerning the Increased Regulatory Proportion of Insurance 
Funds Invested in Blue Chip Stocks, which eased the regulatory proportion of insurance funds invested 
in Blue Chip Stocks, and within six months afterwards, Anbang, Funde Sino Life, Foresee Life, Huaxia 
Life and many other companies notified CIRC of their equity acquisitions in the secondary real estate 
market. It was interesting to see the names of these companies when we compared the 2015 growth 
rates of standard policy premiums in the insurance industry. Has strategic equity investment become 
an investment hotspot for insurance companies, especially emerging insurance companies?

We have extracted and collected hereinafter the balance of investments in affiliated companies and the 
disclosed number of affiliated companies for long-term equity investment from the annual reports of 
the companies. It is evident that although the amounts of growth differed, all insurance companies, 
apart from New China Life, had increased their investments in  affiliated companies as compared with 
2014, and the number of investment projects deemed material by the management and was separately 
disclosed had risen, too. The drastic fall in New China Life’s funds invested in affiliated companies was 
mainly due to the fact that, subsequent to the reorganisation of SEI, the shareholding of New China Life 
dropped to 3.46% and such investment was reclassified as available-for-sale financial assets.

Strategic equity investment has become particularly popular with emerging insurance enterprises, for 
example, Sino Life’s long-term equity investment in 2015 amounted 45% of its total assets. This could 
be a result of government policies, an attempt to achieve higher returns or, mostly likely, a strategic 
consideration. Taking Anbang as an example, Anbang has done well in the secondary market in recent 
years through its equity acquisitions of listed real estate, finance and other companies (especially these 
with relatively scattered share distribution) as well as multiple equity acquisitions of certain listed 
companies (such as Minsheng Bank). In this way, Anbang gradually diversified its investment portfolio, 
gained control of these enterprises, and received substantial returns on its investment.

For insurance enterprises, the attraction of strategic equity investment lies in building up a 
comprehensive business network covering banking, trust, asset management, securities and other 
services so as to reduce friction with other businesses and expand their business channels; for listed 
enterprises, the attraction lies in investing in companies with good performances which will enable 
them to identify new business growth opportunities when they feel they have reached the limit for 
growing their own businesses, thus elevating their market value in the secondary market; for 
enterprises who see good prospects in a certain sector but lack the requisite experience, strategic 
equity investment is an attractive means by which they can test the waters until such time when the 
future prospects of the sector become clearer, and it is safer to increase stakes clearly.

By lifting the mysterious veil over strategic equity investments of insurance companies, we have 
witnessed the tremendous attraction of high returns and strategic formations as well as great potential 
risks, such as the lack of liquidity of non-listed companies, equity stock market fluctuations and 
unsuccessful strategic formations. The more investor attention a sector or company attracts, the harder 
it is to take control through strategic investment. CIRC has issued the Disclosure Standard No. 4 on 
Usage Information of Insurance Companies’ Funds: Large Non-listed Equity and Large Real Estate 
Investment in May 2016 to intensify the requirement for information disclosure regarding non-listed 
equity and large real estate investments of insurance companies. This is a clear indication of the 
regulator’s attitude and determination in acting to prevent risks in this field and strengthening 
regulation of these investments.

4.3 Strategic equity investment emerges as new favorite in the industry

2015 2014

Balance of investment 
in affiliates

Number of affiliates 
disclosed

Balance of investment 
in affiliates

Number of affiliates 
disclosed

China Life 44,405 5 41,912 4

Ping An 23,875 11 10,908 6

New China Life 3,626 4 10,150 5

CPIC 306 4 253 2

PICC 50,418 2 33,233 3

China Taiping 84 2 20 2



In 2016, insurance industry is faced with both opportunities 
and pressures with its future development significantly 
influenced by regulatory policies.

1)As of 1 May 2016, the policy of replacing business tax (5%) 
with value-added tax (6%) was implemented in the finance 
sector. This policy affects the determination of tax-exempt 
items and deductible input taxes in the insurance sector. We 
will be watching closely the impact of this policy on the 
operating profit of major insurance enterprises.

2)Due to the greater future liquidity and solvency pressures 
of high cash value products, for the purpose if risk 
prevention, CIRC issued the Notice of China Insurance 
Regulatory Commission on Issues concerning the Regulation 
of Products with High Cash Value in February 2016. After 
the implementation of China Risk Oriented Solvency System 
(hereinafter referred to as “C-ROSS”), the Notice of China 
Insurance Regulatory Commission on Issues concerning the 
regulation of Short-and Medium-Term Personal Insurance 
Products in March 2016 was issued, which contains series of 
regulations and limitations on the sale of short-and medium-
term personal insurance products. Short-and medium-term 
Personal Insurance products or high cash value products can 
generate high returns in a short time to the insured 
policyholders while also providing some form of security. 
The cash value of such product usually reach their peak 
within a short period of time (1 year, for example), which is 
usually when policyholders will choose to surrender their 
policies and start new ones. Besides, policyholders are able 
to apply for more policy loans when holding high cash value 
products.

The high returns, quick recovery of principal, flexibility and 
other features of high cash value products cater to the 
short-term investment needs of policyholders, hence their 
strong attraction to these products. On the other hand, 
medium and short-term high cash value products provide 
limited security, which may deviate from the original 
intention of policyholders purchasing insurance products. 
Insurance companies concede parts of their profits to 
policyholders through these products so as to expand their 

business through attracting investments from policyholders, 
and proactively maintain their current customer base and 
channels. However, selling more medium-and-short-term 
high cash value products increases the risk of encountering a 
massive number of policies being surrendered at one time, 
which will create substantial cash flow pressure for 
insurance companies. In addition, if investment returns fail 
to meet expectations, insurance companies may lose their 
competitive edge in the market and face the prospects of 
having their products being replaced by other financial 
products.

For insurance companies, not only do high cash value 
products come with enormous premiums and policy loans, 
they also carry the risks of elevating policy surrender 
payments and policy surrender rates, and greater liquidity 
and insolvency pressures. To this end, the CIRC has been 
frequently issuing notices on the regulation and limitation of 
such products. After all, the future of high cash value 
products will likely be determined by whether insurance 
companies choose to focus on value or scale.

3)C-ROSS has been formally implemented since Q1 of 2016. 
Under C-ROSS, held-to-maturity securities are carried at 
amotised cost and therefore not affected by interest rates 
fluctuations, cannot be used to hedge against inherent 
interest rate risks in insurance reserves and may adversely 
affect the solvency of insurance companies in an unstable 
market. To sum up, management needs to further consider 
the accounting classification of new fixed income investment 
and its impact on solvency ratios of insurance companies.  

Under C-ROSS, almost all risk factors are amplified, with the 
exception of investment property and infrastructure equity 
plans. Therefore, insurance companies should be paying 
attention to the allocations made to these assets in the 
future. Besides, as there is a direct connection between risk 
management capability, minimum capital requirements and 
overall risk rankings under the C-ROSS regime, we foresee 
an improvement in the management of insurance 
companies.
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Chapter 5
Outlook for industry development

5.1 The impact of regulatory policies on the future development of the insurance sector
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The insurance industry saw remarkable developments in 
2015, during which competition intensified as life insurance 
companies chose between value and scaling up; innovation 
in commercial auto insurance pushed P&C insurers to 
improve operating efficiencies and management capabilities; 
policies opening up investment front-end channels, and 
removing the many limitations over insurance investment 
had led to portfolio diversification, and the increasing 
popularity of alternative investments and strategic equity 
investment. While other financial sectors remained in the 
doldrums, the insurance sector grew and flourished, thanks 
to effective and favourable national policies. However, the 
rapid development of Chinese insurance industry in 2015 
still won’t erase the fact that it still falls far behind the other 
two pillar financial sectors (banking and securities) in terms 
of overall scale and profitability. In 2015, total assets of 6 
listed insurance companies reached about RMB 10.05 
trillion and net profits of their parent companies amounted 
to RMB 161.5 billion while in the same year, total assets and 
net profit of Bank of China, the smallest of the four state-
owned banks in terms of scale, were RMB 16.82 trillion and 
RMB 170.80 billion respectively. Compared with mature 
capital markets of developed countries, the Chinese 
insurance industry still has much room to grow. Then, where 
are the blue oceans for the future development of insurance 
companies? The following areas have emerged as possible.

5.2.1 Endowment real estate

PwC’s study reveals the evolution of companies is affected 
by these five agents: society, technology and applications, 
environment and natural disasters, economy, and politics. 
Faced with the growth of its middle class, change in family 
structure, an ageing population and other societal factors, 
China’s pressure to fund its pension continues to increase. 
Driven by national policies and the second industrial 
development, many insurance companies have begun 
focusing on retirement products and endowment real 
estates. Insurance companies have been gradually making 
their way into the real estate sector and developing 
endowment real estate projects, such as Yanqing ageing 
community project developed by New China Life, Wuhan 
ageing community project by Union Life and Sanya ageing 
community project by Talking Life. Could this be the future 
direction of investments for other insurance companies?

5.2.2 Health management

In 2015, Ping An released the first internet health 
management product, “Ping An Doctor”, which provides all 
kinds of personalised medical and health management 
services to clients through an online health information 
consulting platform. This product combines online medical 
services of family doctors and specialist doctors with big 
data mining, analysis and applications and a combination of 
on-line and off-line methods. This could inspire other 
insurance companies to follow suit, as access to medical 
services becomes increasingly difficult. Taking advantage of 
China Mobile’s Internet Smart Healthcare to provide a 
one-stop health management solution and establish an 

internet health industry ecosystem will help these 
companies get a slice of the health management market.

5.2.3 Internet insurance

The Ministry of Commerce speculates that, the scale of 
China’s internet market will be more than RMB 6 trillion, 
and internet insurance will constitute at least 10% of written 
premiums by 2020. The rapid development of internet 
personal insurance and the high proportion of wealth 
management businesses have had an impact on traditional 
bancassurance channels; P&C insurance has been growing 
at a relatively slower rate than personal insurance, with a 
limited range of products, primarily centred around vehicle 
insurance. In PwC’s recently published viewpoints, we 
mentioned 3 features of the great changes in the insurance 
sector in the internet: accelerated model innovation 
powered by technological revolution where cloud 
computing, big data and other internet factors, are 
transforming the insurance sector’s commercial ecosystem; 
the internet ecological scene, especially e-commerce, has 
hastened the arrival of new opportunities and vitality, new 
cross over customized products are contextualised. It will be 
interesting to see how major insurance companies will 
further innovate their internet insurance products, control 
overall risk level of internet insurance and balance online 
and off-line marketing models in the future.

Due to the economic downturn, performances of major P&C 
insurance companies have declined in Q1 2016, signifying 
pressure and concern. How will these P&C insurance 
companies seek out blue oceans for future development 
when they are struggling in the current macroeconomic 
environment? Firstly, as a country with tremendous GDP, 
China’s insurance industry is relatively small, so, when 
compared to the global market, there is vast room for 
growth, with national insurance awareness to be enhanced; 
in addition, it might be worth exploring certain insurance 
products that are supported by national policies with high 
underwriting profit, such as agricultural insurance, as they 
provide a breakthrough; in developed countries, indemnity 
insurance is usually the first major P&C insurance type, 
while in China, indemnity insurance usually involving food 
safety and environmental protection still have lots of room 
for improvement.

Insurance companies’ business operations have gradually 
diversified as the economy developed, the government 
provided policy support, investment front-end load 
restrictions were eased and people’s awareness of insurance 
products grew. The diversification of investment projects 
and fields, insurance products, distribution channels, 
service ideas, and support resources will present insurance 
companies with ample opportunities and thinking space to 
seek out new untapped markets.

5.2 Blue oceans for the future development of insurance companies
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Management consulting services: 1. Multidimensional analysis of cost and profit, comprehensive 
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