Market Overview — Long Term Insurance

Market Performance of Long Term Insurance Business in 20231

Total office premiums for in-force long term business increased by 0.3% to HK$474,784 million
in 2023. Individual Life category remained the dominant line of business, making up HK$426,503
million or 89.8% of total long term business. The respective number of policies in 2023 was 14.2
million, carrying net liabilities of HK$2,455,261 million. As at 31 December 2023, there were
264,403 in-force Qualifying Deferred Annuity Policies (“QDAPs”), with an average issue age of 47
and average annualised premium of around HK$70,000.

Yearly contributions for Retirement Scheme contracts administered by insurers decreased by
11.3% to HKS6,945 million. In 2023, there were 5,614 Retirement Scheme contracts carrying net
liabilities of HK$118,165 million. In-force office premiums for Group Life business increased by
4.0% to HKS5,194 million, carrying net liabilities of HK$1,206 million. In-force office premiums
for Annuity business decreased by 0.9% to HK$35,337 million. In-force office premiums for Other
business (mainly Permanent Health business) decreased by 2.2% to HKS805 million.

Office premiums for new Individual Life business increased by 33.4% to HK$170,149 million in
2023, including HK$158,873 miillion from Individual Life (Non-Linked) business and HK$11,276
million from Linked business, which recorded an increase of 41.1% and decrease of 24.4%
respectively. The total number of new policies increased by 17.1% to 892,317 in 2023. Office
premiums for new Individual Annuity business increased by 14.9% to HK$8,831 million. In 2023,
30,035 QDAPs were sold, contributing total annualised premiums amounting to HK$1,921 million.

1 Market Overview statistics cover insurers whose financial year ended between 1 January 2023 and 31 December
2023.



Figure 1 Office Premiums for Total In-Force Long Term Business
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Figure 2 In-Force Individual Life Policies
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Industry Statistics Highlights — Long Term Insurance Business

In-force Business

In-force office premiums for Individual Life business, which remained the dominant line of long
term insurance business, increased from HK$424,289 million in 2022 to HKS426,503 million in
2023, an increase of 0.5%. Non-Linked and Linked business accounted for 92.2% and 7.8%
respectively.

Figure 3 In-Force Long Term Business
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In-Force Individual Life Business

Non-Linked Business
Office premiums for Non-Linked business increased by 1.9% to HK$393,219 million in 2023,

representing 92.2% of office premiums for in-force Individual Life business. There were 13.1
million in-force Non-Linked policies at the end of 2023, up by 1.8% from 2022. The total sums
assured as at 31 December 2023 was HKS8,396,983 million while net liabilities amounted to HKS
2,200,488 million, representing an increase of 3.7% and 10.4% respectively.

Regarding categories of in-force office premiums, Whole Life and Endowment together
comprised 88.0% of Non-Linked business, while Term along with Other insurance accounted for
the remaining 12.0%.

With-profits business accounted for 82.7% of in-force office premiums and without-profits
business for the remaining 17.3%.

Linked Business

Office premiums for Linked business decreased by 13.7% to HKS$33,284 million in 2023,
accounting for 7.8% of office premiums for in-force Individual Life business. The number of in-
force policies as at 31 December 2023 was 1.2 million while net liabilities stood at HK$254,773
million, representing a decrease of 3.6% and 0.2% respectively.

Figure 4 Office Premiums for In-Force Individual Life Business
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Office Premiums (HKS million) 2019 2020 2021 2022 2023

Non-Linked Business 399,249.4 418,701.0 409,568.4 385,736.0 393,218.8

Linked Business 40,993.5 39,869.1 55,034.6 38,553.3 33,284.2

Figure 5 Office Premiums for In-Force Individual Life (Non-Linked) Business
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Office Premiums for Non-Linked Business [(By Product Classification)

(HKS million) 2019 2020 2021 2022 2023
Whole Life 306,2959 301,670.0 300,3935 2956409 2931760
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Term 41,8342 5,327.0 5,685.1 6,072.8 6,231.8
Others 37,165.2 487739 438668 424665 41,056.2




New Individual Life Business

Office premiums for new Individual Life business increased by 33.4% to HK$170,149 million in
2023. Non-Linked Individual Life business and Linked Individual Life business accounted for
93.4% and 6.6% of new Individual Life business respectively.

Non-Linked Business

Office premiums for new Non-Linked business recorded an increase of 41.1% to HK$S158,873
million in 2023, with single premium business decreasing by 3.7% and regular premium business
increasing by 129.9%. The number of policies increased by 20.1% to 859,222.

With-profits and without-profits business represented 83.2% and 16.8% respectively of related
new office premiums.

Linked Business

Office premiums for new Linked business decreased by 24.4% in 2023, and the number of new
policies recorded a drop of 29.8%. The number of new policies in single payment mode
decreased by 27.7%, while related office premiums decreased by 26.6%. The number of new
policies in regular payment mode declined by 34.2%, with related office premiums increasing by
9.2%.

Figure 6 Office Premiums for New Individual Life Business
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Figure 7 Office Premiums for New Individual Life (Non-Linked) Business
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New Business Index
The New Business Index, defined as the total office premiums for all regular premium products

plus one-tenth of all single premiumes, increased by 101.9% in 2023. This was attributable to a
significant increase of 127.0% in new premiums for regular premium business, while a decrease
of 7.3% in new premiums for single premium business. During the year, the New Business Index
for Non-Linked business and Linked business increased by 107.8% and decreased by 12.5%

respective

ly.

Figure 8 New Individual Life Business (Number of Policies and New Business Index)
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Figure 3.4 New Individual Life Business [Number of Policies and New Business Index)
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@ New Business Index = 10% Single Premiums + Regular Premiums




Individual Life Voluntary Termination Rate (Lapses and Surrenders)

The voluntary termination rate comprises the ratio of the number of policies that lapsed or were
surrendered during the year to the average number of policies in-force, and serves as a measure
of business persistency.

For Individual Life (Non-Linked) business, the overall voluntary termination rate rose slightly to
3.8% in 2023.

For Individual Life (Linked) business, the overall voluntary termination rate increased to 6.2% in

2023.

Figure 9 Individual Life Voluntary Termination Rate
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Group Life Business

Group Life business comprises Class A business (non-employer group business) and Class |
business (employer group business).

For Class A business, office premiums in 2023 stood at HKS81 million, representing 1.6% of all
Group Life business. At the end of 2023, there were 764 Class A in-force policies covering 147,418
lives. The total sums assured and total net liabilities were HK$49,386 million and HKS$S41 million
respectively.

For Class | business, office premiums stood at HKS5,112 million, representing 98.4% of all Group
Life business. At the end of 2023, there were 15,903 Class | in-force policies covering 1,150,882
lives. The total sums assured and total net liabilities were HK$1,014,624 million and HKS1,166
million respectively.

Figure 10 In-Force Group Life Business

Number of Policies (HKS million) Office Premiums
20,000 5,400
5,100
18,000 4,800
4,500
16,000 4200
14,000 3,900
3,600
12,000 3,300
3,000
10,000 2,700
2,400
8,000 2100
6,000 1,300
1,500
4,000 1,200
900
2,000 600
A— — [ [ [ 302 o - o _ _
2019 2020 2021 2022 2023 5019 5020 S0t 5002 5093
m Under Class A business Under Class | business B Under Class A business Under Class | business
Number of Policies 2019 2020 2021 2022 2023
Under Class A business 160 239 676 673 764
Under Class | business 18,388 17,365 16,783 16,117 15,903
Office Premiums (HKS million) 2019 2020 2021 2022 2023
Under Class & business 35.1 30.5 37.2 59.7 81.3
Under Class | business 4,240.4 4,740.3 4,787.0 4,933.6 5,112.4

10



Retirement Scheme Business

Retirement Scheme business consists of Class G business, which provides guaranteed capital or
return, and Class H business, which does not provide such a guarantee.

Class G contributions amounted to HK$6,625 million in 2023, representing 95.4% of overall
contributions for Retirement Scheme business. As at 31 December 2023, the related net
liabilities amounted to HK$110,159 million. Net liabilities may be classified into unit (unitised)
and non-unit liabilities. The related unit and non-unit liabilities were HK$104,870 million and
HKS5,289 million respectively.

Class H contributions decreased from HKS$351 million in 2022 to HK$320 million in 2023, and
represented 4.6% of overall contributions in 2023. As at 31 December 2023, related net liabilities
stood at HKS$8,006 million, of which unit and non-unit liabilities were HKSS8,155 million and
negative HK$149 million respectively.

Figure 11 In-Force Retirement Scheme Business
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Annuity and Other Business

Under Annuity business, there were 1,075,968 in-force policies at the end of 2023. Office
premiums decreased by 0.9% to HK$35,337 million in 2023, and net liabilities decreased by 4.4%
to HKS354,543 million. During the year, a total of 52,118 new Annuity policies were effected,
with office premiums of HK$8,831 million. In 2023, 30,035 Qualifying Deferred Annuity Policies
(“QDAPs”) were sold, contributing total annualised premiums amounting to HK$1,921 million.

Other business includes Permanent Health business and Tontines business. For Permanent
Health, the number of in-force policies increased by 2.6% to 115,017 in 2023, with office
premiums decreasing by 2.2% to HKS805 million, while net liabilities increased by 9.5% to
HKS3,911 million. No office premiums were recorded regarding Tontines in 2023.

In terms of premiums, Annuity and Other business accounted for 7.6% of the market total for all
long term insurance business premiums in 2023.

Figure 12 Office Premiums for In-Force Annuity and Other Business
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Market Analysis

At as 31 December 2023, there were 71 authorized long term business insurers in the market.
Putting aside Lloyd’s and 10 pure reinsurers, 12 insurers reported in-force office premiums of
more than HKS10 billion, taking up 92.2% of the long term insurance market. Another 48 insurers,
with office premiums of less than HKS10 billion, comprised the remaining 7.8% of the market.

Figure 13 Distribution of Long Term Business Insurers in terms of In-Force Office Premiums
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In terms of new Individual Life and Annuity business, 34 insurers wrote new business in 2023. Of
these insurers, 8 insurers reported new office premiums of more than HKS10 billion and between
them shared 81.2% of total business. The other 26 insurers, with new office premiums of less
than HKS10 billion, shared the remaining 18.8% of the market.

Figure 14 Distribution of Long Term Business Insurers in terms of New Individual Life and
Annuity Office Premiums
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