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IHE UPSIDES AND
DOWNSIDES IN
IHE INSURANCE
INDUSTRY
The insurance sector is in for a roller-coaster ride, with highs and
lows in different market segments.

hile thcrc *as somc rclicl in

thc dorneslic stocli market

in februal-v. lnost anal-Ysts

and ecoDolnisls rgree that the crisis will
continue to danrpen senliments fbr so|r'ie

time to come. Noncthclcss. the li1'e insirrance

ir,)dustly e\pected glorvth to continuc rvhile

some scgmcnts oi'lhc iDsurance industrv arc

expected to expand in the next fe\\'ycars.

This includcs insuring onc has sullicient
lilnds lor leliremenl anrl seel<in.g ltealtlt
'n.rrt.tnic V.tl.tr ,t rr rcttrjlrLlt trirl., r '\
still in its in1'ancy at thc monrenr. With thc

i]!.ein-g popuLNtion irnLl the governmenl's
push lirr rclirenrcnt planning. the lili
in:ulancc indrrslll is r c'11 positioncd ro takc

r,n the challenge and lirllllcorsurlrcrs needs.

i -l\ L'\ pCrl i.

38 :-:--.i!:: ma.ch .: :

According to the Lif-e Insu|ancc Association

ol'\lala)sir (LIAN1). the outlook tbr lifi
insLuance industrv is falourable *'i1h neri

business plcnriums slated ro rcgistcl sitrglc

digit grorith ofclosc to l0-9i'.

Insur-ance protcction is e\,en rnore impoftant
du[ing dil'l]cul1 times as il surcthing
unto* arcl happcns. people t ill not har c

cxccss lirncls 10 deal with the situation i1'

they are u itliolrl ins!lr al]ce co\eragc.

Thc local insullnce sector is c\pected to

irnpro\e in thc nc)it si\ 10 I2 months to

clr rtrI '.:. rrrl',,l hc tr -.r' \' ,1,ld )0 it)

l0il9 despitc thc \\erk global ecouomy.

,..Jr'(ir' - r,r I lAV. Irr 100S. irrJrr.trr
gro\\'th i11 tcrms ofanttrtal nc\ busircss
prenliuIns is slatcd al aroLrrld ?1110 lo 8-qir

With an insurance
pcnctralion ralc o{' JOo;

currcntl)', or in other rvords
on average of only 10\h of
the population covered bv
insurance, there is still a
huge potential for the life

insurancc industry'

compared $ ith 9..+o,i, in 20(17.

_{:r*,1,' .I\tr\','rt\ tr. r . re.,' ,l lre

lifc insurancc industlv glovth is likcll to
sur pass Malal sia's g' oss donrcslic pr oducl
(Cl)P) by t\o ol thlcc timcs. I lAV c\pccl\
pl oleclion pl o(lucts such as r hole lifc. lcr nr

ancl rnccliclL and long-lclm sa\ ings ploclucls

sLrclt ls edrrcatiott lJfL)rlurls ilrl(l rclircrlcrll
producis nrlly be lcss rl_l-icted H(\\c\rr-
inrcstmcnt linkcd plorlrrcls mey pcrlirr rrr

poorll,nith consumcrs n hilc rrirrlitional
products coLrld make a comeback.

Irrvestors tho lLsc insulallcc as a long tcnr
slr ings rehicle *oukl also find iL a grxll
tirre to consiclcr incrcasing thcil sl!illg!
ol invcstmcnt ir or'der Lo benefit from thc

r'e\r 'rf lrn. \\ i.h Jn i 'qut.ltcc pcnctr,tllon
|atc of.101.i, cuIr'cntL1. or in othcr rords
, :telr:e ofonl) J00. oi tlr.' popLrl.rrion

co\ered by irlslriince. rhete is stil1 a hLrge

pdcnlial lbr thc lili insurancc industr\'.

Insurance experts also urgc in\cstors K)

incltrrlc insrrarcc as pirt ol thcir inveslrrlent

porllitio. lrr l'act. a lil! insulance policy

l(qrl \'\:l .llr.rl'( lr\c.ll ( l .ll lr.l '
of premiunr paynrcnt than other lbrlns ol'
inr,estnrent * hile the insurance coveL!cc

eilcn is largc.

Rcuardlcss ofthc typc ol lilc insurance one

decicles to purchase. rhe hey is to ensule a

policyholdcl has enoush financial means

during his retirenrenl davs and lirl Lhosc *ll
liare childIen. rvl'rich hc hi]s sutficicnt lirn.li
r' (n.._(rll.\ 1s.qir. rL !^ - r ' t l r . r 

' . , i r r , rt .'

can otler.

A lilc insurancc po1ic1 1romises flnancial

sLirbility irrril nrrrltcrrirlue {)l rn xdeqLlute

standar d of lii.ing should sometliiLrg
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.:rlirtunate sLlch as cleath. ct.itical illncss
: r!rtl pcrmanent disabilitl, (TPD)occurs

',. \.:r,lr.rnrrer ,,. rlle l:t..il). I r. .

'a irl'thc maiD rcasons rvhy li1'e insur.ance
. rf important componcnt ol'invcstInent
:l hi{hliglrts the need l'or-insurance tcr

: rnchlded in cr,ely \,lalaysians'total
rstrncnt portlblio.

:Lldltion. lil! insLlralce is the onl\
-:iLrmcnl thiLt allo\\.s ibr the inrntcdiate
::tion ofrvelllh $ ith it slnall amount ol'

' - 1 . rrl L'r lJults \\ l .liJcrrJrr'tr. rr t.
. r'^re frr'ircnr .. Lltc hrc:rrlr, rrrrrcr'. irr

j lrIrlil), \\ ill rl ant to ensurc their childl cn
,rcd ones arc fi ancially securc sltould

::alhinq unlbr tunate happcn suclt as
-:rrorLs illness or dcath. I ifi i surance

,rlrcis Io\\ co\er lltc clcntent of\1calth
' :.ation. l)rcscr\ation. suIin3s. inreslntenl
.:.jthers. lnaking it conrplcte a d
_ rrehensi\ c.

j .-i\ s thal il is tbrtunatc that the local
rr i. '.-ll crp r.ri:.<J ar.. rr irh . , rr

-. .rlto. : .iIL ( tlt( r', , I r,,rrr, rr, , rr, r.
. rLlLrstr) is \\'cll poised to lakc on tltc
- rlrges going 1_or\\ ard.

:thcless it ri'ill be a challenuing
\rnnrent thts ycar due to se\eral
-i lirstly. the econornic cnvironmenl

- )9 is \\ idelv crpeclcd io be lolrqh and
,-.rtler conUdencc \\'ill be lo* u hile the
'1.'\ . rr' r'.. c rr r'l h. iriIlr. I lr, r'

. rrc ofthe challenges l'accd b1' most
: ,:ries \\'ith no e\ccption to the lil.:

_::rac indu\trv.

-.Ll insurancc is rnothel alea u ith

siqnificant gro\\'th potenlial. Ihrs is
palticularly cr ident u ith rising rncdical
inflation. an ageirrq ltopuhtion as l'e1l as

increascd a\ar-eness oflhe intportirncc 01'

lir ing a healthy lif'e. Denrancl lol ucdical
insurancc is erou'ing iu the nricldle-age
lo eldcrl)'croLlp and there lnay be fllltller
producl inno\ation in this areir.

Invcstlnenl linked products arc linancial
anLl plolcctiolt tools that co\el several area5

inclucline planring tbr a policlrholder s

children s education. or his long lenr
in\estmcnt and retiremenl plans.

!losl corlrpanies \\ ilh inlestlncut-linl(ed

flurruc .1r. ,(,i.cro(d ,' L"\c.' dclsrr:.irc
,.-..c.'r,.l rrr,.rc,rrt,,..rr,i... 1\t.\!f\-ttn I

TIre lirnd Inanagers arc itositiouing
themscl\es in sdDe qutlily. kr*11 ralucd
stocks 1o captitre opltortUltilies \\ hcn
llr( IIrr'\(l ., "r cr.. lrrd.'rrr- .n. rlrc,<
cornpanics can tr\ 1() attain in\ estlDcnt
obiectiVcs o\er a l11cdiufi to lollg ter'nt
pcliod. in linc $ ith the lons-lerrn naLurc oi
insulancc policies.

In csserce, insulance has a long lcrm
in\eslntcnt horiroD. anl:l the coInpany \\ ill
'u(. . .rr h'Ig.LrIr rr._I. In crIllle
insurancc obligations.

llil\ el insurance is an alca that has becrr

neglectcd but is gainin,e grouncl. ri irh the
nccd 1rl seek co\crage lbr mcdical bills
that mav be signilicantlv higher abload or
rrrrl,'_..rcrrr\( t: .l.ilr .r. tr rp ,lrrrcullr, i,,

ln decidine u hich kind ol trarel insulane^c

i,'Jcrl Lct,'r. ..,. l.-r; or.r'll. l c

besl 1o car-r-y orrt research on thc t) pes of

corerage atailable.

Trip cancellation insrrrancc is a popular
ftin]l ol'travel insurrnce. $hich protects
the policyholder fl-on chanses in his plans
and allo\\ s llcxibilirl. in reschcduling
one's trip \\'ithoLlt losing an\,troney or
paying any fees. Auolhcr tvpe o1'covcrusc
is tIip insurancc. $hich assurcs thrt
voLlr tr if soes as plnnncd. And iinalll,
therc is conrpreltensive tlarel insurarrce.
\\'hich prolccts yoLl. your lamill,and Itrrrr
possessions t!hen yoLl are travellins.

Accolding to PIAM. general insur.ance

conrparies arc heading 1br a tough year,

as a\erlge molor-prcmilur continues to
h l rr i r i \ tct . ,t\'- trotn ht:.ihrF
thirn-cxpcctcd claims t-atio. It is cstinrilerl
thirl lnotor i sutNllce comprises 4:1.ir)1,
nl'u\(r. lr l('l(f. I i ,urrtrce l-.5ine.\ l
Malaysia.
Statistics shoN that the scneral insurct-s
lbrlicd oLtt RV 3..19 hillion Ll an rverirBc
RNI 9.6 million a cla\ li)r nlotor clrirrs. our
olthe lotal rfo\s prcmiLlnts oi RV .+.68

billion collccted in 100t. Ihe combincd
c .r . rlrr^ lut.rllc,l ll | , rrr 'UrJ . llr-.
claims ratio Nor-sencd 10 l2l-o.o in thc llrst
hall'of1008.

Atrro : lrc l'..r,,r. . l. Ll Lo rhc J..ltrre
\ele lll-ther incrcase iD laboul costs tbr
rehiclc repair'. lalling \,ehiclc values and the
contraction o1' motor vehiclc sales.

I his has lcd insUrers to take on strictcr
under\\'riting coDtrols on ntotor insurance.
inclLrcling thc application of pr emiurr
loadines. Furthermorc. this coLLld impact
the rcne$al and avitilability ofnrotor
insurance in 2009.

Finalll. it is a good sign that the local
insurance industIv is rvellcapitalised and
rvith stricter rcgulations since the 1997
llnancial cr-isis. thc induslr'y is uellpoised
10 take on the challenges going lbru ard.

It $'il1 bc a daunting task lo o\'clcLrnte
econoltlic challcnses in 1009 \\'ith
\\aIling collslltrler conlidence and a high
uncmployment ratc. l l'le insut ance induslry
$ ill have to \\'eathel thcse diflicLrlties to
movc onto the next lcvel. Sl
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