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ACCORDING TO LIAM PRESIDENT VINCENT KWO, THE LIFE INSURANCE INDUSTRY IN
MALAYSIA HAS REMAINED STABLE, EXPERIENCING A SMALL NEGATIVE GROWTH OF 0.2
PER CENT IN 2013 AS COMPARED TO THE YEAR BEFORE. THE NEW BUSINESS TOTAL
PREMIUM IN 2013 WAS RM8.19BN, SLIGHTLY DOWN FROM THE RM8.20BN OF 2012.

H

owever, there remains plenty of room for growth, with the liberalisation of trade barriers and the
increasing affluence amongst the middle class. In fact, an Ernst and Young report indicates that
it expects Asia Pacific’s share of the global middle class to double from 28% in 2009 to 54% in
2020.To further explore the ins and outs of life insurance in Malaysia, Insurance magazine
interviewed some industry representatives, from those who experience it at ground-level, to toplevel executives responsible for corporate strategies, in order to provide as comprehensive a
view as possible. These representatives include Kenny Thing, Chief Marketing Officer of
Manulife Insurance Berhad; Jenny Yeoh, Agency Manager of YTF & Associates Corporate
Advisory Sdn. Bhd; Annie Hor Kwan Ling, Licensed Financial Adviser of Harveston Financial
Advisory Sdn Bhd and country chairman for the Million Dollar Round Table; Benjamin Goon,
Unit Manager of Jazz Capital Sdn. Bhd.

In your opinion, what is the state of the
life insurance market/industry in
Malaysia today (i.e. is it healthy or
declining, growing or static, etc.)?
Currently, the market is healthy, with an expected
annual growth rate of 8%-10%. The Malaysian
government has set a target for 75% of the population
to be insured by 2020, from 54% currently. Malaysia’s
demographic profile works in our favour as well - the
growing middle income class, which is expected to
reach 200 million by 2025 (more than double the number
of households now), means that the demand for goods
including insurance should increase as well.

K

The industry has experienced solid growth in the
past few years. According to OECD’s 2013
Insurance and Private Pensions Committee report, it had
a 10% annual real gross premium growth rate, higher
than that of Indonesia (9.8%), Hong Kong (8.9%),
Singapore (-2.4%), or Australia (-7.6%). This indicates
that life insurers have done quite well. In contrast, gross
claims payment on life insurance in 2012 grew by 2.9%
in Malaysia. Comparing between the growth in
premiums and claims payments, one may deduce that
the revenue stream of life insurance companies has
grown stronger.

J

In my opinion, the industry is currently undergoing
a growth stage, and is set to continue for the near
future, despite any minor bumps in the road along the
way.

B

I believe people are more receptive and open to
insurance, no longer needing to be convinced to
be covered. Most if not all graduates will either look into
insurance as soon as they start work, or have prior
coverage arranged by their parents. Even the older
generation are looking to cover themselves medically, as
most companies do not offer lifetime medical coverage
and they have to depend on their own when they retire.
So the insurance industry is definitely growing as more
consumers become more educated on the importance
of the wealth protection in their financial life cycle. There
is also much growth potential in the marketplace due to
the number of people who are underinsured.

A

What are the factors that contribute to
the current market conditions both
nationally and regionally?
Customer savviness, the growing awareness of the
need for retirement planning, increasing health
costs, and diverse distribution channels are some of the
factors that help drive the market.

K

They are both client-related and industry-related
factors. From the clients’ perspective, there is a
growing level of insurance awareness among
Malaysians. People are more educated about the
importance and role of life insurance in their lives. There
are also financial programmes at the university or
college level, inevitably contributing to this increase in
awareness. For instance, SEGi University has a Master’s
programme in Financial Planning, which trains and
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ANNUAL REAL GROSS
PREMIUM GROWTH RATE
ACCORDING TO OECD’S
2013 INSURANCE AND
PRIVATE PENSIONS
COMMITTEE REPORT
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MALAYSIA
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8.9%

educates graduates to be personal
financial advisors. Also, people are
more concerned with income
protection. The breadwinners are more
and more concerned about their
families’ security in case of misfortune.
There are other contributing factors.
EPF is no longer adequate for a
comfortable retirement. Some reports
suggest that EPF is consumed within
3-5 years of leaving the workforce,
leaving retirees with massive hurdles
later on. Life insurance becomes more
attractive as a means for both
investment and protection. We have
also witnessed a rapid rise in medical
costs year-on-year. As most items
needed for healthcare services,
operations, even simple treatments are
imported, they are subject to price
increases due to exchange rate
volatility and inflationary forces in the
countries of manufacture. On top of
that, widespread issues of cancer,
heart attack, and stroke not only claim
many lives, but also drains the savings
of many families, unless they are
properly insured against such risks.
These and other similar factors act to
increase the demand for life insurance,
particularly investment-linked
products.

HONG KONG
Definitely, there is a developing
concern for the need of wealth
protection for estate planning, as well
as protection of key men (and women),
not only at work, but also of the
households.

B

-2.4%

Recent incidents such as the
MH370 and MH17 tragedies,
which potentially claimed more than
500 lives, and the Kaohsiung gas
explosions that killed over 30 people
and injured 310 and, have made many
people realise the uncertainty and
fragility of life, especially where the
tragedies hit so close to home.

A

SINGAPORE

-7.6%
AUSTRALIA

Locally, increased consumer
awareness and acceptance of
insurance drives them to purchase

insurance that caters to their needs.
The rising cost of medical treatment is
one of the factors that drive
consumers to rely on insurance. With
our aging population, people are living
longer but not necessarily healthier.
Consumers are looking at better
healthcare options and long-term
solutions. Also, many are growing
concerned about immediate living
expenses should the breadwinner of
their families die. Life needs to go on
and with the insurance pay-out, the
heartache and burden on the surviving
spouse or children will be lessened.

Are there any identifiable
global, regional and/or local
trends in the life insurance
industry?
Broadly, based on Manulife’s
global experience, retirement
plans are becoming increasingly
popular in our more developed
markets, where the median age is
higher, insurance penetration is higher,
and maintaining a level of affluence
after retirement is a priority; for
example, we see this trend in Japan,
Taiwan and Singapore. With growing
sophistication, conventional sales
channels such as tied agencies are
encompassing other products and
services as well, transforming agents
into financial planners. In developing
markets like Malaysia, insurers are
targeting younger, more affluent
customers. The median age of
Malaysians on average is 27.4 years,
and the average life expectancy is 74.
As their earning potential increases,
capturing these customers at their first
policy represents a huge opportunity
for insurers to cross-sell and upsell
these customers a whole suite of
products for themselves, their
spouses, their children and in later
years, their wealth diversification
needs. Insurers are also starting to
invest in the internet and social media
for marketing, branding and sales.
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Without question, an increase in
product diversity. The
introduction of education plans that
guarantee the payment of childrens’
education fees, for instance, is
increasingly attractive as the increase in
education expenses become a burden for
many middle income families. Another trend
arising is an increase in demand due to
Malaysia’s economic situation. Banks
currently pay an average of 3-4% return on
fixed deposit investments; insurance
companies pay higher rates on their
investment products. Many customers are
seeking vehicles for forced-saving: a regular
saving mechanism that will eventually provide
satisfactory returns. They perceive their paid
premiums as regular savings that will add up
to a large lump sum later on in life. A merit of
investment-linked life insurance products
over other products such as unit trusts is the
protection element, which adds to the value
of products. Another trend we see developing
is the flexibility of payment schemes, which is
very attractive to customers.

EPF Account 2 to create greater wealth
for retirement purposes.

J

We are beginning to see Muslim clients
gravitate towards Islamic-based
protection products revolving around the
takaful concept, as opposed to the
conventional products. Non-Muslims, on the
other hand, are looking to leveraging their

B

Firstly, consumers are demanding
more products and services, and
they have higher expectations. They
demand an increased level of
professionalism and enhanced transparency
in the provision of products and services.
Clients are also more knowledgeable than
before. They do their due diligence, seek
advice and talk to friends and family, before
deciding on the type of coverage they should
get.

A

“
With growing
sophistication,
conventional
sales channels
such as tied
agencies are
encompassing
other products
and services
as well,
transforming
agents into
financial
planners

Additionally, insurance companies are
becoming more innovative to attract different
targets markets. Some companies offer
coverage for pregnant mothers to insure their
baby while in the womb. Others offer early
critical illness pay-outs, which allows clients
to claim in earlier stages when a specific
trigger event happens. Insurance companies
are more sensitive to what the markets want.
Distribution channels have also changed and
improved. Insurance companies are very
receptive to having other intermediaries (apart
from agency distribution) like the banks and
financial planning firms to distribute and
market their products. Increasingly
demanding and highly educated clients want
options, and they want them fast. Multiple

23

24

Focus

Round Table

channels, including independent ones,
will help fulfil their requirements.

B

Exciting, yes. The word out in the
market is that the insurance industry is
about to be deregulated, enabling
insurers from outside Malaysia to sell
products here as well. As such,
Malaysian insurance companies
should be prepared to be at par with
their competitors (e.g. customer
service, claims, underwriting, agents &
agency management, product
enhancement).

What do you think lies ahead
for Malaysian life insurance
companies, and how should
they best prepare
themselves?
Insurers are in for an exciting
time ahead – there is a relatively
large pool of players, new entrants
and talks of M&A amongst
conventional and takaful players.
Insurers with strong international ties
should leverage existing infrastructure
for data analytics, online marketing,
product development and they should
continually explore alternative
channels. The investments in
technology now to manage customer
relationships, data analytics and
research can give them a head start.
Local insurers should focus on
building scale and reach via a wide
network of bancassurance partners,
agency and explore affordable
alternative direct channels.

K

A bright future awaits us indeed.
The advent of social media, as
well as formal official information
dissemination platforms such as Bank
Negara (BNM), Malaysian Insurance
Association (MIA), and life insurance
companies have provided an
enormous amount of information to
the general public through their
websites. Besides that, there are two
major trends in Malaysian society.
First, the urbanisation of the
Malaysian population has a significant
impact on the industry as the number
of potential clients are growing at a
fast pace. Besides that, the
introduction of Islamic life insurance
products (takaful) has the potential to
tap the Muslim population which is
more concerned about Shariah
constraints and compliance. Now,
there is a huge market that awaits
takaful agents. These two factors will
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add to the growth pattern of life
insurance industry in Malaysia.

I believe that insurance
companies need to keep abreast
with and change according to global
changes and sophistication in
products, services, underwriting and
distribution channels. To increase
market penetration, insurance
companies must also strengthen and
enhance consumer protection. A
proper product disclosure standard
that is adhered to voluntarily will lead
to greater consumer empowerment
and awareness.
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“
I believe that
insurance
companies need
to keep abreast
with and
change
according to
global changes
and
sophistication
in products,
services,
underwriting
and distribution
channels.

The insurance industry has also
evolved to include independent
financial advisers to advise clients at
the different stages of their lives.
Financial advisers will be able to share
with the clients on the various benefits
from various insurance companies
and suggest policies that suit a
particular client. As this becomes an
increasingly important channel,
insurers will need to adapt their
product offerings to suit.
Insurance magazine is deeply
appreciative of the time and effort
from our interviewees, and thank them
for their support and contributions to
this article. i

