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Disclaimer 

 These materials are for information purposes only and do not constitute or form part of an offer or 
invitation to sell or issue or the solicitation of an offer or invitation to buy or subscribe for securities of 
China Pacific Insurance (Group) Co., Ltd. (the “Company”) or any holding company or any of its 
subsidiaries in any jurisdiction. No part of these materials shall form the basis of or be relied upon in 
connection with any contract or commitment whatsoever. 

 The information contained in these materials has not been independently verified. No representation or 
warranty expressed or implied is made as to, and no reliance should be placed on, the fairness, accuracy, 
completeness or correctness of such information or opinions contained herein. The information and 
opinions contained in these materials are provided as of the date of the presentation, are subject to 
change without notice and will not be updated or otherwise revised to reflect any developments, which 
may occur after the date of the presentation. The Company nor any of its respective affiliates or any of its 
directors, officers, employees, advisers or representatives shall have any liability whatsoever (in 
negligence or otherwise) for any loss howsoever arising from any information contained or presented in 
these materials or otherwise arising in connection with these materials. 

 These materials contain statements that reflect the Company’s current beliefs and expectations about the 
future as of the respective dates indicated herein. These forward-looking statements are based on a 
number of assumptions about the Company’s operations and factors beyond the Company’s control and 
are subject to significant risks and uncertainties, and, accordingly, actual results may differ materially from 
these forward-looking statements. You should not place undue reliance on any forward-looking 
information. The Company assumes no obligations to update or otherwise revise these forward-looking 
statements for new information, events or circumstances that occur subsequent to such dates. 
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Total Asset 

Sustained Improvement in Life Business Performance 

Note: Unless otherwise indicated, the unit for all numbers is in RMB millions. 

Net Profit 

Embedded Value New Business Value 

181,603

30,570

2016 2007 

5.9x 
19,041

3,015

2016 2007 

6.3x 

8,542

4,550

2016 2007 

1.9x 850,195

231,142

2016 2007 

3.7x 



4/45 

CONTENTS 

Analysis of Value & Profit 

Sources of Life Business 

1. Fundamental change in the past 10 years, with 
continuation of transformation & upgrade 

2. Shift of value growth mode, with development 
underpinned by multiple drivers 

 

Part 1 

Review of CPIC Life’s Development 

Strategy & Outlook 

1. Upholding protection as the key insurance 
value proposition to drive the growth of long-
term protection business 

2. Product strategy in the context of new 
regulations 

 

Part 2 



5/45 

Part 1 Fundamental change in the past 10 years, 

 with continuation of transformation & upgrade 

Shift of value growth mode, with development  

underpinned by multiple drivers 
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 Gross written premium of life insurance for 2016 was 2.7 times that of 2007 

when CPIC was first listed. 

 Net profit of life insurance for 2016 was 1.9 times that for 2007 when CPIC was 

first listed. 

137,362

108,589
98,692

95,101

93,461
93,203

87,873

61,99866,092

50,686

2016 2015 2014 2013 2012 2011 2010 2009 2008 2007 

Gross Written Premium 

2.7X 9.4X 

Since 2007, Life Business Has Experienced Fast 
Growth in Premium and Profit 

8,542

10,582

9,084

6,219

2,495
3,175

4,611
5,427

2,941

4,550

2008 2007 2014 2013 2012 2011 2010 2009 2016 2015 

Net Profit of Life Business 

1.9X 
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Value Composition of Life Business 

 Appraisal value, a measure of comprehensive strength of life insurers, mainly 

consists of EV and future NBV. NBV is a reflection of growth potential and 

sustainability. 

NEW 
BUSINESS 

VALUE 

VALUE OF IN-
FORCE BUSINESS 

EMBEDDED VALUE 

APPRAISAL VALUE 

Present value of distributable profits 
generated by new business over the 
entire insurance policy period. 

New Business Value 

Present value of future profits on VIF at 

the date of evaluation, considering cost 

of required capital. 

Value of In-force Business 

VIF+ adjusted net assets 

Embedded Value 

EV + one year NBV x NBV multiple. The 

multiple is determined mainly by 

expected NBV growth in the future. 

Appraisal Value 
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 Between 2007 and 2016, the compound average growth of life insurance EV 

was 22%, and the EV in 2016 was 5.9 times that in 2007. 

 Between 2007 and 2016, the compound average growth of life insurance NBV 

was 23%, and the NBV in 2016 was 6.3 times that in 2007. 

181,603

151,918

125,737

97,298

85,266
72,99270,613

50,605

42,769

30,570

2007 2012 2011 2016 2010 2014 2015 2013 2009 2008 

Embedded Value 

6.3X 

Since 2007, Life Business Has Delivered Fast Growth 
in Embedded Value and New Business Value 

Note: EV in 2015 and before was based on the old evaluation regime. EV in 2016 was based on C-ROSS. Unless 
otherwise indicated, the unit for all numbers is in RMB millions. 

+22% 
19,041

12,022

8,725

7,4997,0606,7146,100
5,000

3,651
3,015

2012 2013 2010 2015 2011 2014 2016 2007 2009 2008 

New Business Value 

+23% 

5.9X 



9/45 

 NBV margin in 2016 was 3.8 times that in 2007. In particular, due to the 

strategy focusing on the agency channel and regular premium business, NBV 

margin improved tremendously between 2012 and 2016. 

Since 2007, NBV Margin Has Improved Considerably 

Note: EV in 2015 and before was based on the old evaluation regime. EV in 2016 was based on C-ROSS.  

32.9%
29.2%

24.5%
20.7%

17.8%
13.6%

10.5%11.6%
7.8%8.7%

2012 2011 2010 2009 2008 2007 2016 2013 2015 2014 

3. 8X 

NBV Margin 
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Shift of value growth mode, with development  

underpinned by multiple drivers 

Fundamental change in the past 10 years, 

 with continuation of transformation & upgrade 
Part 1 
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Embedded 
Value 

Healthy and 
sustained new 

business growth 

Sound asset 
allocation and 
management 

  

• Customer Resources 

• Sales & Distribution 

• Product Development 

  

• Product Mix 

• Cost Management 

• Capital Management 

  

• Asset Liability Management 

• Operational Efficiency 

• Business Quality 

Key Drivers of Life Insurance Value Growth 

Growth  

Risk 收益 Profit 

Actual experience 
better than 

assumptions 
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The Focus on Agency Channel Delivered 
Fundamental Change of Value Growth Mode 

 Given our commitment to sustainable value growth, we focused on the 

agency business and regular premium which has higher margin and better 

sustainability. 

 Because of the sustained business growth of agency channel and improved 

business mix, NBV margin increased from 13.6% in 2011 to 32.9% in 2016.  

32.9%
29.2%

24.5%
20.7%

17.8%
13.6%

2016 2015 2014 2013 2012 2011 

2.4X 

Annualized Premium of New Business New Business Value Margin 

Note: EV in 2015 and before was based on the old evaluation regime. EV in 2016 was based on C-ROSS.  

41,194 

Single 
 premium 

57,816 

36,287 

2011 2012 2013 

Regular 
premium 

2016 

39,729 

2015 

49,281 

2014 

35,608 
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“Road-Map” for Value Growth of Life Business 

Operational 
Variance 

New 
Business 
Value 

Expected 
Profit 

Product Mix 

Investment 
 Margin 

Sales  
Productivity 

Business  
Growth 

New Product  
Development 

Expense Margin 

Mortality 
 Margin 

Dividend Margin 

EV Profit = NBV + Expected Profit + Experience Variances 

Experience 
Variance 



14/45 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

151,918

EV Movement Attribution Analysis an Effective Way 
to Monitor Business Performance 

2016 EV Movement Attribution 

Life EV as of 
the end of 

2016 

181,603 

Others Profit 
distribution 

Market 
value 

assumption 

Diversification 
effect 

Change to 
methods/ 

assumption 

Operational 
experience 

variance 

Investment 
return 

variance 

Expected 
return on 

EV 

One-year 
NBV 

Change of 
Evaluation 

Regime 

 

Life EV as of 
the end of 

2015 

Note: The switch into C-ROSS in 2016 had impact on EV. 

7,553 

19,041 
14,082 （967） 509 （5,090） 4,145 （1,391） （8,420） 

224 

unit: RMB million 
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Prudent Assumptions Help with Value Realization (1/2) 

 The actual investment yield of CPIC Life over the past 10 years exceeded 

the stable actuarial assumption. 

 Since 2013, CPIC has strengthened asset liability management, resulting in 

more stable investment return as well as improved risk-return ratio. 

Year Net Investment Yield Total Investment Yield 

2007 5.7% 12.6% 

2008 6.6% 4.3% 

2009 4.2% 6.4% 

2010 4.5% 5.3% 

2011 4.7% 3.5% 

2012 4.9% 3.5% 

2013 5.1% 5.1% 

2014 5.3% 6.1% 

2015 5.1% 6.8% 

2016 5.7% 5.4% 

Average 5.2% 5.9% 

Investment Yield of CPIC Life  
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428 
506 

706 730 

853 

973 

1,257 

1,519 

1,816 

-0.40% 0.00% 
-0.50% -0.30% -0.30% 

0.50% 
0.20% 

-0.10% 

0.30% 

-1.00% 

1.00% 

3.00% 

5.00% 

7.00% 

9.00% 

0 

200 

400 

600 

800 

1000 

1200 

1400 

1600 

1800 

2000 

2008 2009 2010 2011 2012 2013 2014 2015 2016 

EV & Operational Variance Ratio 

 Small operational variance of CPIC Life over the past 10 years, with the 

average operational variance ratio from 2008 to 2016 of 0.03%. 

Note: Operational variance ratio=operational variance/EV 

unit: RMB hundred million 

Prudent Assumptions Help with Value Realization (2/2) 



17/45 

 Interest rate risk is the major risk for long-term life insurance.  

 Products with the same premium based on the same insurance liabilities but 

different pricing strategies have similar margin levels. 

 Products with high pricing interest rates have a much smaller share of 

investment margin,  but similar exposure to investment risk. 

 A low pricing interest rate coupled with participating features is still a more 

prudent pricing strategy. 

Stability of Value under Various Pricing Scenarios 

Composition of Profit under 
Different Scenarios (Example) 

High Pricing Rate 

59% 

41% 

Low Pricing Rate 

29% 

71% 

Other Margin 

Investment Margin 

-5.8% 
-5.7% 

Low Pricing Rate 
 

18.5% 

24.3% 

High Pricing Rate 

21.6% 
27.3% 

Investment return -50bp 

 

 

Basic Scenario 

NBV Margin under Different 
Scenarios (Example) 
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A Vast Market Supports Multiple Pricing Strategies 
and Diverse Profit Sources 

 Difference in 

customers by geography, 

age, gender, income 

levels and educational 

background. 

 Diverse insurance 

needs from health, 

accident, pension to 

children education and 

death. 

 Difference in profit 

mix by market segments 

and channels. 

China is a huge 

insurance market 

with big potential. 

 High-end customers 

give priority to the 

diversity and flexibility of 

wealth management. 

Yields and customer 

experience are more 

important. 

 Mass market 

customers prefer simple 

products, with stable 

returns and a strong 

protection leverage. 

Different customers 

have different 

priority in yields 

and protection. 

 

 

Different levels of 

yields and 

protection on 

different products. 

 “Consumer goods” 

products offer high level 

of protection for low 

premiums. 

 Customers expect 

return of premiums for 

long-term protection 

products. 

 Customers for 

pension and children 

education funds care 

more about yields. 
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Protection 
Customers 

Savings 
Customers 

Investment 
Customers 

Investment 
+ Protection 

Savings + 
Protection 

Traditional 

Par/ 
Universal 

Unit-linked 

 High Protection 
 Low Cost 

Moderate 
Protection 
Flexible Yield  

 Profit 
Diversification 
 Extra Yield 

 More Protection 
Elements 
 Fixed Benefits for 
Customers 

 Minimum 
Guaranteed Return 

 Return depending on 
Company Performance 

 Investment Risk on 
Customers 

 Return for 
Customers depending 
on Market 

Customer 

Segmentation 

Demand for Yield & 

Tolerance of Volatility 

Sources of Profit for Life Insurers - Diversity in Market 
and Products Provides Stable Sources of Profit (1/2) 
 Product 

Positioning 
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Return of 
Premium + 

Accident 

Par + Critical 
Illnesses 

Par+ 
Education 

Par+ 
Pension 

“Jinyou” 
(Whole Life) 

“Dongfanghong 
Zhuangyuanhong” 
(Endowment) 

“Dongfanghong  
Mantanghong” 
(Annuity) 

“Anxingbao” 
(Endowment) 

Sources of Profit for Life Insurers - Diversity in Market 
and Products Provides Stable Sources of Profit (2/2) 
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Part 2 
Upholding protection as the key insurance 

value proposition to drive the growth of  

long-term protection business 

Product strategy in the context of new  

regulations 
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Sustainable Development of Life Business Driven by 
the Balance of Value, Profit and Solvency 

Business 
Overview 

Value  
Growth 

Profit  
Accumulation 

Solvency  
Management 

Value  
Growth 

New business balancing 

between value and volume 

important for value 

growth. 

Solvency  
Management 

Solvency management: 

Effective C-ROSS required 

capital management and 

risk management help to 

lower cost of capital. 

Profit  
Accumulation 

Enhanced operation and 

investment management 

contributes to profits from 

mortality and investment 

margin. 



24/45 

Life Business Achieved Sustained Value and Profit 
Growth with Strong & Stable Solvency 

 Adhering to business philosophy of “centering on customer needs, staying 

focused on insurance and pursuing sustainable value growth”. Consistent focus 

on long-term protection (LTP) business which has higher quality and more 

sustainability, leading to sustained value and profit growth and strong solvency. 

In recent years, LTP business 
saw rapid growth, resulting in 
improved business mix and pay 
duration, as well as new records 
in NBV growth. 
 

New Business Value 

5-year NBV 
Compound Growth 

Residual Margin as at 
the end of 2016 

Comprehensive Solvency 
Margin Ratio as of Q1 2017 

Accumulated net profits over the 
past 6 years amounted to 40.1 billion, 
with rapid growth of residual margin 
on new business and a big residual 
margin on VIF, which stood at 172.6 
billion at the end of 2016. 

Accounting Profits 

Strong and stable solvency 
under C-ROSS. As of Q1 2017, 
comprehensive solvency margin 
ratio reached 267%, and the 
core solvency margin ratio 
265%. 

Solvency 

23% 267% 

172.6 
Billion 

Business 
Overview 
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Business Mix a Key Driver of New Business Value Growth 

New Business  
Premiums 

No. of 
Agents 

Average 
Policy 
Size 

NBV Margin 

 
Product 

Mix 

Pay 
Duration 

Insurance 
Period 

Business 
Mix 

Persistency 
Ratio 

Expense Ratio 
Lapse 

Ratio 

Claim 

Ratio 

Policy 
Acquisition 

Cost 

Policy 
Maintenance 

Cost 

Fees & 
Commissions 

Overhead 

Num. 
of 

Policies 
per 

Agent 

Surrender 
Ratio 

New Business Value 

Business  
Mix 

Sales  
Capability 

Cost  
Control 

Business  
Quality 

ALM 
Investment 

Yield 

Investment 
Management 

Market 
Risk 

Insurance 
Risk 

Solvency 
Management 

 NBV growth driven by new 

business growth and NBV 

margin. 

 NBV margin improves on 

good business mix, healthy 

business quality and effective 

management of cost, 

investment and solvency. 

Investment 
Income 

Cost of 
Capital 

New Business 
Value 

http://slideshop.com/PowerPoint-Chevron-Diagram?utm_source=freeslides&utm_medium=freeslides&utm_campaign=fsallslides
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Long-term Protection Business Grows Rapidly, with 
Increased Share of New Business Premium 

LTP Business as a Share of FYP FYP Growth from LTP Business 

90% 86% 84% 79%
70% 64%

LTP Business 

Others 

2016 

36% 

2015 

30% 

2014 

21% 

2013 

16% 

2012 

14% 

2011 

10% 

Note: Long-term protection business consists of whole life insurance, term insurance, long-term A/H insurance, which, 
among others, include products like Anxingbao, Chaonengbao and Aiwuyou. Savings business is composed of endowment 
and annuity insurance. Long-term is defined as a pay duration of 10 years and above, and short-term less than 10 years. 
Short-term insurance includes short-term A/H. 

210

123

75
575548

2016 2015 2014 2013 2012 2011 

+70% 

CAGR +35% 

unit: RMB hundred million 

New Business 
Value 

 Given our commitment to protection as the key insurance value proposition, 

first-year premium growth from LTP business in 2016 was as high as 70%, and 

its share increased from 10% in 2011 to 36% in 2016. 
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 LTP product line-up continues to diversify. A product system providing 

comprehensive protection for death, accident and critical illnesses has been 

taking shape, with products such as Jinyou, Anxingbao, Aiwuyou and 

Chaonengbao. 

2013 2016 2017 

Anxingbao (endowment) 

Features high-level protection 

for accident death, ranking 5th 

in NBV contribution in 2014. 

Jinyou (base policy + rider) 

Offers death and critical illness 

cover, upgraded at the end of 

2013, has always been a popular 

pillar product 

2015 

Diversified Offerings of Long-term Protection 
Business, with Improved Product Line-up 

Aiwuyou (base policy + 
rider) 

Provides cancer cover, helping to 

enrich LTP product offerings. 

Premium of 1.1 billion in 2015, 

ranking 7th in NBV contribution. 

Chaonengbao & Anxingbao 2.0 

Chaonengbao focuses on juvenile illness 

protection, covering a wide range of 

critical and minor illnesses. Upgraded 

Anxingbao adds accident cover for family 

members. 

2014 

Upgrades of LTP products 

Upgrade of all major LTP products in 

compliance with new regulations on 

product design and to better satisfy 

customers’ protection needs. 

New Business 
Value 
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Continued Growth of Regular Premium Business, with 
Longer Average Pay Duration 

 Given sustained growth of regular premium business, pay duration of 10 years 

and above as a share of FYP increased from 16% in 2011 to 43% in 2016, with 

an average duration of 8 years in 2016. 

 

 

18%
19%

20%

32% 29%

18% 10 Years  

and above 

2-9 Years 

Single Premium 

2016 

43% 

28% 

2015 

41% 

27% 

2014 

33% 

47% 

2013 

25% 

55% 

2012 

21% 

61% 

2011 

16% 

67% 

Average Pay Duration Mix of Pay Duration by FYP 

2016 2015 2014 2013 2012 2011 

New Business 
Value 

3.6  
4.3  

5.1  

6.4  

8.1  8.5  
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Fast Increase in Effective Sum Assured, with Higher 
Levels of Protection for Customers 

unit: RMB hundred million 

Average SA per Customer 
Effective SA on In-force Long-

term Business 

20

14

10
7

2016 2015 2014 2013 2016 

73,014 

2015 

47,319 

2014 

31,811 

2013 

20,433 

unit: RMB ten thousand 

New Business 
Value 

 Fast increase in effective sum assured (SA) on long-term business, with higher 

levels of protection for customers. As at the end of 2016, total effective SA on 

in-force long-term business amounted to 7.3 trillion, with average SA per 

customer of nearly 200,000. 
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NBV Margin on LTP Business Considerably Higher 

 Given its higher NBV margin, LTP business is a major contributor to overall NBV. 

 LTP business as a share of NBV increased sharply. 

 

NBV Margin on LTP Business LTP Business as a Share of NBV 

Savings  LTP Short-term 
Business 

 

57% 56% 51% 46%
38%

27%

LTP 

Others 

2016 

62% 

2012 

54% 
44% 

2013 

49% 

2015 2011 

73% 

2014 

43% 

New Business 
Value 
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Rapid Development of LTP Business Leads to Strong 
NBV Growth and Steady Margin Improvement 

Note: NBV from 2011 to 2015 was based on the previous evaluation regime as disclosed by annual reports, and NBV for 2016 on C-ROSS. 

CAGR +3.9pt 

NBV Margin New Business Value 

190.41

120.22

87.25
74.9970.6067.14

2016 2015 2014 2013 2012 2011 

CAGR +23% 

32.9%
29.2%

24.5%
20.7%

17.8%
13.6%

2016 2015 2014 2013 2012 2011 

unit: RMB hundred million 

New Business 
Value 

 Given continued business mix improvement, rapid development of LTP 

business, longer pay duration, as well as much higher levels of protection, the 

5-year average compound NBV growth reached 23%, with NBV margin 

improving by 3.9 pt annually. 
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Factors Impacting Accounting Profits 

        Investment margin: linked to investment 
        results of the year. 

Release of risk margin: adding to profits in 
proportion to the release of risks. 

        Operational variance: the difference  
        between a life insurer’s actual  
        operational experience and the  
        assumptions. 

         Assumption changes: the impact of 
         shift of discount rate curve and other 
         assumption changes on accounting 
         profits. 

Release of residual margin: its schedule and 
amounts fixed at the time of underwriting, 
barely impacted by interest rate environment; 
LTP business boasts relatively large residual 
margin. 

Yield on net asset: investment return on 
shareholder’s fund. 

Accounting 
Profits 

Accounting 
Profit 
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Residual Margin Amortization as the Main Source of Profit 

Y1 Y10 Y9 Y8 Y7 Y6 Y5 Y4 Y3 Y2 

  Profits cannot be booked at the time of underwriting, hence the residual 

margin as reserves, which is to be released as profits over time. 

  Residual margin amortization is the main source of profit, determined 

mainly by the quality and volume of the business. 

Best  
Estimate of  
Cash Flows 

Risk Margin 

Residual 
Margin 

PV of  
Premiums 

Accounting Reserves 
at the time of 
Underwriting 

Profit at the 
time of 
underwriting 

Pattern for Release of Residual Margin 
(Example) 
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A Big Residual Margin on VIF Constitutes a Stable 
Source of Future Accounting Profits 

Composition of  
Residual Margin 

37% 

63% 

Protection 

Others 

172.6 

Billion 

1,726

679

2013 2016 2012 2011 2015 2014 

Residual Margin over the 
Past 6 Years 

unit: RMB hundred million 

CAGR +21%  

 The compound growth rate of residual margin for the past 5 years reaches 

21%. As at the end of 2016, the residual margin stood at 172.6 billion, 

constituting a stable source of future accounting profits. Of this, the share of 

protection business reached 63%. 

Accounting 
Profit 
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LTP Business 

Other Long-term Business 

2014 2011 

70% 

54% 

2012 

75% 

64% 
54% 

2016 2015 2013 

60% 

2016 2015 2014 2013 2012 2011 

New Premium Margin of Long-
term Business 

Residual Margin on New 
Policies of Long-term Business 

Fast Growth of Residual Margin on New Policies of 
Long-term Business 

CAGR +22%  CAGR +14pt 

 On the back of new business growth and increased share of LTP business, 

residual margin on new policies of long-term business saw fast growth, with 

steady improvement of new premium margin ( residual margin/ FYP) over the 

years. 

Accounting 
Profit 
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Realized Vast Sum of Profits, with Continuous Growth 
over the Years Excluding the Impact of Discount Rate 
Curve Movement 

85.490.8

62.2

25.0
31.8

105.8

2012 2011 2016 2015 2014 2013 

unit: RMB hundred million 

Net Profit Excluding Impact of 
Discount Rate Movement 

Accumulated Net Profit 

133

86

42
2324

149

2016 2015 2014 2013 2012 2011 

CAGR +44% 
A total of  

RMB 40.1 billion 

unit: RMB hundred million 

Accounting 
Profit 

 Accumulated net profit of 40.1 billion over the past 6 years. Reached a new 

high in 2013 and afterwards. 

 Operating profit, which strips out the impact of discount rate curve 

movement, is a better measure of underlying business performance. In recent 

years, operating profit grows steadily, with the compound growth rate of 44% 

in the past 5 years. 
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 Strong and stable solvency margin ratios, with resilience in the context of 

lower interest rate and capital market volatility. 

 2017 Q1 solvency margin ratio rose significantly due to large volume of new 

business, and in particular, rapid growth of highly profitable LTP business like 

Jinyou. 

267%

256%253%255%

262%262%
267%268%265%

200

225

250

275

201703 201612 201609 201606 201603 201512 201509 201506 201503 

Paid 8.4 billion in 
shareholder’s dividend, 
which lowered the ratio by 
10 percentage points. 

Admitted capital from sub-debt fell by 
1.6 billion, lowering the ratio by 2 
percentage points.  
Due to changes to asset allocation, 
equity risk increased, which lowered 
the ratio by 4 percentage points. 

Added control capital, 
which increased the ratio 
by 3.5 percentage points. 

A Strong Capital Position, with Comprehensive 
Solvency Margin Ratio of 267%, and Core Solvency 
Margin Ratio of 265% Q1 2017 

Solvency Margin Ratio under C-ROSS 

Solvency 
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Strong solvency margin ratio on new business, being 
self-sufficient in capital needs 

 Solvency margin ratio on new business of Q1 2017 under C-ROSS reached 

248%, being self-sufficient in capital needs. 

 New business contributed actual capital of 31.6 billion. 

 New business consumed required capital of 12.7 billion. 

 Solvency margin on new business amounted to 18.9 billion. 

unit: RMB hundred million 

Note: The required capital of new business does not consider the aggregation effect with in-force 
business. 

127 
200% 

First-year Solvency Margin Ratios on 
New Business of Major Products 

Solvency Margin on New Business 

248%

0%

100%

200%

300%

400%

An 
Xing 
bao 

Chao’
neng
bao 

Group 
Long-term 
Suppleme

ntary 

Ai 
Wu 
you 

Li 
ying 

Zhuang
yuan 
hong 

Jin 
you 
rider 

Jin 
you 

Man 
Tang 
hong 

Overall 

127

Solvency 
Margin 

189 

Required 
Capital 

 

Actual 
Capital 

316 

Solvency 
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Part 2 
Upholding protection as the key insurance 

value proposition to drive the growth of  

long-term protection business 

Product strategy in the context of new  

regulations 
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May 19th 
CIRC Notice on Further 
Strengthening Sales 
Management of Life 
Insurance Companies. 
CIRC Document No. 136 

A Raft of New Regulations Released Recently  

 Since April, CIRC has released multiple new rules to tackle 9 types of risks and 

8 kinds of irregularities, aiming to enhance the effectiveness of the regulatory 

regime. 

2 3 4 5 6 1 

April 20th 
CIRC Notice on Further 
Enhancing Insurance 
Supervision and Safeguarding 
Healthy Development of 
Insurance Industry. CIRC 
Document No. 34 

April 28th 
CIRC Notice on Fight 
against Illegal and Non-
compliant Behaviors and 
Clampdown on Market 
Mal-practice. CIRC 
Document No. 40 

May 16th 
CIRC Notice on 
Enhancing Regulation of 
Product Development 
of Life Insurance 
Companies. CIRC 
Document No. 134 

April 23rd 
CIRC Notice on Further 
Enhancement of Risk 
Prevention and Control 
of Insurance Industry. 
CIRC Document No. 35 

May 8th  
CIRC Notice on 
Addressing Regulatory 
Weaknesses and 
Developing Effective 
Regulatory System. CIRC 
Document No. 44 

7 

May 4th 
CIRC Guideline on Role 
of Insurance Industry in 
Supporting Real 
Economy. CIRC 
Document No. 42 

New Regulation 
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Deviation from Core Value Proposition of Insurance 
Becomes Key Targets of Regulatory Scrutiny 

Products deviate from core value proposition of insurance 

Key Areas 
of 

Regulation 

The sales pitch emphasizing investment portfolios and investment returns, mis-

leading consumers. Return of premiums right after the cooling-off period, and 

wording the payment of living benefit as discount.  

Product design not incompatible with product nature 

Product liabilities not aligned with product nature 

Some universal products only allow single premium payment without top-ups. 

Some insurers adjust investments on unit-linked products to accommodate a 

fixed return and advertise guaranteed returns mis-leading consumers.  

The payment of survival benefits of some long-term care products is not 

preconditioned on whether long-term care is provided. Some group medical 

insurance products are designed in such a way that the benefits are paid up to the 

limit of premiums paid, only offering investment services. 

New Product 
Regulation 
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CIRC Document No. 134 Aims to Rationalize Product 
Development 
 CIRC Notice on Enhancing Regulation of Product Development of Life Insurance 

Companies (CIRC Document No. 134) strives to rationalize insurer’s product 

development and prevent operation risks.  

 

3 4 

7 1 

3 Principles 

Encourage the 
Development 
of 4 Types of 
Products 
 

Deadline 
7 Requirements 
for Rectification 

3 Principles 

Be consumer needs oriented 

Take into consideration China’s realities and industry development 

Guided by the laws of insurance  

 

7 Requirements for 
Rectification 

The first payment of survival benefit shall be at least 5 years after policy 

issuance, and shall not exceed 20% of paid premiums.  

Universal and unit-linked insurance shall not be sold as riders. 

Survival benefit of long-term care insurance shall only be paid when the 

insured requires care and assistance for daily life. 

Survival benefit of disability insurance shall be conditioned upon the loss 

of the ability to work. 

Premiums of group medical insurance shall only be used for payment of 

medical liabilities. 

The term “wealth management” shall not be included in the name/ 

manual/handbook/promotional materials of insurance products.  

Promotional materials shall clearly state that it is an “insurance product 

portfolio”. 

Encourage the Development 
of 4 Types of Products 

Term life and whole-life products 

Long-term annuity products 

Health insurance products 

Customized niche products 

Deadline 

Finish self-assessment and rectification of all the products already 

approved by or filed with the CIRC by October 1 2017. 

New Product 
Regulation 
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 Major impact on platform insurers, 
which heavily depend on mid-and-
short-duration products like universal 
insurance.  

New Regulations on Product Design Conducive to 
Long-term Healthy Development of Life Industry 

 Starting from October 1, supply of 
short-term investment-oriented 
products will shrink considerably, 
while the investment element of 
long-term products would weaken. 

 Protection business is encouraged, 
prompting insurers to expand the 
supply. 

Impact on Product Supply 

Overall Impact of 
New Product 
Regulations 

More Disciplined 
Behaviors 

 Mis-selling would be effectively 
curbed, with consumers more rational. 

 More diversified and differentiated 
product offerings, better satisfying 
needs for risk protection. 

 Consumers turn to other channels 
for investment. 

Better Protection of 
Consumer Rights 

 Shifts in products and clampdown 
on mis-selling will prompt the 
industry to focus on its key value 
proposition, helping to improve 
industry image and being positive to 
its long-term healthy development. 

Conducive to Long-term 
Industry Development 

New Product 
Regulation 



44/45 

Future Product Strategy in Response to 
New Regulations 

Revamp the survival benefit of Dongfanghong product  
design (featuring fast return of premiums) to focus on the 
long-term accumulation and provision of survival benefit 
and annuity. 

Revise the universal riders (Guanjia series) to 
allow flexible premiums top-up and adjustment 
of sum assured.  

Focus on provision of death benefit, develop term life 
products with differentiated pricing based on the 
insured’s health conditions (smoking, life style, etc.).  

Focus on protection against health risks, offer broader and more 
targeted coverage. Enrich the supply of critical illness and medical 
insurance products.  
  

Abide by regulatory 
rules to rectify fast-
return-of-premium 
products and 
universal life riders. 

Promote protection 
products to 
strengthen the core 
value proposition of 
insurance.  

Product 
Strategy 
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中国太平洋保险 
China Pacific Insurance 


