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The New Insurance Beyond Your Imagination

Sophia Chen, Research Manager, Ipsos Taiwan

“Human fortunes are as unpredictable as the weather”

The adage sums up the mentality in dealing with risk management among families and companies in
Taiwan. How well do Taiwanese people take actions when it comes to buying insurances to protect
against potential risks? Over the past year, the market saw a 6%-7% growth, with each citizen owning an
average of 2.4 policies. The penetration rate in Taiwan is the world’s second highest, only next to the
Cayman Islands. The average annual spending on premium is around $140K NTD, and is on the 5
consecutive year of increase. This rise in insurance-related expenditure is certainly the result of higher
acceptance and demand. Looking at the penetration rate and density of insurance policies, undoubtedly,

the general insurance market of Taiwan is very mature.

Other than personal insurance, what other types of insurances exist?

Personal insurances are the most bought products, accounting 96% of the total market. Property
insurance is only around 4% of the overall premium spending, mostly relating to motorcycle/car, fire, and
casualty (eg. liability insurances of professionals). Property mortgage borrowers are required by banks to
also purchase fire and earthquake insurances. According to statistical findings from Taiwan Insurance
Institute, after the earthquake in Tainan, the total earthquake insurance policies bought grew by over
20,000. Despite the increase, only 32% of residential homes throughout Taiwan are now covered. For
enterprises, the most bought insurance types are fire, earthquake, cargo, and performance bond. Take
weather-sensitive industries for instance, such as farming, forestry, fishery, and livestock husbandry,
currently, risks are only managed by taking preventive measures and government aid schemes.
Agriculture/farm insurances are still limited, but the chances of natural disasters are not.  All of the
property insurances mentioned above center around specified objects with values. How about special
insurances relating to modern day life that is largely enabled by technology, such as internet message
privacy, litigation, return insurance, and third-party insurance associated with using drones?

As our world is changing at a rapid pace, insurance needs are also changing. While the internet,
digitization, and mobile technology continue to dominate our life, more new product types have emerged

to satisfy various protection needs.

Will innovative products emerge as “blue ocean” or become drowned in the wave of changes?

While FinTech is changing every aspect of life, here are some of the examples of what may come next in
the insurance market:

. Compensation based on indices?

. As big data applications expand, the same policy maybe priced by individual, based one’s personal

risk indices?



. A hang-gliding enthusiast can gather a group on social media and request a policy be created to
suit group needs?
. Are finger signatures legally binding?
All of the scenarios mentioned may be more real than you could imagine. The insurance industry has
made revolutions in the past, such as putting simple products online for purchase, eg, travel insurance
and compulsory auto insurances. Customer can look up details by themselves and make claims, whether
in a convenience store or on the internet. However, there are plenty more needs that should be met.
Take product innovations for instance, parametric insurance is a type of insurance that measures by
parameters. For instance, direct or indirect impacts caused by natural catastrophes, extreme weathers,
economic recession, food price rises caused by disasters, and epidemic situations (such as bird flu and
SARS) are assigned with indices. When the index number reaches a certain level, indemnification takes
place, whereas the conventional insurance calculates by the amount of the pure loss.  For insurance
companies, there is no need to measure and quantify the actual loss in detail, which saves massively on
costs associated with inspection. The simplified process and the saved manpower enables faster
payout, too. For example, the first parametric aquaculture insurance was offered in Taiwan last March,
approved by Financial Supervisory Commission. In July of the same year, a heavy rainfall accumulating
623mm within 48 hours was quickly responded with the payout. In other countries, parametric insurance
is also used for health insurance. When indices relating to dangers or risks (ie. mosquitos per unit, or
average flu population) reach a certain level, payouts are given to the policyholders for treatments or
prevention needs.
At the moment, parametric insurances are mostly for agricultural losses (eg, rice or pears) relating to
natural disasters, such as weather insurances. Because there is no need to collect quantified information
to receive a payout, arguments exist, such as whether the compensation is enough to cover the loss.
When not properly governed, this type of insurance becomes a tool of gambling and derails from its
original purpose of managing risk. Despite this, the transparency and simplicity of parametric insurance
are able to suit modern needs. If further elaborated and well communicated, the applications can also
extend to people and even pets.
With help of technology, the premiums may also be priced individually. In the future, it is possible that
insurance products become more tailored to meet individuals. At the moment, premiums are based on
gender and age. With big data, the cost of premium can be calculated by past averages associated with
personal behaviors and risks. In another word, for the same policy, each of the insured pays a different
fee.
Insurance agents, underwriters, and brokers have traditionally played a key role in the buying processes.
With the development of FinTech, insurance companies will have more direct reach to the end
customers. While the law currently requires hand signatures for important documents, should regulations
loosen up to accept finger signatures, simpler products with smaller arguments over ambiguities can be

offered to increase interests in buying online.



The insurance industry is changing as technology brings greater impacts

Although it was once a cultural taboo to even talk about insurance, the prevalence and acceptance of
insurance continue to grow in Taiwan, now the country with second highest penetration rate. As the
awareness of risk management continues to emerge and technology brings more influence to life, in
addition to innovative products like parametric insurance, individual pricing, and online buying, the future

of insurance market in Taiwan may see plenty of changes.

*Remarks: insurance penetration rate refers to premiums paid against the total GDP of a country.
*Insurance density: calculated by ratio of total insurance premiums to the whole population of a given

country, also known as premium per capita

Ipsos UU is a full service qualitative research firm offering a comprehensive array of highly

innovative research, facilitation, and ideation services. The largest and most trusted qualitative
firms in the world, Ipsos UU leverages the powerful experience of its 1000+ moderators and
research consultants to deliver actionable insights for our clients in the Consumer Packaged Goods,
Retail, Technology, Financial Services, and Entertainment sectors.
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