


Something about the Front Cover Design

The background of the front cover illustrates Hong Kong’s

hectic pace of life and just some of its magnificient

infrastructure.  The history of insurance in Hong Kong spans

more than 150 years.  It has witnessed the history of Hong

Kong and grown with the prosperity of Hong Kong’s economy,

which is characterised by its ever-continuing construction

projects.  Behind the scenes, the industry offers a wide range

of insurance products and services, including employees’

compensation, accident, public liability, medical insurance,

etc. providing protection and security for all the individuals

and businesses taking part in the building of a better and

more prosperous Hong Kong.
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The Chief Executive
Hong Kong S.A.R.

In recent years, Hong Kong has developed into a service-oriented economy as well as an

international financial centre.  The insurance industry in Hong Kong has taken this opportunity

to expand considerably in terms of business size and product sophistication. Nowadays Hong

Kong has become one of the leading insurance centres in the Asia-Pacific region, employing

over 30,000 people, which is equivalent to 10% of Hong Kong’s workforce in the financial

services sector. A great deal of credit must be given to all insurance companies in Hong Kong

which have been working hard in establishing a sound and healthy insurance industry.

To maintain the momentum of growth and the competitive edge of the insurance industry, it

is crucial that insurance companies must strive for excellence in order to meet the ever-rising

expectations of policy holders. I am confident that through the industry’s continuous pursuit

of quality and dedication to high standard of professionalism, the interests of the insuring

public will be best served.

Since its establishment in 1988, the Hong Kong Federation of Insurers has been co-operating

with the Government in promoting the insurance industry of Hong Kong. The Federation has

gone a long way in establishing consumer confidence and in serving the insurance needs of

our community by rigorously pursuing high standards of ethics and professionalism. On the

occasion of its 10th Anniversary, I wish to extend my heartiest congratulations to the Federation

and wish it every success in the future.

TUNG Chee Hwa
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The Insurance
Functional Constituency
Representative

HKFI - Key To Promoting The Insurance Industry
With a history of over 150 years in the territory, the insurance industry has been playing a

significant role in the Hong Kong economy.  In the early days, the industry provided primitive

general insurance coverages for commercial use.  As time goes by, it has continuously advanced

to develop a comprehensive range of insurance products, both general and life insurance,

commensurate with today’s needs.  Hong Kong has rapidly developed to transform into an

important insurance centre in the region.

Established in 1988, the Hong Kong Federation of Insurers (HKFI) has been successful to

promote the future development of the insurance business.  It serves as an effective medium

for consultation and discussion between the industry and the Government body, protects the

best interests of the industry and perfects a self-regulatory regime aiming to improve the

professionalism to gain recognition from the general public.

Although the Asian economic crisis is hindering the growth of the industry, the HKFI has

been able to unify all practitioners to face such trying times.  At the same token, all of us are

proud of the HKFI’s efforts of promoting the industry and contribution to Hong Kong’s prosperity

and stability.

May I take this opportunity to congratulate on the HKFI’s 10th anniversary.  Also, I tender

my best wishes for the HKFI so that it will continue to move forward and exert its efforts in

ensuring the industry’s prospects and contributing to the economic prosperity of Hong Kong

in the years to come.

Bernard Chan
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The Commissioner
of Insurance

I am very pleased to extend my best wishes to The Hong Kong Federation of Insurers on the
occasion of its 10th Anniversary.

During the past 10 years, the Hong Kong insurance industry has flourished under a regulatory
framework that places a good deal of emphasis on industry self-regulation.  The success of the
insurance industry can be attributed to a considerable extent to the work of the Hong Kong
Federation of Insurers.

All through the years, the Federation has been actively representing the interests of the insurance
industry and worked with the Government on matters regarding the development of the industry
and its regulation.  Through the Federation, an effective channel of communication has been
built between the industry and the Government.

The Federation plays a pivotal and indispensable role in promoting professionalism among
insurance practitioners and in carrying out the industry’s initiatives on self regulatory measures.
Its notable achievements include the adoption by members of various industry standards, the
establishment and the proper functioning of the Insurance Claims Complaints Bureau and the
Insurance Agents Registration Board.

Apart from representing the interests of the industry, the Federation is also committed to
improving the public image of insurance practitioners.  Through publications, radio programmes
and a homepage on the Internet, it has evidently improved public knowledge on the concept
and practices of insurance.  It has also established an Educational Trust for the enhancement
of the quality of insurance education in Hong Kong.

The accomplishments of the Federation in the past 10 years have laid a sound and solid
foundation for the future growth of the Hong Kong insurance industry.  Upon that foundation,
I can foresee that the industry will continue to develop and prosper in the years ahead.

I am impressed by the efforts of the Federation made for the betterment of the well-being of
the Hong Kong insurance industry.  I would like to take this opportunity to offer my warmest
congratulations to the Federation on this memorable occasion and wish it every success in its
future endeavours.

Alan Wong, JP



1010

R
e

t r
o

s p
e

c
t i

ve



11

he history of insurance in Hong Kong spans more than 150 years with the first

insurance company moving from Guangzhou to Hong Kong in the 1840s. In the

early days, the development of the insurance industry was closely linked to trading

activities, and insurance was widely used to protect cargoes and property. Thus,

most insurance companies wrote fire, accident and marine business which belong

to the general insurance category. Life insurance began much later and the first life

insurance policy was not issued until 1898.

Different insurance bodies offering specific services to their lines or classes of business

were established chronologically to the emergence of that particular line or class of

business.

Although the Hong Kong Federation of Insurers was formed only ten years ago, on

8 August 1988, the various Technical Associations under its General Insurance

Council have been in existence from as long as a few decades to more than a century

ago. In the early days, these insurance bodies were established to provide technical

support to members such as setting tariffs and premium rates.
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he first insurance industry body was the Fire Insurance Association of Hong Kong

which was formed more than 100 years ago in 1895, some 40 years after the first

insurance company was established in Hong Kong.

More than a decade later, in 1906, the Marine Insurance Association of Hong

Kong was established as the second insurance industry body. It was not until

another 40 years later that the Accident Insurance Association of Hong

Kong came into existence in 1946.

In 1982, general insurers writing business in Hong Kong formed

the General Insurance Council of Hong Kong. Both the Life

Insurance Council of Hong Kong and the Medical Insurance

Association of Hong Kong Limited were registered in 1984.

Despite each area of service being specific to its own

line of business, the primary objective of these

associations or councils was basically the same,

and this was to secure joint action in all

matters affecting the interests

of the insurance members

concerned.

13
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s the insurance business continued to grow and prosper, both the industry and the

Government found it necessary to consolidate the resources that insurers and

government officials spent on industry services. The Hong Kong Federation of Insurers

(HKFI) was established in 1988 precisely for this reason. It was meant to integrate

all of these industry bodies into one structure so that it would act as the medium

for consultation and discussion with the Government on legislation and other matters

affecting the insurance industry. In addition, “the” representative industry body

could be charged with the duty to practise effective self-regulation with consolidated

resources. After lengthy negotiation and planning, all the various Technical Associations

eventually merged into the incorporated HKFI on 29 December 1994 and were

formally dissolved in subsequent years.

In June 1995, less than seven years after the HKFI’s inception and 18 months after

the Insurance Agents Registration Board (IARB) was established, both the HKFI

and the IARB were given statutory backing by the Insurance Companies Ordinance.

This is a true reflection of the Government’s recognition of the work being accomplished

by the HKFI and acknowledges the HKFI as “the” representative insurer body in

Hong Kong.
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The Birth of the HKFI
It is a great pleasure to be given the honour to contribute this article about the birth of the

Hong Kong Federation of Insurers (HKFI).

It enables me to share some of the thinking and to relate some of the “blood sweat and tears”

that went into the establishment of a credible voice for the industry. Looking at the achievements

of the HKFI over the past decade as an interested but uninvolved observer there is no doubt in

my mind that it has lived up to that objective with distinction. I am also convinced that

without its unifying focus the insurance industry would not be enjoying the important status

in the community that it does today.

There is a saying that Rome was not built in a day. In our own businesses much of our

energies are taken up with short term goals and objectives - meeting the month’s, quarter’s or

year’s budget,  winning or retaining specific accounts and so forth. In contrast, pursuing the

common interests of any industry - insurance no less than any other - requires sustained effort

by many people over lengthy horizons.

So it was with the birth of the HKFI. 8 August 1988 - 8.8.88 - was a most auspicious birthdate

but one must look back several years before that to find the true conception date of a single

representative body for insurance in Hong Kong.

A decade earlier, in the mid seventies, the industry was very different from what it is today.

Life insurance, with the exception of operators representing international insurers catering

primarily to the expatriate market, was minimal. General insurance was dominated by a few

players, principally large general agencies representing big overseas insurers. Agents were

mainly tied and, other than in marine hull, brokers were not a major force.  Domestic insurers

were struggling for a share of the market.

Prudential regulation and control were almost non existent and capital requirements for insurers

were derisory. One could register and operate an insurance company with a capital sum of

HK$10,000, if my memory serves me correctly. Fly by night operators without any sense of

responsibility either to the industry or to the public cropped up continually. That most sensitive

of all insurance buying groups, the motorists, were constant victims. At a time when the rights

and interests of the consumer were increasingly coming into focus - the age of consumerism -

the public perception of insurance was extremely negative. Alleged abuses and unprofessional

conduct were constantly high on the hit list of the new Consumer Council, formed in 1974.

An earlier attempt by Government to introduce some form of regulation into this unregulated

environment was delayed when the civil servant charged with its drafting retired before his

work was sufficiently advanced for a bill to be tabled. However by mid 1975, the Registrar

General - at that time the official responsible in Government for the supervision of insurers -

had had enough. Leaders of the industry were called together and asked to work with him and

his colleagues to develop a framework for proper regulation - whether by legislation, self-

regulation or both - of the industry. The problem was that there was no formal body to

17
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undertake this task and no relevant expertise in Government. The existing industry

organisations were either technical (The Fire Insurance Association of Hong Kong, the

Marine Insurance Association of Hong Kong and the Accident Insurance Association of Hong

Kong) or concerned with domestic interests only (Chinese Insurance Association

of Hong Kong).

So there was established an informal group, initially under the personal chairmanship of the

Registrar General, named the Insurance Industry Working Group. Because of some previous

experience with legislation matters in Australia, it fell to my lot to be named the convenor for

the insurance industry representation on that group. This proved to be the first move in establishing

an insurance industry lobby - albeit essentially to lobby Government only - and represented

the true conception of what was eventually to become the HKFI.

From the outset we emphasised certain principles, which I believe have stood the test of time

and have benefitted the industry in Hong Kong. Those were that prudential regulation should

be tailored to Hong Kong’s special circumstances, not blindly follow practise elsewhere, that

the primary focus should be on directors and management being fit and proper persons backed

by adequate financial resources and that, as far as possible, a responsible industry should be

relied upon to regulate itself. Our negotiations were long, arduous and at times frustrating

but finally after some seven years work the Insurance Ordinance 1983 was enacted. It largely

reflected our recommendations and input, and in the process we learned the vital importance

of including others in our lobbying work – the Legislative Council, the legal and accounting

professions, the Consumer Council and others.

For its part, the Government made it clear that its willingness to go along with our

self-regulatory approach depended on us having a body or bodies - preferably one - to which

they and other community leaders could look for industry performance, information and

reliable statistics.

But that was not the whole story. While regulation of insurance companies and the conduct of

their affairs was taking shape, community attention was increasingly being directed at the

abuses and inconsistencies within the intermediary system, both life and general. Questions

were asked as to who was the principal and therefore accountable when things went wrong.

The far growing brokerage community, emphasising their independence, were adamant that

insurers were not the principals. But who were brokers and how could they be relied on to

meet their commitments?

Once again the industry found itself unprepared, divided and on the defensive as the Law

Reform Commission set up a sub committee to look into insurance contract law in general

and that of intermediaries in particular. From the outset we had to fight a rearguard action

against strongly held legal views that legislation should be enacted to follow closely the incredibly

complex (and ultimately discredited) control of intermediaries recently enacted in the United

Kingdom.

By 1981 it had become generally accepted by insurance industry leaders that something had

to be done.

The industry was too inward looking, secretive and small thinking. We were constantly on the

defensive in the face of growing consumer discontent. We were not chasing opportunities and

had an inability to address or articulate our position on broader community issues. We lacked

unity and were not pulling our weight in the rapid economic and social development of

Hong Kong.

18
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Following insurance industry meetings held in June 1982 the Insurance Council of Hong

Kong was formed.  Its constitution and structure were formulated by a steering group comprising

all the existing Associations including the recently formed of Life Insurance Association and it

was intended that this should become the overall representative body for both life and general

insurance.

Sadly we fell at the first fence. Understandably the life insurance industry, which was enjoying

very rapid growth, felt that the Council was weighted too heavily in favour of general insurers

and would not adequately represent the special and, in many ways, very different interests of

life insurers. The outcome was the creation of two Councils, the Insurance Council of Hong

Kong (renamed the General Insurance Council of Hong Kong in April 1988) and the Life

Insurance Council of Hong Kong, each with its own secretariat.

Whilst this was a pity in the short term, there were benefits in that each side of the industry

was able to focus on its particular needs for promotion, protection and advancement, whilst

learning from working closely together how many of the issues and objectives were shared

and demanded unity. I recall particularly that we continued to work closely together on issues

such as self-regulation, intermediaries, legislation, taxation and, on a domestic note, the duplication

of expense involved in the maintenance of separate secretariats.

One development that certainly helped bring the need for unity into sharp focus was the

perceived possibility for insurance to be included as one of the first functional constituencies.

In the event, partly because we lacked one overall professional organisation, we missed out.

However the message was clear and by the following year agreement was reached to bring the

two Councils together under the umbrella of a single Federation.

The HKFI was thus born on the 8 August 1988 and it was my great privilege and honour to

become its first Chairman.

Very soon thereafter I had a career change and moved out of insurance.* Whilst it was for

others to build on the foundation which had taken so long to establish, I have watched

developments with keen interest. Through the medium of the HKFI the industry has made

great strides in the past ten years and has greatly enhanced its stature and importance in the

community.  Its share of Gross Domestic Product has more than doubled and it has come of

age as a functional constituency. It has made a major and constructive contribution to the

debates leading to the adoption of the Mandatory Provident Fund Scheme, in my view the

most far reaching and important long term financial initiative taken by Government in recent

times. It has won Government support for widening its base in the areas of reinsurance and

captive insurance. It is also heart warming to see the Government’s continuing faith in the

ability of the industry to regulate itself so successfully.

Although insurance is a business like any other, it should never be forgotten that its conduct

involves heavy fiduciary responsibilities which demand the maintenance of the highest professional

standards. Much remains to be achieved but I am sure that in the years ahead the HKFI will

continue to play its role in protecting the integrity of the industry and promoting its interests

within the community.

Michael Somerville

Founding Chairman

* At the end of 1988, Mr. Michael Somerville resigned as Chairman of the HKFI to pursue non-insurance interests.

Mr. Somerville was succeeded by Mr. Stephen Glanfield.

19
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(From left) Alex
W o n g ,  J P ,
Chairman of the
General Insurance
Council (1991/
92), Bernard de
P e t r u c c i ,
Chairman of the
Li fe  Insurance
Council (1991/
92), Elvon Harris,
Chairman of the
H o n g  K o n g

Federation of Insurers (1991/92) and Derek Sullivan, the then Commissioner
of Insurance, officiated at a roast pig cutting ceremony on 12 February 1992 to
mark the opening of a joint office at the Malaysia Building.

At the annual dinner held on 22
April 1998, the Hon. Tung Chee
Hwa (third from left), Chief
Executive of the Hong Kong
Special Administrative Region,
raised his glass in a toast to
members and guests of the Hong
Kong Federation of Insurers.
Joining Mr. Tung were (from left):
Ed Lau, Robert Ka, Frank Chan,
Ross Matthews and Robert
Hubbard.

This picture shows (from left) : the Hon.

Choy So Yuk, the Hon. Ho Sai Chu, JP, the

Hon. Andrew Wong, OBE, JP, the Hon. Leung

Chun Ying, JP, Steven Lau, the Hon. Rita Fan,

JP, Frank Chan, George Chu, OBE, and Y.K.

Chan, at a cocktail party. The party, organised

by the Hong Kong Federation of Insurers, was

held on 21 October 1997 to celebrate the

insurance industry’s accomplishment in

establishing an independent functional

constituency seat at the First Legislative Council

of the Hong Kong Special Administrative

Region.

Steven Lau (centre left), Convenor of the

Hong Kong Insurance Industry Coalition,

headed a delegation of 13 members to call

on Chen Ziying (centre right), Deputy

Director of the Hong Kong and Macau

Affairs Office, in Beijing in June 1996 to

seek support for the establishment of an

independent  insurance  funct ional

constituency seat at the Legislative Council

of the Hong Kong Special Administrative

Region.
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A famous Chinese proverb goes like this, “It takes ten years to grow trees but a hundred years

to nurture people.” Comparing this against the 150 years of existence of the insurance

business in Hong Kong, I would like to think that the proverb is more than appropriate to

describe the happy occasion of the 10th Anniversary of the Hong Kong Federation of

Insurers (HKFI).

The HKFI was registered on 8 August 1988, being the representative body of insurers in Hong

Kong and with the objective to practise self-regulation. The formation of the HKFI was the

realisation of the vision of a group of pioneer insurers who foresaw that self-regulation was

the international trend, in view of the increasing complexity of the operation of insurance

companies as well as the need to enable insurance companies to respond quickly to competitive

challenges in a rapidly changing business environment. In the last decade, by practising self-

regulation, the insurance industry has been able to enjoy a high degree of autonomy in regulating

its own activities which is deeply valued given Hong Kong’s dynamic business and economic

environment. The HKFI is proud to witness that the insurance industry has grown from strength

to strength in the last ten years by positioning itself as a responsible corporate citizen.

More importantly, the advocation of professionalism and high quality of service has become

a trademark of the HKFI in the eyes of the ever more sophisticated general public. The consumer

confidence which the HKFI had nurtured in the people of Hong Kong over the last decade had

yielded tremendous results. Members of the HKFI are now being recognised as being able to

offer a guarantee of integrity, competence and a high standard of service.

It therefore gives me enormous pleasure to recap the major events that have taken place in the

last ten years as a reminder of the insurance industry’s commitment to professionalism and

consumer protection.

1988-89

In response to the Government’s intention to establish the Office of the Commissioner of

Insurance, the HKFI advocated a division of labour between the Office of the Commissioner

of Insurance and the HKFI, the former to be responsible for direct regulation over the financial

strength of insurers and the latter to practise self-regulation where the public interest required

this. The HKFI stressed that “A proper balance must be maintained”.

Highlights of the Last Ten Years
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1989-90

This was a year of consolidation of the various insurers bodies. 1 April 1990 recorded the

joining under the HKFI secretariat umbrella of the Accident Insurance Association of Hong

Kong, the Fire Insurance Association of Hong Kong and the Marine Insurance Association of

Hong Kong. The Medical Insurance Association of Hong Kong was also granted representation

on the General Insurance Council of Hong Kong. This marked the important achievement of

the consolidation of resources insurers spent on industry services and completed the consolidation

of insurers’ interests under the HKFI.

1990-91

The longstanding dream of having official dialogue and exchanging ideas with our counterparts

in China eventually came true. In April 1991, the HKFI jointly organised an insurer delegation

with the Insurance Institute of Hong Kong to visit the People’s Insurance Corporation of

China in Beijing and Shanghai. Since then, visits between Hong Kong and Mainland insurance

practitioners have become an important annual event in the calendar of the HKFI.

1991-92

This was indeed a year of tremendous progress and accomplishment because the HKFI completed

the drafting of its very first consumer protection initiative, i.e. the Code of Practice for the

Administration of Insurance Agents. Not only was the Code a manifestation of the HKFI’s

firm commitment to self-regulation, it was also recognised as a fitting tribute to the healthy

growth of the insurance industry and the protection of consumers.

1992-93

Driven by the HKFI’s corporate spirit to promote professionalism and protect consumer interests,

all members of the General Insurance Council of Hong Kong and the Life Insurance Council

of Hong Kong signed a market agreement to pledge their support for the Code of Practice for

the Administration of Insurance Agents. A central registry and accompanying infrastructure

was put in place by the HKFI. On 1 January 1993, the Insurance Agents Registration Board

established under the HKFI commenced operation to register insurance agents and receive

complaints from the public about insurance agents.

1993-94

Following four years of co-operation and coordination among various industry bodies through

the HKFI secretariat, the time had come for the integration of the various industry bodies into

a corporation with liabilities limited by guarantee. On 29 December 1994 the various industry

bodies merged into the incorporated HKFI structure in order to enhance the efficiency and

effectiveness of services provided to insurers.

1994-95

The insurance industry has always longed for direct representation at the Legislative Council.

In view of the establishment of the Finance, Insurance, Real Estate and Business Functional

Constituency, the HKFI played a leading role in encouraging all practitioners in the insurance

industry to register as voters and candidates to run for election.

22
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1995-96

The HKFI and its Insurance Agents Registration Board were given statutory recognition by

the Insurance Companies (Amendment)(No.3) Ordinance enacted on 30 June 1995. The law

required all insurance agents to register with the Insurance Agents Registration Board established

by the HKFI. An Appeal Tribunal was added to perfect the disciplinary mechanism in place

since January 1993. The Code of Practice for the Administration of Insurance Agents was

rewritten in accordance with the requirements of the legislation. Coupled with enabling legislation,

the self-regulation regime of the HKFI entered into a new phase.

1996-97

The HKFI led a two-year crusade to seek an Insurance Industry Functional Constituency seat

at the First Legislative Council of the Hong Kong Special Administrative Region. A full scale

lobbying exercise was conducted to appeal to the authorities in charge of constitutional affairs

and politicians in both Hong Kong and the Mainland. Thanks to the solidarity of all insurance

practitioner bodies, the industry was granted an independent seat on the Legislative Council

for the first time in the history of Hong Kong.

1997-98

Following a decade of continued success and sound experience in monitoring the activities of

insurance agents, the HKFI endeavoured to perfect its self-regulation mechanism by setting

the next milestone to expand its self-regulatory role to cover insurers. A Mission Statement

was introduced setting out the goals and direction for all members to follow. The drafting of

a Code of Conduct for Insurers which will set out what is good market practice and what is

not is currently under way.

The above account of the important events of the HKFI reflects ten years of evolution and

progress of the insurance industry in promoting insurance and building consumer confidence.

The finale of the last decade will naturally lead to the prelude of a new decade. The HKFI has

already reached a milestone to begin a new chapter of its self-regulatory regime and this is to

implement a Code of Conduct for Insurers, which will greatly enhance the image and

professionalism of the insurance industry.

As a succeeding member of the HKFI relay team who has the insurance industry’s best interests

at heart, I shall dutifully and whole-heartedly continue to pursue the concept of self-regulation

knowing that this is the right way forward and a worthy cause supported by members in

general, the regulator and more importantly, the public at large. By promoting the highest

standards of professionalism and building consumer confidence, the HKFI plays an important

part in promoting insurance to the people of Hong Kong, a role which it intends to continue

to play in the future.
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Governing Committee
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Michael Somerville (July - December
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The intention of the Government to appoint a

Commissioner of  Insurance in the Monetary Affairs

Branch has been welcomed and it is hoped this will

permit a single focus for the industry within Government

in future. The higher profile though, encourages those

who would seek to regulate the activities of insurers.

On balance I favour self-regulation where the public

interest requires it, but it needs to be remembered the

ultimate costs are for the account of the consumer. A

proper balance must be maintained.

Chairman’s Statement
1 9 8 8 - 1 9 8 9
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As I remarked in our first annual report,

insurance is now a significant factor in the economy

of Hong Kong. An important objective for the past

year was therefore to consolidate the resources insurers

spent on industry services. With the integration of the

Fire, Accident and Marine Insurance Associations under

the Federation secretariat umbrella with effect from 1

April 1990, this has now been achieved. Also in April,

in recognition of the fast growth of the medical insurance

sector and its social importance, medical insurers were

granted representation on the General Insurance Council,

thus completing the consolidation of insurers’ interests

under the Federation. We are now well placed to respond

to the challenges of the future.

1 9 8 9 - 1 9 9 0
Chairman’s Statement
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Governing Committee

Chairman
Simon Brett
Carlingford Insurance Co Ltd

Deputy Chairman
Elvon Harris
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Stephen Glanfield
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Alex Wong
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The Federation also initiated dialogue with the

industry in China. A delegation jointly organized with

the Insurance Institute of Hong Kong visited Beijing

and Shanghai in April 1991.The visit succeeded in

achieving its objective and both the People’s Insurance

Corporation of China and the Insurance Institute of

China have accepted an invitation to visit Hong Kong

in the coming year. It is hoped that these exchanges

will further enhance the understanding between the

industry in China and that in Hong Kong.

1 9 9 0 - 1 9 9 1
Chairman’s Statement
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The year under review ended with the completion

of discussion with the Commissioner of  Insurance on

the scheme for the second stage of self-regulation of

the industry. The proposal of the industry on the

regulation of agents was submitted in the form of a

draft Code of Practice for the Administration of Agents.

It laid out the respective role of the Federation, its

constituent Councils, their member companies and the

agents they appoint in the system. When implemented,

it will put the marketing of insurance in an environment

that was unknown before. We believe the control in

its proposed form will be beneficial to the healthy growth

of the industry and the protection of consumers. With

the implementation of the scheme, the industry will

have fulfilled its commitment to put self-regulatory

measures in the place of the recommendations of the

Law Reform Commission for more legislation for

consumer protection. It is gratifying to see that the

Federation can now move ahead with the scheme it

designed.

1 9 9 1 - 1 9 9 2
Chairman’s Statement
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  Governing Committee

Chairman
Edmund Tse
American International Assurance Co Ltd

Deputy Chairman
Joseph Ip
Jardine Life Assurance Ltd

Members
Victor Apps (February - April 1993)
Manulife Financial

Werner Bugl (March - April 1993)
Munichre Service Ltd

Malcolm Clarke
The Continental Insurance Co

Paul Frankland
Commercial Union Assurance Co plc

Elvon Harris (May 1992 - January 1993)
Manulife Financial

Terry Jenkins (May - September 1992)
National Mutual Insurance Co (Bermuda) Ltd

J C D Long-Price (May 1992 - February 1993)
The Mercantile & General Reinsurance Co plc

Bernard de Petrucci
Eagle Star Life Assurance Co Ltd

Trevor Raper
The New Zealand Insurance Life (Bermuda)
Ltd

Stan Vyner (October 1992 - April 1993)
HSBC Life (International) Ltd

Alex Wong
Taikoo Royal Insurance Co Ltd
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Members of the constituent Councils signed a

Market Agreement to pledge their commitment to the

Code of Practice for the Administration of Insurance

Agents. At the same time, the Federation provided the

infrastructure by setting up the central registry of agents

and an Insurance Agents Registration Board to oversee

the working of the registry and to handle complaints

against agents.

1 9 9 2 - 1 9 9 3
Chairman’s Statement
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  Governing Committee

Chairman
Joseph Ip
The Prudential Corp Asia Ltd

Deputy Chairman
Alex Wong, JP
Paofoong Insurance Co (HK) Ltd

Members
Malcolm Clarke
The Continental Insurance Co

Paul Frankland
Commercial Union Assurance Co plc

Sebastian Lau
The Asia Insurance Co Ltd

Dennis Pedini
East Asia Aetna Insurance Co (HK) Ltd

Bernard de Petrucci (May 1993 - January
1994)
Eagle Star Life Assurance Co Ltd

Trevor Raper
Top Glory Insurance Co (Bermuda) Ltd

Edmund Tse
American International Assurance Co Ltd

Stan Vyner (May - October 1993)
HSBC Life (International) Ltd

Denis Wilkinson (November 1993 - May
1994)
The Prudential Assurance Co Ltd
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At the same time, continued efforts have also

been made to enhance co-operation and coordination

among industry bodies. For this purpose, the process

of forming a corporation with liabilities limited by

guarantee is now underway and it is hoped that it will

be established in the coming few months. We will

probably see in 1994 the merging of various industry

bodies into one structure. We believe this will help to

enhance the efficiency and effectiveness of the industry

bodies. For this, we need input from members and we

look forward to your continuous support.
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  Governing Committee

Chairman
Alex Wong, JP
Paofoong Insurance Co (HK) Ltd

Deputy Chairman
Dennis Pedini
East Asia Aetna Insurance Co (Bermuda) Ltd

Members
Victor Apps
Manulife Financial

Malcolm Clarke
Lombard General Insurance Ltd

Robert Duggins (July 1994 - May 1995)
HSBC Life (International) Ltd

Peter Dunn
Eagle Star Insurance Co Ltd

Sebastian Lau
The Asia Insurance Co Ltd

Trevor Raper
Top Glory Insurance Co (Bermuda) Ltd

Geoffrey Riddell
American International Underwriters Ltd

Terence Smith (June 1994 - May 1995)
National Mutual Insurance Co (Bermuda) Ltd

Denis Wilkinson (May - June 1994)
The Prudential Assurance Co Ltd
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The introduction of the Finance, Insurance, Real

Estate and Business Services functional constituency

will enable the insurance industry to seek further direct

representation on the Legislative Council. As a

responsible corporate citizen, the Federation supported

the Government’s initiative by sending two rounds of

circular letters to member and non-member companies

inviting them to register their employees and agents.

The Federation has undertaken to assist election

candidates to reach voters in the insurance industry in

Hong Kong.
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Governing Committee

Chairman
Dennis Pedini
East Asia Aetna Insurance Co (Bermuda) Ltd

Deputy Chairman
Steven Lau
Union Insurance Society of Hong Kong Ltd

Members
Victor Apps
Manulife (International) Ltd

Frank Chan (December 1995 - May 1996)
American International Assurance Co (Bermuda)
Ltd

Malcolm Clarke (September 1995 - May 1996)
HSBC Lombard Insurance Ltd

Robert Duggins (May 1995 - January 1996)
HSBC Life (International) Ltd

Peter Dunn
Eagle Star Insurance Co Ltd

Davinder Rajpal
National Mutual Insurance Co (Bermuda) Ltd

Trevor Raper (May - November 1995)
Top Glory Insurance Co (Bermuda) Limited

Geoffrey Riddell (May - September 1995)
American International Underwriters Ltd

Terence Smith
National Mutual Insurance Co (Bermuda) Ltd

Alex Wong, JP (May - October 1995)
Paofoong Insurance Co (HK) Ltd
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The Professional Standards Committee of the

Federation has a very busy year, producing guidelines

to assist member companies comply with the new

requirements of insurance agents with the enactment,

on 30 June 1995, of the Insurance Companies

(Amendment) (No. 3) Ordinance. Considerable work

has been done to revise the “Code of Practice for the

Administration of Insurance Agents” (Code of Practice).

Three sets of guidelines were also issued namely, the

“Definition of Insurance Agents”, “The Transitional

Arrangements regarding Representation of Principals”,

“Minimum Qualifications and Experience for

Corporation and Individuals Acting as Insurance

Agents” and the “Guidelines on Training Courses for

Insurance Agents”. The revision aimed to tighten up

and make improvements to the current self-regulatory

framework. Following the publication of the Code of

Practice and respective guidelines, an electronic enquiry

system was installed in December 1995 through which

the public is able to check the representation of registered

agents.
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  Governing Committee

Chairman
Steven Lau
Union Insurance Society of Hong Kong Ltd

Deputy Chairman
Frank Chan
American International Assurance Co (Bermuda) Ltd

Members
Malcolm Clarke
HSBC Lombard Insurance Ltd

Peter Dunn
Eagle Star Insurance Co Ltd

Eddie Fong (May 1996 - March 1997)
The Prudential Assurance Co Ltd

Robert Ka
AXA Insurance Hong Kong Ltd

Alwin Lam (May - December 1996)
American International Assurance Co (Bermuda) Ltd

Peter Luk (December 1996)
Top Glory Insurance Co (Bermuda) Ltd

Dennis Pedini
East Asia Aetna Insurance Co (Bermuda) Ltd

Davinder Rajpal
National Mutual Insurance Co (Bermuda) Ltd

Terence Smith (January - May 1997)
National Mutual Insurance Co (Bermuda)  Ltd

Terence Wu
CEF Life
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Chairman’s Statement
1 9 9 6 - 1 9 9 7

On 24 March 1997, the Hong Kong Insurance

Industry Coalition established by the Hong Kong

Federation of Insurers, submitted its proposal on the

method for forming the Legislative Council in 1998 to

the Secretariat of the Preparatory Committee. In the

proposal, the Coalition states the importance of the

insurance industry as an integral part of the financial

sector in Hong Kong and in providing protection for

people from all walks of life. The proposal also highlights

the fact that the insurance industry fulfils the four criteria

laid down by the Preparatory Committee’s Panel of

Making the Method of Forming the First Legislative

Council of the Special Administrative Region. Following

the submission of the proposal, the Coalition was

received by the Panel on 8 April 1997. At the meeting,

the Coalition presented the insurance industry’s platform

on the establishment of an independent insurance

functional constituency.
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  Governing Committee

Chairman
Frank Chan
American International Assurance Co (Bermuda) Ltd

Deputy Chairman
Robert Ka
AXA Insurance Hong Kong Ltd

Members
Roddy Anderson
Dah Sing Life Assurance Co Ltd

Malcolm Clarke (May - July 1997)
HSBC Lombard Insurance Ltd

Robert Hubbard
HSBC Life (International) Ltd

Andrew Kirkland (September 1997 - May 1998)
Royal & Sun Alliance Insurance (HK) Ltd

Ed Lau
Manulife (International) Ltd

Steven Lau
Union Insurance Society of Hong Kong Ltd

Ross Matthews
American Home Assurance Co Ltd

Davinder Rajpal
National Mutual Insurance Co (Bermuda) Ltd

Terence Smith
National Mutual Insurance Co (Bermuda) Ltd
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Encouraged by the Chief Executive and coupled

with our tremendous success in controlling the activities

of insurance agents, the HKFI, which is the self-

regulatory insurer body in Hong Kong, felt that the

time has come for it to expand its self-regulatory role

to cover insurers.  This worthy objective receive general

support from members and the Insurance Authority

as well as the public because it will enhance the image

and professionalism of the insurance industry as well

as consumer protection.  In pursuit of this cause, the

HKFI embarked on several important initiatives during

the period under review aimed at raising members’

awareness of the importance of good market practices.
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The PRESENT and
The FUTURE

44

Following almost a decade of operation in December 1997, the HKFI

established its Mission Statement setting out its aims and endeavours: “The

HKFI exists to promote insurance to the people of Hong Kong and build

consumer confidence in the industry by encouraging the highest standards

of ethics and professionalism amongst its members.” Promoting insurance

and building consumer confidence will remain the essence of the HKFI currently

and in future decades to come for as long as the HKFI exists.

Business Development

As at 30 June 1998, the HKFI had 118 General Insurance Members and 45 Life

Insurance Members, a figure which remained more or less the same as ten years

ago. In recent years, mergers of insurance giants have been an international trend

for reasons of economies of scale and competitive advantage. It is therefore expected

that the total membership may decrease in future.

Nevertheless, on the business side, the insurance industry in Hong Kong as a whole

can be depicted in rosy terms, and has become an increasingly important financial

services industry in recent years. The total gross premium income in 1996 amounted

to HK$46.4 billion, which was 3.9% of the Hong Kong Gross Domestic Product

(GDP). The growth rate of the insurance industry had been consistently higher than

that of the GDP between 1991 and 1995.



453945

In the short term, the growth of the general insurance industry is prone to follow the economic

climate and should experience a decline in view of the poor economic conditions in the region

as a result of the currency turmoil in October 1997. However, the life assurance business is

expected to continue to prosper and enjoy double-digit growth.

Whilst the currency turmoil has hit Hong Kong’s economy badly and accelerated the

unemployment rate to all time high in the second quarter of 1998, the total number of registered

insurance agents, on the contrary, grew by 17.4% to 39,117 from October 1997 to 30 June

1998. The ability of the insurance industry to immediately absorb several thousand more

people in its agency force was highlighted in the reply, in May 1998, of the Chairman, Mr.

Robert Ka, to the invitation from the Financial Secretary, the Honourable Mr. Donald Tsang,

JP, for suggestions to tackle the rising unemployment problem. Mr. Ka advised that,

as a short term measure, in order to ameliorate unemployment the Government should utilise

its communications channels to encourage the unemployed to consider joining the insurance

industry as insurance agents. The continued growth of the agency force will generate

enormous business opportunities for the insurance industry and contribute positively to its

further growth.

The imminent implementation of the Mandatory Provident Fund Scheme (MPFS) towards the

end of 1999 or early 2000 is anticipated to create HK$12 billion worth of new capital during

its first year of operation, and this will grow exponentially. The life assurance industry, which

currently accounts for the management of more than half of the total number and more than

30% of the total asset size of registered retirement schemes in Hong Kong, is expected to

become a major service provider of the MPFS. In doing so, the insurance industry will contribute

increasingly to the economic growth and prosperity of Hong Kong in the long term.

We are given to understand that the Government is considering the introduction of compulsory

medical insurance following the smooth implementation of the MPFS. The industry naturally

welcomes this idea which will provide more business opportunities in the insurance industry

as well as many other fields. When this time does come, the HKFI will offer industry expertise

and advice to the Government to assist it to devise a cost-effective compulsory medical insurance

scheme.

The Government’s continued efforts to promote captive insurance and reinsurance business

will also help the Hong Kong insurance business to grow in the long term. The HKFI welcomes

the Government’s adoption of its tax reduction recommendation to provide tax relief on profits

arising from offshore reinsurance business. It will explore the possibility of further tax incentives

with the Government in order to make the Hong Kong market more competitive with neighbouring

regions and more attractive to users.
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Self-regulation

The HKFI enjoys an excellent working relationship with the Insurance Authority. The insurance

industry’s regulatory framework, which is based on the complementary functioning of direct

regulation by the Insurance Authority and self-regulation by the HKFI, is the result of

many years of evolution.

As a means to build consumer confidence, the HKFI will continue to improve upon current

customer protection schemes and introduce new initiatives.

The next deliverable already on the agenda is the adoption of a Code of Conduct for Insurers,

which expands upon the Statement of General Insurance Practice and Statement of

Long-Term Insurance Practice introduced in January 1991. The same laborious experience

that the HKFI went through during the compilation of the Code of Practice for the

Administration of Insurance Agents (Code of Practice for Insurance Agents) is now being

repeated. We heard one or two opposing voices, we took pains to strike a balance between

business interests and consumer interests, and had to decide who would have the power to

take disciplinary actions, etc..

Nevertheless, the Code of Practice for Insurance Agents sets a good example - despite all of

the objections, we have to start somewhere. The first edition of the Code of Conduct for

Insurers will be put to good use by the consuming public. By a process of trial and error, the

HKFI will improve upon this new code just as it has done with the Code of Practice for

Insurance Agents. In a five years period, three different editions of the Code of Practice for

Insurance Agents have been published, each of which has succeeded in addressing certain

drawbacks of the previous version. Moreover, we are expecting more improvements in the

years to come in order to perfect the Code of Practice for Insurance Agents, having taken into

account the constantly changing business environment.

The HKFI looks forward to the adoption of the Code of Conduct for Insurers in the near

future because we are confident that this Code will greatly enhance the image and professionalism

of the insurance industry. As a result, both the public and our industry will benefit. The

adoption of this Code will also place the Hong Kong insurance market in the same league as

developed markets overseas in terms of practising the highest standards of ethics and

professionalism.

We know that the compilation of the Code of Conduct for Insurers is a painful exercise.

However, being a responsible corporate citizen who has consumers’ best interests at heart, we

shall take pride in eventually seeing it through. When we look back on the occasion of the

20th Anniversary of the HKFI, we shall see that it has all been worth while.
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Sources of photos: P.12(left), 24, 26, 28, 30, 34, 38, 40, 42

The Government of the Hong Kong Special

Administrative Region

P.12(right), 13(right)

South China Morning Post

P.36 (right)

Provisional Urban Council
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