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Overview
Key Strengths

Key Risks

Strong competitive position in Thailand with solid operating performance

High concentration in its equity and investment
portfolio

Very strong capital adequacy with ability to hold up even under a hypothetical sovereign
stress scenario
Exceptional liquidity profile with limited refinancing needs and ample liquid assets

Bangkok Insurance Public Co. Ltd. will maintain its strong competitive position supported by consistent operating
performance. The solid market position is underpinned by its strong brand recognition, profitability, and business
diversity within the Thai property and casualty (P&C) insurance market. We expect the insurer to maintain its prudent
underwriting, resulting in a stable operating performance over the next two years.
Capital adequacy will continue to be very strong, despite high equity exposures. In our view, Bangkok Insurance's
substantive exposure to equities (of about 71%) increases its sensitivity to material revaluation swings towards
investment market risks. However, we expect the insurer to maintain its capitalization, despite the market volatilities
due to its earnings stability.
Bangkok Insurance has high risk exposure on account of sector and obligor concentration. The insurer allocates about
74.4% of its invested assets to high-risk investments, comprising equity, loans, and other investments. While these
holdings have been long-term, Bangkok Insurance continues to hold sizable investments (about 57.6% of invested
assets) in three family-related entities: Bangkok Bank Public Co. Ltd., Bumrungrad Hospital Public Co. Ltd., and
Bangkok Life Assurance Public Co. Ltd.

Outlook
The stable outlook reflects our view that Bangkok Insurance will maintain its strong competitive position,
capitalization, and earnings over the next 24 months.
We expect the insurer's profitability to stay at current levels over the next 24 months due to tepid economic growth in
Thailand and strong price competition. In our view, Bangkok Insurance will maintain consistent operating
performance due to its prudent underwriting and tightened risk exposure management over the years.

Downside scenario
We may lower the rating if Bangkok Insurance's capitalization weakens (e.g., from a significant deterioration in equity
markets) or its catastrophe risks increase substantially. Such a scenario is unlikely over the next 24 months, in our
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view. We may also lower the rating if we believe the insurer's susceptibility to a sovereign default has increased or if
our industry and country risk assessment on Thailand's P&C sector deteriorates.

Upside scenario
An upgrade is less likely in the next 24 months. We could upgrade Bangkok Insurance if the insurer's financial risk
profile strengthens, which could happen due to: (1) consistently higher prospective capital adequacy levels with no
deterioration in risk exposure and funding structure; or (2) improved risk exposure through reduced investment
concentration or increased investment diversification.

Key Assumptions
• Subdued real GDP growth for Thailand of around 3% for 2019-2021.
• Inflation of 1.2%-1.4% over the period.
• Moderate decline in policy rates during this time.
Table 1

Bangkok Insurance Public Co. Ltd.--Key Metrics
--Year-ended Dec. 31-(Mil. THB)
Gross premiums written
Net income (attributable to all shareholders)

2021F

2020F

2019F

2018

2017

2016

20,441.1 19,284.1 18,192.5 17,326.2 15,940.9 16,031.3
2,193.8

2,223.4

2,314.9

2,406.8

2,403.1

2,425.8

Financial leverage (%)

0.0

0.0

0.0

0.0

0.0

0.0

Return on shareholders' equity (%)

6.2

6.1

6.2

6.9

7

7.2

Net investment yield (%)

2.1

2.1

2.1

2.1

2.2

2.1

Net combined ratio (%)

88.0

88.5

88.5

87.0

87.3

86.1

Return on revenue (%)

20.4

20.1

20.1

21.6

21.5

22.4

THB--Thai baht. F--Forecast.

Business Risk Profile
We believe Bangkok Insurance will maintain its strong competitive position over the next two years, underpinned by
its robust underwriting performance, good market presence, and brand recognition.
Bangkok Insurance's prudent underwriting and business diversity support its operating performance, which has been
typically better than the overall Thailand P&C industry's. We expect the insurer's combined ratio to be 85%-90% in
2019-2021 (a ratio of less than 100% indicates underwriting profit). Bangkok Insurance's underwriting performance has
been good, as measured by combined ratio with a five-year average of 86.5% (2014-2018). Similarly, its five-year
average return on revenue was about 22% over the same period.
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Chart 1

Bangkok Insurance has maintained its position as the third-largest insurer, with a market share of 7.0%-8.0% for the
past seven years. Its strong brand and reputation are underpinned by the insurer's good business mix, with a particular
focus on motor, personal accident, and health. While intense competition continues within Thailand's motor segment
(largest line on gross premiums basis), a marginal uptick in rates in the first half of 2019 indicates gradually improving
industry prudence. We expect Bangkok Insurance to maintain its underwriting discipline while managing its business
diversity.
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Chart 2

We expect the stability in premium contributions to continue due to the insurer's strong distribution relations
particularly with the bank and brokers channel. The company's premium growth is well-supported through a
multichannel approach that includes bancassurance, telemarketing, brokers, and agents.
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Chart 3

Bangkok Insurance operates in the Thai P&C insurance market, which we assess as having intermediate industry risk.
In our view, the insurer's diversified book will support its gradual premium growth amidst a subdued economic growth
within Thailand over the next two years. We anticipate the sector to broadly sustain its profitability despite slower
growth prospects and competitive entry barriers.

Financial Risk Profile
We expect Bangkok Insurance's capital and earnings to remain strong over the next 12-24 months despite high market
sensitivities due to risk concentration within its equity and investment portfolio. The insurer's very strong capital
adequacy levels as of end-2018 reflect its stable earnings over the past couple of years and a marginal reduction in
equity risks.
While Bangkok Insurance maintains healthy capitalization, it reported a revaluation loss of Thai baht (THB) 1.3 billion
on its available-for-sale portfolio in the first half of 2019. As such in our view, Bangkok Insurance's prudent
underwriting strategy and reinsurance arrangements help offset such fluctuations and sustain strong capital buffers.
The insurer's regulatory solvency ratio is about 253% as of June 2019, well above the minimum requirement of 140%.
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We anticipate Bangkok Insurance's prospective capital and earnings will remain sensitive to material concentration
risk over the next 24 months. The insurer allocates about 74.3% of its invested assets to high-risk investments,
comprising equity, loans, and other investments. The insurer's equity investments in three family-related entities, albeit
long-term holdings, constitute about 58% of the invested assets.
Table 2

Bangkok Insurance Public Co. Ltd.--Investment Holdings*
Exposure (%)
Bumrungrad Hospital Public Co.

40%

Bangkok Bank Public Co. Ltd.

14%

Bangkok Life Assurance Public Co. Ltd.

4%

*Based on market value as at Dec. 31, 2018.

Bangkok Insurance's funding structure is prudent, in our view, reflecting its access to a moderate range of capital
resources (as a listed company) and external liquidity. The insurer has no outstanding debt, and we do not expect its
leverage to increase over the next two years.

Other Key Credit Considerations
Governance
Bangkok Insurance's governance is satisfactory, in our opinion. The Sophonpanich family has a high level of
controlling interest in the company's shareholding structure. However, this does not necessarily translate to board and
executive management control. It continues to be run by a professional management team and a majority independent
board (nine independent directors out of 12) have effectively served the interests of all stakeholders. The board
maintains sufficient independence from management to provide effective oversight.
We view Bangkok Insurance's risk culture as reasonable, reflecting that the company has a good risk management
culture with underwriting and investment guidelines clearly articulated with limits set. The company's risk exposure is
straightforward, and it has processes to monitor and control risks. Investment risks appear broadly controlled except
for investments in related entities. The company's catastrophe risk controls appear simple (such as monitoring of flood
exposure and treaty limits), similar to those of other Thai companies. While the company undertakes business through
selecting risks, it has also developed online codes to enforce its risk management framework. As such, there has been
some tightening within risk exposure management over the years.

Liquidity
We don't expect the company to have any liquidity constraints in meeting its obligations over the next two years due
to its expected cash flows from premium income and its investment portfolio. We regard Bangkok Insurance's liquidity
as exceptional, given its substantial holdings of liquid assets and a strong liquidity ratio of 4.7x as of Dec. 31, 2018.

Ratings above the sovereign
We rate Bangkok Insurance above our foreign currency sovereign credit rating on Thailand (foreign currency
BBB+/Stable/A-2; local currency A-/Stable/A-2). We apply a hypothetical sovereign default on insurers to assess the
insurer's capital. The stresses include devaluation of the insurer's investments in bonds, deposits, and equities.
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Bangkok Insurance's capital and liquidity ratio remain substantive to meet the risks under our stress scenario.

Ratings Score Snapshot
Business Risk Profile

Strong

Competitive position

Strong

IICRA

Intermediate Risk

Financial Risk Profile

Strong

Capital and earnings

Very Strong

Risk exposure

Moderately High

Funding structure

Neutral

Anchor*

a-

Modifiers
Governance

Neutral

Liquidity

Exceptional

Comparable ratings analysis

0

Financial Strength Rating

A-

*This is influenced by our view of Bangkok Insurance's concentrated counterparty risk arising from substantial equity holding in three
family-related entities.

Related Criteria
• Criteria | Insurance | General: Insurers Rating Methodology, July 1, 2019
• General Criteria: Ratings Above The Sovereign--Corporate And Government Ratings: Methodology And
Assumptions, Nov. 19, 2013
• Criteria | Insurance | General: Refined Methodology And Assumptions For Analyzing Insurer Capital Adequacy
Using The Risk-Based Insurance Capital Model, June 7, 2010
• General Criteria: Use Of CreditWatch And Outlooks, Sept. 14, 2009

Related Research
• Bangkok Insurance Rating Affirmed At 'A-'; Outlook Stable, Aug 22, 2019
Ratings Detail (As Of November 22, 2019)*
Operating Company Covered By This Report
Bangkok Insurance Public Co. Ltd.
Financial Strength Rating
Local Currency

A-/Stable/--

Issuer Credit Rating
Local Currency
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Ratings Detail (As Of November 22, 2019)*(cont.)
Domicile

Thailand

*Unless otherwise noted, all ratings in this report are global scale ratings. S&P Global Ratings’ credit ratings on the global scale are comparable
across countries. S&P Global Ratings’ credit ratings on a national scale are relative to obligors or obligations within that specific country. Issue and
debt ratings could include debt guaranteed by another entity, and rated debt that an entity guarantees.

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT

NOVEMBER 22, 2019 9

Copyright © 2019 by Standard & Poor’s Financial Services LLC. All rights reserved.
No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part thereof (Content) may be
modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of
Standard & Poor’s Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be used for any unlawful or unauthorized purposes. S&P and any third-party
providers, as well as their directors, officers, shareholders, employees or agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or
availability of the Content. S&P Parties are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use
of the Content, or for the security or maintenance of any data input by the user. The Content is provided on an “as is” basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS
OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM
FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY
SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive,
special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses caused by
negligence) in connection with any use of the Content even if advised of the possibility of such damages.
Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact.
S&P’s opinions, analyses and rating acknowledgment decisions (described below) are not recommendations to purchase, hold, or sell any securities or to make any
investment decisions, and do not address the suitability of any security. S&P assumes no obligation to update the Content following publication in any form or format. The
Content should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making
investment and other business decisions. S&P does not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from
sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information it receives. Ratingrelated publications may be published for a variety of reasons that are not necessarily dependent on action by rating committees, including, but not limited to, the publication
of a periodic update on a credit rating and related analyses.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain regulatory purposes, S&P
reserves the right to assign, withdraw or suspend such acknowledgment at any time and in its sole discretion. S&P Parties disclaim any duty whatsoever arising out of the
assignment, withdrawal or suspension of an acknowledgment as well as any liability for any damage alleged to have been suffered on account thereof.
S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result,
certain business units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to maintain the
confidentiality of certain non-public information received in connection with each analytical process.
S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right to disseminate
its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites, www.standardandpoors.com (free of charge), and www.ratingsdirect.com
(subscription), and may be distributed through other means, including via S&P publications and third-party redistributors. Additional information about our ratings fees is
available at www.standardandpoors.com/usratingsfees.
STANDARD & POOR’S, S&P and RATINGSDIRECT are registered trademarks of Standard & Poor’s Financial Services LLC.

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT

NOVEMBER 22, 2019 10

