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China Pacific Insurance Has No M&A
Plans Despite Hong Kong Listing

By Rebecca Ng

China Pacific Insurance (Group) Co. Ltd. [90598] said it
will focus on domestic organic growth instead of growing
through mergers and acquisitions once it completes its
capital-raising activity through a Hong Kong listing by the
end of December.

The Shanghai-based insurer said it will offer about 861
million H-shares {Hong Kong shares] through the global
offering. Of that, around 43 million shares will be offered in
Hong Kong.

The insurer aims to raise capital of up to HK$25.9 bil-
lion (US$3.3 billion), with an issuing price of between
HK$26.80 and HK$30.10 per H-share. It is expecting to list
in Hong Kong on Dec. 23,

Guofu Gao, chairman of CPIC, said at a press conference
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A Closer Look

New Zealand Seeks
To Attract Asian Captives

By lris Lai

New Zealand’s captive insurance industry is aiming
for the gradual growth of S —
its business base in the CAP T I V E s
Asia-Pacific region by build-
ing on its base of Australian-owned foreign captives and
domestic captives.

The Asia-Pacific region’s insurance business develop-
ment and current economic climate will drive demand for
captive insurance in the region, said Peter Lowe, president
of the New Zealand Captive Insurance Association.

Moving toward a more mature business portfolio, Lowe
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said more corporites are looking into different strategies
of risk management and cost control. Increasingly, Austea-
lian corpotates realize the needs for alternative risk invest-
ments and management, and eaptive insurance is seen as
one tool for longterm development.
Although captive insurance is “extremely”
under-developed in Asia, Lowe said the poten-
tial for growth is great, given the region's pace
of development. Countries with big manufac-

Captives*
turing bases such as Japan, South Korea and

New Zealand

subsidiaries in New Zealand, through which they are famil-
iar and feel comfortable with the country’s infrastructure,
noted Lowe,

In general, Lowe said New Zealand has a secure political
system, good legistation and professional work force for
foreign captives. Effective cost structures with competitive
regulatory, auditing, management and legal
fees are also cited as attractive factors.

In the past few years, Lowe said New
Zealand has been successful in building a
W captives business from Australia. The captive
industry will continue to attract and build

P the business from Australia at this stage of
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China offer potential for new captives. Gross Premiums
- Assels Under

New Zealand's Aim Management

development.

1873 In the longer term, Lowe said New Zea-

In New Zealand, the pumber of captives
grew from 2 to 22 between 2002 and 2008.
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land aims to translate its Australia-driven for-

91 eign captive business to a bigger profile in

*As of Dee. 31, 2007

These captives’ business lines mainly come
from the energy, electricity, agriculture and

Source: New Zealand Captive
Insurance Assoclation

Asia. The captive industry is seeking business
from Japan, aiming to serve as a favorable

manufacturing sectors, as well as the aitline
industry. Some of New Zealand’s big corporates such as
Fonterra, Air New Zealand and Carter Holt Harvey, have set
up their own captives in the country.

Among the 22 captives in New Zealand, six are Austra-
lian-owned captives, with the remaining from New Zea-
land. The 22 captive insurance companies in New Zealand
currently underwrite a total of NZ$80 million (US$57 mil-
lion) in gross premiums annually.

“We believe that New Zealand could become the captive
domicile for the Asia-Pacific region,” said Lowe in an inter-
view. Initial growth is coming from Australia and New Zea-
land, and the expansion will then develop from other Asian
countries such as Japan, South Xorea and China, he said.

New Zealand’s geographical proximity to Australia, simi-
lar legislative and tax systems, and 2 20% lower currency
exchange rate to Australian dollars are some of the key
attractions for Australian corporates to establish captives
in the country. Many Australian companies already have

captive domicile for Japanese companies
compared with other Asian domiciles where, he s#id, Japa-
nese firms may find it more difficult to set up.

‘The captive industry has made a significant contribution
to New Zealand’s economy, according to Lowe. “With the
right regulation, within 10 years we believe the industry
could grow to 150 captives paying NZ$50 million a year in
1ax to the government,” he said.

With appropriate regulation, Lowe noted there is poten-
tial for significant growth in New Zealand After the success
from a developed Australia market, Lowe said there will be
more atteaction for Asian companies in the future.

New Zealand Captive Group Criticizes Proposed Legislatson

The New Zealand Captive Insurance Association criti-

cized proposcd iNSUMANCE -
CAPTIVES

legislation up for Parlia-
menmt’s consideration, saying

it would create an unregulated captive insurance industry
in New Zealand.

“We want all captives to be regulated by a responsible cap-
tive legislation” said Peter Lowe, president of NZCIA. The new
Insurance Prudential Bill will not regulate foreign companies
that set up insurance subsidiaries in New Zealand, he said.

The conseguence would “kill” captive insurance busi-
ness, leaving a small domestic market in New Zealand, said
Lowe, He added that the captive industry is confident thete
can be a dialogue with government on the interpretation

of the new insurance bill,

After a first reading in Parliament, the new insurance bill
will be referred to the select committee for public consul-
tation. The bill will be cleared for clarification and interpre-
tation by March 2010. Lowe said in an interview that the
association is not satisfied with the legislation’s interpreta-
tion of a regulatory regime on foreign captives.

“If you're a captive domiciled in New Zealand but do
not issue policies in New Zealand, you will not be licensed.
That means you can operate in an unreguiated market
[condition},” said Lowe.

Lowe said he believes this aspect of the legislation is
“not intended” but is due to a*lack of understanding.”

~His Lai
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