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Abstract: The Hong Kong insurance market has significantly transformed since virtual insurers
were introduced in 2018, signaling a shift toward digitalization in a traditionally intermediary-led
industry. With a market size valued at $76.15 billion in 2024 and projected to reach $127.02 billion
by 2032, the digital insurance sector is poised for growth, driven by technological innovation and
evolving consumer preferences. This report provides a detailed analysis of the Hong Kong digital
insurance market, encompassing virtual insurers and hybrid insurers, which blend traditional and
digital distribution channels. It explores market development, product offerings, customer de-
mographics, profit margins, and global insights.
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1. Introduction

The Hong Kong digital insurance market has experienced rapid transformation since
the launch of the Insurance Authority's Fast Track initiative in 2017. This report aims to
analyze the development, challenges, and opportunities within the digital insurance eco-
system, focusing on both virtual and hybrid insurers. It explores market size, distribution
models, product innovation, consumer behavior, and financial performance from 2020 to
2025. The findings provide insights for stakeholders to navigate the evolving landscape
and formulate effective strategies [1].

2.Market Development and Overview
2.1. Historical Context

The digital insurance revolution in Hong Kong began in 2018 with Blue’s transition
to a virtual insurer via acquisition, followed by the issuance of virtual licenses to Bowtie,
Avo, OneDegree, and ZA Insurance. The Insurance Authority (IA) launched the Fast
Track initiative in 2017 to accelerate authorizations for digital-first insurers, requiring
them to operate solely through proprietary digital channels.

By 2024, the market comprised 157 authorized insurers, including 5 virtual insurers
and a growing number of hybrid insurers integrating digital tools. Total gross premiums
increased by 0.8% to $542.1 billion in 2023, with digital channels contributing an estimated
2% to life and health premiums [2].

2.2. Market Size and Growth Projections

Fortune Business Insights estimates the Hong Kong insurance market at $76.15 bil-
lion in 2024, with a projected CAGR of 6.6% for the life insurance sector, reaching $96.5
billion by 2026 (Fortune Business Insights, 2024, Industry Report). The digital insurance
platform market is expected to grow significantly, with Statista forecasting a market vol-
ume of $93.55 billion by 2029 (Statista, 2024, Digital Insurance Platform Market — Global
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Forecast to 2029 report). The rise in chronic diseases and an aging population, with 1-2%
of the population affected by heart failure (per Roche Diagnostics, 2022), has fueled de-
mand for health and life insurance, accelerating digital adoption.

2.3. Segmentation: Virtual vs. Hybrid Insurers

Virtual insurers operate exclusively online, leveraging Al and automation technolo-
gies, with examples including Bowtie and OneDegree.

Hybrid Insurers: Traditional firms adopting digital channels alongside agent net-
works (e.g., AIA, Prudential). By 2023, 30% of traditional insurers had integrated hybrid
models — defined as combining online tools with traditional agent networks — according
to industry estimates.

3. Distribution Channels
3.1. Traditional vs. Digital Distribution

Historically, 99% of pre-pandemic life insurance policies were sold through interme-
diaries (banks, agents, brokers), a model that shrank by 4.6% in 2022 due to market satu-
ration and economic uncertainty.

Virtual insurers rely entirely on D2C models, while hybrid insurers use integrated
portals like AIA’s Online Portal for Agents and FWD’s Agent Assist Platform, though
these incur additional costs without addressing core pain points. As illustrated in Figure
1, insurers in Hong Kong demonstrate a wide spectrum of digital enablement. Traditional
insurers remain heavily reliant on intermediaries with limited digital capabilities. In con-
trast, virtual insurers have adopted a fully digital, direct-to-consumer model that elimi-
nates intermediaries and enhances customer accessibility. Hybrid insurers fall somewhere
in between — leveraging digital tools but still dependent on agents, often without fully
resolving legacy inefficiencies [3,4].
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Figure 1. Distribution Strategy vs. Digital Maturity of Insurers in Hong Kong.

3.2. Emerging Trends

The HKMA'’s OpenAPl initiative, currently in progress, is enhancing digital banking
integration, potentially benefiting insurers. Social media platforms such as Facebook and
LinkedIn are key for virtual insurers like Avo, while hybrid insurers leverage WeChat for
policy management, such as MSIG Hong Kong [5].

The shift toward D2C is evident, with 58% of consumers willing to buy online in 2024
(Hong Kong Federation of Insurers [HKFI], 2024 Consumer Survey on Digital Insurance
Preferences 2024), though agent reliance persists, with over 115,000 agents in 2023 (IA data,
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Insurance Authority, Hong Kong, Annual Report on Insurance Industry 2023). As shown
in Table 1, online and digital channels now account for 58% of consumer preferences, rep-
resenting a 16% year-on-year increase. Meanwhile, intermediary-led models are declining,
though they still serve a significant share of the market. Hybrid users — those engaging

both online and agents — are also growing, suggesting demand for flexible distribution
experiences.

Table 1. Distribution Channel Preferences (2024).

Channel Percentage of Consumers Growth (YoY)
Online/Digital 58% +16%
Intermediaries 42% -4%

Hybrid (Mixed) 25% (Hybrid Users) +8%

4. Product Offerings
4.1. Virtual Insurer Products

Virtual insurers target underserved segments with innovative offerings:

1) Medical/Critical Illness: 100% coverage (e.g., Bowtie’s VHIS Flexi Plans with Al
underwriting).

2)  VHIS: 75% adoption (e.g., OneDegree’s tailored plans).

3) E-Wallet/Travel: Avo’s plans start at $39-$79 annually.

4)  Pet Insurance: OneDegree’s Pawfect Care saw a 15-fold sales spike during the
2023 black rainstorms, as increased weather-related risks prompted more pet
owners to seek insurance coverage.

5) Home Insurance: OneDegree’s 2022 launch includes appliance warranties.

Figure 2 shows that Hong Kong’s virtual insurers have differentiated themselves

through specialized product offerings. While Bowtie and Blue focus on core life and health
products, others like Avo and OneDegree extend into areas such as pet, travel, and digital
asset insurance. This diversity reflects a clear shift toward flexible, lower-cost products
tailored to digital-first consumers [6,7].
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Figure 2. Comparison of Product Portfolios Across Hong Kong’s Leading Virtual Insurers.

4.2. Hybrid Insurer Products

Hybrid insurers enhance traditional products with digital features:
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1) AIA’s Global Power Multi-Currency Plan 3 (2024) offers flexibility and higher
returns, incorporating a dynamic digital interface that allows policyholders to
adjust currency allocations in real-time via a mobile app.

These plans integrate with wearable health devices for personalized premium adjust-
ments and provide access to Al-driven financial planning tools that offer tailored invest-
ment insights based on market trends and individual risk profiles.

2) AXA’s SmartTraveller Plus (2024) includes virtual consultations and medicine
delivery, enhanced by an Al-powered chatbot for 24/7 travel advisory, a geolo-
cation-based emergency response system that activates during trips.

The plan features a blockchain-secured claims process that reduces fraud and short-
ens reimbursement time to under 24 hours, along with a customizable digital dashboard
for tracking travel insurance benefits [8].

3) HSBC Life’s MediTrust Partnership (2023) expands healthcare services, featur-

ing a telemedicine platform with Al diagnostics integrated into the policy design.

The service includes a digital health record system that syncs with policyholder med-
ical histories for seamless claims processing and a loyalty program — accessible via an
online portal — that rewards healthy behaviors with premium discounts [9]. All features
are supported by a user-friendly interface for real-time service updates.

4.3. Product Features

Common features include instant quotations, Al-driven underwriting (90% accuracy,
per Avo), and claims processing under 48 hours for 80% of cases.

Hybrid insurers also offer virtual onboarding and e-signatures, while virtual insurers
emphasize commission-free pricing. Table 2 compares the adoption of these digital fea-
tures across product types, highlighting virtual insurers’ consistent lead in automation,
accessibility, and customer-facing innovation.

Table 2. Digital Feature Adoption by Product Type (2024).

Virtual Hybrid
Digital Feature Insurers Insurers Explanation of Percentage
(%) (%)

Product
Type

Percentage of policies offering immedi-
100% 90% ate online quotes (100% for virtual, 90%
for hybrid).
Percentage of policies using Al for risk
90% 60%  assessment and premium calculation
(90% for virtual, 60% for hybrid).
Self-Service Percentage of VHIS plans accessible via
VHIS 75% 60%  online self-service platforms (75% for

Medical/Crit- Instant Quota-
ical Illness tions

Medical/Crit- AI-Driven Un-
ical Illness derwriting

Portals virtual, 60% for hybrid).
Virtual Percentage of VHIS policies supporting
VHIS Onboarding 50% 40%  virtual sign-up processes (50% for vir-

tual, 40% for hybrid).
Percentage of travel/e-wallet plans with
25% 15%  real-time digital notifications (25% for
virtual, 15% for hybrid).
Percentage of plans enabling electronic

E-Wal-  Real-Time Pol-
let/Travel  icy Updates

E-Wal-
lot /,}/Z 'jvel E-Signatures 20% 10%  signatures for policy agreements (20%
for virtual, 10% for hybrid).
Mobile App Percentage of pet insurance policies
Pet Insur- . . . . . .
Claims Submis- 25% 5%  supporting claims via mobile apps (25%
ance . . .
sion for virtual, 5% for hybrid).
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Al Vet Consul- Percentage of policies offering Al-sup-
Pet Insur- . . . .
tation Integra-  15% 2%  ported veterinary advice (15% for vir-
ance . i
tion tual, 2% for hybrid).
Percentage of home insurance plans
Home Insur- IoT-Enabled 259, 10% with IoT devices for real-time damage
ance Damage Alerts ’ ’  detection (25% for virtual, 10% for hy-
brid).
Digital War- Percentage of policies managing war-
H Insur-
on;icrelsur ranty Manage- 20% 8%  ranties digitally (20% for virtual, 8% for
ment hybrid).

5. Customer Demographics and Behavior
5.1. Policyholder Profile

Among digital insurance users, 72% are aged between 18 and 35, with 35% of them
preferring digital channels in 2021.

The aging population, prone to chronic conditions, drives demand among 50+ de-
mographics, though digital comfort lags at 45%. Expatriates and high-net-worth individ-
uals, attracted by a wide range of customizable insurance solutions such as multi-currency
plans and global travel coverage, constitute 15% of the market. Table 3 outlines the demo-
graphic composition of policyholders, including age, income level, gender, and digital
confidence — highlighting the dominance of young, tech-savvy consumers, but also the
emerging importance of older and affluent segments [10,11].

Table 3. Policyholder Profile by Demographics (2024).

Demo- Percentage of
graphic Fac-  Category Policyhold- Explanation of Percentage
tor ers
18-35 729, Percentage of policyholders aged 18-35, re-
’ flecting high digital adoption (72% of total).
Age Group Percentage of policyholders aged 36-50,
36-50 18% showing moderate digital engagement
(18%).
Percentage of policyholders aged 51+, indi-
51+ 10% . O
cating lower digital comfort (10%).
Percentage of male policyholders, slightly
Male 55% higher due to income and tech affinity
Gender
(55%).
o Percentage of female policyholders, growing
Female 45% with health product demand (45%).
Percentage of policyholders with annual in-
<500,000 30% come below HK$500,000, targeting afforda-
ble plans (30%).
Annual In- Percentage with income HK$500,000-
come (HKD) 500,000- D1
45% 1,000,000, core market for mid-tier products
1,000,000
(45%).
Percentage of high-net-worth policyholders
1 25%
>1,000,000 5 (>HK$1M), seeking premium services (25%).
Digital Com-__. . Percentage comfortable with digital plat-
fort Level High (Confident 50% forms for purchases and claims (50% of to-
Users) tal)
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Moderate Percentage requiring some assistance with
1d- o,
(Neiiig‘“d 35% digital tools (35%).
Low (Prefers 15% Percentage preferring agent-based interac-
Traditional) ’ tions due to digital unease (15%).

5.2. Customer Willingness and Barriers

A 2024 HKFI survey shows 58% willingness to buy online, with 65% trusting digital
security (see Table 4). However, 28% cite privacy concerns, and 19% prefer human advi-
sors for complex policies. D2C barriers include a 45% trust deficit (IA, 2023), a 15% in-
crease in compliance costs in 2024, and an initial HK$50 million investment in technology
with a 3-year breakeven period (Table 4).

Table 4. Customer Metrics (2024).

Metric Percentage/Value Remark
Willingness to Buy 589, 58% of surveyed customers are open to pur-
Online ° chasing insurance online.

65% customers feel secure using digital in-

Trust in Digital Security 65%
surance platforms.
Privacy Concerns 28% 28% customers are worried about data pri-
vacy in digital transactions.
Preference for Human 199% 19% of customers prefer consulting human
Interaction advisors for insurance.
Trust Deficit Impact 459% 45% of customers still rely on traditional

trust factors.
Compliance Cost In- 159 15% rise in operational costs due to regula-
crease ° tory requirements.

6. Profit Margins and Financial Performance
6.1. Virtual Insurers

OneDegree reported a 40% performance improvement in 2023, achieving HK$180
million in gross written premiums with 59% year-over-year growth (see Table 5). The cost-
to-income ratio dropped to 18%, and revenue per employee increased to HK$1.2 million.
Profit margins averaged 6%, limited by ongoing technology investments (Table 5).

Table 5. Financial Performance of Virtual Insurers (2023).

Gross Written YoY Cost-to-In- Profit
Revenue per Em-

Insurer Premiums Growth come Ratio Margin
(HK$M) (%) (%) ployee HKSM) T 5
OneDegree 180 59% 18% 1.2 6%
Bowtie 120 45% 20% 0.9 5%
Avo 90 30% 22% 0.7 4%
ZA Insurance 70 25% 25% 0.6 3%

6.2. Hybrid Insurers

Traditional firms like AIA and Prudential sustain 10-12% profit margins, supported
by diversified revenue streams (see Table 6). AXA’s 5.1% health insurance revenue growth
in 2020 demonstrates the resilience of hybrid models, although digital integration costs
have compressed margins by an estimated 2-3% (Table 6).
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Table 6. Financial Performance (2023).

AJA (Hy- Prudential (Hy- AXA (Hy- HSBC Life (Hy- FWD (Hy-

Metri
etrie brid) brid) brid) brid) brid)
Gross Written 4 ¢12p HK$12B HK$8B HK$6B HK$4B
Premiums
Cost-to-Income 239% 25% 249 26%
Ratio
Rever;‘fsyi‘j Em- 1 600M  HK$0.85M  HK$07M — HKS0.65M  HK$0.6M
Profit Margin 11% 10% 8% 9% 7%

Data source: Data for AXA and HSBC Life are drawn from AXA Hong Kong (2024) Product Inno-
vation Report and HSBC Life (2023) MediTrust Partnership Announcement, respectively. Other
data are compiled from publicly available financial disclosures and industry reports.

7. Adoption Rates and Digital Features
7.1. Adoption Trends

Digital channel penetration reached 2% of life and health premiums by 2023, up from
1% in 2020. Virtual insurers grew premiums 8x from HK$43 million in 2020 to HK$345
million in 2021, stabilizing at HK$500 million by 2024 (Everbright Actuarial Consulting,
2024).

Hybrid digital adoption remains comparatively slow, with only 30% integration by
2023, despite increasing customer demand for tech-enabled services (see Table 7).

Table 7. Digital Features Adopted by Insurers and Pros/Cons (2023).

Virtual In- Hybrid In-

Dlgt:frlel:ea- surers surers Pros Cons
Adoption Adoption
Self-Service Enables 24/7 access, re-  Requires high initial
100% 90% .
Portals duces costs by 15%. tech investment.
Al-Driven Un- 90% 60% Increases accuracy to 90%, Potential bias in Al
derwriting ’ ’ speeds process. models.
tfers 24/7 Limited f 1
Chatbots 75% 60% Offers 24/7 support, cuts  Limited or complex
labor costs. queries.
Virtual Simplifies sign-up, en May reduce per-
. 50% 40% P ship, sonal trust for some
Onboarding hances convenience. sers
Real-Time Pol- 259 15 Improves customer en- Relies on stable in-
icy Updates ’ ’ gagement, real-time alerts. ternet connectivity.
Speeds up policy issuance Legal acceptance
E-Signatures 20% 10% . " varies by jurisdic-
eco-friendly. ton
Mobile A
ClZirlnz Sti)l:i 259 59, Accelerate's claims, user-  App mair.ltenance
. friendly. and security costs.
mission
IoT-Enabled Enables proactive damage High device and in-
25% 10% . .
Damage Alerts detection. tegration costs.

7.2. Digital Features

Virtual insurers have achieved broad digital integration: 100% offer self-service por-
tals; 75% use chatbots; 50% provide virtual onboarding; and 80% process claims in under

48 hours.
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Hybrid Insurers: 90% offer e-portals, 60% use chatbots, and 40% integrate virtual
sales, with AIA’s platform enhancing agent efficiency (see Table 8).

Table 8. Digital Feature Adoption by Product Type (2024).

Virtual Hybrid
Digital Feature Insurers Insurers Explanation of Percentage

Type ©%) (%)

Product

Policies offering immediate online
100% 90%  quotes (100% for virtual, 90% for hy-
brid).
Percentage of policies using Al for risk
90% 60%  assessment and premium calculation
(90% for virtual, 60% for hybrid).
Percentage of VHIS plans accessible via
75% 60%  online self-service platforms (75% for

Instant Quota-
Medical/Crit- tions
ical Illness
Al-Driven Un-
derwriting

Self-Service

Portals virtual, 60% for hybrid).
VHIS L .
. Percentage of VHIS policies supporting
Virtual 50%  40% virtualsi 50% for vi
Onboarding o o virtual sign-up processes (50% for vir

tual, 40% for hybrid).
Percentage of travel/e-wallet plans with
25% 15%  real-time digital notifications (25% for
virtual, 15% for hybrid).

Real-Time Pol-
E-Wal- icy Updates

let/Travel Percentage of plans enabling electronic
E-Signatures 20% 10%  signatures for policy agreements (20%
for virtual, 10% for hybrid).
Mobile App Percentage of pet insurance policies
Pet Insur- Claims. Submis-  25% 5%  supporting Flaims via mobile apps (25%
ance sion for virtual, 5% for hybrid).
Al Vet Consul- Percentage of policies offering Al-sup-
tation Integra-  15% 2%  ported veterinary advice (15% for vir-
tion tual, 2% for hybrid).
Percentage of home insurance plans
IoT-Enabled 259 10% with IoT devices for real-time damage
Home Insur- Damage Alerts detection (25% for virtual, 10% for hy-
ance brid).
Digital War- Percentage of policies managing war-
ranty Manage- 20% 8%  ranties digitally (20% for virtual, 8% for
ment hybrid).

8. Strategies and Outcomes
8.1. Virtual Insurer Strategies

1) D2C: Bowtie eliminates commissions, cutting costs by 15-20%.

2)  Partnerships: OneDegree collaborates with Dubai Insurance for digital assets.

3) Al/Big Data: Avo’s 90% underwriting accuracy boosts efficiency).

These strategies have yielded measurable outcomes. Bowtie increased its customer
base by 25% in 2023 and improved its retention rate to 85%. OneDegree generated HK$50
million in new revenue from digital asset products, expanding its market share by 5% and
attracting more high-net-worth clients. Avo’s Al-driven underwriting reduced processing
time by 40%, boosting policy issuance by 20% and operational efficiency by 30% (Table 9).
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Table 9. Virtual Insurer Strategies and Outcomes (2023-2024).

Strategy Specific Actions Measurable Impact Outcomes
Removes intermediary com- Cuts operational Increased customer
D2C: Bowtie elim-  missions, offers direct costs by 15-20%, re- base by 25% in
inates commis-  online pricing, and uses Al ~ duces premium y e
sions to optimize customer seg- prices by 10-15% for 2023, boosted re-
P . & P y tention rate to 85%.
mentation. customers.
Partners with Dubai Insur-
Partnerships:  ance for digital asset insur-
OneD llab- , integrates blockchain . . , .
ne egr.ee cota . ance, integrates ?C chain digital assets in 2023, 10% more high-
orates with Dubai for secure transactions, and .
Insurance expands into crvptoolinked 7€YY market share net-worth clients
P P by 5%. by 2024,
policies.
Deploys machine learning
models for risk assessment, Achieves 90% accu-
analyzes. 10,000+ data pointsracy in underwri’fing, 30%, increased pol-
per policy, and automates reduces processing . .
80% of underwriting pro- time by 40% icy Issuance by
&P y = 20% in 2023.
cesses.

Generated HK$50M Enhanced product
in new revenue from diversity, attracted

Improved opera-

Al/Big Data: Avo’s tional efficiency by

90% underwriting
accuracy

8.2. Hybrid Insurer Strategies

1)  Multi-Channel: AIA’s virtual sales platform supports agents.

2) Innovation: AXA’s SmartTraveller Plus adds digital consultations.

3) Partnerships: HSBC Life’s MediTrust tie-up expands services.

Table 10 shows hybrid insurers’ key strategies and results. AIA’s platform increased
agent productivity by 20%, AXA’s digital consultations cut claim time by 30%, and HSBC
Life’s MediTrust partnership raised healthcare uptake by 25%.

Table 10. Hybrid Insurer Strategies and Outcomes (2023-2024).

Strategy Specific Actions Measurable Impact Outcomes
Integrates a cloud-based
. Expanded agent
Multi-Channel: ~ platform for agents, pro- Increases agent o :
AIA’s virtual vides real-time customer productivity by 20% network by 10% in
y by " 2023, achieved 5%

sales platform  data analytics, and enables boosts sales conver-
supports agents  hybrid sales training pro-  sion rates by 15%.
grams.
Incorporates Al-powered
virtual health consultations, Reduces claim pro- Grew travel insur-
integrates geolocation for cessing time by 30%, ance sales by 18% in
emergency services, and of- enhances customer 2023, added 8%
fers a mobile app for claim  retention by 12%. new policyholders.

higher customer
satisfaction scores.

Innovation:
AXA’s Smart-
Traveller Plus

adds digital con-

sultations .
tracking.
_ Collaborates with MediTrust Increases healthcare Improved customer
Partnerships: for telemedicine integration, service uptake b loyalty by 15% in
HSBC Life’s gration, ptake by loyalty by 15%

launches a digital health rec- 25%, adds HK$30M 2024, expanded
ord system, and offers loy- in revenue from new market reach by
alty discounts up to 5%. services. 7%.

MediTrust tie-up
expands services
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9. Global Insights and Real-World Examples
9.1. Global Benchmarking

Hong Kong'’s digital maturity score of 51.1 (Sia Partners, 2023, Global Digital Insur-
ance Maturity Index 2023 report) trails the Netherlands (62.4), US (61.1), and Singapore
(51.5), reflecting agent reliance. The UK’s digital platforms are worth $228 billion by 2026,
suggesting Hong Kong’s potential. IoT adoption (e.g., FitBits for premiums) is a global
trend, with 50% of Asia-Pacific consumers comfortable with Al healthcare (Bain & Com-
pany, 2023, Asia-Pacific Insurance Trends 2023).

9.2. Real-World Examples

1) Halodoc (Indonesia): Integrates telemedicine and insurance, a model Hong
Kong could adopt.
2)  AIA Group (Hong Kong): Plans gen Al integration for distribution and service.
3) Ping An (China): Holds the second-highest gen Al patents, showcasing tech
leadership.
Table 11 highlights key digital initiatives by Halodoc, AIA, and Ping An, showing
cost savings, productivity gains, and strong market feedback relevant to Hong Kong’s
insurance sector.

Table 11. Real-World Examples, Financial Outcomes, and Market Feedback (2023-2024).

Com- Specific Actions Financial Outcomes Market Feed-  Relevance to
pany back Hong Kong
Reduces healthcare 64% doctor ~ Model could
costs by 66% compared score increase, address Hong
to offline (three times 5%+ popula- Kong's aging
cheaper per consulta-  tion usage population
tion), generates $15M in (over 13M us- needs, though
revenue in 2023, im-  ers), high 95%  regulatory
proves app rating from solve rate for  alignment is
4.5 to 4.8 stars. top diagnoses. critical.

Integrates telemedicine
with insurance, uses
Halodoc Al for doctor feedback,
(Indone- offers home delivery,
sia)  and partners with in-
surers for cashless out-
patient services.

Plans gen Al integra-

tion for distribution

ATA  and service, achieves
Group 95-99% digital submis-
(Hong sions, 90% cloud adop- Us
Kong) tion, and USD150M in
expense efficiencies via

TDA.

Saves USD150M (3.3% 4.5-4.7 app rat-  Leverages

of PBT) in FY23, gener-  ings,leads = Hong Kong's
ates 15M digital leads NPSin7 mar- FinTech hub
(6% conversion, kets, positive status, but high

D1.2B ANP), reduces feedback on initial costs may

costs per transaction by personalized challenge
32% over 2020-2023. services. smaller firms.

High customer Offers patent li-
Holds second-highest Achieves cost savings of satisfaction, censing oppor-
gen Al patents (over USD200M in 2023,  strong market  tunities for
Ping An 1,000), uses Al for 99%  boosts productivity =~ trustintech = Hong Kong,
(China) digital submissions, with 10% ANP growth, leadership, but though data
95%+ cloud adoption, patents valued at $500M some privacy privacy regula-
and Al service reps.  in market potential. concerns  tions need scru-
noted. tiny.

Data source: This table compiles data from the Halodoc (2023) case study, Ping An Insurance (2024)
Innovation Report, and AIA Group (2024) Annual Report.
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9.3. Future Outlook

Deloitte’s 2025 outlook predicts a 6.3% CAGR for Hong Kong (2024-2028), driven by
the Greater Bay Area. Adoption of Generative Artificial Intelligence (Gen Al), with 76%
of US insurers implementing it (Deloitte, 2024, Global Insurance Outlook 2025 [report]),
could accelerate Hong Kong's digital transformation.

10. Challenges and Opportunities
10.1. Challenges

The Hong Kong digital insurance market faces several significant obstacles that im-
pede its full potential:

1)

2)

3)

Trust Deficit: A substantial 45% of customers still rely on traditional trust factors,
such as human agents, as per the 2024 HKFI survey (Table 4). This preference
hinders the adoption of direct-to-consumer (D2C) models, particularly among
older demographics (51+ age group, 10% of policyholders) who exhibit lower
digital comfort (Table 3). The reliance on personal interaction underscores a
preference for human trust and relationship-based services — a cultural barrier
that digital platforms must address to gain wider acceptance.

Regulatory Costs: Compliance costs have risen by 15% due to enhanced Know
Your Customer (KYC) requirements, as reported by the Insurance Authority (IA)
in 2023 (Table 4). This increase places a financial strain on insurers, particularly
hybrid and virtual firms investing in digital infrastructure, reducing profit mar-
gins (e.g., AXA’s 2-3% margin reduction) and slowing market expansion.

Tech Investment: The initial technology investment required averages HK$50M,
representing approximately 10% of the industry average gross written premi-
ums (HK$500M, Table 6). This high upfront cost poses a significant barrier for
smaller insurers and new entrants, delaying full digital adoption and contrib-
uting to the slower 30% integration rate among hybrid insurers by 2023 (Section
6.1).

Figure 3 highlights the varying levels of digital maturity among major insurance
companies in Hong Kong across key stages such as Engage, Acquire, Service, and Main-
tain in 2023. Notably, firms like Ping An and AIA demonstrate advanced capabilities,
while others show gaps in areas like pricing and claims management.

N

|ENGAGE > ACQUIRE >> SERVICE >> MAINTAIN
C P et ) Pt D) D s P e
Bl

Minimal lead generation and Subscale online D2C distribution (i.e. via Digital pre-authorisation / claims settiement are Absence of live chat
customer education, with sizeable app / website) and manual onboarding, with reserved for certain policies (e.g. health), with functions / digital
scope for digital potential large capacity to expand to other products ‘engagement tools
Major Gap in Digital Distribution Key Gaps - Extensive - Sufficient Moderate Lacking - Not Available m Unspecified

Figure 3. Digital Capability Gaps Across the Insurance Value Chain in Hong Kong (2023).
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10.2. Opportunities

The Hong Kong digital insurance market is poised to capitalize on several promising
opportunities to overcome existing challenges and drive future growth:

1)  Cross-Border Growth: The Greater Bay Area (GBA), including Hong Kong, Ma-

cau, and several neighboring cities in southern China, presents significant po-
tential due to its relatively low insurance penetration rate of approximately 3%
compared to Hong Kong’s 8% (IA, 2023).

With a population of over 86 million and a GDP exceeding USD1.6 trillion, the GBA
offers a vast untapped market. For example, insurers could leverage leading cross-border
e-commerce platforms to offer tailored health plans, potentially increasing market share
by 15-20% within five years if regulatory barriers are addressed. This opportunity aligns
with Hong Kong's role as a financial hub, facilitating partnerships with mainland firms to
expand digital offerings.

2)  Tech Innovation: The integration of Artificial Intelligence (Al) and Internet of
Things (IoT) technologies could significantly enhance insurance product offer-
ings. Al can improve underwriting accuracy (e.g., Avo’s 90% accuracy) and per-
sonalize customer experiences, while IoT devices like smart home sensors can
enable real-time damage alerts, reducing claim costs by up to 10% [12].

For instance, Ping An’s use of IoT for health monitoring (Table 11) has cut claim pro-
cessing times by 20%, a model Hong Kong insurers could adopt to boost efficiency and
attract tech-savvy customers (50% high digital comfort, Table 3).

3) Customer Education: Addressing the 30% awareness gap, identified in cus-
tomer feedback (Section 9.1), could significantly boost digital insurance adop-
tion [13]. This gap includes the 15% of policyholders with low digital comfort
(Table 3) who specifically lack understanding of online benefits. Educational
campaigns, such as workshops or mobile app tutorials (e.g., AIA’s 4.5-4.7 app
ratings, Table 11), could increase online willingness from 58% to 70% within two
years, per HKFI projections.

For example, OneDegree’s user guides have improved customer engagement by 12%,

suggesting that targeted education could unlock the potential of the 45% mid-income seg-
ment (Table 3) seeking affordable digital solutions [14].

11. Conclusion and Recommendations

The Hong Kong digital insurance market is at a crossroads, with virtual insurers driv-
ing innovation and hybrid insurers bridging tradition and technology. With a projected
market size of $127.02 billion by 2032, stakeholders could:

Invest in Al and D2C platforms to reduce costs and build trust.

Leverage global best practices (e.g., Halodoc’s integration model).

Collaborate with regulators to streamline compliance and enhance digital infrastruc-
ture.

This report emphasizes the need for agility and customer-centricity to sustain Hong
Kong's position as a global insurance hub.
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