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The Application of the Reasonable Expectations Doctrine
in Insurance Contracts Interpretation
Xie Bingqing

Abstract: The Doctrine of Reasonable Expectations ( DRE) as a special interpretative
principle of insurance law has been applied in judicial practice in China but different courts
have taken a variety of approaches to the doctrine so it needs to make clear the applicable rules.
DRE should be used to all insurance consumers including the “Sophisticated” insured. It should
be applied to insurance standard terms including those approved by the insurance regulatory but
not to the terms negotiated. DRE focus on two aspects: the expectation of the insured and whether
the expectation is reasonable or not. In identifying the “expectation” it is important to confirm
whether the insurer’ s behaviors caused the objective expectation of insured which including
giving some illusive information about coverage in policy and misleading consumers to make
insurance purchasing decisions. As for “reasonable” standard the expectation should be
developed by a rational evaluation of the circumstances so courts should take into account whether
the insured is sophisticated whether the insurer has disclosure terms clearly whether the
language is plain and conforms with the purpose of policy and the amount of premium and so on.
Besides DRE should be applied in the contract interpretation at the same time with rather than
after other interpretation principles of insurance law.

Keywords: insurance standard terms; the reasonable expectations doctrine; honoring the

reasonable expectations of the insured
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