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1. Fully transition from severance pay schemes to retirement pension plans
2. Limit exemptions to occupational pension plan coverage

3. Boost tax incentives and introduce non-tax financial incentives

4. Simplify the pension tax system

5. Improve pension plan coverage for informal workers and self-employed
workers

6. Lift investment restrictions and encourage more suitable investment
strategies

7. Pension providers should better communicate about risk and

rewards of different investment strategies
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8. Implement the requirement for pension providers to have a default
Investment option

9. Consider introducing additional security mechanisms

10. Restrict permitted cases of early withdrawal

11. Encourage people to purchase annuity products to protect them
against longevity

12. Increase the age of access to private pension plans to align it to the
retirement age of the public system

13. Improve fee structures to better align the incentives of providers and
members

14. Improve financial knowledge around retirement income

15. Improve coherence of the pension system.
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Return
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Low Risk
Low Return

T High Risk
Higher Potential Return

Risk / Standard Deviation
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FAAFO 2lA3 Z20]2(1900 ~ 2005H)

12

10

Risk premium (% per year)

SOURCE: Based on Dimson, Elroy et al., “The Worldwide Equity Premium: A Smaller Puzzle” in Handbook of the Equity Risk Premium, Rajnish Mehra, ed.,
Amsterdam: Elsevier, 2007.
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Estimated number of negative annual returns

over any 20-year period

Risk label
1 Very low
2 Low
3 Low to medium
4 Medium
5 Mediumn to high
6 High
7 Very high

Xl & : Australian Retirement Trust S Lj| 0| X|

Less than 0.5
0.5to less than 1
1toless than 2
2 toless than 3
3tolessthan 4
4to less than 6

6 or greater
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KOSPI Index
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Ol ch Ol 2 & &8 £ TOF2025 | —4.92% 5.92% 14.13% 3.74% 8.00% 12.83%
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Mental Accounting

Richard Thaler (1985)

Hole EXpAS 27| Ci2 SXo2
NE CiHE[X] e ApAZO 2 SlA g

Hele 2t XpAHRO| Che A0l 3t =g
+2 JER|7| /0, ZtZbojl Th2 2H| OJA}
232 oA &,

separated consumption decisions
- particular goal &
particular attitude toward risk

33

MENTAL ACCOUNTING

PIVIDING LUP
MoNEYX IN
MOUR. READ

o €

312



MVT & BPT

= MVTE =2|H/A8H9l tool -> But £XI2EE 12{s1X| 22

Mean-Variance Portfolio Theory Behavioral Portfolio Theory
Investors consider the portfolio as a whole. They want to be on Investors divide their portfolios into mental accounting layers
the mean—variance efficient frontier. or a portfolio pyramid, whereby each layer is associated with a

particular goal and a particular attitude toward risk.

Retirement

= Harry
Markowitz(1952) 34

=  Shefrin & Statman(2000)



Das, et al. 2010 - Mental Accounting Port. Theory

Mental Accounting®| [HE subportfolio® optimizationO|, BPTS| &£

Salst 7S HQAZ AL MVT7|ZECE2LE §2X0l0| H=El

I MVT BPT

many for each mental

efficient frontier single
accounts

standard deviation j probability of failing to

risk

distribution

I
I
I
I
I
of return : reach the goals
I t of | '
: [ a set of layers in
portfolio el : portfolio pyramid
) k k. I ----------- r -------------
risk seeking |
attitude I excluded : included
I
asymmetric | :
return : excluded I included
I
|
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Goal based Investing

4 F XA} N SHEAZ N O Subportfolio & N
H R XA Subportfolio Threshold / Prob.(%)

= Specify investor’s goals & priorities &
- Subportfolio® FAt =& F&=(Time

Horizon, Desired Threshold Return,

Investor’'s Goals &

Desired Threshold Amount Priorities
- Subportfolio 22 52t F0 (consumption model)

(Threshold E-40f| Aijg &&= altX|
5 8)



Goal based Investing

Focus on Achieving the Retirement Income Goal

Dynamic portfolio strategy cuts off excess upside possibilities to
improve the chances of achieving the Desired Income target.

Lower Desired
Constraint Income Target

Frequency

< Next-Generation DC

/ [ I « Traditional DC

i 1
1 1

Income in Retirement trativ ,

X2 : Merton(2014)
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Robo Advisor

= Robo AdvisorZt?

v a8 XS NS5t 040 BXt LEZE|RE HE[S5t=
v & EEO0EHO|ME= AFES[ 7R Sl0| 22eleE =S
v d2X& A8t 1M 55 dEE 4

v AFH €152 M85 FX ZEZE(QE MHE

v/ I7HO| TEEDQE XHEOR XXH

v EX & M(investing complrxity)Ofl CH-S
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Robo Advisor

= Robo Advisor &%
v’ Private Banking Service CHH| X &t H|-&
v AN =X £ 7ts

S84 Melo 5=

Mass 11 ZH0f| Ciot HZ 20|
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v
v
v
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= Human Advisor A

v" Warm body effect
v EXIX} 18
v o E el Higt 70 B2

v ZQl He
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Robo Advisor

= Robo Advisor =g

v EYTIL0IM HEX Ol AL SAZO| St
v" Hybrid advisor models
v Use of robos by human advisers

v MH|AQ| CHY3l / E=}F: Spendown decision, Annutization decision
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