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GMxB and Charges in Korean Variable Annuities Market

In Korea, rapid aging is taking place, and IFRS17 is in the process of
assessing the fair value of guaranteed liabilities, As a result, variable
annuities(VAs) are a useful line of business both because they appeal to
consummers who are afraid of asset exhaustion risk and because they can help
diversify portfolios that have large negative interest spread exposure for life
insurers,

This report examines the type and level of guaranteed benefits of VAs
currently sold in Korea, the related risk control devices and the status of
receipt of business expenses, and provides implications for risk management
and product design.

As of the end of May 2017, 18 of the 25 life insurance companies in Korea
are selling variable annuities, and 36 variable annuity products are being sold,
All of VAs have GMDB but GMIB has not yet been introduced, GMDB usually
guarantee 100% return of premium. However, to strengthen GMDB, there are
four products that provide the step-up return of premium, and there is one
products that provide the rachet return of premium,

Among the 36 VAs, 26 VAs guarantee GMAB as default or optionally,
Among them, 22 VAs are rolled up or steped up so that their benefit amount is
above the return of premium. Recently, variable annuity products have been
differentiated into enhanced guaranteed type and non-guaranteed type.
Policyholder of VAs with GMWB and GMLB can usually choose between
withdraw benefit in separated account or fixed annuity in general account in
their VAs' maturity.

As a result of comparing the method of imposing the US VAs' expense to



that of Korea, it is concluded that it is necessary to introduce a system to apply
the surrender charge for each of the premiums paid to insurer respectively in
order to recover the competitiveness of the variable annuity. In order to
guarantee the choice of consumers and sales channel workers, it is necessary
to set up various types of expense receipt method and collection of fee
payment systems for VAs,

In order for the VAs to maintain its trust of customer in the future, it is
necessary to manage the minimum guarantee risk positively, and to further
align the interests of the insurer, the insured and the sales channel, VAs with
GMWB or GLWB are a financial products that are suitable for consumers who

may live for old age more than 30 years after retirement,
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1. HNEIYAdeL By WA
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= Bgulazaet g glAa wESKExposure)S TSIOIE 2|AT7}F THASHA] oR=
o e HEAIfRkEo] 2 ol Qlof SAloll HEE o188l al 3] wizolth,

APE|I2aTE REAYsE] S HEER] S7HC HEd(HEEY 7
ez e ), HESClE 7Ho] A, 3l T AuE 5] solEaAlol o

3k 7h4ol aster, AR 71 212 913k ol o] Glovt ol (Projection)

o, 8742 24 Aol o] ’ajo] o] gk A AR 2A Al
APE7HA 0] FAEA] e vilg- SEAQ) AR VIl R sh7] wizell HAkA B
= Wsh= Ao] Basitt, Ty Aol BlaF SR Al At EER| 2T}
71402 2 UEAE7] diZol Aol WAl HEds e et Jloh
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