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FEE= [FRS 172 HiAIE ofIAolc}. IFRS 172 HHRANE A7PHOo R Hriskes glof
et HAkY] vE dg5ES 1T T Aot o] Fasi A¥olct
[FRS 17041 ERlgo] At AF5E] ARV, da582 B4 4 554 &4
S utgsfof gtk YaS Aol w2 dtohE BERAS] B4 wrget
A mEju|d 9 IRl 279} olof] TATH BERA ] fE4 Zejvd 2 ERle
A 283 e Zejvd 2 SR80 7|ITR Aeg ATEA o Stk

BRIl it 5543 ZEjn|dS o] YaliE HA BERA] f-5-dols 7ol
S oJujsi=x] AwWE =avt ek IFRS 179 BC194(EFAF B)olrs “B3A
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AR5/ (market liquidity)®] 7I\d o2 ® 11 Qlrh. 3 IFRS 179] B79(AIFAF ¥4)
oM “HAR= EPARIC] TS| Mol Aokl FAIE o] H7| Hofl= SRa
AF o Qek =L shod, AgEER-54(funding liquidity)2] 72 Ha1 gtk
[FRS 17°14= B3 AP T 7-573 Zejn]S A8ste 2& 876k dorug,
AloEo] opd Bt ARl HFFEA] -5 ]S AREshAl ARE 4= k.

HEEA H7hE 9 delE Aol A4l (bottom-up approach)@} st
FA2)(top-down approach) & 7FA7F Qltt. Ag@FAlaEAl2 EodaelE FAof &
&4 NS Yol 4kEshs WHolal, SRFAMAIE IFREEED Qreference
portfolio)®] 42lE0llA A4t B3 EF5F9| AlolE 2ol AH4ke] 418 AR 2A
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(Liability Adequacy Test; LAT) 7+g0l &3l Aktsl7] wiso] S-8-28e] R4 &
o850l WA=l Aokl & 4= Uk st LAT 782 ARkt 9k 1R(E6-5
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Il. IFRS 170}2] HALINLI}

%2 Building Block ¥l RERA 7} U] 712] 24 84.9] SA/d0 2 ATt
3L Agsigion, IFRS 179k EARAE ol daoEt AloRAH|A mhrle] oA
olZtal AL Uk ST, o|PAFTELS VTS E, IS AR 9 9F
24 FEo = F4H o] Aotal Isto] A= 7]E2] Building Block ®413 5Ugt 7}
dolear weE

A g L2420 olPAF S E(fulfillment cash flow) vlHiEZ-RE2] A7oIA
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BYA R Ao AfjEl= ARHEQ] Akt tE R-a/dS UERAL QloH, HY
A= HPAIF BAE S5 Alof| o]gt A RtGaliA TS S 5ok gttt 554
T]u]Y(liquidity premium)= SFA} AFAEe] F319} Flo]A(duration)ol] W=t A}

o]7} 9lom, oS gt | ofA= AFFAA T} slgFARFAlS ARkl Q.
3) YI8XH(Risk Adjustment)

AL vEFTSE 5799 B0l tiet ti7 k2 A EEAE REA RS o] 3
St7] 918l 875k EARIH IFRS 17014 201049 37073} thEA] g2
Zgofetar Qlek. IFRS 17004 AARAS vl 7= BE55Y] STt Al
710] gt BeFAAS 745k Ao tisle] BRI @8k BAY (e 37)0]gka A
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U BE ST 7S ARSSIGS 790t SUtt Auks ARESH ok AlEleE
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HAA ko = RE] dAYSk= m|fo|ol WA S| o]l o® XS] ¢7] 913t 24
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Akl FEAfsl= At FYstEE F913 ojAkg= FRIGHT. &, f13o]
Azt gt BAHtime value of money)to] $H18:-9] @47} Hck. YIst dFsEQ
35 A YA AP O de gl 7RIS TR e EET B Hrisk, o
£ =2 IWIEE Yepdth 913S vhget =2 Rlek 7|3Hgoleal & 4= Q1L df
g Apito] ofyzt FUet Y9S 7 vE SgAttel disl FAIGE B o e
FolEo] ARIEo] dArt. SRR 712 119 - 1422 9] TAIE 7R, 17149 9
A FAEA] e AAA ol dEA oy, T 192 Tt 189 ¥
7 3 o] WA= A A7 Aras A 20k $4HS2 olFo] Atk IFRS 179
A AESHL e e/ HIA 2 fIFo= AT AR 94' AHE] 71
7o Y PIA= Ao=E dEA Qlch

A4o] -5/d(asset liquidity)olzt AF4te] 71R]of] Gk wIX|A] ol wizkS Fof &
FSOoE HA e = = A=E I T E52 7HY fs
Atolut afl&gat T2 AR HIREA AMtolztal o 4= Il
2 glo] g o fA AeE 4 Q= viREA S
A= A3 754 AR 7171 Wotof sh, o] 7HA] B7IA e dler U
Eh=dl, olAo] 544 Z2|v]A(liquidity premium)elth. f-&/gdo] At 7HX719]
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F971 717 E% AR HlREA AP Y] FE2 5 fE EA H e &
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F-29] Whgo] IFRS 179 $1827(risk adjustment)°]™, IFRS 179149] o|Fd55+
(fulfillment cash flow)& F2AEZEE9 l(discount)d Fol JAZA(risk
adjustment)= Tok= 02 dEt o3t FolA Ak} BAQ A7 1A] Bk
5] FLL Al o= Frie 4 Qivkes A= & = QAL IFRS 172 9] @A
B71oIA AFAARE 718818, HEAAlE FAE B¢ vo= A= o e ARE
7 9 15742 EelE0] Htgsto] BAE Eolal, RA] A F7E8%10] B Hlm
SIS IR o8 BAE 50I=S Sh= Aotk

A7 EAFY] HlgsAd S48 AR A el A
(“policyholder perspective”)ollA A&st3ATE. o= B792} BC193 9 SiAtof|A| Args}
U= Solvency 1T 5oIM 2] 5744 ZE|n]d] = £4] 5ofl Ftshe sfaolth sHA|
1HFRS 172] BC194+= #-57d Z2jv|d 3-89 ZAR "HAks 2 Hl-8=2 AESHA] &
e BARAE IAY (KEERARIA) S81E 4 flon g Hlg-5Ao|th AL 5o,
BIRAY wjZof| 4 9] vl3-54(“tradeability perspective’)< ©JoF7] 3}al = FH o0&
Holok Aokt oA 9] f-548E AR e85 d(funding liquidity) -FARE 7id
o]l i 9] F5AL2 AR5 (market liquidity)@ FARE id o2 & 4= Qltt.
SHARE AR 2] HEREAE At e Aol gl B 7R A 710l A
SHA] eFethe 545 7HA 75789 710l ofgtzol v ERt A S 7EA] 7}
o} F-84d ZeEju|de] gigolal= A°] IFRS 17, Solvency II & - AlRFE HA 2
g7} o]Hof| o]0zl Aol gl7]ofl IFRS 17004 Wok= EAFA2] Hl5-5-d<2] <ol
tigt =2to] = A= HRItHClark and Mitchell, 2012).

SIARIES] IFRS17 #dAEMilliman, 2017; KPMG, 2017; PWC, 2017)2 thi
i AR WolA HeAeR HlR-5/dE Astal Utk SHARE oA AwE diE
IFRS 172 E3AIF] vl7-54] E4S AL B B79)2 EAAF TH(BC194)0014 7]
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2. H3Hi Q=M Da|0|Yo| AHAH

[FRS 17-& EoAF] Hl-54] £/ EAF FAg71ol vtgskes 74 dle
of §54 ZEnds HIdok= RS S8skal 1 AL WA HisiA
B78~B850lA1 AIA|E}. 3 o]of] thsf IFRS 17 BEEE7 BC193~BC196014 <F
2+e] 7l =l AAJoh=d], thaat E.

BC193% BCl194ode  “FofdAide  wizt E7Fs%t  AHiHnon-tradable
investment)¥} 1 APARS APAROA] wjZ}E 4= Ql= 24(embedded option to sell the
investmentyZ E-78 Axt 2l 1 AgshaA “HEAR= AFT BlE A& §lo] EEA
okS wjZ¥et 4= §l7] wWiEoll(because the entity cannot sell or put the contract
liability without significant cost) EEFA &4 A] &1L ujz} E71s3H ARAke] 4=
9]l&(return on the underlying non-tradable investment)¥} Zoto} it} 31 A5}
3L QI o]’ 714 9] WEEE EDU Staff PaperollAl= AR 02 7]1&5A] gtd
U-8-=0(th. IASB= Y354 JA|RE {5/ 8= Y5k HRol et At
A2 AlSshs 242 RS Sl 482 R OM(BC195), 578 L=
T2 AFslle olgE 4= Qlrke QFojdd diste] Bdrks f54 28S 4
(i) 5790 &L 97 Ado] 7|25t HlR-5A4 Zejn]ge XA | =5 245k 4
FATAOIL (i) FFREEEZZ] L 7|direlo] 7|Zsto] HARA o] 2/ekstA] ek 34x(cll:
AP A8RIRDE AASH ] sl 25k slRFAA 5 st 28 o= v
HOIHBC196).
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BT Sh9] ARZIAIE B o Q= 79 oAkee] EARAY 54
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Z7o] H=t|, o]& IXEEEF] Q(reference portfolio)2hal SH}. o749 HEXEE
E7) 9= EAZEET Q(replicating portfolio)2k= thE /g oz Bot B85= AR E
EZY R+ A d5550] &5 AT TR+ IAITE IREIL FARE £4
< 7PAA Aagte] 24o] QR AEET] Qojof Jithal A4 gl

A7) Aol -5 Zeju|dS BAY] R E|n|d o g ARGRt= A2 A7) A
Akt BAjo] 5524 E4Jo] Atk 781, ol et Apikrt FAf 7he] mix]7} =l
< 7AFolRt 7Fset 202 @A og Y hs/do] ul-g- Rt SNt o]jt WAL
AR TE Solvency U ICSOA 2] B3 #8574 28041 W T
AT} B AolA= TFRS 17, MCEVYF 22 337K W78 Zf= ste W
Solvency II, ICS & 7%/835]A|2] At H7} Ao 2] 7574 Zeju]d 542 v %
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Solvency 119] % Directiveoli= £A42] &Rl&ol -5/ Zen|H-E %85
51-8=|%] ettt 2007~2009E =-8-9171 717 SRt BlR-54 A4ke] AXE| e} F55)
R, o|= Qlsto] HHAL A4k F771A|7} steetitt. ¥, FAfe] Eelecl= fs
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oA Arget HARAC] vIREA FZH0E {5 Zeju]}lo] w2 Al7]of Ak A
2P| 9ot 1, Hlf-54 A W] BRE 54 ZEnde eolom dS 4
Uo LT AT {5 QS A8 e A2 EFES QAo FAEEQIAL, 20119
QIS5oIA Hx= 7578 ZEjv|do] STt QIS5ollx= HEA IR 570 =
th= Aol 2jtste], AR WAl (bucketing) 02 FAIE E57oto], 7Fd vlf-52Q1 2
A= 100%, B2 75%, 50%, 7V FE52 Flle 0%2 578 ZE||gS vhgeles
Skaith 20134 Z7gRtellAl= BAE B4 Al 7] s e R85/ ZEjud 71
717F &%t F7 7578 ZEjn|dS A85he A 5185k= A71HS ZEjn|A(counter
cyclical premium) 4] Esk=t, ol= A5AY] B3}t AR 3-89 8old &
< 2RI 7ol | Ao = Helrh

6710l A7) s Ak 48] 7R, 5719 5oiA B7 e 7HESE Al
7l 287189 37184 (procyclicality) F-8917] 0% Basel?] 7Hgolx= A
o] H3IH ARIe 2, A7|thg Zeju] Q] =AU HAA] 9 SAVE A 54 &
2u| ERlo g QIR AR fHto] 7] sit|of] Al AFTEE Y o7 A
7] ffsf FAS] ERls s8Rtk Zidol=ial & 4= k. 20139 7189 QIS59lA
o] §-5/d ZEjn|dET 25 T HAR] Qb Zojet AHRE B o HE3]A|19] &
Ao Hfgt arnle] Ate Hl.

IFRS 179] 542 AFA| o[- GANA] A kS SAH] Yetil= B BHEE Als
5171 913t A2 FAf] 7S dufu FeelA BrkskerbE T bRl Bh, =
SA19] A9 HAAR] P S 11 BAFI. of= TAIS(2017)0ME SR1E 4= U=
g, IAIS= gRl20l| QloiA FLdolke B0 tigh 242 a9 Zev|d 3771kt
B 5 TP S0l WE AibEsol offh A2 MEdE A A5 tE] fiet
Zol=kaL FAISIaL it o9t o] -5 Zeju]d Hok= Q1% AMITIA| Wt AT
SAIA A A LSS 2I51] Solvency 119] A9 20149 7HQMRE, FA9] F-54
zZeju]Qfo] thet 24 0= FAjet uiAo] B AHte] -5 mejn| S S FAfe] &l
o A-83l=S ok= % Y (matching adjustment) F= IFXHXEE QO] a4 T

2P HA| FAfjof| H-85k= M 2 (volatility adjustment) 5185kl ltt.



1. A=

£ d7e R WESAE(IRRY =ES 8l feiuet 3t A EESA
20139%F 2016W7H] 44 52t9] EaR&dt a9 e AdEHE 944
H7KLAT) @555} LAT B7F Al ARSE A SHla= ARSI
SRS 58 ZejubE ol flel =LA, gRESA W SRS EECIE
(spot ratesy= ARESIET], BERA 422185 AH42lEN vl=l™(mirroring) & W
o= ol AHEY W *O‘E(yleld-to maturity)= ARESIITEY) E3 @ESEY H
BAH B WHgslr] flsl BERAe} 2ok SIARES] Falol oS ui A
o} 2 Aol FRESAHE AR ol thet 2tk ARESA = BRI 7
g =A%t 5AT AA7ISAIE A8 whzoll At 4189 AL E. I-ol=
Stal 97174 SU3t FREFH9] ojfpgo] A oA R & $EE Hols A2
A f5739] Alol= & 4= Q7] whioll, RSt 1A 9] FEOIRE ApolE /54
AHER A 4= = Aotk 1D A= BBB- o9 A8 535S dilo s 5199
T Y AR BEES EANFoR siglth wegh HEES] vl 19~209E(1d, 2
W, 34, 54, 74, 104, 154, 208)°] st
B oiqro] B4 7|71 20109 3¥RE 201749 129714 9471Lole). B4 717k
2010¢ 395E AA3 o= 109 ¥] FREZHCIEAEAH10-6)7F 20109 39
239U Ago= PG| Wizolh o, BRI =052 2013WHH 2016W7H]
435 dPdo s APk LAT F55 At REFA 008 Aas 3t PRI}
25 AFRerct 7 AEY] FEoIRET v E B SR X120 Ak
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|
I
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9) oll, WlES ARt o= WlEC] EERA g3 Zo] IRR 7idel”]
fzoleh
10) odf FalolA effective duration(( V., =V, 4,)/2V, Ay, Ay : S| AR =¢] & 2] W3}
< ool

11) o4 T f54 AEE S54 Teulgie oEm, Q014 ot 89l 41§
Q95 W A8 G54 89S oljaic AAE e AR A
12) 3P A4 o1 BP FUAAASE A83HALT, o= A185F BBB- ol A
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BERA] F9, BPAT o] FF AFS PAT 5 ghe vIEH SHo] 24
SHoE J1EAE F918 AT 24 ASH FEEC), TN BaAke] ulg

4 B4& 24519 IFRS 17 €982 A& = ot AEstaL Axkbottom-up

TEETF 540 SYL Hgsks HERAe] o BIRRIS ST Bat ck

o1% 9P LAT BFEE /I¥I5te] HHRA olES that 2ol Stk AR
29 W/1e] AL BFGY BN WAV RIS WL QIR Z, [RRS B
2 S8 stk 4] ()2 WEehe YR RRS HHAKE Y3alH 2 1)
BHAR] ol 7ok 7518 At AASIE 4 ()& B3] 78 RRE B

WA Solgw B 4 9k

=0 (0

A AT dE FeREdd FERdde LAT Fe5F 7o s 4SS o] LAT ¥
7P oo Ear o] R oot ofF Hsh] A3l AR Erlee GAE B
R 5] 0 A ] @R dles Holtt 92l7F ARSshe HERA9] IRRE 1=
7H AR A 139~ 169)2] LAT 78l 28l Altsl7] wizell 5-8-9de] ZawAl &
o500 WAEo] ATl & = et st EERA F5580] '138~'16' LAT
7goll w2t Ak-8<rl o] 7[Htslo] 4HEE7] miEelt. ERF Hagols HaA] 4k
91go] YA o7 HiElo] AAEu R RS0 A8 E HARA Fgsgol WA
Ejof QIHaL Holok & o[t
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1]

©

oF BA] QY vpAAlo R Agsto] AZIE TS e R AMEE SRRl 1t
7] 370 olsh Ad, ARAE, T, FAREAY, evids=A, vide
109 =2t A, FRN 52 Al2j= At
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I AFrAe] S AR shs Hdsdle 97 S okl 9 Helago
gt #m So] EghE o] o HARA £ES w8 dF TUEY Blus] s
Ae F849E fle BHddaa vy FE2e AAD a7t k1Y) olE #3f 20161
o AYEJAS] IFRS 17 EFFA F RA BES 34510 & BlE2 Sa-rddolA Akt
2719 0|9} o] He| AT vy FE2 24shd 4] (1)9] Be-rUde] o5
of A} AA7] wzell 2R IRRE AAA E.

ez & AFolAs APgOlA AiEE of2] At FolM fa/del w2 A 7]
22 310 Y] iV|eolEe HERAS] A8 vlEFstaAt et A HARA
FUET 7HE & WiAE s WA ES Hole s 55= Hok, diF 5= s Rt
7|5l 2 f8Ad ZEM|dE S01aL, olFAl =Rt R-5d ZEv]de HARA
o] f84 Zejnjd ez 7k Zlo]

=i 3t APEFSIAL] 20135 E] 201697H4] 44 1] EF-RET FFRUS
2 R AT @59552 ARSSTo] 13t BeRA] 0l 2ike (& DI gk HY
FA9] RR2 EE|AT3E 29t 2] Ao, I 3o APEAsAR] HARA
IRR2 47 Bt 4.06%= 4= A 0H, 220 55 Haske FAIE Eolal 3ot

L

(Table 1) IRR of insurance contracts

This table reports the internal rate of return on insurance contracts obtained using
LAT cash flows consisting of cash inflows and outflows. We used data for three years
from 2013 to 2016 for three major life insurance companies in Korea.

2013 2014 2015 2016 Average
IRR 4.57 4.25 3.83 3.58 4.06

Data: estimates given by three largest domestic insurance companies.

13) 8485 sAECl: 7t 9 A} vpo] widElo] QlHal & 4+ loHe HYRA &
01?-:01]*1 Heelad WS AR

14) 27 QIS I 7]—r—i S35 RAGES 0]4@5@1 201695 7|50 = RAZO| BER
Xﬁoﬂ/ﬁ AAJskE WSS Alsiden I HIE2 3%= FEE ‘;}

15) =7} o2t ﬁ/\}ﬂu AHEsEe AAO]IL HARA FlEs AXRE B 3419 Al
552 AAAC]Y] ol Al8-fiel diet Zeju]do] &3 O‘X]OW“ BARE Ao
URE PP 18 IA] & ACR Hel.
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oAl S8 EAFA AEY S wAES vIEFs] A5 3R] EERA ] 7

Holie 2ARE Ak, BHRAY Falo| 4 344 B oF 158(14~17W) 0= Lkt
o wepd BERAe s @ESE WAAES] B4 25 919 Wt 15U

S E= AR SRS BIAL o g AAsialon, Bl olEo] ofd 559 3
AR 40183} 7174 & A=A S 8] 998 (G 2)9) o] 53 drEE S u
7122015 (yield to maturity) 78] BlwslGIch AL A WGl EL - S
v 9 W ES 7 Awnitt 4k sto] FH513iH:

(Table 2) Corporate bond's yield to maturity
This table reports the yield to maturity of the 15-year corporate bonds by grade and

year. The corporate bonds' yield to maturity is calculated by arithmetic average for
each year.

2013 2014 2015 2016 Average

Public AAA 3.65 3.60 2.73 2.21 3.05
issue AA+ 4.11 4.02 3.12 2.62 3.47
AA 4.55 4.48 3.59 311 3.93

AA- 4.99 4.92 4.05 3.60 4.39

A+ 5.41 5.40 4.54 4.09 4.86

A 5.86 5.86 5.01 4.50 5.31

A- 6.31 6.33 5.48 4.97 5.77

BBB+ 7.76 7.85 7.02 6.58 7.30

BBB 8.85 8.93 8.10 7.67 8.39

BBB- 10.37 10.53 9.71 9.23 9.96

Private AAA 4.04 4.01 3.15 2.62 3.45
issue AA+ 4.23 4.22 3.37 2.92 3.69
AA 4.74 4.75 3.90 3.45 4.21

AA- 5.23 5.25 4.41 3.96 4.71

A+ 5.82 5.84 5.00 4.56 5.30

A 6.30 6.31 5.47 5.03 5.78

A- 6.85 6.82 5.97 5.53 6.29

BBB+ 8.56 8.58 7.75 7.27 8.04

BBB 9.84 9.85 9.02 8.54 9.31

BBB- 11.31 11.32 10.49 10.06 10.79
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41855 AAAYIA BBB-7H] sARE Foi(1~10)3kL FAE(YTM= A855 54t
of wjgsio] Hpslsiol Akl A, TE SAQ] F-2ofl= 3.3(AA ~ AA- Alo]o] 3
D), A SAEIY] B0l 2.7(AA+ ~ AA Alolo]l SR ARTEQIch ES AR

s & o, 3% SAQ] A AA+ ~ AA- SE(TET AA) AL BERA £
B0 7HF fARRE 018 725 BYS & & Qltk wEbA] B SARS] B9 BERA
FOET} 7P A WiX)7E Bl 552 AAR B Flo] 3A £t glo] Belck wiAjniE
£ IE Al AR A6k =H 418-550] 3 @1 notch) A EollE RS U
O] ALE Hofdt B9et (& 2)0llA FRIT 4= et & AFollA: FRAPE] A=t
AEAPGO] AmHTh U A1g)/do] OB R AFRHTH= 31 SAE B R 9] Hx|n}
71 tH/\c]-_E/k}oLocq AASEE HE ]a]r—ﬂ q]x]—__g o} 1:}

3. H38x =AM I2|0|2(LP)o| &£X

H A= 9= nu|d 24 O E Fama and French(1993) 2891 2§& &+

A5t oA, BT, FAD(2016)9] RS A8l 0AlE 52016 BRES
A AnY=E G54 A E(liquidity facton)Z F7Ft] -84 8.910] = SIARY] 429
E AT ] ou] Qi AT 9R1U-S Bt

oJu] AgYALo A g5 F5=o](Driessen, 2005; Longstaff et al., 2005; Chen et
al., 2007; De Jong and Driessen, 2012 %), 77} 22 3AAIQ} =4 719] oA
AnF o= A ZHu|de B2 F54 ZEdE WEE o] Qlrk o2t A
Fama and French(1993) 2891 2@9| DEF+= &/ 891°] 23 ZoH, m2hA
F54 AALIQ)T 754 20 AAT 5 A8820(CREDIT)O & B3/} 715
S}e}.10)
o|e} #Hsto] Longstaff et al.(2005) vl= FHEZAHI RefcorpZF =412t A1-8-9
oAM= Zpol7t glar @A] FadolAut el 7 Q7] whizoll 7919 olxke=A ¥ 24
sitkal AE5k 9137, Montfort and Renne(2014)9} Schwarz(2015) & G =4

16) DEF = %7] S5 o4& - A7) 7919 o4& = (7] S ol - 4] Ans
A o) + (47] HRBFA oL - 7] ¥ oRHR) = CREDIT +LIQ.
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APFOl -5/ ABEA AREFA AT =S ARSI 9loH, @A 5201602

A An =g g-gsto] =) JEAPES] -84 Zejn|ds &3t HE Qleh
CREDITZ} LIQ+= B F& A=A dFs & A2 W= EE JHARY &

E291 954 29lo] AlAH AHu &4 99l(orthogonal net credit factor; CRD)

2 FE317] Yol Al(3) F-83AHCieslak and Povala, 2015).17)

R, — Rf,t =a;+ 5z‘,term TERM, + 5z‘,crd CRD, + ﬁi,liqL[Qt +ep, )

CRD, = DEF,—a— [ « LIQ, , ®3)

A71A Ry= 7T 4A85wE A 1 9] olAka(spot rates), Ry SRR 19 F
717} &L HLA o|Rkg, TERME 77| AmeEgA 7](1049) =34 ox ket
H71(1d) =324 o|Zke 212 o], DEFE747] S ZEE Q9] oA&x 7] =
T3 o]Zkg 7+9] Apol(gross credit factor), LIQE F-578 AHEEA F7] FRESHY
ojZ&} A7| A oA 7t AJo], CRD+= 573 820l S A =< 4l
€ QR10=2A A(3)S ol&sto] 9t gk 27 yehdich. 7] Sk ZEEF Q9] o]
A& A8aE TE A of e AP CE 3o, 11 %0 7IsAl= T
78BP S A|0] 4185w Al7F IS ARSI

olojA A(2)F E3ll FHE HEHAlrEo] FIHACE A $o0F AT A0
1A= S E7] 5l Fama and MacBeth(1973) W< AMESIIH. 4 24 59
717t9] AA=E ol-8sto] HEREE ot oH, JtHolx S 4= = Adel ot
£ BAF H(bias) EAIE 45| 91l Fama and MacBeth o & 24H #&
QA ARESISIT18) FFTAIA AEFlES HERY} Rt oR Y WAE 2=
Aoz 7HgRit. T8y & AolA= 2l(4)2F o] HER] A
ALg-sto] HERe] HA g do] A E AXE o] nlX|= JFS TA st

d

i
ook
ftfo
. [
¥
L
ol
Jot
)
>
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17) o] A% 488213 35481210 S+ FEE 48931104 AAsI glou=z A&
%lo] &kt kA 9= 7Hs/do] Sl

18) Petersen(2009)}2 Z+ 7199 & b 719 Aol &Ask= H9o Fama and
MacBeth(1973) ¥Ho] BEQALE 7ot 24g Whole} stk



R, — Rf,t = Yo.0 T Vi, Brermii -1+ V2,t ﬂCHD,i.t* 173, /BL[Q,i,t* 1

2 2 2
TV BTER]I/[,i,tf 15,4 BORDﬁi,tf 11 Y, ¢ BL[Q,i,tf 1y (4)

A] (44 AR TS kel SiRAe 25t~  RE 7k TS 244

2 7] "} 0|2 WFsie] A= 4, o] S0l AuH|o} HA A 939l Helelo] THA|
£ yehdct AIAIR A8 (systematic risk)o] =2 B2 +£UE ATH =7} AAof 5

], o Y1Ea<lo] FRoIHH SAZH R [OIgt K+ AGgkS 7FACF gt 49|
& AnY| =9} Her 7o vl /o] ks Afolle Huli-g ol 79t 42 A3A
Zghol] el 3tk 19)

(3t 3)-2 20104 3¥7H 2017 12¢€7H] 9471 E7te] AmE ol-8slo] 745t &
AA 53 A9 B 854 TElu|A(LP)Q] v, Aol TR 4018 AT
o} ¥ LPE BHoi5 ek WA LP HI5-E thao] IS AA Z&2EHAT & 4] ()
ok 4] (3)0l] 9fsl] SR 4015 A =0 7t 9 Rlo] et HIERES 5%t S
E2 A @l st Artes S0k, - AP 8”lo] digt 2la3 meju] S Het
o} g Foto] Fatoict. 19 o LP HIS2 954 Zeju|do] AA| 2jlAd Zan|
Aol A AR|sH= HIFS 79k Zolth. % LPE o|ZA 75t LP HI50] aig Ade] A
AnHEE Folo] L3kth o2 Sof, T AA AR 109 9] LP HIE-E 0.4591H],
oj7]o] AA SIAIAIS] AR AnH =91 1.08%S F3 ol 2F LP g 0.48%2 AFEH 7
olct.

T R] 208 ARESACTIRAEE A 20119 490 A LPE|gloH,
297 714 AQstaL v7)7F 109 sk SAR|S] WS g B A%go]7] of
ol 159 1719t 20 ¥17] A@50lE AwE Aol LPHISS E&oh= 21 AlF]
do] "Wold & Qlt}. Iole Etokal ARAFZAE(K-ICS, Insurance Capital
Standard) =Y ZW} HAEHF 2799 H7HLAT) 7R g<tellA Haix) =00 ]
£ 7|7t H%5%7|(Last Liquid Point; LLP)E 2092 AAISHL A= FL AR5l 15

ta

o

19) A& S0l R,—R;,=0,+%0° olgfd, 4018 Andgsel weg 7o) 7]87):
Nt 2725i§ ‘_fLél'r’]'
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¥ w719k 204 W7o] ofet LPE AT Bado] Ik Aztslo] thgt g % 71
e AR e

(13D 710l sigshs 109 LP HIS2 SLoH 2-8(E5Le LP HIS 7HY)
(29D 10149] LPE EL5MA| 28542 LP 3t 7H)

(E 3)9] 154 7719}F 204 719 digh 2F L= (19D2 712z 2gsigi=t, (2
D9} B 1097H4] LP7t S715he i whshA] 2 {49t ofyzt LPE A87Fd 7}
5780l 71 dzeltt. &Y 45 =Wl SIAEA APelM 108e 23stke 71 SIAA
o] gt oY H|Fo] F7ISIAL 7] SIARS] AE A= =7t wobd el F71 &
A& F8l 2lo] B asitt

TE AA 5 IS 5 = 749 WIES Al9fskaz0 19 vERE
209 W7 AFSthe e Holal JIti14d: 12bp, 21d: 17bp, 34E: 25bp, 54
30bp, 74: 18bp, 10: 48bp, 154: 67bp, 20: 75bp).

(Table 3) Liquidity premium of AA-rated corporate bonds

This table reports the ratio of liquidity premium (LP), the yield spreads observed in the
market, and the final LP of AA-rated corporate bonds. They are estimated using the
spot interest rates from March 2010 to December 2017.

1Y 2Y 3Y 5Y 7Y 10Y 15Y 20Y
LP portion 045 | 0.73 | 0.73 0.70 | 0.27 | 0.45 0.45 | 0.45
Yield spread%) | 0.26 0.23 0.34 0.43 0.65 1.08 1.49 1.67
LP(%) 0.12 0.17 0.25 0.30 0.18 0.48 0.67 0.75

5097F AFEEASE 954 =YL 53bp, 60W7E AReE St 5 TEju|de
50bpZ AKX o]+ LPE tloto] 5t Af| oJARE FA1T} LPE TolA] 2 4]
oJARE AL Smith-Wilson(2001) o & 7kzt 243t the, Zkzbo) g 135

20) 79E =A9] FS 7HE0] Q&=+ ST AREA] EFEHA| *0} f54e] tE 7]
ZHeo] g U‘Ol ZolA] 7Ldg LP7} T2 7|7HE0] v]g] ¥ &2 H]lth
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504 Ei 195 G0E7HA] BROIXIE0] ASHEGS Talo] T ZhS ATt Zo]
o}, 504.& FRIRH: S0 24 wvlolehs Hollk Tesor, G0¥e K-ICS(@olx
Mz e} 438k Alol7] whEe] ejstoich

V. 822

Aol BERA 554 Lendr} AQES Yol WS AlRtelL &

HFAlo] oJsf o]5ol| thet FHXE AkEolltt. BARA 9] 582 Al T T v
P2 oA AHoJg &= 9=t IFRS 170141 HEARER o2 f54 ZEu|Y
H-gohe A 875k gkong AofHo] ofd HwtZ|Ql HYRA] f-5/4d Zen]
.%A]- ko) O]TL]-
HAEA 715 913t SRl Aol A4 (bottom-up approach)} st
FAA(top-down approach) F 7HA17F UAIRE 2 Aol A= AFRFATARE ARSI
£, RR] f9 EPIAP ARIE AR 02 ARRFAALS ARSSLL QS
ofzt ARFARA]o] Zid 2 o= retslal ARA o g : A-8517]7F 47] WlZolH

2 ATE BERAC f54 ZEju|dS =&k 98] IFRS 17 21 369 (b)oll whzt

Aol A A= Y-S 385k, TFRS 17 BC196 ()0l wet f-54d0] a1 S-%t
Al 71zste]” HAAONA A= S olEZRE B0 f57d Zen]
A2 =SS

AT vlR-54 ST 7P FARE 387952 ek flol B A nddw
S5 R EAS Ytk 9E & EEALY] @R @719 ALt E5R
AN A7t FAE LA Tt HESIE(RR)S AFESH.0H, 2olE AMdolA] B
A2} 7MY FARE AR S5 vlEH(mirroring)sll & 23}, AA 559 S SRR
7} 7P mix7t & B 2 sl

2 A= SRR f-5d Zeju|dS 595k W 2= Fama-French 2821 29

= AT A1 - 7T HAE(2016)2] WHES 283 AFESAE A9 A

_[\I
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oe
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829 Aojie SYLsHE fa/dolAet Aot W] migo] BRESA & =4 4
5| ARIE Sl F57d ARE 7Y 5 2 o] F ARSI SEE W EE S
o] &g ZEn|de ARSI 883, S5 AA 53 M9 7 ZEjvd>
79 =S APl 19 W EHE 209 WS/ FE5] Athe Bae Hol1
JoH(14: 12bp ~ 20\: 75bp), TE== =419 7 17191 5087H4] A3t
573 ZEu]d2 53bpE FHEH A

K-1ICSY #874d Z2u¥2 Solvency II 7[E(RHt ZEET Q0L I Az 0
65%) O = AREE7| wizo] o AtAT} Bt @2 f2o] F Ao F o). SR
27t 243 §-54 T} AR1E-2 IFRS 17004 Wok= “ARlEo] BAF &
w25 ARV, da550 B4 9 544 542 Whdsfor stk "= d2lel A
o] FHEIE B o} T4 AR 7P & Rste] AP WiEel AdE =

I AARIA 28 = e FEH] dijto] 2 = U2 o= 7.
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Abstract

This study aims to suggest a method to estimate the illiquidity premium and
the discount rate for the insurance liability and provide their estimates based
on it.

To identify a financial instrument whose characteristic of illiquidity is most
similar to that of the insurance liability, we calculate the internal rate of
return (IRR) of the insurance liability which reflects the characteristics of the
cash flows and the illiquidity characteristics of the insurance liability, using
the data of the three largest life insurance companies in Korea. When we
mirror the IRRs of the insurance liability with the yields-to-maturity of
corporate bonds, we find that AA-rated corporate bonds match the most with
the insurance liability in case of publicly issued bonds.

As a methodology to estimate the liquidity premium of corporate bonds, we
apply the methodology of Oh et al. (2016) which extends Fama-French two
factor model. The results show that the liquidity premium of public AA-rated
corporate bonds increases steadily from one-year maturity bonds (12 bp) to
twenty-year maturity bonds (75 bp) except seven-year maturity bonds. The
average liquidity premium is estimated to be 53 bp, when extending the
maturity up to fifty years which is the longest maturity of government bonds
observed in Korea. The discount rates for the insurance liability can be
calculated if the estimated liquidity premium is added to the risk-free yield
curve.

We expect that the estimated discount rate and the liquidity premium for
the insurance liability can be used by the regulatory body and the
practitioners of the industry, since it is not only estimated based on the

principle of IFRS 17, specifying “the discount rates should reflect the time



o 28T H29H M3E

value of money, the characteristics of the cash flows and the liquidity
characteristics of the insurance contracts”, but also it reflects the Korean

circumstances the best.

% Key words: TFRS 17, insurance liability, liquidity premium, discount rate,

term structure
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