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How Households Evolve after Retirement?
: the Effects of Retirement on the Consumption,
Wealth, and Portfolio Choice

With baby-boomers which consist of 14.6% in a population in Korea
approaching retirement and the fast progress of aging, the issue of
retirement is becoming a topic of increasing concern. From 2010, the
baby-boomers(1955~1963) started to retire their major jobs so the
preparedness of these households to finance consumption during
retirement is a really big concern for the society in Korea. Many people
believe that the impact of the baby-boomers retirement on our society
and economy will be enormous since the rational household may
adjust their economic behaviors such as consumption, wealth
accumulation, and the portfolio choice. However, the serious academic
research on this issue has been done a little due to the lack of
appropriate dataset in Korea.

Here we analyze the household’s economic behaviors such as
consumption, asset holding, and portfolio change before and after the
retirement of the head in households using the household panel data
although the time span is relative short for this kind of research. Here
we aim to provide some implications for the financial market and the
policy related to the retirement and aging in Korea. Specifically we use
KRelS(Korean Retirement and Income Study) and KLoSA(Korean
Longitudinal Study of Ageing) which are the major panel data for the
retirement study in Korea to find out how the household economically

evolve after the retirement in the respect of their consumption, asset



holding and portfolio changes applying the panel data method not the
cross sectional comparison. The most previous studies would do the
simple descriptive analysis of retirement issues using the cross
sectional data, which only can provide the indirect implications for the
impact of retirement for the financial market since events of the
retirement would not happen to the same households when we use
this type of data. When we use the panel data which collect the same
households information as time goes by we are able to analyze the
same households behaviors change after the retirement and get the
more accurate implications for the industry and the market as well as
the policy makers.

Below are the summary of our findings using the panel data to
analyze the household’s consumption changes after the retirement in
Korea.

Firstly, total consumption expenditure changes after the retirement
were not statistically significant. According to the life cycle/permanent
income hypothesis(LCPIH), if households are rational and foresighted,
then their consumption should not change upon expectedly retiring.
Contrary to this hypothesis, however, some empirical investigations
have concluded that household consumption falls at the time of
retirement, even when retirement is expected. This fall in consumption
at retirement is referred to as the "retirement-consumption puzzle" and
has led to researchers to call into question the standard rational
expectations life cycle model. Our empirical findings appears to partly
support the LCPIH.

Secondly, comparing the changes of consumption items before and

after the retirement, it shows that the results are item specific,



especially, decreases in food and educational expenses would
statistically significant although medical expenses seem to be
increased after their retirements. However, when we control the
households heterogeneity and retirement is well foresighted, this kind
of change would not be statistically significant.

Thirdly, when we use the synthetic long-time panel to analyse the
long-run impact of retirement on the households consumption, it
seems to be decreased as the period of retirement is getting longer.
Since the time span of the panel data is relatively short(less than 5
years) to analyse the long run impact we constructed the synthetic
panel data and the results imply that the short run and long run
impacts of the retirement would be different.

Fourthly, we investigate how the retiring households sensitively
react the income change in the respect of the consumption. Most of
middle and old aged households are very sensitive to income changes,
which imply that there might be liquidity constraints in these
households. Base on the theory of the liquidity constraint hypothesis
and using the related empirical model, we investigate whether the
retirement would strengthen this constraint and the empirical results
show that the retirement appears not to affect the excess sensitivity of
these households. However, when we diversify the households into
the income level, the poor households seems to be somewhat sensitive
to the income change after the retirement.

Compared to the studies on the consumption change after the
retirement, there would be a relatively few studies on the retirement
impact on the asset holdings and the portfolio choice in Korea. Using

the similar empirical strategy we investigate the Korean households



wealth accumulation and portfolio behaviors. Belows are the major
findings.

Firstly, we investigate the impact of retirements on the inequality.
Based on the Gini index, we find that the distribution of the
households which are already retired would be worse than the
distributions of not-retired households in Korea. When we analyze this
using the sub category of the assets, we find that the distribution of the
financial asset would be worse than the other assets.

Secondly, similarly to the results of the consumption changes in the
previous chapters, there seems to be no significant changes in the level
of asset holdings after the retirement. It is somewhat different to the
prediction of the LCPIH. However, the long run results support this
prediction so we argue that the long run and short run effect would be
somewhat different. More rigorous work can be done when we get the
more longer time span panel data set.

Based on the several surveys about the people’s conception on the
retirement and aging, we find that the people’s concern on the
retirement and aging is getting serious compared to the other OECD
countries and this kinds of uncertainty of the aging and retirement life
seem to affect the economic behaviors of the households, especially,
portfolio choice. Our final empirical findings show that health risk
would affect the portfolio choice, which causes the households hold

less risky asset in their asset portfolio composition.
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(B T—-1) Ad 2EHH 34 2E[0H
= 7 |CHOAH(A) =4 2E[HH(B) A—B
=0 79.1 60.0 19.1
QE 82.4 62.0 20.4
b= 78.1 65.8 12.3
il 79.1 62.5 16.6
OECD H+ 78.9 63.2 16.3
F 24 cHane sAag AN Al olulg
A} &: OECD, Society at a Glance 20009,
OECD01D o) W=t HAIGE o= gF S-2uahe] RIat&-2 14.6%
2 22 oy, kR0ES e g I e] At Rlatg-2 45.1%
2 OECD & 11 459,
O Tf% HjolH|RmFo] 242 2E= Qg o]el o] AjHos =2
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(# -2) 65M| Ol Xt nRisk= o=
= = oSt | MHIA | BE
2009 |100| 41.4 | 2.0 | 5.7 |40.3| 44 | 02 | 17| 09 |25]| 1.0
TAl |100| 424 | 27 | 6.7 |36.9| 47 | 02 | 20| 07 | 27| 09
Fo]& (100| 39.3 | 0.6 | 35 [473] 38 | 02 [ 10| 1.2 |20 1.1
65~69A] [100| 43.8 | 3.8 | 0.9 |34.9| 3.1 02 | 26| 09 [30] 08
70~79A |100| 40.6 | 1.3 | 5.2 |425| 4.5 02 | 1.4] 08 |22 1.2
80A| o4 100| 37.6 | 0.1 | 4.1 [46.8| 7.4 - 0.1] 1.2 |20 08
EAw[100] 43.6 | 1.1 | 3.7 |37.9] 95 | 0.1 |07 | 1.3 |12 1.0

AL & 5A174(2009), TAFS] ZAHEAL.

(N=1,200 / 22 %)
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W $-Euel Zlo] Eelo] AA e/t FB(FS, vi$- 25kl st
H] 88 43 7%= 2008 OECD Fat 70.4%0f E4 v]2]#] Fal= Aoz 1
Ehd
O 2008 OECD 3=t W9 32 AZA el 7} oF & alctal A zbsl H)
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A0 79 717} 48%, 39.5%F OECD H-< EX 31313t
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(# I-3) OECD =7te| F&& AZMEN7t ASsICtn Frtst Hig
(9] %)
. 2003 2008
- MA | =R | oKt HAl | G | Okt
o 841 | 83.6 | 845 | (2004) | 849 | 844 | 8.3 | (2007)
QArEFo} - - - 755 | 77.8 | 73.4 | (2006)
7] 762 | 79.1 | 73.6 | (2001) | 76.7 | 79.5 | 74.3
Fftct 88.2 | 8.3 | 87.1 88.1 | 834 | 87.8
2 - - - . - -
A= 62.2 66.4 58.5 | (2002) | 68.2 73.4 63.3
5lhel= 77.9 | 79.5 76.4 | (2000) | 79.4 81.6 77.3 | (2005)
s 665 | 66.0 | 66,9 677 | 67.7 | 67.8
ZA 75.6 | 78.6 | 727 | (2004) | 72.4 | 749 | 70.1
=Y 72.6 | 75.9 | 69.4 64.7 | 66.4 | 63.0
g A - - - 76.4 - -
3718 45.0 | 50.3 | 40.3 - - -
ofol&HL | 78,7 | 821 75.1 | (2004) | 80.6 | 824 | 788
olda:= | 865 | 845 | 88.0 84.4 | 857 | 832
olgtg]o} | 59.8 | 65.0 | 55.0 63.4 | 67.6 | 59.5
U 38.7 | 40.9 36.7 | (2004) | 32.7 34.7 30.9 | (2007)
Sh= 456 | 50.7 | 41.3 | (2001) | 43.7 | 48.0 39.5
EdR=g | 725 | 751 | 70.0 745 | 761 | 72.8 | (2007)
I 66.2 | 70.8 | 629 | (2002) | 655 | 66.9 | 64.2 | (2006)
yda= | 774 | 811 73.9 80.6 | 828 | 784
FAME | 89.6 | 89.4 | 89.8 890.7 | 89.6 | 89.8 | (2007)
w=290] | 799 | 83.0 | 77.0 | (2002) | 80.0 | 82.0 | 78.0
EUE 53.2 | 506.3 51.0 | (2004) | 57.7 61.2 54.6
z=E7 - - 40,0 | 45.7 | 34.6 | (20006)
&=2dlzlol | 344 | 395 | 30.6 31.1 | 34.4 | 285
2H|9] 68.3 | 73.2 63.5 69.8 74.8 64.9 | (2009)
294l 745 | 78.8 70.4 75.9 78.9 73.0 | (2007)
AQA 85.8 | 87.8 84.0 | (2002) | 86.7 88.2 85.4 | (2007)
g 7] 55.0 | 62.0 | 49.0 668 | 742 | 62.4 | (2007)
= 745 | 74.7 74.3 76.0 76.0 76.0
u| = 887 | 897 | 87.8 880 | 889 | 87.2
B (26) | 705 | 73.2 | 68.1 71.1 | 73.4 | 69.0

A3 BAEZE(2011).



A TM 2012-5

e, 5 - AR AR A3 Eelo] kA A7l s u)-$ 7]

L 28 Holakar St B]5-2 2006 37.7%, 20084 34.4%2 LERLFAL Q1L
O
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TR AZAEN 2006 2008
o F2 3.5 3.0
=49 34.2 31.4
HE 31.3 36.1
L 24,3 24,1
o9 LHE 0.8 5.4
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(B -5) B ASXe| AzAS XS

(TH): %)
g 3 HFAS A A HH| F2AS
= CHAIE CHAIE CHAIE
e 421 - 421
A 33.9 23.0 56.9
e 38.7 40.1 78.8
3= 30.8 39.2 70.0
OECD H++ 45.7 227 08.4

Z}&: OECD, OECD Pensions at a Glance 2009,
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# I-7) 2 DHEXL 7HAIS] KA
it S= 2006 2008
=F8AAE 0.20 0.18
H]F-§ 24 0.80 0.82
A}E: KLoSA, ZF WU
At S5 M| 2005 2007 2009
A E2}AE 0.78 0.75 0.78 0.80
=5AAE 0.17 0.18 0.17 0.16
7 EFAFAE 0.05 0.07 0.05 0.04
AFE: KRelS, 2 A=,
O KRelS A7 E T34 Z 0|8} |53t A& &2l 4= A= A=A

M2 33k o] £AFATYA W] X

Bh= H| 52 20061 10%0]| 4] 2008 of|+= ThAs 3F2F3E 6% = e
(# I-8) L2t & - X} 7ol 28 Rttty

e 2006 2008
e D 23o= 0.77 0.79
A& A= 0.09 0.11
FA/BA/FFEHE 0.01 0.02
A 0.00 0.00
13 0.10 0.06
# 0.01 0.00
7)€k 0.02 0.02

A} = KLoSA, ZH A&,
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(B V1) 28 MRCESE)

(91 %)
N | =Xt O4xt
A7/ e 42,9 43.2 428
- =3} 13.8 15.2 13.1
- A3 29.1 28.0 29.7
%%{;‘2/ 19.9 35.6 11.0
S22 =Y 13.7 10.3 15.7
AT/ EA/Eo} 15.5 3.7 22.1
7HA o/ o1 7} 0.0 0.6 5.7

71 2.0 0.6 2.7

3HA 100.0 100.0 100.0

ZF KRelS 321 = AF&,

v, 2APAE EARRE S wF A 6] o ol wmgagh] vy o
de) AEe ZEHL S,

0 & Aol A Holals w2k wqlo] B o] F0] AL ofu]si, 24



Seppio] Aujstel £A

e F AT ZAAAE] ThaFet Al PAEIal EAo] whE AA A 8

A Uz 252 9l Aeln Byv|Eom Ha gauet 44 AZu

O el e o) Was N2 M YYTY] BF dAo] oy
of ¥l3h o gl Bastehu o145y 99
g7} o go] Basheha Q4.

0 W3, Aol £ YFREA B9 wFARL o Bashka SE

AR A7) of A=A r=Thal S HE AP S EA =Yg FH]
oARE AHHEYA 109 5 oF 74 FLrt =] FH|E AR 5HA] X
Sl Ql= Ao = FARE,
(B V-2) ZAHAXIC] ENE L SMEH| FH|0{E
(2912 %)
= ZH[5tka Act ZH[5kn QUX| pict
e o 40.1 59.9
o] 25.9 74.1
50tf o] s} 432 56.8
B 60tH 33.3 66.7
70t} 21,5 78.5
80tj o] Af 12.2 87.8
5} 13.1 86.9
Bt 23.1 76.9
B Zsta 34.9 65.1
nEskw 443 55.7
o shal o] 4 65.8 34,2
A L2A} 43.6 56.4
HAZH v AT L2} 39.6 60,4
] F J &} 23.9 76.1
A 31.8 68.2

2} E: KRelS 32 = YA}2.



AHETM 2012-5

olo
™

[~
0

O

B

.
file)

i

O A 2AFh

A o] gzl A oby 7t

AFFE L 6820607 S-2La)

]_

o]
pal

ol

)

wjr

U=
| g,

Lo HAGeo] 9lo]
Ho] A5 uto]

=

=S

s

[e)

R

SHA]

0]

i

[

171°]

B
NE dazeast AdEes u

KR

]

H

3

3f 65.8%7} =%

2t

S

o1 olApe] makez}o] 790

Njnl
o
Tor

T

SERICRIEREE

ohal gt

]

o

al

—_
o

]
&y

~O
N

i S22 A7,

I

b1

°

o}

=

e

= .
=

-

R

B KRelSo|| Al

N
%

ol

A

=

5

@ 71&00 AH-EI "

=

HE

&3
3

olm, @ @A A7 F=2t )

Q1 Brlgetol ek B

==
- 5
A&

Bl (self-rated health)S F= A}

Aol A
AN
— Idler and Benyamini(1997)+= 534 A

=
sl

@)



Sepivol Aulgel 2

i hl
O FUH AL AW FAS msk WA} vle o] A4l o
T BAA oS B 5 9] el B3] F - WP AFAE of
e L Rt
3

O KRelsol A 34 A7 “TI5he] AA 2 AZAEE @A) o grkn 47}
SHAIUZ e Ao thatel ‘1 w9 £2) 9fch, 2. B4 4L Holtk, 3,
WEolth 4 £& Holth, 5. il Frke] 54 Hwa 2,

)
0 o2 HWE o] El de] Agoli xpale] Azshtka Q14
H o] 40,40 A75kA) QFckal QAISHE Hlg 34.4%e] ]3] AehA o

&A

O ZEFE pro] B AR A9 A7sHA] ohrhar Q145h= Bl
(UR-9- 2] oFch + £2] oF2 Holtho| 61,3%21 ¥ H|2E|2e] 7 - 5
H|-&0] 31.2%%E F Zpo| & Ho|al 9l
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(B V-3) Fx ALY

ag | MUEEN | 2ERES | g weont | LES | soiead
AR 10.5 33.0 24.9 27.2 4.3
A 8.9 25.5 25.2 34.6 5.8
oz} 11.7 38.5 24.7 21.9 3.2
2E7} 20.2 411 20.0 16.8 1.9
H| - E| 2} 3.8 27.5 28.4 34.5 5.9

Z}E: KRelS 32FE & RAMALE,

2. QEPIRY AH|X|Z 5%

7t BMRlE ° e

(@)

7+

I

H ol A= KRelS 1~32PA %= 2AH2005~20099) ALEE o]-&3to] 2E o
w2 7HA| A A& 2] HelkE 2451+
O & Ao 759 SES ATt ez 5H3E.
— 78] SE7F 7HAlOl vl Al Rk e] 241, &
TR HuEe 9t Wol 7Ho] SEE Qg Tt &5 - &
H] 3} f£A40] Ao ® 7H5sl7] Wlmd(QHEH - HSE 2004).
— 79 Ao A oY FHITELY T Ee Althet BAY
o] & skl ZHAIE AAA AL Sl= AN IR R L s
AR7F oy el 7HA] -l tet AR Algskal 24
ArerE ofm|9t
O & AoA = 7HAAH A& Hiet SEanE Hot JestA ahetstr] 9
sto] AR S F5510 U 7H] S5 159 A e E vl
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X
o

I~

A
®
m

B A F - 317 740 L8 AT SN S WSS A ok
o] 7h 7o) Aol 7o) AAIFR, 28 F A) ARYES 720

O KRels AFgof|A] 7ht52o] S8 Aol gzt & Edl2 2F o7
7 1SS AR A ol 39} o] 2AP} XIS
O 53] KRelS 137} 2A7|7E § A&H 02 SF o dito] Saat 7H+
(7487} WHS th A0 & Ab i A} A 7HE wbof| w2 2E 7o) 4>
A 87HA = 24
— 2 Hol Ao A HleETHA SETHRR et 7hre ¥
37t gl 71234 ) dd SERC vl 2 E 2 AR s
= 8%E UEH.
— SHE 7HEEY] dRE00.8%) SEFETE ALH R fAE Tt
TFEOIH 1ol A 37 2AHS ARHA W ZE oA 252 v 7h

E.2 3190 =&t

(F W-4) 2EML SHS EUf2 3 2870l 29t biE 0|

= 2005 2007 2009 |

= 750 1,300 1,510 3,560

H| 2] 2698 368 78 3,144

A7) 3,448 1,668 1588 6,704
25 21.8 77.9 95.1 53.1

H| 2 E] 78.2 22.1 4.9 46.9
27| (%) 100 100 100 100




(# V-5) AlZhofl & Y 79

cepimol aujsteh = [N

of 2&| el Hat 7

=] 2005 2007 2009 PISIES TAH|
1 25| 25| 2E| 455 60.8
2 H| 2§ 25 2.F] 148 19.8
3 H| 2 E] H| -2 E| 25 76 10.2
4 H|- 25| H| 2-E] H| 25| 9 1.2
5 25| H| -2 E| 2E| 38 5.1
6 25 25| H| 25| 9 1.2
7 H| 2] 25 H| 2 E] 1.2
8 2| H]-2-E| ]2 0.5
2 - - 748 100.0

1) 2E| = JHAIAH|XIEHS}

2N 5 3

o
x
N
4

71T 2] ) Blme} HlF-L oot 28
0 HA| % - LA AT 5 vl Lol A 2w Bk 7Hs 12,300] S

(B V-6) 2EIYEIS| Ha} 717 14|

B2 F uAE ol Wabt 2410 F

epg

SEHHSH 7 %
B 1,724 123
e He) §le 12,146 86.7
ZE|—H 2 E 137 1.0
14,007 100.0

4ee Bof2 FUbre] enleuet ol ¥ 8 slek,
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(Hurd and Rohwedder 2003; Hurst 2008).

o8 3 X Fo] BALOR Fo5 F7K snjulEe mAolH o
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2) HEUE 2E&| WS JHAIAHIXIEHS}

SE9|E TESLI EAlske] 2 Elo] Ak Qs wlo|u)

B 74~97A10]2L o]F tiFF 1289 dlgst= A7} woju) R
A tH(1955~1963E) 9.

EfY
rE

S, BE Q) 7he] Al 28 A% SAA0R elulst A2
a7} el gt glo] ] ol e Aol
O AujuEEE AwEy WARN FHE dolulu Ael 2
(58~63A) 7He] 79 L8 o] 5 ML RH|Y| F7t FAH O
u]akA Leht ol o] Sush wAieh d 5 mielzn] A %o

g 7HsAdel Al71E.
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£Q,
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-
w
do Mz e
do

o

AHH]EE X E3p0|E A EE Hou]RH At Q] sod] 7itE Tl 2

<H Z& W Au7E FAZH LR FoSHA FAastal o 9] a2 b

o] A AR SR FooHA] ¢ FEL R LE.

O A 40~50Th &f AfuL5H] FEFO 2 QI3 5ol W e Aot o
SE A7) n5H] Fee) ek 4
3 (buffer) &S Y81l e A2 F49

O offf oA Hi= vie} go] F - AY oA ] R HE 2
5 A5 Au[AE Heke] 2Zfo7F 4] 2 AR LEREAL H]o]n|H
Al oF o2 Al ef 2] thE HEE HolAl e A 22 UEhd,

O oo} e A¥= BRAIY - A+ 2(2010)9] HolH] At 5742 #2413
Ao A AHFEE A thE A™H tiy] Solxo] A=A
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cepimol aujzteh 24 [N

(B -8) T 5| HME AH[HSHEIE)
o | Al | g | mms | BB EH ) D | e
1 -10.4* -0.1 7.6 10.6 -12 47.9* 22.8 -129**
2 -39 .40 | 31,2 -5.0 1.8 2.2 90.2* 8.3 -61.8*
3 -24.0% -21.8** 0.3 0.1 4.2 8.7 2.5 -11.8
4 -0.4 -8.9 2.1 -0.8 -1.4 13.8 17.9 4.2
5 -1.5 4.3 3.1 2.4 -3.1 -0.8 21.4%* 26.0

Z211) F10%, 5% 1% %74]14 L owE el
2) 12-9)= 40~57A], 24-9]= 58~03A], 38-2= 64~68A], 44-2]<= 69~73A], 59l+= 74~97A.

3) TPio] AS I X 2O 28 MS IPAHIXIE wEt

HAS] 25RIER L8 AT v AE] W BIE A R7] 918 13

A} 24} 712 B B AMAFLEOR 17O A5 st ofo] uf

o 252589 AFoR TR,

O 4:5o] At wfet sk 4 QlOT R LS 7|Eo] ohd Bk
A

=
-
2 AT 0|5 UFY YYLEOE 1NFdt0] 17 AEFFES

= o]
o,
(B V-9) ASEYY BRAS
GERE )
ASE9] B=R| e
1 2,771 4,474
2 2,769 9,679
3 2,770 17,536
4 2,771 29,252
5 2,767 64,156
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