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o P Holal Slth. YBEHAS] FAFA WIFL 200999] 1.28%C14 20174
6.80%7A] S7ISI90Lt. (1™ 1) IHLg Fslo] A Hsh FAIE HojFal gt
Hart(1965)1= A E AN} -4 A7]5ol 1ga=2e S5z FARRtol7] tlize] 5
ATAR AL G A FsiA) FA0] B2 FARE SHA eferal Sl o
24 Hart(1965)9] 5742 =il A EdAols A8H4 ek & 5 Atk

FAEA GG HolF fd BE BH, BIYAY FAFA FHL 20099 1,239
JelolA 20149 7,601 S AAsshe HgolH, 20174 98T 71
8,111 0= Al A9 FAFA} IS Ho|L §lrt. EojEAN YA
3fof B, oj2fh @/ YR ol F3sHA| Herd. SR 20004 83594
o] FAFA 57 20179 76190 R AR R, AP EF2 20099 40014
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o ol (1" 2)5 BT SRIT 5= k. FAEA FAG ARF R TRE HY
AFER AR 1 DA = mR A2, g EAte] AR Fojo] 2lstA &

2 BEg I 4 Utk

(Table 1) Equity Investment in the Korean Insurance Sector8)

This table reports equity investment of insurance companies by year from 2009 to
September 2017 in Korea. Statistics are based on data from the end of each year,
except for 2017, when based on data from the end of September. Panel A and B report
the portion and amount of equities in the investment portfolio of the insurance
industry, respectively. Panel C and D provide the portion and amount of equity
investment in the domestic and foreign life insurance, domestic full-line non-life, and
domestic mono-line non-life sectors.

Year | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017
Panel A : portion of equity investment(unit:%)

Insurance 2.58|  3.19| 4.32] 3.36| 3.57| 3.15| 2.80| 3.91| 4.85
Total

Life 128 085| 459 3.90| 3.68| 295 3.62| 569 686
Insurance

Non-ife |\ 506l 51| 307| 214 336 362| 137| 112| 126
Insurance

Panel B : amount of equity investment(unit:million Korean won, KRW)

Insurance

Total 123,918 231,647 413,371 536,406 604,365 (760,198 586,553 |688,850 {811,148

8) S 8U=Y FREAPEAIATY AT 2w 20179 99Y 702 AAstaL Sl
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Life
Insurance

40,400

31,854

246,781

432,284

404,223

495,126

481,832

611,541

734,987

Non-life
Insurance

83,518

199,793

166,590

104,122

200,142

265,072

104,721

77,309

76,161

Panel C : portion of

equity investment, detailed(unit:%)

Domestic
Life
Insurance

1.42

0.99

4.46

4.12

3.98

3.13

4.08

7.06

Foreign
Life
Insurance

0.30

0.49

5.55

2.05

0.95

0.06

0.00

0.00

Domestic
Full-line
Non-life

5.24

6.32

3.62

2.09

3.22

3.80

1.37

1.06

1.05

Domestic
Mono-line
Non-life

4.71

3.07

6.82

2.48

4.55

2.51

1.38

1.33

2.19

Panel D : amount of equity investme

nt, detail

ed(unit:million Korean won

, KRW)

Domestic
Life
Insurance

39,219

26,431

209,919

408,136

394,078

494,522

481,832

611,541

734,987

Foreign
Life
Insurance

1,181

5,423

36,862

24,148

10,145

604

Domestic
Full-line
Non-life

62,518

180,629

135,128

90,414

170,555

239,492

82,922

56,482

51,698

Domestic
Mono-line
Non-life

21,000

19,164

31,462

13,708

29,587

25,580

21,799

20,827

24,463

Source: Financial Statistics Information System, Financial Supervisory Service



(16 EREELEREIR

(Figure 1) Proportion of Equity Investment in the Insurance Industry

The figure shows the yearly portion of equity investment in the insurance industry in
Korea from 2009 to 2017. The graphs are based on data from the end of each year,
except for 2017, when based on data from the end of September.
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(Figure 2) Proportion of Equity Investment in Detailed Insurance Sectors

The figure shows the yearly portion of equity investment in detailed insurance sectors:
domestic life, foreign life, domestic full-line non ljfe, and doemstic mono-line
non-life insurance sector. The graphs are based on data from the end of each year,
except for 2017, when based on data from the end of September.
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(Figure 3) Amount of Equity Investment in the Insurance Industry

The figure shows the yearly amount of equity investment in the insurance industry in
Korea from 2009 to 2017. The graphs are based on data from the end of each year,
except for 2017, when based on data from the end of September. Monetary numbers
are in million Korean won(KRW).
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(Table 2) Stock Characteristics

This table presents the means of key characteristics of stocks from January 2009 to
September 2017. Panel A reports summary statistics of stocks in the market, and
Panel B reports those of stocks held by insurance investors.

Trading | Trading

Obs lquegge;iﬁ:)% Price Nur;ber volume | volume | Spread | Volatility
: i 0 0
KRW) (KRW) o (1000 | (million (%) (%)

shares) | KRW)

Panel A: Stocks traded by all investors
All 6,175,314 5,820| 25,611 2,252 497 3,714 0.85 491
KOSPI 2,750,341 11,700| 46,729| 2,514 441 5,712 0.87 4.18
KOSDAQ | 3,322,292 1,123 8,651| 2,104 558 2,175 0.67 5.48

KONEX 102,681 320| 8,728 6 2 16 9.09 6.31
Panel B: Stocks traded by insurance investors
All 1,242,320 25,427| 71,899 | 5,269 432 12,688 0.38 3.90

KOSPI 923,376 32,624 | 86,766| 5,577 452| 14,882| 0.38 3.63
KOSDAQ | 318,944 4,589| 28,859| 4.377 372| 6,337| 0.38 4.69

3. o=
7t BEEARY AL SEAAE

Kamesaka et al.(2003)2 57t vieg iz tiegiS Z75t0] $7F 52K weekly
net investment flow)gk= g =51t £ dAtollA= olE &85t g i
N 4 ol 7gE AR8sto 23 dY £EX{daily net investment flow, ©]5}
NIF &= 7H9-& ARESITE ol floto] 200598 2017E7HA] 1397 U] 414
oA BAFAAS] A wieg iy} tiegdS SO EN U] NIFARE A=
St} wWieg e BRI 4o it AdgHo] FAolH, MeagHe B
AFARPF E4 Lol v =2t Ao Atk NIF A #= LE ipgdlin} v =g

o] Aol % vjulEolo® o] A&t TS AL ofefel 2k

9) SE AoH(2015, 2016)9F &3t €] 391(2008) 5= NIF A #2] 7HdS 240 A
&3l At
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Return; ; = o; + p; o + XNy + B NIF, , + B,* Spread, , + B5™ Volatility; ,
+ B,% Return, , 5 + B3:*Ln (Mkt Cap), , + Bs*Ln (Price),,
+ B;* D(Ins Buy), ;* Ins Buy Ratio, , + Bs* D(Ins Sell), ,* Ins Sell Ratio, ,
+e

(4] 5

Spread; ; = o, + p;  + N+ By NIF, , + 3y Return, , + B5™ Volatility; ,
+ B, Return, , 5 + B5*Ln (Mkt Cap), , + B¢*Ln (Price), ,
+ B8:* D(Ins Buy); ,* Ins Buy Ratio, , + Bs* D(InsSell),; ,* Ins Sell Ratio, ;
+ o€

(4 6)

Volatilty, ; = a; + p; ; + Ny + By NIE, , + 3,* Sprd, , + B5* Return,
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FARALS] vl of o, REFAR: YT 386552 7oA Y Aldd S5
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(Table 3) Trading Participation Rates of Insurance Investors

This table presents the intensity of transactions conducted by insurance investors.
Panel A reports the participation of insurance investors at the market level, showing
the proportion of the numbers of stocks traded by insurance investors divided by the
total number of stocks in the market. Panel B reports the amount and portion of stock
transactions conducted by insurance investors at the stock level. The portion of Panel
B is calculated by averaging the portion of stock transactions conducted by insurance



24

investors for each stock.

HS8%T H29¥ M32

Panel A : Trading participation of insurance investors at the market level

Al KOSPI KOSDAQ
Num of Traded Portion|Num of Traded Portion|Num of Traded Portion
stocks stocks (%, | stocks stocks (%, A/B| stocks stocks (%, A/B
(A) (B) AB)| (A (B) ) (A) (B) )

f;?f;r 3,219 3,219 3.219
Mean 386 1,886 20.27 287 854 33.51 99 1,032 944
Std. 130 89 146.07 90 18 500.0 46 80 57.50
Max 924 2,120 44.25 748 884 86.67 262 1,251 24.04
95% 613 2,066 31.26 432 878 50.71 183 1,208 16.68
Q3 462 1,908 23.86 326 867 3791 134 1,046 12.41
Median 359 1,885 19.06 274 859 31.50 87 1,018 8.60
Q1 303 1,851 16.30 239 847 28.01 62 997  6.21
5% 205 1,730 11.63 162 818 19.56 40 909  4.21
Min 94 1,698  5.44 71 810 8.61 20 886  2.21
Panel B : Trading participation of insurance investors at the stock level

Transaction Portion Transaction Portion | Transaction  Portion

amount (%) amount (%) amount (%)

ljfmiocks 2,228 945 1,283
Mean 208,325,717  3.7031 335,570,110  3.9362| 114,603,229 3.5314
Std. 567,958,369  4.0877 842,420,835  4.0128| 130,631,415 4.1352
Max 1400649919 47,6631 |14,066,500,000  35.2450|1.934.266.390  47.6631
95% 809,147,964 11.0344| 1,765,430,000 10.2018| 304,063,463 11.9415
Q3 165,115,652 4.5000 227,196,000  4.8663 | 144,614,437  4.2560
Median 79,691,657  2.7043 71,290,400  3.0553| 84,329,474  2.3282
Q1 33,185,923  1.4356 25,687,900 1.7238| 41,622,276  1.2807
5% 2,332,296 0.0917 1,310,620 0.1718 6,099,493  0.0627
Min 10,350  0.0000 218,871  0.0027 10,350  0.0000
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(Table 4) Stock Characteristics: Comparison between Stocks Traded and
Non-traded by Insurance Investors

This table compares key characteristics between the stocks traded and non-traded by
insurance investors. 7rading’ Y is stocks that insurance investors has traded, and
Trading’ N is stocks that insurance investors has not traded. Dif{Y-T) represents the
difference between these two groups.

Trading | Trading | Market
trading— | Price shares | amount | Cap. | Volatility | Spread |Turnover
days (KRW) | (1000 (mil. | (100mil. (%) (%) (%)
shares) | KRW) KRW)

Panel A: All




yo) 2E8FT H29H HM3E

Trading: N|4,932,994| 13,954 513 1,454 883| 5.1736| 0.9750| 2.0815
Trading: Y|1,242,320| 71,899 432| 12,690| 25,430| 3.9045| 0.3775| 0.9704

Diff (Y-N) -57,945 81| -11,200| -24,500| 1.2691| 0.5975| 1.1111
t-value -367 42 -369 -287 423 616 295
Panel B: KOSPI

Trading: N|1,826,965| 26,493 435 1,077] 1,125| 4.4644| 1.1258| 1.5518
Trading: Y| 923,376 86,766 452] 14,880| 32,620 3.6342| 0.3765| 0.6809
Diff (Y-N) -60,273 -17] -13,800| -31,500| 0.8301| 0.7493| 0.8709
t-value -264 -6 -350 -276 218 505 184
Panel C: KOSDAQ
Trading: N3,003,348| 6,505 578 1,733 755| 5.5694| 0.7050| 2.4732
Trading: Y| 318,944| 28,859 3721  6,337| 4,590| 4.6869| 0.3805| 1.8085
Diff (Y-N) -22,354 206| -4,605| -3,830| 0.8825| 0.3245| 0.6647
t-value -288 85 -153 -244 151 336| 78.28

3. x| Alof| CHgt BAFXIAS] EXPHEF

A AR whE HARARRL] FARERE AwET|o] oA, (& 5)olMe AMER
AFERT HARARAS] NIFA| 2} AP tlE#A|5=127F 3oje AJAlas Bl Av]ojet A3
FE HolEth

A APgell dhigt HHFARAL NIFRF AP A= BAIA L= 2Rt K+ TACIH.
2uofRt A} mofE AJAS BT 1% $EIM SAMCE Fomet g HH
ok f7ISEAEe] HARARRY NIFSF FAW RS, IASAIGS] HAFEARA} NIFSF 52
A B 1% FE0lM SAFCR Foftt 9 w2 Btk /el i g
A Alggre] IAGAPGl tht A AlghEe tha =4 Uehdar Qi

12) KRX Indexi= @4 7158 IAGAE of &y 555 100712 300712 Ak&Est
£ KRX100A52} KRX300A47F A, A $5& xdsl= AR dEXS7t ok
7] fiZe] KOSPIAG9F KOSDAQAILE AIZKed 7540 R 715sto] APdTi A
9] 714 KRX IndexZ A=319ich
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(Table 5) Correlations among Insurance Investors’ NIFs and Market Indexes

This table provides Pearson and Spearman correlations among NIFs of insurance
investors and market indexes. The NIF represents the daily net investment flows. The
KRX index is constructed from the daily KOSPI(KSE) and KOSDAQ(KSQ)
value-weighted return.

Pearson  Index Index Index NIF NIF NIF
Spearman (KRX) (KSE) (KSQ) (KRX) (KSE) (KSQ)

Index . 0.9818 0.8662 0.1597 0.1583 0.0052
(KRX) <.0001 <.0001 £.0001 .0001 0.7678
Index 0.9711 ) 0.7580 0.1626 0.1690 | -0.0402
(KSE) <.0001 <.0001 <.0001 <.0001 0.0226
Index 0.8074 0.6644 ) 0.1141 0.0915 0.1306
(KSQ) <.0001 <.0001 <.0001 <.0001 <.0001

NIF 0.2060 0.2003 0.1573 ) 0.9868 0.2968
(KRX) <.0001 <.0001 <.0001 <.0001 <.0001

NIF 0.2006 0.2066 0.1224 0.9819 ) 0.1569
(KSE) <.0001 <.0001 <.0001 <.0001 <.0001

NIF 0.0289 | -0.0327 | 0.1851 0.2772 0.1287 |
(KSQ) 0.1008 0.0637 £.0001 .0001 {.0001
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(Table 6) Insurance Investors’ Trading and Market Condition

This table shows the results of regression analyses concerning the influence of market
conditions on the trading strategy of insurance investors. The dependent variable is
the NIF(net investment flow) of insurance investors. *
significance at the 5% and 1%, respectively. In model (2), Indext-r indicates the return

and ** indicate statistical

of the market index on day t-7.
10 10

NIF, =g+ Y8, *Index,_ + Y By,  *NIF,_ 46 crivmrinrrinriisrinninns (model2)
=1 =1
Al KOSPI KOSDAQ
Coeff. ‘ t-val Coeff. t-val Coeff. ‘ t-val

Nobs 3,209
Lagl(Index) | -1.6586 -8.00™* -1.7327 -8.20™ -0.9995 -3.20™
Lag2(Index) | -1.0640 -5.13* -1.0577 -5.04** -0.6581 -1.99**
Lag3(Index) | -0.7212 =3.34™ -0.8086 -3.63™* -0.3135 -1.01
Lag4(Index) | -0.4817 -2.43** -0.4345 -2.09** -1.0117 -3.48**
Lag5(Index) | -0.6462 -3.16™ -0.7232 -3.40** 0.4097 +1.36
Lag6(Index) | -0.4119 -1.87 -0.4952 -2.30™* -0.2872 -0.94
Lag7(Index) 0.0954 +0.45 0.0543 +0.25 -0.1678 -0.52
Lag8(ndex) | -0.4266 -2.10* -0.4730 -2.23* -0.3523 -1.14
Lag9(Index) 0.0156 +0.07 -0.0201 -0.09 0.4015 +1.30
LaglO(ndex)| -0.3317 -1.54 -0.3856 -1.76 0.1418 +0.46
Lag1(NIF) 0.2858 +12.68** 0.2885 +12.85** 0.3171 +16.54™*
Lag2(NIF) 0.0486 +2.30* 0.0474 +2.27* 0.0841 +4.25™*
Lag3(NIF) 0.0780 +3.78** 0.0689 +3.32% 0.0497 +2.51*
Lag4(NIF) 0.0362 +1.80 0.0327 +1.61 0.0447 +2.19*
Lag5(NIF) 0.0251 +1.25 0.0357 +1.77 0.0092 +0.46
Lag6(NIF) 0.0761 +3.65™* 0.0714 +3.36™* -0.0040 -0.21
Lag7(NIF) 0.0290 +1.47 0.0211 +1.07 0.0607 +3.04™*
Lag8(NIF) 0.0093 +0.45 0.0096 +0.47 -0.0172 -0.85
Lag9(NIF) -0.0011 -0.06 0.0013 +0.06 0.0300 +1.55
Lag10(NIF) 0.0729 +3.52** 0.0711 +3.48"* -0.0027 -0.15
AdjR-Square 0.2086 0.2006 0.1726

(B 7L (X 6)S AxEZ BAsl0] AR} 19] AGgtke HojsT 9tk AR AR
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(Table 7) Insurance Investors’ Trading and Market Condition : Yearly

This table shows the regression results examining the relation between market
condition and the insurance investors’ NIF(net investment flow) on yearly basis over
the period January 2005 through September 2017. In model (2), Indext-7 indicates the
return of market index on day t-r. This table provides only the coefficient of the
independent variable, Indext-1. * and ** indicate statistical significance at the 5% and

1%, respectively.
10 10

NIF, =g+ Y8y, S Index, + 3By, *NIF,_ 46 oo, (model2)
=1 =1

All KOSPI KOSDAQ
Year Coeff. t-val Coeff. t-val Coeff, t-val
2005 -0.0661 -0.05 -0.6383 -0.50 -0.6574 -0.45
2006 -1.6093 -1.63 -1.7891 -1.72 -0.0483 -0.04
2007 -2.3621 -3.68** -2.4211 -3.91** -1.0918 -0.76
2008 -1.6917 -4.63** -1.6899 -4.55* -0.0250 -0.03
2009 -1.6820 -2.47* -1.5103 -2.17* -0.5835 -0.56
2010 -2.5930 -3.26™ -2.5411 -2.98** -2.2255 -1.71
2011 -1.1829 -2.22* -1.3054 -2.35* -1.6680 -2.09*
2012 -1.1598 -1.40 -1.1864 -1.41 +1.6313 1.22
2013 -2.7131 -1.92* -3.0953 -2.18* -2.9772 -2.54*
2014 -0.8208 -0.75 +0.1885 +0.17 +1.8547 +1.20
2015 0.7633 +0.67 +0.0180 +0.01 +3.4617 +3.05*"
2016 -2.1464 -2.10* -2.4728 -1.99* -0.8561 -0.62
2017 -6.9442 -5.89** -7.3624 -6.36" -0.3695 -0.26
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(Table 8) Insurance Investors’ Trading and Past Stock Returns

This table presents the results of the regression analyses examining the relation
between past stock returns and the insurance investors NIF(net investment flow) at
the stock level over the period January 2005 through September 2017. In Panels A and
B, past 5-day returns are used in models (3) and (4). In Panels C and D, past 10-day
returns are used as in models (3) and (4). * and ** indicate statistical significance at the
5% and 1%, respectively.

NIF,, = o, + p;, + X, + By* Return, ,+ B,* D(PS),; * Return, ;. ;_540)
+ B5¥ D(NG); FRetUTN 1 4 5(10)F €1p weereereereeneieineie i (m odel3)

NIF;, = a,+ p+ N+ B Return, ,+ 8,5 D(PS), * Return, ;1 —sq0) + Bs* D(NG), * Return, ;—y ;— 540
+ B8,*Ln (Mkt Cap), , + B5* Volatility, , + B¢* Spread; ,+ B* MAvg(Price5; ) + Bs* MAvg (Pricel0, )

+ Bo* Foreign Hold, ,+ €, , (modeld)
All KOSPI KOSDAQ
Coeff. | t-val Coeff. t-val Coeff. t-val
Nobs 1,269,983 951,052 318,931
Panel A
Return -0.0112| -2.57* -0.0103 -2.56* -0.0140 -0.87
D(PS)*Return(-1,-5) 0.0001 2.32* 0.0001 2.98** 0.0000 0.58
D(NG)*Return(-1,-5) |-0.2166 18 42 -0.1880| -14.80™* -0.2983 -9.89™*
Adj R-Square 0.0027 0.0024 0.0032
Panel B
Return -0.0074 | -3.14* -0.0070 -3.43** -0.0089 -0.41
D(PS)*Return(-1,-5) 0.0001 0.37 0.0001 0.39 -0.0032 -1.13
D(NG)*Return(-1,-5) |-0.0306 -1.52 0.0333 1.51 -0.2325 -4.85™*
Ln(MktCap) 0.0387 0.33 0.1403 1.01 0.2500 1.04
Volatility 0.5530 | 11.47** 0.7553 12.45** 0.3492 4.18™*
Spead 3.8127| 9.87** 3.7852 8.63™* 3.6409 4.55"
MAvg(PRC_5) -0.2729 -0.16 0.9595 0.52 -6.3164 -1.28
MAvg(PRC_10) 0.2128 0.12 -1.1415 -0.62 6.0367 1.22
ForeignHold 0.0004 0.04 -0.0113 -0.97 0.0272 1.18
Adj R-Square 0.0050 0.0071 0.0050
Panel C
Return -0.0109| -2.56* -0.0101 -2.54* -0.0142 -0.88
D(PS)*Return(-1,-10) | 0.0000 0.26 -0.0001 -1.98* 0.0001 1.87
D(NG)*Return(-1,-10) | -0.1881 00,44 -0.1662| -16.77** -0.2426| -10.07**
Adj R-Square 0.0033 0.0031 0.0033
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Panel D

Return -0.0074| -3.17**| -0.0072 -3.58*|  -0.0095 -0.43
D(PS)*Return(-1,-10) | 0.0001 0.57 0.0001 0.57| -0.0042 -0.70
D(NG)*Return(-1,-10) | -0.0577| -3.21**| -0.0227 -1.16| -0.1660|  -3.82*
Ln(MktCap) 0.0479 0.40 0.1601 1.15 0.2252 0.94
Volatility 0.5491 11.30% 0.7456 12.30™* 0.3552 4.25%
Spread 3.8077| 9.85™* 3.7792 8.61™* 3.6598 4.57%
MAvg(PRC_5) 2.379%4 1.20 2.7319 1.30| -1.6320 -0.29
MAvg(PRC_10) -2.4411| -1.23| -2.9274 -1.39 1.3632 0.24
ForeignHold 0.0008 0.08| -0.0110 -0.94 0.0275 1.19
Adj R-Square 0.0052 0.0071 0.0044
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(Table 9) The Effects of Insurance Investors’ Trading on the Markets!3)

This table presents the effect of insurance investors trading on the return, liquidity,
and volatility of the stock markets. Models 5 to 7 are used for the regression analyses.
For the analysis of the effect of insurance investors trading on the return, both the
future returns(Returni,t+1) and current returns(Returni,t) are used in model 5. The
effects on the future return are provided in parentheses. * and ** indicate statistical
significance at the 5% and 1%, respectively.

Return;, = oy + p; + X + B¥ NIF,  + B,* Spread, , + Bs* Volatility, , + B,* Return, ,_ 5+ B5*Ln (Mkt Cap); ,
+ B¢*Ln (Price); ,+ B3,* D(Ins Buy), ¥ Ins BuyRatio, .+ B3s* D(InsSell), * Ins Sell Ratio; .+ ¢; ,
.......................................................... (m odel5)

Spread;, = o, + p;+ Nyt By NIF, ,+ B5* Return, ,+ B5* Volatility, ,+ B, Return, , 5+ B5*Ln (Mkt Cap),,
+ B¢*Ln(Price); ,+ B.* D(Ins Buy), * Ins BuyRatio, ,+ Bs* D(InsSell); * InsSell Ratio, , + ¢,
............................................................ (m odel6)

Volatilty, , = a,+ p;,+ N\, + B NIF, ,+ 8% Sprd; ,+ B5* Return, ,+ B,* Return,, 5+ B5*Ln (Mkt Cap),,
+ B¢*Ln (Price), ,+ 8% D(Ins Buy), * Ins Buy Ratio, , + Bs* D(InsSell); * Ins Sell Ratio; , + ¢, ,

...................................................... (m odelT)
Return Spread Volatility
Panel A: All
Nobs 1,270,384
Variable Coeff. t-val Coeff. t-val Coeff. t-val
0.0000 0.27** - _ _ o
NIF [0.0002] [1.03] 0.0002 31.99 0.0004 12.76

AEE EAISH o]Fox gdo] NIFZk

13) [ 1+ Return(t+1)°] st sjHES2
ot IF= ]X]‘;Z]E Bl AARPE ] K| Fo] 7At=g]

ejele] F7krelge]
o
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Return -0.0001 -5.40™* -0.0020 -12.25**
-0.1661 -5.40™* o
Spread (-0.0466] £1.51] 0.8879 158.18
Volatility [0.0038] (0.79] 0.0218 158.18
0.0000 1.35™* _ _ o o
Return(1_5) [0.0000] 0.76] 0.0000 0.01 0.0000 1.17
0.1900 16.71** o -
Ln(MktCap) (-0.0075] -0.65] 0.0066 20.11 0.0727 34.69
-0.3063 -22.82** o _ _ -
Mavg(PRC5) [0.1429] | [-10.63*] 0.0004 1.09 0.1515 61.30
-0.0012 -0.65** ok _ _ ok
BRATIO (-0.0009] -0.501 0.0075 148.80 0.0245 75.21
0.0049 2.67* ok _ _ Jok
SRATIO [0.0024] (1.20] 0.0047 89.15 0.0275 81.36
. 0.0060
Adj R-Sq [0.0002] 0.0452 0.0304
Panel B: KOSPI
Nobs 951,440
Variable Coeff. t-val Coeff. t-val Coeff. t-val
NIF 0.0001 0.34** -0.0002 -31.64** -0.0005 -14.33**
Return -0.0001 -4.50** -0.0013 -8.08™*
Spread -0.1720 -4.50** 0.8513 140.92**
Volatility -0.0520 -8.08™* 0.0241 140.92**
Return(1_5) 0.0000 1.68** -0.0000 -0.29** 0.0000 1.17**
Ln(MktCap) 0.2318 15.37** -0.0033 -8.15™* -0.0192 =7.99**
Mavg(PRC5) | -0.3571 -19.73** -0.0023 -4.68** -0.0376 -13.02**
BRATIO -0.0011 -0.52™* 0.0070 121.78** -0.0189 -54.54**
SRATIO 0.0063 2.73%* 0.0042 68.59** -0.0228 -61.97**
Adj R-Sq 0.0050 0.0441 0.0278
Panel C : KOSDAQ
Nobs 318,944
Variable Coeff. t-val Coeff. t-val Coeff. t-val
NIF -0.0001 -0.31** -0.0001 -8.48** -0.0007 -11.51**
Return -0.0002 -3.49** -0.0054 -10.55**
Spread -0.1568 -3.49** 0.9565 75.18**
Volatility -0.0656 -10.55** 0.0183 75.18**
Return(1_5)| 0.0000 0.25™** 0.0000 0.30** 0.0000 0.63**
Ln(MktCap) 0.1281 8.14** -0.0112 -17.95™** -0.0369 -8.20™"*
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Mavg(PRC5)| -0.2357 -13.18™* 0.0030 4.25* -0.0295 -5.77"
BRATIO -0.0019 -0.71** 0.0092 87.11** -0.0391 -50.94**
SRATIO 0.0004 0.15** 0.0062 59.89** -0.0343 -45.84**

Adj R-Sq 0.0100 0.0527 0.0303
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Abstract

This study investigates the stock preferences and investment strategies of
insurance investors and the effects of their trading on the Korean stock
markets. For this purpose, we examine the investment portfolio of insurance
investors from 2005 to 2017.

The major findings are as follows. First, insurance investors have a
significant preference for stocks with high market capitalization, high price
level, high liquidity, and low volatility. Second, the involvement intensity of
insurance investors is higher in the KOSPI market than the KOSDAQ market.
Third, at the market level, insurance investors take contrarian investment
strategies by buying losers and selling winners. Forth, at the stock level, they
also take investment strategies buying stocks with low returns in the recent
past. This investment strategy is more prominently observed in the KOSDAQ
market. Lastly, we find that insurance investors serve a role of the stock
market stabilizer by enhancing the liquidity and mitigating volatility. While the
liquidity effect is stronger in the KOSPI market, the volatility effect is more
prominent in the KOSDAQ market.

Considering the rapidly increasing investment of insurance investors in the
stock market, the analysis of their trading characteristics and influence on the
stock market is crucial, especially with a comprehensive long-term dataset
covering the most recent period. Our findings suggest that the increasing
involvement of insurance investors in stock trading is expected to provide a

positive influence on the stock market in terms of market liquidity and volatility.

% Key words: Insurance investors, NIF(net investment flow), Investment

characteristics, Contrarian strategy, Market stabilization
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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

(entity)= 2 HI8-& ASoH] Bile EAFAE TAY (RIEFAA) =21% < &
] =

¥

[¢]

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
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AloEo] opd Bt ARl HFFEA] -5 ]S AREshAl ARE 4= k.
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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
3 Zju|gS Zgteto] AkEol= Bhdolt). £ A
HYEAo] IS AMESIIAr dth O olf: fiRES (¥ HIFSApL
EV(Embedded Value)AXt Al R1& A& 0 2 AaFAl4AlS ARGl 9l #4t of
YeHMilliman, 2015), A&4H4le] /idd oz Halela AFdozw 85177}t 4
7] wi2olct.
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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
9 Zeh)o] HRA Y] FEoFo] Zd=o] = Aoz BY| fiZolrt. ot HRA=}
7o B3t BejsiA AFzid 4= Q= Zio]7] ol HESA] A891E B
A FE5Fol WA=} Aetal Holof 31t ol HFEA] IRR= 2K 2lE
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2 A= AR e ZEjn|dE S5k W O Fama-French 2891 29

= SIS A1 B FAB(2016)9] WHEES 2-85taAt Stk AR ES = =4
o} 41:80] HoflA= TYH F5-dolATE A7 W] dizol|, BRESA FolEs =

A 4=l 7+ Aol et MAE(HEDE SHE W IEE S5l of7]o] f-5439] 714
(risk price)& #o1o] 574 TGS AkEdith HERA AVFE7IE fiet gl =
A2 712 FoolR e =EH R ZEv|YS 7Hitsto] AREsith
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rr
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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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O

2) o= ZARS=SKsecuritization) A] EGEAIAHSPO)E THEo] X4ke] EFEE0 2 EE
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T WK 42491 AlokA R ATE(contractual service marginy 7484 10] &
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AU A A 0 2= At A] o=t AlRkA AT HH5lE ol BAAES
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1 AlFA R AT AHIAE Algotol| wet A ARl R o & e 0] 0 2 QIAISHA

olRTEEY FHRAS NHEFREENY} i RIELA B x5
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1) O|2H&2EE(Future Cash Flows)
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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
o519ie}. E3E, IFRS 17914 Y8242 24P VIR AASHA] Y=t} 18
U BE ST 7S ARSSIGS 790t SUtt Auks ARESH ok AlEleE
o= AALISH] FAJSHES QF5kal Qlrh

4) HfAH|ADME(Contractual Service Margin)
HAA ko = RE] dAYSk= m|fo|ol WA S| o]l o® XS] ¢7] 913t 24

7) 20108 FAZE  HFo|WAITE0| oge M JPoENE Mol
(relieved) 915 BBV FelHoz N8I 4 9l HrkFAo Hojstnk



| 54 [EEEEECRICIRE

Fmolct, 2 ApAulAntIL v

FAE7TH 2 St
A2 A ANEE 945E 373 Sof Wk 27Eolth AR u AR W
mA| &0l AL o7 ojolo g AAME|R] QkA|ut S AH| AT} Ao wlet FAZol
HHo R 5 BATIZE B9t 20002 QA AlkAul Al AF5E9] F7Kv]
HAFREA7} - vHETRAE7DL} P29 Fo] 0Er} 22 Alo]l 002 WEx
o g Ak ueF F2520] Iy uHEEGEA7) - IR UAI Dt ez
9] gho] 0Eth & Aol 11 2 59S BuiARY] &0 AYSHES 7IEA oA
TgskaL ek

=
ral
ol
(o]
o
ral
N
B
=)
)
el
ol
=

. TS 3y

I[FRS 17549 olPATEEL FAY FEEES F95kaLCash  flow
estimation), °l& @A7IAE RISt H(Discount), BHlFEHZN et 2 [Risk
adjustment for non-financial risk}2 sk= A o= F/4Jo] o] Qlt}. o] Aofja= A
7 2 58 el ditt 240 gtk 2Rl 53] EAIF f5/dol tie 23
¥} grdsto] T2t E4do] ERl2o] EgE ofof sk 2, HARAY HlREd S/l
Ou|Sk= B, IFRS 17°] AASh= 58 Zeju] Wiy W, {578 Zejn| A=
of et =215 starAt gitt.

1. IFRS 17 Eei¥ile| golsd R34 Za|0|Y

$39] @AV B7leRe BAI RS 17 o2l 2shl ol gl 742
A9 o & ARESh= WHHEL YitiClark and Mitchell, 2012). F419] 7HA|= s &
Ae) Zeh Al A BRAS) A - B Aloke] 249 WE Aok - o A
Ch B 4 90T, Au] FAIA A HhEE st o] ult glck

A AP VIR BFEEE FAUSR PO P s, 187
So] FHRY F90e ol Aol FASI 200] thet 7|5t 8o] Aot 2 w9

ol

l

el



IFRS 17 Baeel 2ois 230 2 o7 [N

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]
FFS = Aoz 247 0= M7 AR A2 vlad 2oz, 2007-2009 =
F971 717 E% AR HlREA AP Y] FE2 5 fE EA H e &
Hu|g o] EAE 5] HojS=qirh

HYARS AM o= HA31al Ql= AlRRAe] AollA HoAR vlRa4 54=
dct. gukdog B AR Aok HAIE ARl YRS 749 Al HAE &
o= AESh= Akt B HA kY] 734 HHAR] o] Qitjeie 7|t ot
=, S| Aloll Aokl FgAIE FAS AESH. SRR, HeAoRe] B9 Bt vhw A
of sjx|7} o] Fold 5ol TDE7}F TR AY A A7t 27 Fset B9t Bt siAl
Al HgElRt AR, SRS Al B ofe} SR o] % AlfAIRRS B3l FURt B
< 7okt Rt 37t vl (ATAI Bl met 7|EA 1k SRl Ea o] Ao 2
oh= 7id o= Holop & Aol
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Abe HAAR] @80y Aleto] iAlE @At ool AlesieS AIE 4 flrt"Eal A
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Sjofof stal, wEbA] FA2] @A7HA] B7HE ARt Eeled] s ZEn|dE Hshke
<= F/d= 7HAIA

olof osh IFRS 17 HA ] £ 362 "w8-HdC] daase F7gA1°0 2=
A S AR7IA|9F S8 o] REYE=E 278 sfof st etal FAISHAL Q1AL of
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A o] HgA o] #doln, HAke A ikE B3] HAE E°lARt
71 fjeo] 3] ARl =t el it HolE 3] skl Al d
o FAZHA] oVdel HAwg A=) Aeke 5% A Hae HAAeA a5
59 7RE 7RI EARe] oA ojdd fde® duegel Hdel A
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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]
=91l Q= A o' HRlth 712 os Al WA R84 ZEjv|de AEE
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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).

e TS Agshe WAl oms IA R4 (bottom up)dt SFFATA]
(top down)2] = 7FA] HEHo] AL, HAAP} g 7S AEd 4= Qi

BT Sh9] ARZIAIE B o Q= 79 oAkee] EARAY 54
Hhgshe e ZEn|YE A F45te] Hshe WAlolth SRR 4ot Zdt
< o6 AMHE g8 HYAIRS APolA AdlEls B 7Fse 71H40] §l= Bt ofY
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2he E2slo} ST, AAH 02 thE glo] AEE 4 ek, IFRS 17014 o]o] ths)
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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
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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)
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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

il

|
I

i

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)
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(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
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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
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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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AFAA Hste] Weke Baf olsfslr| ol it AF A Wistel AAFAS] vhe-S 2t
2ko] Alm R o33t At

AAE AFAE A ko] Aot AgAEe] AAEE et 20074
2409+ LojlA 3009 Yoz AFRAEIom, 2011HE thA] 4003t Yo g A1ty
At AAEE AFREe dFAE GdY SR ololxom(7HHA 2, 2013), E9]
TAESS] AFAE TP Fuad ARAF, 2012 94 AA8S, 2017002 &
24 gick

e £ ot B eR AR Qe daRIE A wale] AldgAE Aol

ot AlEA] o] gl vl ol tigt Ho[EE o8-t 42 ob4] &l vt

[¢]

e AATA =9 o]F AFASS A4ashal e 2w o4
(I 1)2 20104 o]F Z2A0] A5

o}, Aselyso] ANSHL Qi BAsel R SEAS ARISERE g

A5 201193} 71 0] 201347H 2EAEA0] A4S 7198 W BYdo] 3715t
3, AAFAE EAE 20144 0fF AFHZ0] PABHL U Folg & % irk

(Table 1) A Trend of Employees Private Pension Subscription Rate Saving
(Unit: %, Over ~ Under, 10 thousand Won)

Total Under 2,000 | 2,000~4,000 | 4,000~6,000 | 6,000~8,000 | Over 8,000

Average Average Average| Average Average Average
Contrib. ity Contrib. et Contrib. kit Contrib. T Contrib. et Contrib.

2010 | 12.5| 221|0.85| 119| 11.7| 180| 33.4| 221| 50.9| 242| 60.5| 261

Year | Rate

2011 | 14.0| 249|1.04| 123| 11.9| 185| 34.3| 243| 52.4| 277| 64.8| 313

2012 | 15.1| 257|1.16| 129| 11.6| 192| 34.0| 247| 52.8| 286| 66.3| 320
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2013 | 14.7| 266| 1.17| 159| 10.0| 201| 31.6| 249| 51.3| 289| 65.7| 323

2014 | 14.1| 257]0.83 62| 7.9| 156| 28.9| 242| 49.5| 287| 64.4| 322

2015 | 13.2| 261|0.37 39| 6.1| 147| 25.4| 236| 47.6] 281| 63.3| 319

2016 | 13.2| 258|0.33 36| 6.1| 145] 24.1| 231| 47.4| 274| 67.7| 313

Source: Analyzing Statistical Yearbook of National Taxes for Each Year.
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T AFAES deAs EUYH HekE A E AL £ B8] 2499

_|>~l

. &S24

HZA7} ALE 77HE ATE dlo] FAP} o]R0]R 6~ 10 E(RAREZ R0 R
20128~20164D) A== AL85}9ict2)

7,0009] 89| 15M] ol A} dvdAte] 7t 5l 7] ALl A1 S mid 54
FAPhE WdRAL A O R ThEolRltt. T18jal RARE FAIE A 70% VIR w2
oI

FARE At AEA M= 7 EEE 7] 7S S ek ARG ARt s
1) A 71E02E 2013d~201790]ct

2) 201190 AFAZ0) A Tert 400gk Lol 7008 Ao AREAHS. A =
U 24 TS BN Aotk 98] 201245 7Fg Haziel deleg Besit



| 84 [EEECECRIICIRE

AR Aol vhet ARo 2 PR, IgelE 154] o4 7] el RS
o3, PJITRA ofR, LS, AEA, ¢ 719 5o e WESHe Felz FAEo]
oIk

AR 2A0] ZAHIAE AR thEEAE o) JRE 2Ae
o, A5 9 AZE A0 49 AUgi AR 59 B89 2RI o] Je
o] ¥t} et § AR AFAZ ARt U2 7Rt FelE Balskaa sk 2
A7-0] BAo] Bt Apae} shl

u. 71&eSA

& Aol ARgSE ElolEE THIERA ARE THERAL ARl Adsie FHiE 4
SPAT. mEbd oo 7t B2 7 ofd o] A 7 o 3 kY
ol Hfsf -SHIIL °1E 7H- AP} AAAIZE 735- oIS ofEA| shAfslior & 217t
of iRt AT AR, kA ol ZAIE Wol7] sl & AFelMe TR
4tz Al A AEAS 71§ 7L HIS T0% TER T
= ez 3 24 A diide 7N & 5= Qe B3 AP S Az A ]
AR FIEAY B2 AR oldsle A9-E RAVEAE FERARR:
grolg o] S SHield & gle =4Vt it wi2e] & dFelde 2APIRE S B
S5l Hofdt 7Itke dvde® glol8E ++d(Balanced Panel)sto] #£45 A3
ATt

(E 2oite 240 Z8et AP aEAL o 550 s ¥EA9 VIeSATS
AR A 2ARVIARE dEA1S 7R Lro] AT ESIT. RAPIRE E1L
2l S ZAVIALS] ARz 2,301 2% LRt s tVdARe] 2APIRE -
A5 7IAES AR 242 7~10% 721 A= e, 7HIE Foh= 201449 1
k7L, olF STk Qs Fol8 Ho1 Qltk. ol= A FAIBARIA] A
SA AdEAE 7S Bl a g o ohe W2 2|, A e AL 7 A PR 52
HFSIaL Q7] MiZo= Helnk. ol A= A AR ARSRE HofEoflA 24
EAHFAEAD Y] AFAF 7SS ARERE 9~13% 520 IA AAIRE A A]

Ol
o
-

(o}

o
ot (2 PN

P

b b

il

S



AZHE M B meo ue eans vee v 2o [ERN

AH AJ2 A FARE R Aoz ‘JrEP”fE‘r. AFAS Hat FYHL A A=A

© AP S AER oF 21~330F A 20l AAL, 7HIRIS] - 315~3479F A &4
T8 e Batgdde] Folg AuEH ZHashs Si(HA 20144, 7144 2015
Wk o, Adbao s 24 S7I8IAL e F01& Holal At

/g 7% A SHAR] ¢ A=E=E 89%7t HA0IAL AFAE TS EA
O] HSZ ALER °F 90% ool ol ZAVIARE 7= 7] wieoll U
Ehbs E4o= Helnk B eAF R A A dvdAhe A=E=E 83% =t Wi,
AFAE 71k A=EE 90% o1l AC= A HIH ol HleAPE Ae T
7t AdEASl 7Hdske A7 e AlolEhke 4R ot AAeke Adfo|tt. thEet

g ol 04 = A ZARVIAE S oF 47% A7t EAR YERECH, deAs 71
Ao - oF 65%7t &A= Uehgdtt. dad2At vlE A A AR 70%
BIRAd v, AeAS 1AM AFEEAL Bl 90% TESE YR O T, das
A A A= 4,000~4,7007F A bRl Hhs A5A1E 7HIA= 7,0007t
o o= et ol S0, A5AS 7IIAVE B Ao A5, ISSE

=TT
o] & QHYHQ] AEAS 71 AS0w WAt 4 9low] o] ATAZIYET} el

o

(T 3ol AuAS 7RI A5 Higo] HshE A EIT 445 5,50
T4 o3P AS (015t AAL5F)E ATAS BUYAS A=ER 270~280% € 0]
=t FolE AriEd 20159 AP SEEH Qs ACE Hlth whd
55008+ @ oAt T (oot 1A55)9] Bt B A 330~380% U EOE A
3ol HlEl =2 9 AC® dERdT AEASS 55008 € ofsite] 7
3,500~3,900%F € Sld] whefl, AAE 55008 € opdRKelsl 14EF)9] 3
of oIttt Eot FEAME GA] 5T 0l o B et H
o A B Z A0= et &, o2t Zles AR rﬂo1E17} 7t
& Hoji= AY # U2 WSS SAR el S5t 4

Aol QAR ol AL of iz e Foig 129 Ha ek

BB
] B

|

—{o
% o

3) 20159 &SARNE(52] 3)& F6 ‘Eﬁ‘_‘i 5 5007t € ofstats ALnEFoR FRF3)
o] 71& AATAEET 22 15%2] AlAsAES 283kl Ak



[ 86 [EECCEER IR

(Table 2) Descriptive Statistics for Aggregated Observations and Pension
Subscribers

Total Private Pension Subscribers

Year 2012 | 2013 | 2014 | 2015 | 2016 | 2012 | 2013 | 2014 | 2015 | 2016
Pension | 21.76 | 30.47 | 27.58 | 33.03 | 32.25 [315.36|329.68|347.09|329.04 |317.35

Contrib
(10K Won)| 94.17 |120.13|124.58 [116.51|114.531189.93|240.17 |291.15 [ 194.79|196.71

Pension | 0.07 | 0.09 | 0.08 | 0.10 | 0.10 | 1.00 | 1.00 | 1.00 | 1.00 | 1.00

Subscription
Rate 0.25 | 0.29 | 0.27 | 0.30 | 0.30 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00

Age 44.24 | 45.24 | 46.24 | 47.24 | 48.23 | 44.89 | 45.27 | 45.75 | 46.78 | 46.91

(as of
2014) 743 | 7.43 | 743 | 743 | 7.43 | 6.74 | 7.24 | 7.10 | 7.52 | 7.54

2012.0412101.512192.99[2286.522381.15[2060.29[2101.21{2142.962244.28[2257 .47

Age square

639.59 [654.38 1669.18 |683.89 [699.11597.43 | 637.31 {637.99 | 690.61 | 693.79

Gender | 089 | 0.89 | 0.89 | 0.89 | 0.89 | 0.96 | 0.94 | 0.96 | 0.93 | 0.9

Man=1) | 932 | 032 | 032 | 032 | 032 | 020 | 0.24 | 0.20 | 0.25 | 0.23

Number of| 344 | 3.44 | 3.41 | 3.39 | 337 | 3.65 | 3.59 | 3.56 | 3.43 | 3.44
Households

(Persons) | 119 | 1.20 | 1.19 | 1.19 | 1.21 [ 0.93 | 1.05 | 1.02 | 1.10 | 1.10

Number of| 1.09 | 1.05 | 1.00 | 0.94 | 0.90 | 1.16 | 1.14 | 1.14 | 0.96 | 0.99

Children
(Persons) | 0.98 | 0.99 | 0.98 | 0.98 | 0.98 | 0.91 | 0.94 | 0.97 | 0.94 | 0.94

Having | 0.83 | 0.83 | 0.83 | 0.83 | 0.83 | 0.95 | 0.92 | 0.91 | 0.90 | 0.91

Spouse
=1 0.38 | 0.38 | 0.38 | 0.38 | 0.38 | 0.23 | 0.27 | 0.29 | 0.29 | 0.29

Bachelor's | 0.471 | 0.471 | 0.472 | 0.468 | 0.464 | 0.642 | 0.674 | 0.652 | 0.663 | 0.650

degree
(=1) 0.49 | 0.49 | 0.50 | 0.50 | 0.50 | 0.48 | 0.47 | 0.48 | 0.47 | 0.48

Urban | 095 | 0.95 | 0.93 | 0.93 | 0.95 [ 0.97 | 0.95 | 0.90 | 0.94 | 0.98

GD 1022 1022|025 ] 026022017 | 021|030 023|016

Wage 0.70 | 0.70 | 0.69 | 0.70 | 0.69 | 0.84 | 0.91 | 0.87 | 0.93 | 0.91

Earner
(=1) 0.46 | 0.46 | 0.46 | 0.46 | 0.46 | 0.37 | 0.28 | 0.33 | 0.26 | 0.28

Annual  £139.46|4261.16/4480.76/4594.054765.30§6787.99[7200.376863.94/7583.117640.59

Income

(10K Won)[3202.483211.995114.413492.20/4074.37j3100.3814307.103483.20/5153.413302.21

Annual | 674.62(558.57 |615.98(610.80 | 711.72 |1117.13|997.84 [1135.69/1032.12[1213.57

Saving
(10K Won) [2180.44[2082.01[2115.73[2200.492288.77|2772.6312593.81[2497.84]2531.9112733.61
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Financial
Assets
(10K Won)

2893.20

3185.00

3122.22

3257.96

3866.69

5046.63

6643.97

5818.53

6396.41

7636.28

0405.90

8091.70

6123.00

0640.72

7996.04

7434.54

13396.81

10731.85

9716.066

13756.55

Observation

2,391

2,391

2,391

2,391

2,391

165

221

190

240

243

Note: Upper row is Average, Lower row is standard deviation.

(Table 3) Descriptive Statistics for Pension Subscribers by Income Level

Under 55 Million Won Over 55 Million Won
Year | 2012 | 2013 | 2014 | 2015 | 2016 | 2012 | 2013 | 2014 | 2015 | 2016
Pension |271.78(276.31|279.84|272.49(277.14|337.15|352.90|381.25|354.74|331.73
Payment
(10K Won)|185.26|185.91|282.53 | 208.13 |263.21 | 189.31{257.38 | 290.60 | 183.37 | 165.21
(Agef 42.89 | 42.21 | 43.39 | 44.59 | 43.64 | 45.89 | 46.60 | 46.94 | 47.77 | 48.08
as o
2014) | 7.01 | 7.55 | 7.77 | 835 | 847 | 639 | 6.69 | 6.44 | 6.92 | 6.83
1887.91/1837.73(1942.232056.77/1975.142146.472215.842244.912329.502358.42
Age square
603.54(619.09(670.44 |741.78|752.95(577.99|612.43 | 598.16 | 650.69 | 644.09
Gender | 0-89 | 0.84 | 0.88 | 0.81 | 0.88 | 0.99 | 0.98 | 1.00 | 0.99 | 0.97
Man=1) | 031 | 037 | 033 | 039 | 0.33 | 0.10 | 0.14 | 0.00 | 0.11 | 0.18
Number of| 335 | 3.37 | 3.05 | 3.08 | 3.13 | 3.81 | 3.69 | 3.83 | 3.59 | 3.55
Households
(Persons) | 117 | 1.28 | 1.31 | 1.27 | 1.20 | 0.75 | 0.92 | 0.71 | 0.98 | 1.04
Number of| 109 | 1.12 | 0.92 | 0.84 | 0.92 | 1.20 | 1.16 | 1.25 | 1.01 | 1.02
Children
(Persons) | 0-89 | 0.93 | 1.03 | 0.93 | 0.91 | 0.92 | 0.95 | 0.93 | 0.94 | 0.94
Having | 084 | 0.79 | 0.73 | 0.77 | 0.80 | 1.00 | 0.98 | 1.00 | 0.96 | 0.94
Spouse
(=1) 0.37 | 0.41 | 0.45 | 0.42 | 0.41 | 0.00 | 0.14 | 0.00 | 0.19 | 0.23
Bzchelor's 0.472 | 0.507 | 0.547 | 0.533 | 0.531 | 0.727 | 0.747 | 0.706 | 0.721 | 0.693
egree
(=1) 0.503 | 0.503 | 0.501 | 0.502 | 0.503 | 0.447 | 0.436 | 0.457 | 0.450 | 0.463
Utban | 0.95 | 0.96 | 0.84 | 0.91 | 0.98 | 0.98 | 0.95 | 0.93 | 0.96 | 0.97
D | 023 | 021|037 020 | 013|013 ] 021|026 | 020 | 0.17
Wage | 0.62 | 0.85 | 0.77 | 0.81 | 0.81 | 0.95 | 0.94 | 0.93 | 0.98 | 0.95
Earner
(=1) 0.49 | 0.36 | 0.43 | 0.39 | 0.39 | 0.21 | 0.24 | 0.26 | 0.15 | 0.22
Annual  3512.353820.163534.083725.823896.868425.81/8670.988555.309336.428979.13
Income
(10K Won) [1416.431251.631499.57)1355.011206.822312.4G4338.062941.195289.362732.92
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Annual |266.22(507.61|922.44|422.64|748.91 [1542.581211.12]1244.01[1309.16{1379.70
Saving
(10K Won) 2118.532064.621919.13(1986.95[2328.9412965.6412772.042746.332704.392852.07

Financial 1897.643398.963666.273575.605442.036621.138055.7716911.747678.608420.82
Assets

(10K Won) [2207.84(6173.71(7906.156333.8319137.688558.15(15330.0011792.42{10685.45(11194.06
Observation| 55 67 64 75 64 110 154 126 165 179

Note: Upper row is Average, Lower row is standard deviation.
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(Table 4) Panal Logit Analysis on the Determinants of Pension Subscription

(1) (2) (3) (4) (5)
Age(as of 2014) 0.849*** 0.847*** 0.817%*** 0.905%** 0.902%***
(4.09) (4.02) (3.84) (4.03) (4.01)
Age square -0.00614** | -0.00612*** | -0.00582*** | -0.00683*** | -0.00680***
(-2.89) (-2.83) (-2.67) (-2.92) (-2.90)
Number of -0.168 -0.166
Child(under 18) (-1.13) (-1.13)
Having Spouse(=1) 0.520 0.536 0.536
(0.91) (0.94 0.93)
Bachelor's degree -0.667 -0.669 -0.666
(-1.06) (-1.06) (-1.06)
Wage Earner(=1) 0.273 0.273 0.272 0.268 0.267
(0.98) (0.98) (0.98) 0.97) (0.96)
Urban(=1) -0.322 -0.321
(-0.57) (-0.56)
Tax Credit -0.500%** -0.504 -0.505%** -0.512%** -0.510™**
(-2.78) (-2.58) (-2.59) (-2.62) (-2.61)
Low income -0.346* -0.353 -0.352 -0.363 -0.363
(-1.65) (-1.47) (-1.47) (-1.52) (-1.52)
In(Savings) -0.00381
(-0.26)
In(Financial Asset)| 0.0388* 0.0387* 0.0393* 0.0380 0.0410
(1.66) (1.65) (1.67) (1.62) (1.56)
In(Personal 0.497*** 0.497*** 0.497*** 0.493%** 0.494**
Income) (3.08) (3.07) (3.00) (3.04) (3.04)
Low*(Tax Credit) 0.0119 0.00702 0.00244 0.00226
(0.06) (0.04) (0.01) (0.01)
Observations 2,286 2,286 2,286 2,286 2,286

Note : t statistics in parentheses

* p<0.10, **p<0.05, **p<0.01
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(Table 5) Marginal Effects of Pension Subscription on Each Variable

(1) ) ) (4) (5)

Age .0084™** .0084* .0078*** .01020%** .0102%**

Age square -.00006™** -.00006™** -.00006*** -.00008*** -.00008**
Number of Child -.0019 -.0018
Having Spouse -.005 -.006 -.0061
Bachelor's degree -.0064 -.0075 -.0075
Wage Earner .0027 .0027 -.0026 .0030 .0030
Urban -.0036 -.0036

Tax Credit -.0049™* -.0050™* -.0048™* -.0058** -.0057**
Low income -.0034 -.0035 -.0033 -.0041 -.0041
In(Saving) -.00004
In(Fin-Assets) .00038 .00038 .00038 .0004 .0005
In(Income) .0049** .0049** .0048** .0056** .0056**
Low*Tax Credit -.0001 -.00006 -.00002 -.00002

Note : * p (0.1, **p <0.05, ***p < 0.01
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(Table 6) Fixed Effect Model Analysis

) ¥ &) @ ®)
Age(as of 2014) | 0.230™* | 0.240™* | 0.233"* | 0.247"* | 0.247"*

(4.47) (4.65) (4.49) (4.60) (4.59)
Age square -0.00174** | -0.00186™* | -0.00178™* | -0.00194™* | -0.00194™**

(-3.30) (-3.50) (-3.34) (-3.48) (-3.48)
Number of -0.0370 -0.0370

Child(under 18) (-0.97) (-0.97)
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Having Spouse(=1) 0.171 0.177 0.177
(1.41) (1.45) (1.45)
Bachelor's degree -0.205 -0.209 -0.209
(-1.14) (-1.16) (-1.16)
Wage Earner(=1) 0.0652 0.0657 0.0675 0.0667 0.0665
(1.15) (1.16) (1.19) (1.18) (1.17)
Urban(=1) -0.0633 -0.0636
(-0.49) (-0.49)
Tax Credit -0.114** -0.0327 -0.0343 -0.0372 -0.0370
(-2.56) (-0.55) (-0.58) (-0.63) (-0.63)
Low income -0.129** -0.0560 -0.0570 -0.0592 -0.0591
(-2.36) (-0.86) (-0.88) (-0.91) (-0.91)
In(Savings) -0.000908
(-0.22)
In(Financial Asset)| 0.00750 0.00770 0.00755 0.00738 0.00810
(1.36) (1.40) (1.37) (1.39) (1.27)
In(Personal 0.0886™** 0.0889*** 0.0884** 0.0882%* 0.0882%**
Income) (2.80) (2.81) (2.79) (2.78) (2.78)
Low*(Tax Credit) -0.111%** -0.109** -0.108™* -0.108™*
(-2.08) (-2.05) (-2.02) (-2.03)
Constant -6.958™** =7.242™ =7.124%* -7.300%** =7.204%
(-5.25) (-5.44) (-5.34) (-5.37) (-5.36)
Observations 11,797 11,797 11,797 11,797 11,797

Note : t statistics in parentheses
* p<0.10, **p<0.05, **p<0.01
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Abstract

To enhance pension saving incentive to lower income earners and adjust
tax favor to higher income earners, the Korean government changes the tax
treatment method for the private pension contributions from tax exemption to
tax credit in 2014. To assess the policy effect empirically, we analyze the
policy effect by income level using the National Survey of Tax and Benefit
Survey data from 2012 to 2016.

We find two important pension saving behavior after changing the tax
treatment method from the analysis. First, on average, private pension
subscription has a negative causal relationship with the tax treatment method.
We find that changing tax treatment method decreases the probability of
pension subscription rate by 0.57%. However, for the pension subscription,
there is no statistically significant evidence that a certain income group
differently reacted to the new tax treatment method.

Secondly, for the amount of pension contribution, changing the tax credit
method decreased the pension contributions and compare to the higher
income earners, the lower income earners decrease the amount of pension
contribution more.

Therefore, we conclude that, ironically, the new policy reduces the most
needed group's pension savings. We claim that to make lower income earners
save more pension fund the government needs to provide more customized

incentives scheme.

% Key words: Tax Treatment Effect, Tax Deferral, Private Pension, Pension

Subsidy
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SHAISE 59t =Hioll A RegElo] Sl Sl et AR} A1R] S1ES et
g2 a9 SHoA AV iHal WrRES koMo g2 =2 FA] AJe) |
HEoA 2t 93], RYFHEEINAE 75 5 F= A 7= o] 0] Fo]
A gk o2t AR E EHATE AAA7]717t ol 22 F=t 55 5ol
AL e S A4S AT A BY ol HSSkL . ol =7elA
© ezl sl 2FEAl, Sdddlol tiet AR AA Aok, APgelA Tt
AR =S ke AP 5 o2 A2 S5 Sgdu A =38 skl Sl

ol & A7olre SedET dag ft A= AlRE J=xste] AHRESE
et Al st 7] F2o] Qi ARRIE S S 9%t A2 Wl CPC/CSO=
o] AABEaLAL jitk, & Ae Rl AAS AR ek Sl AR
oz AR gl o7t 1o, ol2fdt Rl Ze IUlolM AFe® AledErs
oA 2pE/ge] .

2 A=Al 14 A€ oo, Al el Edddme] o], %, =2 24 A

Holo] TeIS FIeeta 159k BT A4S 5t FEANS 7|45l T Bl

[¢]

4) BIAAolA A=E AstAZIE 8%lo gt AR oA, HF5B(2007), HEF
(2011) #xs}7] Higit

5) U= HEARE(2008. 11. 26), “HE Ebduh o) S

6) CPC/CSE Z¥Zr IANEAG/SIA=(Customer, Product, Channel/Company,
Supervision)= 2ottt
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o Al IPellAE sieiikEl= CPC/CS Aol 783t AAbdE Aled &= Sl 9=, =
F, U= ARE AR A V2 4B, 354 A SHolA 4

AR FAEE AARITE & AFolA AASHAL s AHAF =

o] oSS PRt iRt SEA Sl A Tesiet frAlE] AfHlA g8t A=At
SO ppo] ek AEA =, A5 GA AN tigt SIS 7 24,
GA WH-BA 73t 52 2 ast AnxiEs 7|ojgh Zeg 7|Hch
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Eduh(misselling)#t 88 Hfoll BAIKCRE FA=0] A= FAR =
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oA et ks 2ok BE vt

BIS(2008)= =8-d%&0ll that A - AHet FHSHA AuRlofA] 2 dsHA] k2 4
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i 5 2HRIA TSR] 33 2HE Zohs A5 SR B ik

G0 FBU=EH(FSA)S A FHEZSHF(Payment Protection Insurance:PP)DARE
of thet Syt A7 F2H=E 2003 d0] FAVS=2] Esto] ot FSAS] &
A2l sl dgshs WAl ow Ebduao] tigt e ¥5]al ItKTiner, 2003;
AY7E, 2015). FSAE &87190] 25T 7134 HREA 117F4] ARJHR(Principles
for Businessy& skl U=t 7L FollA E¢Fduiel ¥eio] d2 Aos @ 714 A
2831 AP AE stolof Tk AN1Y2], @ A3 7, Bz, AEe 45 7]
PPLIE stofof 2t A2, @ A9 o]l 45| Esto] I52 574
=

3] cholo} Stk AGUH, @ T701A WA HRg 245 aetsle], Bk g
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7) HEATAE AASALL, A, vArEE A e AFTCO® Qlste] RS HEATE A
oA I 2 B olg Eeuer HAS F= BAdEoltEilis, 2012).
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o] = ALY AFLAT R AT 2219 A/do] HAEEE 24 FolE HE
ofof Rth= A9¥2] Soltt. olF ol Hslo] ==l B4 132 Fel Hstod
Hro} AAsE 71802 JAPH4LAE(Conduct of Business Source Book)oll 717=
AFe] 4 7|digcKJohn, Rawlings, Merkin, 2011). 2= E¢-d3hli= 3743t 7
Aol thiet 349 71HE A AHal & 4 Al

= A7-9] A¢ AEEH2000) EXAHE E5Ha8AH SHA 834t
FE- 1YW 59 AAE o83l ARFolels T =M AH|ARY oA
AoA S 2dcks Az, ALE- ol FH2007)= F84aB A TN 219
AYRE 5 Aol s EA5t0] 487 HF2A 0= o]9F A7]5k= A=
Agsioiet. M2 SHoA RAK2008)= o] w9 AlFAE ZgollA sHA7E
Asto] AHAloA BhE = HAoR SASlE AR, 520112 W

A3 o152 FAOR AKIE WA HRY nAg B FAAZOR Jste] B
o] WMAYaH Aok Eekdgiuleka Hofsloict,
sh, Sefuel HEYRS RUAE SUHEUY] S9S ARLY B3Y, 30 /8

AZI7|AFEA, AR A, e 9 S5 A%) 2013, EAEe] 74
M Tz skl At
o] =95 Tl & ul, Bl HIAE A - AlCKE TgolA 3

3t Yoz HelaurielA wsiE AsA He BAE Sk A= & 4 Ut
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FET=2 2010958 SLAdHlES AFSsIo] SAIBIL Al RS 9 &3
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(Table 1) The misselling ratio by channel (Life & Non-life)
(unit: %, %p)

- Agent Agent enrolled by corporate In-house
Financial channel
Year B — enrolled byBancass Home Total
individual Y4 ™ ® | GA | Mixed | Direct
rance shopping

2011 0.53 0.23 037 | 1.14 1.26 112 | 2.21 | 1.42 0.81

2012 0.34 0.16 0.34 | 0.93 0.79 0.76 | 2.12 | 1.35 0.59
2013 0.35 0.20 0.44 | 1.48 0.63 0.67 | 2.16 | 0.85 0.59
2014 0.42 0.19 0.11 | 1.17 0.89 0.51 | 2.21 | 0.72 0.49
2015 0.31 0.12 0.09 | 0.80 0.78 0.44 | 1.25 | 0.60 0.40
2016 0.24 0.09 0.08 | 0.48 0.45 0.36 | 0.76 | 0.37 0.29
2017 0.19 0.06 0.05 | 0.33 0.33 0.28 | 0.53 | 0.26 0.22

rate of
improv-| -0.33 -0.17 -0.32 | -0.81| -093 |-0.84|-1.68 | -1.16 | -0.59
ement™

Note: The rate of improvement is calculated by the difference between the ratio of 2017 and 2011.
Source: Disclosure room of Life Insurance Association and Non-life Insurance Association.

(Table 2) The misselling ratio by channel (Life)

(unit: %)
: ; Agent Agent enrolled by corporate In-house channel
Year Financia enrolled by Total
planner |~ Bancassu Home . :
individual | e ™ et GA | Mixed | Direct

2011 | 0.85 0.73 0.38 | 1.63 1.73 2.22 | 2.50 1.53 1.24
2012 | 0.53 0.79 0.35 | 1.21 1.27 1.71 2.40 1.56 0.93
2013 | 0.46 0.64 0.40 | 1.14 0.91 1.24 | 2.50 1.26 0.78
2014 | 0.59 0.72 0.10 | 1.34 1.10 1.09 | 2.95 1.01 0.67
2015 | 0.46 1.01 0.06 | 0.99 1.02 0.99 1.47 0.89 0.59
2016 | 0.36 0.60 0.06 | 0.65 0.56 0.82 1.21 0.57 0.44
2017 | 0.29 0.41 0.05 | 0.41 0.37 0.63 | 0.77 0.37 0.33

Source: Disclosure room of Life Insurance Association.
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(Table 3) The misselling ratio by channel (Non-life)

(unit: %)
o Agent Agent enrolled by corporate  |In—house channel
Year Financial enrolled byjg ¥ -
planner |~. ancassu ome ; ;
individual rance ™ . GA Mixed | Direct

2011 | 0.19 0.18 0.36 | 0.89 0.88 0.52 | 0.09 0.57 0.41
2012 | 0.17 0.12 0.32 | 0.80 0.40 0.40 | 0.15 0.41 0.32
2013 | 0.22 0.18 0.52 | 1.69 0.39 0.41 0.18 0.29 0.42
2014 | 0.25 0.17 0.16 | 1.09 0.69 0.28 0.30 0.31 0.34
2015 | 0.16 0.10 0.19 | 0.67 0.52 0.20 | 0.02 0.24 0.22
2016 | 0.14 0.08 0.13 | 0.29 0.26 0.15 0.03 0.16 0.15
2017 | 0.11 0.05 0.05 | 0.27 0.24 0.15 0.03 0.18 0.14

Source: Disclosure room of Non-life Insurance Association.

. F8 A;ete] a4

EqwElE 8 ARE 19| PAE HH EXdwmHlE AlkAlEE ()
o BAE, Edgivlet Tddare HH BAE EAR: Aoz Hepdthbd

737421, 2018).
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(Figure 1) The relationship between the misselling ratio and 25" persistency,
and the misselling ratio and civil complaints related to sales and contraction (2017)

The left figure shows the relationship between the misselling ratio(X axis) and 25"
persistency(Y axis). The lower the X, the higher the Y. The right figure shows the
relationship between the misselling ratio(X axis) and civil complaints of sales and
contraction(Y axis). The lower the X, the lower the Y.

(Civil complaints related to sales and

th .
(257 persistency) contraction)
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Source: Disclosure room of Life Insurance Association and Non-life Insurance
Association.

ShH, 2012 9%€ 20174 717F 59T BT A 4= 38,862710014] 47,7687
= 23% S71ottk. R 9E V1Y 5 EbdThel TR0 9l A0 R Rl BEny
I AR - SR 2 QI3 B sl WYL 2012 13,8627104] 20174 13,4584 202
Zpo]7h QIAIEE, A oA JFA = vl 20179 71 28.1%= oJ#15] w2 5
Foltt. Eutuu]go] EolEWA] AlFdA A2 Flgle] 30% ofE HolA| 1L =
ZAlo]ct.

FLU
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(Table 4) Insurance civil complaints by type

(unit: case)
Classification 2012 2013 2014 2015 2016 2017
Decision of exclusion | 5 )0 | 4166 | 4161 | 4194 | 5072 | 5368
and inclusion
Calculating claims 5,286 6,514 8,754 7,181 8,577 8,846

Late claims payout 5,191 4,544 5,563 7,560 5,753 4,902
Breach of representation| 1,583 1,252 1,396 1,333 1,428 1,550
Insurance sales 10,578 10,487 | 10,808 | 10,249 | 10,632 | 9,481
Contraction and lapse 3,284 3,293 3,388 4,148 3,797 3,977

Disability and injuring
rating

408 342 382 524 425 394

The ratio of automobile

. 341 421 1,079 1,814 2,580 3,286
accident

Internal control,
computational error, 8,925 8,595 8,796 9,973 10,273 | 9,964
and others

LA 38,862 39,614 | 44,327 | 46,976 | 48,537 | 47,768

Source: Financial Supervisory Service.

3. SATT Z=HH Lot

o=

20104 o|%F 58 9= ¢dUmE S| ot A=43S AT = sk A=
=2 ST 2ES S8 ARRHAIE ARl EAHE /NE105ks T A&
Aoz I AAE 33l sk THole Eoal o] bigt 544 Azl A
SER G A=A 8 S

A, edgble AEE ISl SAAEE =5t ArRe] dEEE
ZAZ|IL APgE] ot BAAA Y B 28 =¥ 5] ffRt 54
20109 ErdgiA| R(AIA RS O] FAESHA], RIesiA], & 5 vle)E A
Hsto] FAeE] ARk 1D 201 1R EE EduHlg 34|

o] w2 ARl & (AR ] FHESHA, MLsiA] A4 vl), Zede #

of

i

9) AT slol=ztel AB(06. 6), BHAIS| Far- Aol Bk 74 AY(09. 12), &l
2 A AAC12. 9), AR JBK 16, 4).

10) Bl Aol B3, Agd9d w9, RETRT A4S AR oA vl 5.

11) 28459 2245 (2010. 5. 19).
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(Table 5) The misselling cases of variable life and its portion in life insurance

Classification FY06 FYO7 FYO8 FY09 FY10
the number of cases 1,175 1,472 3,291 2,819 2,418
portion 56.1% 50.9% 61.6% 46.9% 47.9%

Source: Financial Supervisory Service.

AR Ao St} B2 olf, MR Bl gFoldA FAlo] £ /4
Y e, BEAR] FAVF 55 A shelstA] efal wistely] mizol
WsIGIE. ool HaAt Ho S Zoleial WA RY SebdutiE ogsty] flst
AAH 712011, 1. 24 A1)2 E3l A D2 =Yt
ERE Bebdutlo] 7isAol w2 ARl WHE FHAIE RAE FHIE B9
.14 APdo S8 A= AIAE 0] Ao = 57 HASE A AN 28 B3] 5
9, gt 7hs/do] 2 e el X Hesl] it ARgH o7 vl &

Y
ftfo
N

£
mfi

12) 287=9 BxAE(2011. 7. 7).
13) lgﬂit HEE(2016. 8. 18).
14) 287=9 BeAE(2014. 8. 6).
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Aok Th 48R} DS YA 4= Sl vt nidsto] AP ES Sieich. &
2 ZEgngo] 9ol A doz HAHRoA 519 g o

mig 724 9115 7L e AES wrf S 218 Bf Qi) ofHet 2X=

2
N
Jr
Sk
¢

i

AR, T Z2A| ) ERARIE YA 5 e TRt ZiAERE vt &
=

H2IAL] 4:H1A} oA FFAIE B/ds), Ao iRt AR oY, vt Y
A A S ST/ AR ol SOl 10) TR Aol =0l whE BARA
A58t JAuSAE ] diet vjAE MY, 2ARA HRE g7 A, sieE
v HUEy ATHE Ao}, HARY v|AEEay - 52 Wt vhdst
ATF.17) ol2Rt B oS f1 Bt AAEES HAKE stoig AR

of

YA, T2 ARAANEAL & o Qe AREEA] 9 BaAld 5o HisiM e 1ol
A7 1o w2t B 2ol tis) AFRAIE FHsH3:18) 8ol of=lo]
A, QAAIE SARE SollM B dsol EtPdEs 4 1 o] ARjEes o
< g = Qlvks HollA Ake]E] efRtef it QFe] G2 asklttal 7T

A, e Alme] ZRAdeIs ASAE tisl QA S92 Tl Al=E

AR 5 AAZ A= Freolih Bue SHde=

*
N
N
=<,>L_‘,
)
>,
rlok
L
f

g AsdozH FAES Eoletl 7|ofat ke Hol AnAHE S S ffjt JRoz

o|2t Z2 TRt kol e Eokal @A EeAtdolA e e} ol ds] EAgst

15) @YEgEREe 32 FRHS Eeds BEAAAEdT 12 (3.75%)qe] F2Eo] A%
AAEoR 29l 99, AF AL A] FAEZo|8o] 1%HZE FEsi= AR u|olx] 9,
AL FERAET A9 7RIGA] 32 dAZ9e & v 98 &

16) 8459 BEx2(2014. 4. 9).

17) 28459 EexE(2017. 1. 20).

18) 284=9 HExE(2011. 9. 27).
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Ao = EEEE TAA7]7] 't ikt 2 94 AH|XHCustomer) SH
oA F=tt vl=te] FEHEF WS OJFSt AFE A EL] o] 28X} STHA FJEH]|
S Sslolet] A2 5= = AREIZEE Aot tho & A ZH(Product,

Channel)ollA =g W3t J=3t 30 ARIE 1, vAEo R JA 9 ==t
(Company, Supervision)oﬂ AAFES AlEE 4 Qs G229 o4 A AER &

o, R} AR detet S0 SEAHI i AlEE AAISEaLAY _1

1. 2H|X} 2H: S8Hw] o|F =t At

JI)|I

F=olA FeEFuZol theh =07t 2A 2 07 o|Fo|R|A| ARRE 22 FAl w83t
=42l FSAZF 20009 119 “¥I29] okegk olg7|o] AFA £9)(A Cycle of
Disadvantage?: Financial Exclusion in Childhood) & Y H#stHA R Eolt}, & Xl
A(FSA, 2000)+= BRI thEH Y] 7P & ol F=E 4] ZJol7} ofyet -841419] Aol
UCHL B3 Z4dS tido g o gausyto] BIF AXE sad 4 Q= WRtolzal
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20099 1371 5, 20139 1770 =2 SUTHCEE, 2014).

F=ollA Euhl= Al 7HA] AR G0l A=At HA] 19900 AaEhd
Hli(pension misselling)7F FA=IACE. 7|9 A HRAAFTO= SiFoh= 28A 2
A)(contracting out)°] 1988\ =Y & ujRie] K445k AR 9 AHzo] WAYstIch
AaEddumE 459 sheto] &4o] 'AESIloH, o]% F=ollil= 19959 14
H Soft A4 Hard HAI2 SASHo] 738k=ict.19)

= WA 599 BTl =2 R IAAFFHIE R IE(MEDP: Mortgage endowment
policy) A=l I T2 FAATE AHAIA LA flot Ebdu7 3
Agstod 279 ThE=9] &4o] TA¥sISIt) AlE 501 Lloyde FARIAIE A2 2254
2ol FA] 8L FSARHFH 44,000 1720 tisf 19 6315u8RH mh=o] Has Hat
it 191 A (precipice bond) FARE A= FeFA] oo T EduolA=
49} 5340ma} Tho.C 22]o] HhgEIIT)

Al A 532 200082 H-9oto] BT 8 o] HAUH AR AFES
B3(Payment Protection Insurance: ©[5} ‘PPI' 2 §holtt. PPl HENTA AR,
Y AL, Al9] =0 2 QI5lo] AFA1S] HEE-E AISoA] 61 E A% o5 H&
o7 WA F= AGEYolt o] 4EE 2= 87189 tES S4loke aHo= &
-85 Eilis, 2012). PPl E2-wu) o] A w7} v 4lztsto] duj HpA|A1S HSHA]
7= AR Zgsilth. PPI9] Edvile HAl BdvholA AA|she HFO]
20079 2%(1,8327)01141 20119 51%(104,5977) = 7okl A=+ LAl PPIo] sy
i SAE A Hdetk o= QI3 KA AT 5o= Fsior Y &4 oF
1509 oh2== oF 27290l Hr.
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19) Soft BANA e ‘% & gEiFolr HU, Hard SAME 29 992 585
geolof sl= Ao ZoE|qirt
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oA AgEAAFY A, AFEFY 61 1014 379 10] F SARI
Ao g Hud vF A1k £AI7F &5 HAAOA vl A%t olfrE 545k
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adviser)E9] £A| o3 tiFE Tk Zor ERIEHT. 7= 7 SEAIF
(churning)®] ZAIE ZJ=_t A= HA Sk
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20139 749 195E] AlFsIh sig 22 1149 0|92 sk S8HA|e] iR
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FSAE o Sdutnl7} JYsiAl=Alol toto], Humo] 24 FAMS A&k
tt. Oliver Wyman©] 19918 ¥=H g o]el AR YEHASAS|0] A&t Hio
ofshd, F= BAZE AT 20029 191 st oF 177 2392 EHASS 7150
U JAS0Al R/dES BHidt & lmo] AEHH HHEAAS Hiks Zos By
et ©lefl Lobo-Guerrero(2013)9] A7oll4%= BAZE A&t 3 24 oujof 80%7F 1
A Bhe 24 ZAPE SRS Tes d]lolEal Heth

71 A3} RDR(Retail Distribution Review)of| &Jaf] Av]|A A|Fe] LZE AH[A} A
A TRlelA| F= WA= M EAt 20131 187 FAGASEA Hside
22=F(commission) B4 ZA]5}1 AR F (fee) BT A H|AS Al ZSHA =t vd
HEQ} DL FARE HAIZ A WA EUSHA E ]l

ol%o] AME Hi, HXGAA Y] el His] didl= 3784z Hriskal ok
Europe Economics(2014)°1 25, At S4 2] 4 Al&{product bias)o] 7H4x5t
AL B Qe £, 201349 o] w2 R AES F8w A4tk ¥ aR A
FY o= SV Zo® UeRth ES A AIE| BT Aol o] Ayfxles
20139 o 2 i F-Ho] ofuzt 7HAT A S Aol FA=EITL 2
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(Table 6) Summary of Proposal and Measures for Consumer

Classification Proposal Measures

‘Changing the chairman of
Financial Literacy  Education
Commission from vice chairman
to  chairman of Financial
Services Commission

‘Involving the National Assembly
in the mandatory process

Mandatory financial

Consumer . .
literacy education

‘Inducing insurance companies to
simply products by an entire
investigation

Simplification of

Product .
insurance products

‘Differentiating channels by
products, and enforcing

Supplier Channel differentiation maintenance service system for
policies not maintained by

Distribution and enforcing 3 .
; . financial planner, so-called
maintenance service L
orphaned policies

-Strengthening  trail commission
for maintenance service

P . . ‘Reforming channel maintenance
Qualification] Maintenance education &

of financial |for financial pl d education and introducing
planner an i 1 ially f
lanner licence renewal icence renewal, especially for
P GA,
Ban on conflicted ‘Banning conflicted remuneration
Commission remuneration and such as volume rebates, bonuses
enlargement of trail and soft-dollar benefits and
commission enlarging trail commission
Supervision Strengthening churning | -Tightening  sanctions  against
Churnin sanctions and twisting or churning
& lestablishment of churning| -Standardizing churning sanctions
standard between tied agent and GA

‘Introducing internal control of
GA such as reducing and
Internal |Strengthening the internal| mediating complaints, protecting
control control of GA personal information, and
setting standards for financial
planner appointed




[ 130 [EEEEEER IR

T

A& “E37gas Aol et FAAA Ry, SEeEE, 15-143, 20006.

(Translated in English) D.H. Kim, “Regulatory Framework Direction for
Unfair Financial Transactions”, Weekly Financial Brief, Vol. 15 No.
14, 2006.

497y, “F=oll YoiA PPIRIFRESE ) 59 thati b Aol 71 AR,
AYHE, #1264 13, 2015, pp. 270-271.

(Translated in English) W. G. Kim, “Some Lessons from the UK Major
Scandal on the Misselling of PPI", Journal of Business Law, Vol. 26
No. 1, 2015, pp. 270-271.

AAE, A5, 9, PR S H(GA)l oz A At AIFEE F
Aloz” BB 4874, 2010, pp. 35-62.

(Translated in English) J. H. Kim, H. S. Kim, D. S. Choi, “An Exploratory
Study of Life Insurance Independent Agencies: With Emphasis on
Business Strategies’, Korean Insurance Journal, Vol. 87, 2010, pp.
35-62.

AT, EA EFEAAAS EARE T S AT, ol =4, S3YHEERAA, 2017.

(Translated in English) C. H. Kim, “Problems and Future Tasks of a
Transient Insurance Planner’, Issue & Point, National Assembly
Research Service, 2017.

bR, AL, "HALAAL oA 813 HRE AL WY, RAFEAT, A28¢H Al4
2, 2017, pp. 3-33.

(Translated in English) C, K, Ahn, S, C, Jung, “An Exploratory Study of Life
Insurance Independent Agencies: With Emphasis on Business
Strategies’, Journal of Insurance and Finance, Vol. 28 No. 3, 2017,

pp. 3-33.



LHAIES S 2lot BEdE S2AFTI 24 A 131

FE7, A1, “EAE B Brlek A", KIRI S|2E, 43935(2018. 2. 20),
B3 AT, 2018, pp. 1-15.

(Translated in English) C, K, Ahn, I, Y, Jung, “Evaluation and Proposal for
Misselling of Insurance Product”, K/R/ Report, Vol. 439(2018. 2. 26),
KIRI, 2018, pp. 3-33.

A EAEAANS] APkt HHSAe] BHA", KIRI FRE, 442
$(2018. 4. 9), H¥AT-Y, 2018, pp. 1-8.

(Translated in English) C, K, Ahn, I, Y, Jung, “The Aging of Life Insurance
Planners and the Challenges of Insurance Companies”, K/R/ Report,
Vol. 442(2018. 4. 9), KIRI, 2018, pp. 1-8.

, RHRESES 9% fAEEAEIAS] F247, KIRI BEE, 44535
(2018.5.21.), REATLY, 2018, pp. 1-8.

(Translated in English) C, K, Ahn, I, Y, Jung, “The Importance of
Maintenance Services for Consumer Protection”, K/R/ Report, Vol.
445(2018. 5. 21), KIRI, 2018, pp. 1-8.

FEA, A, A, “FEEFEAN S AE W ST 247, YA, 2011.

(Translated in English) C, K, Ahn, J, T, Hwang, S. M. Seo, “A Study on Life
Insurance Solicitors’ Business Activities and Job Satisfaction”, KIRI,
2011.

olA, BFY, "HIAR] AFE A1 Wote] Wit A, BYAPLATL, A|18H A3
<, 2007, pp. 3-35.

(Translated in English) S. J. Lee, J. Y. Jeong, “A Study on Measures to
Enhance the Reliability of Insurance Industry’, Journal of Insurance
Development, Vol. 88 No. 3, 2007, pp. 3-35.

A5, HYAEO] EAver BATE A4 AR, dAlE2E8|RY At
A, A3HE 235, 2011, pp. 113-174.

(Translated in English) S. K. Chun, “A Regulations and Case Studies



HEISYT H29H HBS

Dealing with Misselling of Insurance Products’, Yonsei Global
Business Law Review, Vol. 3 No. 2, 2007, pp. 113-174.

AR, SRR 9, BAR 2 AAAERY, ARy, 50135, 2015, pp.
34-49.

(Translated in English) S, C, Jung, “Current Status, Problems and
Improvement Plan of Financial Insurance Education”, General
Insurance Magazine, Vol. 561, 2015, pp. 34-49.

_ L HIARY AAgh IS 913 s gA s JRARY, f7RES R, 573
3, 2016, pp. 108-117.

(Translated in English) S, C, Jung, “The Measures for a Sound Development
of Distribution in the Insurance Market’, General Insurance
Magazine, Vol. 573, 2016, pp. 108-117.

B8P, T HAAR] AFE s Al HRY, RAKAT Review, 34T, S64=
g, 2011, pp. 27-61.

(Translated in English) J. Y. Jeong, ‘Improving the Reliability Level of

Domestic Insurance Industry’, Research Review, Vol. 34, FSS, 2011,

pp. 27-61.
ALY, oM, HIANE ESu AARIRE, 2007-2, ERNEY EEATA,
2007.

(Translated in English) I. K. Cha, S. W. Lee, “Improvement of Misselling of
Insurance product”, 2007-2, KIDI Research Center, 2007.

GR1AL, “EbAu = Qg B A HAQ A v w AT, TAHAE S Y, 2008.

(Translated in English) J. J. Hwang, “Study on Cancellation Requirement of
Insurance Sales due to Incomplete Contract’, Korea Consumer

Agency, 2008.

AIST, “FoFA Post-Implementation Review”, AIST and ISA Joint Submission,



AHRIHSE QJ5t HBIALT Sobdml 24 Az 133

2017.

APPG, “Financial Education & the Curriculum”, All-Party Parliamentary
Group on Financial Education for Young People, 2011.

ASIC, “Future of Financial Advice: Best Interest Duty and Related
Obligations, Regulation Impact Statement”, 2012.

ASIC Report 413, “Review of Retail Life Insurance Advice”, 2014.

BIS, “Customer suitability in the retail sale of financial products and
services”, 2008.

CEE, “Survey of States: Economic and Personal Finance Education Our
Nation's School”, Council for Economic Education, 2014.

Eilis Ferran, “Regulatory lessons from the payment protection insurance
misselling scandal in the UK,” European Business Organization Law
Review, Vol. 13, 2012.

Europe Economics, ‘Retail Distribution Review Post Implementation
Review”, 2014.

FSA, “Final Guidance - Risks to customers from financial incentives”, 2013.

__, "A Cycle of Disadvantage?: Financial Exclusion in Childhood”, 2000.

John Lowry, P. Rawlings, R. Merkin, Insurance Law: Doctrines and
Principles, 3rd ed. Hart Publishing, 2011.

Lobo-Guerrero, ‘“Uberrima Fides, Foucault and the Security of
Uncertainty , /nternational Journal for the Semiotics of Law, Vol. 26
No. 1, 2013, pp. 23-37.

Tiner, John, “UK’'s Financial Services Authority Advices Industry On
Definition Of MisSelling”, www.mondovision.com, 2003.

http://news.mt.co.kr/mtview. php?no=2018080614522175100&outlink=1&re
f=http%3A%2F%2Fsearch.daum.net (Money Today, 2018. 8. 7)

http://www.fss.or.kr Press Releases(2010. 5. 19, 2011. 7. 7, 2011. 9. 27,



H33ZT RPOH ABS

2014. 4. 9, 2014. 8. 6, 2016. 8. 18, 2017. 1. 20)
http://www.ftc.go.kr Press Releases(2013. 4. 15)
http://www.ftc.go.kr Letters(2013)



AHRIHSE QJ5t HBIALT Sobdml 24 Az 135

Abstract

The purpose of this paper is to propose the measures reducing the misselling
of insurance products for protecting consumers based on them which have been
recently devised in the UK, the US, and Australia. In order to reduce the
misselling in Korea, we have implemented various supervisory policies such as
disclosing the misselling ratio, adopting the suitability rule, improving the sales
process, and changing the commission payment structure. As a result, the
misselling ratio is steadily declining, but consumer still feels the damage caused
by the misselling. On the consumer side, mandatory financial and insurance
education in the UK and the US mitigate information asymmetry and helps to
reduce incomplete sales in the long run. In terms of product sales, the UK's
Retail Distribution Review (RDR) reform and Australia's financial services reform
were effective in reducing the misselling through structural reforms in the
insurance market, including a reorganization of the pay system and upgrading
channel expertise. The proposals are as follows: First of all, the financial literacy
education should be mandatory at school, which is carried out by the National
Assembly and the financial authorities as the UK. Second, as product and
channel reform, it is necessary to simplify insurance products, differentiate
channels by products, and enforce maintenance service system for policies not
maintained by financial planner, so-called orphaned policies. Third, in terms of
supervisory side, it is necessary to reform channel maintenance education,
clarify the legal basis for improving the commission system and the sanctions

against twisting or churning, and strengthen the internal control of GA.

% Key words: misselling, consumer protection, insurance product,

distribution channel, churning, GA
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