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(Table 1) Fixed Interest Whole Life Product for Analysis

This table shows the detailed insurance contract of the fixed interest whole life
product (FIWL) to be analyzed.

Classification Contents
Product type non-participating FIWL
Sex | Age | Face amount | Issue date Pat};rrnrrelnt Prfl}elglzrcllt
l\ﬁggil male | 40 | ¥100 million | Dec 2002 20 years monthly
Premium | ¥205 thousand | Current reserve on Dec 2017 izi:ﬁ%
Assumed interest rate 5.5%
Expected mortality rate the 3™ life table
Acquisition (al)f 30/1,000 ostf face amount in the 1% year
(@2): 110% of 1% yearly premium
Expense during payment |(81): 1.5/1,000 of face amount each year
loadings | Maintenance term (82): 4.5% of paid premium
after payment term | (83): 0.5/1,000 of face amount each year
Collection |during payment term|(r): 2.0% of paid premium

U 2EdEsd S4Ee

d

(Table 2) Interest Sensitive Whole Life Product for Analysis

This table shows the detailed insurance contract of an interest sensitive whole life
product (ISWL) to be analyzed.

Classification Contents
Product type non-participating ISWL
Sex | Age | Face amount Issue date |Payment term Payment
method
l\sco)icftl male | 40 | W100 million | Dec 2010 20 years monthly
. , Current reserve on Dec 13,532
W )
Premium 208 thousand 2017 thousand
Assumed interest rate 3.75%
Guarantees minimum guaranteed interest rate: 2.5%
Expected mortality rate the 6™ life table
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Acquisition 30/1,000 of face amount in the 1% year
Expense during payment term (Bl)f 1.5/1,000 o.f face z}mount each year
Joadings Maintenance (82): 4.5% of paid premium
after payment term | (83):0.5/1,000 of face amount each year
Collection | during payment term | (7): 3.0% of paid premium
2. 7P4

7)o ARG ARlA 1 9 ok 7P thet U

7. A

£ o170 ST AR E 1S HBAJEAINE Fzslo] Age] FEAYE ol
(Table 3y2] A= £5h8S Folo] T8 71902 AAg3I%T

ﬂl

(Table 3) Mortality Rate Assumption

Below claim rate is multiplied to the corresponding mortality rate of the 8th life table.
Policy term | 1% yr [2 yr| 3 yr| 4" yr |5 yr|6" yr| 7" yr 8™ yr| 9" yr| 10" yr |11 yr+
Claim rate(%)| 44 | 71 83 87 90 92 94 95 96 98 98

—_

£ dorls BEAGEA(2016)5 Fxsto] off (Table 4)9F Zo] HIGAIE F41
H39o| A sixjg IS ARESISIT

(Table 4) Lapse Rate Assumption

Policy year 1% yr 2" yr 39 yr 4" yr 50 yr 6" yr
Lapse rate(%) 17 18 12 10 9 8

Policy year 7 yr 8" yr 9 yr 10" yr 1" yr 12" yr+
Lapse rate(%) 6 6 5 4 4 3

11) B371er(2016), EIARAEA.
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£ 472 9l off (Table 5)9} o] ALJelel et 7192 2g31iek

(Table 5) Expense Rate Assumption

Acquisition Direct commission 40% level of acquisition loadings

expense Other indirect expense | 40% level of acquisition loadings

Maintenance expense 70% level of maintenance & collection loadings

2t A2HEE(C00)

B A7) 7JBEAS Q5] RP Y RA A& A ALE= AEH|RE(CoO)S AAF
JHAE=(K-1CS)12) =Y ZLLol|A AAeE 2 5% 718519t

u}, oJA}&

A9 7N ARBEE RIS v, B B Al fiolo] WA] 20174 12¢
T APolA HEE w7 1dollA 2087H4]9] a4 oA 712 TS 2
“gojgitt.

ez A(LP)2 K-ICS =PZSM g 24S I H-85to] 32bpE 7}
“gotadrt.

HABALY] - Dut SIA Hhego] S18E L QA ghom AHEES A0 59
A = ASAHES TS ARFE 0= IS 5= glo] I 713t SR HEE Fo1]
7} 47 gt weba] B ol A= off (Table 63 o] 20179 AASFHH )
=8 oIRES AMESte] A olAkEe] KpolQl HA| ARALHE(TRS)E V7

20974 A3t 53bpE 71g 5ttt
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(Table 6) Yields of KTB and Non-banking Financial Bond at The End of 2017

(Unit: %)
Bond maturity Tyr 2yr 3yr dyr Syr 7yr 10yr | 15yr | 20yr
KTB yield 1.86 | 2.09 | 2.15 | 2.31 | 2.36 | 2.46 | 2.48 | 247 | 2.46

Non-banking
financial bond

206 | 2.31 | 250 | 2.66 | 2.83 | 2.90 | 3.17 | 3.45 | 3.50

Credit spread 0.20 | 0.22 | 0.35 | 0.35 | 0.47 | 0.44 | 0.69 | 0.98 | 1.04

ES Y AR SA 9 A=A AE AR SAECl3 A A8-E(g)
= 40%= 75

90| 7HISS BB UNE 1, L, 1 of 4 (14) L &) (159 2ol HIZ 2 ek

i
l‘
%

1, = 1y + 320p+ (53bp — 32bp) X 40% = r;+ 40bp 149

77] 209E 235K 7I7ke) olxkg A4S 24317] 8l Smith-WilsondHE A
&sto] 771609 71 d==I(UFR)E 4.5%% 71gsto] 2437] oxR&7IR2E it
H(extrapolation) 28 BA5190H 1,000702] 8% (Risk-neutral) ZYAUEL
= A183519IT} 13)

B oJ7Loj| A= Hull-White 1-factor B&< 7|8k0.& o]akg AU QS Ak&slal &
Aol o] AltE] Q9] 90%E 7HE5HTE

<
HI
1z
my
H
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R—TVCV>100% <1 75 IFRS 17 %3t A] HFARA7} APE=H|FE} A
Al Hol S 71 0= Agstolof shar, Rithe] 3% [FRS 17 Agk A] FA7F A%
THIEETH 2| o] BA7F hAsHA] B2 ofngi.

_1v
R=TVCOV= (16)

7F 3775k osm
20179 1290 B AR FVHSHL 1V, BARE 9 7HHS 48slo] A7
Hale] CSME AHESt A3k= ol (Table 7)) Tt
(Table 7) CSM Based on Fair Value Approach

This table shows the contractual service margin(CSM) based on fair value approach for

whole life products to be analyzed.
(Unit: ¥ thousand)

Classification FIWL ISWL

. ECF 34,602 11,477

RN RP 1765 1212

FV 36,367 12,689

Fulfillment BEL 35,172 11,774

cash flows RA 1,592 1,143

(IFRS 17) FCF 36,764 12,917
CSM (=FV - FCF) -397=) 0 -228 =) 0

£ AT Ao w2 24
EEch HBAE CsME Aot
V Ak A| B 3IAL] A7) 418918 5 A5
Z Al @RIE r; Bt F 8bp woHAA EHol FI7h Aoz

Aol WA CSM g2 B 022 4F
FVe} FCF 7¥9] AolE TAI7 = 8712 A4,

2ol PPIFL /M QAL 1, 0] FOF AL
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(Table 8) R— TVCV at IFRS 17 Transition Date

This table shows the results of insurance contract liability under IFRS 17 and gives a
comparison with the current policy reserve for whole life products to be analyzed. The
R-TVCV refers to IFRS 17 insurance contract liability over the current policy reserve at
the IFRS 17 transition date.

(Unit: % thousand)

Classification TV cVv TV-CV R— TVCV(%)
v [ 36764 | ov | 34035 | 42729 108.0%
FIWL FCF 36,764 | V, 34,035
osSM 0| DAC 0
w1297 | v | 1353 -615 95.5%
WL e 12917 | V, 13,532
csM 0 | pAC 0

A AP CV)S EEFRA] HAEHE(V,)oIA vl FZAIAFR(DA C)

£ A3t SR EHleE Qulshs 2z BAIF A2 AR dFgelrtE, AHANEE
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o OVe] Zpo] FARI 2,729 919] F71 B Fgo] sk 2 0& A =it BhH
SAEF SAEAARE APErIF0] aFgolE 3.75% T HAAEFOlE 2.5% oV
9] ZAlol& F & FHoE AP LR ARG Qlot FFo| AR Zom iy A
UE A aTE A=) IFRS 17 A A] R— TVCV7E95.5%= 61599 H.4) &
o] WAYsl= A& mlotHt.

ESH AT = $ATHS F80kHe A = QXIAAEY O F A3 o]
T Zto] AF7|7te] sfigohs nl g FAE QlAlstoof sht, 377 S 28 A
§ CSMO] 09] Fro2 Z7=o] IFRS 17 A Al £Afjofl F7H4Q1 JFe T4 Gkt

of# (Table 9)%} (Table 10) IFRS 17 FAXEE R— TVCV 4 dPFHF
(CV)T}E] ZJolE F9 YRIHEE B3t ATH4HE YepRdct.

(Table 9) Variation Factors of R— TVCYV for FIWL

This table shows the key variation factors between IFRS 17 insurance contract liability
and the current policy reserve and also each impact on R-TVCV for FIWL.
(Unit: % thousand)

Classification Insurance contract liability Difference R—TVCV(%)
v 34,035 - 100%
i) Others 34,160 +125 +0.4%
ii) Lapse rate 34,177 +17 +0.0%
iii) Expense rate 32,988 -1,189 -3.5%
iv) Mortality rate 21,537 -11,451 -33.6%
v) Discount rate 35,172 +13,635 +40.1%
vi) RA 36,764 +1,592 +4.7%
v 36,764 +2,729 108.0%

che S S P ARIER A38) BEEIEF obd A HBEAR e WRA

FEOl A=Y RHER WUISHEE AFTE Az Qlsto] FA7E oF 33.6% A4

o,

149) IFRS 17 A% A RFAARANTVE 453 F G0 APRIIHCVUY ol 2
LT )
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S "ot ERF A FHE(CV) AR Al 875 o IFRS 17 FAE7IE 98l =
Folojof 1= JFRA(RA) 7t BTFE B} OF 4.7% Z7F5hH, ¥R ogAldH]
te] ABAIGRE 7Hgo] Wl Wt oF 3.5% FAP T fashs Ao R FAEII.

(Table 10) Variation Factors of R— T'VCV for ISWL

This table shows the key variation factors between IFRS 17 insurance contract liability

and the current policy reserve and each impact on R-TVCV for ISWL.
(Unit: ¥ thousand)

Classification Insurance contract liability Difference R—TVCV(%)
cVv 13,532 - 100%
i) Others 13,505 =27 -0.2%
ii) Lapse rate 13,533 +28 +0.2%
iii) Expense rate 10,414 -3,119 -23.0%
iv) Mortality rate 8,807 -1,607 -11.9%
v) Discount rate 11,476 +2,669 +19.7%
vi) RA & TVOG 12,917 +1,441 +10.6%
v 12,917 -615 95.5%

FEATY FAEF] A ool 3.75%2 Y TR1E Xfolof whE H A RRA
Z7h &3} oF 19.7%013L FH olPANEES] Al63] ABYPE tiu] FY AFGE X0
2 QI3 B 7H4 A} oF 11.9%= 2AECE E3HTVOG ¥ RA 7H antg B
7} 9F 10.6% 7okt RIh=E H Aljulgo] Wola] A7 oF 23.0% HAgtct.

=24 E ] S A5 SAEHY] R— TVCV XolE H|wshd F2dsd &
AR O] Afgo|Zhg tiu] Y LIS A FEHP R ol R— TVCV T7HE
ol Jid o &1, FE|ATH FARHN= A63] FAIFRIT A8 o] ST
o] A335] AFBPRECE AFLE A EIZ IS R— TVOV HAE GA] ZhAstoich
ESH FEAEE SAEHY o] BERHAVIT 2 BEA|7to] SRRt
7It0 2 RA H ARJHIE Bt 247 34 e 2108 B4l
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(Table 11) Sensitivity Analysis by Net Application Rate(g) for FIWL

This table shows the results of sensitivity analysis by changes of the net application

rate(g) used to determine discount rate of fair value calculation for FIWL.
(Unit: ¥ thousand)

Classification g=100% Base(g = 40%) 9=0%
FV 35,571 36,367 36,868
FCF 36,764
csSM 0 0 104
TV 36,764 36,764 36,868
cv 34,035
R—TVCV(%) 108.0% 108.0% 108.3%
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(Table 12) Sensitivity Analysis by Net Application Rate(g) for ISWL

This table shows the results of sensitivity analysis by changes of the net application

rate(g) used to determine discount rate of fair value calculation for ISWL.

(Unit: ¥ thousand)

Classification g=100% Base(g = 40%) 9=0%
FV 12,208 12,689 12,991
FCF 12,917
csSM 0 0 74
v 12,917 12,917 12,991
cv 13,532
R— TVCV(%) 95.5% | 95.5% 96.0%
U AR E(Co O] BE NRERA

FV A&
149} 2t}

CoC = 6%21 7
orol} el
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(Table 13) Sensitivity Analysis by CoC for FIWL

This table shows the results of sensitivity analysis by changes of CoC used to calculate

fair value of FIWL.
(Unit: ¥ thousand)
Classification Base(CoC=5%) CoC=6% CoC=T%
FV 36,367 36,721 37,074
FCF 36,764
CSM 0 0 310
v 36,764 36,764 37,074
cv 34,035
R— TVCV(%) 108.0% 108.0% 108.9%
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(Table 14) Sensitivity Analysis by CoC for ISWL

This table shows the results of sensitivity analysis by changes of CoC used to calculate
fair value of ISWL.
(Unit: ¥ thousand)

Classification Base(CoC'=5%) CoC'=6% CoC=1%
FV 12,689 12,931 13,174
FCF 12,917
cSM 0 14 257
v 12,917 12,931 13,174
cv 13,532
R—TVCV(%) 95.5% | 95.6% 97.4%
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(Table 15) Sensitivity Analysis by Lapse Rate

This table shows the results of sensitivity analysis by changes of lapse rate assumptions.
(Unit: ¥ thousand)

Classification Lapse 25% down Base Lapse 25% up
— v 36,268 36,764 37,038
R—TVCOV(%) 106.6% 108.0% 108.8%
v 12,631 12,917 13,141
ISWL
R— TVCV(%) 93.3% 95.5% 97.1%

2 AgolAgo] me WERA

glof JEHAI AAo|AHgo] 7] 207k ABH O 0,5%4 Skt E
< 9171 7)uke] FREn| (V)L WaiA grort, A7bE7} Flete] Hek A BA(TV)
TRRgol - wiziekA s,

of] (Table 167} o] Tejebdd SARTE APgolA1go] 0.5%p st T 353t
= 7% IFRS 17 A% A| FA(TV)7F 5=l R— TVOV7ZE 282 10.2%p 57+ E=
0.2%p FATT. Tt FelIER0] A9 HARZolE ATk Qlsje] APgolAhe slet
Al R— TVCV7E15.9%p S713It Wiz Aol A% Alole R— TVCV7}
8.5%p Taslo] 22 sl A] 24 W50] ¥ A Uehhs A & % 9.
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(Table 16) Sensitivity Analysis by Risk Free Interest Rate

This table shows the results of sensitivity analysis by changes of the interest rate curve

based on Korea treasury bonds.
(Unit: ¥ thousand)

Classification r; = 0.56% Base(r) r; + 0.5%
v 40,225 36,764 33,617
FIWL | ¢V 34,035
R— TVCV(%) 118.2% 108.0% 98.8%
v 15,075 12,917 11,767
ISWL | oV 13,532
R— TVOV(%) 111.4% 95.5% 87.0%
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(Table 17) Sensitivity Analysis by UFR

This table shows the results of sensitivity analysis by changes of the ultimate interest
rate(UFR) for generating discount rate curve.
(Unit: ¥ thousand)

Classification Base(4.50%) 4.20% 3.90% 3.60%
Vv 36,764 37,053 37,344 37,636

FIWL
R— TVCV(%) 108.0% 108.9% 109.7% 110.6%
v 12,917 13,271 13,634 14,003

ISWL
R—TVCV(%) 95.5% 98.1% 100.8% 103.5%
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(Table 18) Different Types of Whole Life Products for Sensitivity Analyses

This table shows the detailed insurance contracts for sensitivity analyses of different
types of FIWL and ISWL.

. Assumed/Minimum : Premium
Classification Issue date e — Mortality rate table (# thousand)
- policyl | Dec 31, 2007 4.0% the 5" life table 213
policy2 | Dec 31, 2012 3.5% the 7" life table 217
ISWL policy3 | Dec 31, 2004 4.0%/4.0% the 4™ life table 235
policy4 | Dec 31, 2014 3.5%/2.0% the 7" life table 218

() Z=ENM A

wel2Pd @] - ot (Table 19)9F o] afgol&o] 4.0%R1 MAT=RA i Aok
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R Ajo] wpe ofolgo] WobdsE IFRS 17 Ak A] B4 Fgo] 3451 o
Jol8o] 4.0%ETH W2 FE|EHd FARFA ] 4L IFRS 17 AFY FEA7} @Y
o B} Zopx|E 2 0= s

N

FH]

(Table 19) Sensitivity Analysis for Different Types of FIWL

This table shows the results of sensitivity analyses for different types of FIWL.
(Unit: ¥ thousand)

Classification Base Policy1 Policy2
v 36,764 20,864 8,031
v 34,035 20,578 9,056

R— TVCV(%) 108.0% 101.4% 88.7%

ofgfl (Table 20y} Zo] F2|AEH SAIEAA ] thet ¥R 2} ofgol&
2 XA BZ0|g0] 4.0%E Y AKpolicy3)Q] R— TVCVE= 100.1%2 7]28A]
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(Table 20) Sensitivity Analysis for Different Types of ISWL

This table shows the results of sensitivity analyses for different types of ISWL.
(Unit: ¥ thousand)

Classification Base Policy3 Policy4

TV 12,917 30,970 3,923

v 13,532 30,925 4,128

R— TVCV(%) 95.5% 100.1% 95.0%
VI, &
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gzud o AF-E01B A (Non-performing risk) 5 HI7iHES K-ICS 37123
< 7128 deslolo] AoJsiSitt. webA IFRS 17 A Al 347 2185171 f1siA
HASKF A4S S ZoRE APr-Eol3Adn EEAKRAS] vt XevdS
S5l Az v]dE AEske ol tigt o FAIAR] A7 22 FlolH.

IFRS 170014 8]-&s}al Q= AP wef Xgk A] CSMo| tEA 4A=E 4= 2

fifo

B SAFY EE TAHINE A8sk 9ol SN Aot 19 2 B
WAk HU AkUOR Fsle] B712 5 Q7] o] BAAKIIE IFRS 17
AR ARSI AL A 51 BRI AL R AR B ARt

A o]F vl =} goll FHRt Fe vIAA Hrt. 7o AdERt HekyHof ofs)

AR 7KE 5t Hlesle] Azkle] olojoz Qg oA mlF oL AT 4
9 Zolck, Wit ASiet Ao Q1) Hek A CSME A AP A 9ol
Aela o5 AFHAL] Ao] F7to] ATAEE AMEL, vl F71dele] Aol 7
3o] BjAte] ] oS tobal Zolek. ofefet TelN HBele] MBPHL
BRA] Hel Solol Fa3t QaES nXA B FolnE P TYMS HIE %

SRl iRt A=t ol FoiRd Z]Hel.

L
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Abstract

Using the fair value approach for IFRS 17 transition, this study directly
computes the contractual service margin(CSM) and the insurance contract
liability under IFRS 17 for representative Whole Life product contracts, and then
compares them with the current reserves. Because a non-performance risk
should reflect the discount rate used in fair value approach, the fair value at the
transition date is lower than the fulfillment cash flow under IFRS 17, and so CSM
is equal to zero. As a result, IFRS 17 liability of the fixed interest whole life
insurance contract(5.5% of the assumed rate) is increased by 8.0%p compared to
the current reserve, but IFRS 17 liability of the interest sensitive whole life
insurance contract(3.75% of the assumed rate and 2.5% of the minimum
guaranteed rate) is decreased by 4.5%p at the transition date. This study also

carries out the sensitivity analysis for changes of main variables.

% Key words: IFRS 17, Fair Value Approach, Non-performance risk, Whole

Life Insurance Contract
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