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Qo 4] A 4] ()0 oJako] AFERF GMIBE o] §5t0] T3k P-GMIBE 2} 4
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Case Exponential 25 AAA 2 71250 X|2
Casel 0.20% 0.21% 0.23%
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Case3 0.00% 0.00% 0.01%
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Case2 1.87% 1.99% 2.08%
Case3 1.21% 1.29% 1.32%
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Rt SA Al e 283 7] AuE 2854 9 -5} H| sk Casel
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(2) P-GMSB CIZtz==2A
ok (3 11) & FAJo]&0] A2l E2] 95%2F 90981 -9, oFA] AR E 100%
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Case2 2.08% 2.59% 3.19% 0.51% 1.11%
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Abstract

If IFRS4 Phase 1II is adopted, various options and guarantees embedded
in insurance contracts should be valued in the light of policyholder
behavior. In this paper, the research on the valuation of interest rate
guarantees was performed focusing on guaranteed minimum interest
benefit(GMIB) and guaranteed minimum surrender benefit(GMSB) embedded
in interest sensitive whole life products with dynamic lapse rate models.

The research shows that higher guaranteed minimum interest rates for
GMIB and pricing interest rates for GMSB result in higher values of
GMIB and GMSB, respectively. When applying dynamic lapse rates,
GMIB and GMSB are lower than those with basic lapse rates. This is
due to the dynamic lapse assumption that lapse rates decrease when
guaranteed account value is greater than actual account value. If
dynamic lapse rates decrease, GMIB and GMSB decrease, since the
financial burden will be deferred to the future period. The sensitivity
analysis for crediting interest rates shows that lower crediting interest
rates result in higher values of GMIB and GMSB. In addition, lower
mortality rates lead to higher GMIB and GMSB.

The analysis results imply that GMIB and GMSB for the existing old
products with high guaranteed minimum interest rates and pricing
interest rates could be financially burdensome to insurers in a low

interest rate environment and under IFRS4 Phase II.

* Key words: International Financial Reporting Standards, IFRS4, interest
rate guarantee, dynamic lapse rate, Guaranteed Minimum

Interest Benefit, Guaranteed Minimum Surrender Benefit,
GMIB, GMSB
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