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(Table 1) Retirement pension adoption and enrollment rate by business size(in 2022)
(Unit: business, persons, %)

Adopted Enrolled

e 000 remad | ST Sl e e

business (B/Ax100)| workers ) (B)  |(B/Ax100)
Total |436,348 1,594,649 427,757 | 26.8 |6,948,108/12,281,2136,533,830 53.2
(Ratio) | (100.0) | (100.0) | (100.0) (100.0) (100.0) (100.0)
Under 5| 97,147 | 874,426 | 92,172 | 10.5 | 173,195|1,317.302| 156,188 | 11.9

(22.3) | (54.8) | (21.5) (2.5) 10.7) (2.4)
5~9 132,709 396,649 | 130,569 | 32.9 | 511,198 | 1,494,534 | 449,092 | 30.0
people | (30.4) | (24.9) | (30.5) 74 | (122 | 69
10~29 | 134,676| 233,115 | 133,514 | 57.3 1,217,950 2,230,181 (1,083,976 48.6
people | (30.9) | (14.6) | (31.2) (17.5) | (182 | (16.6)
30~49 | 29,771 | 40,605 | 29,648 | 73.0 | 563,704 | 920,304 | 521,285 | 56.6
people | (6.8) 2.5 6.9 8.1 (7.5 (8.0)
50~99 | 23,609 | 29,111 | 23,496 | 80.7 | 746,248 |1,150,153| 701,905 | 61.0
people | (54) | (1.8) | (5.5 107 | 4 | 107
100~299| 13,302 | 15,175 | 13,241 | 87.3 1,063,033 1,470,808 1,013,667 68.9
people | 3.0) | (1.0) | (3.1 15.3) | (12.00 | (15.5)
300 | 5134 | 5568 | 5117 | 91.9 (2,672,780 3,697,931[2,607,717 70.5
or More| (1.2) | (03) | (1.2 (385 | (30.1) | (39.9)

Source: Complied Statistics Korea Press Release (Dec. 19, 2023), 2022 Retirement Pension
Statistics Results
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(Table 2) Contribution by plan types
(Unit: 100 million won)

DB DC : AP —
Vear Business Individual Total
Amount R(i/zl)o Amount R(i/zl)o Amount R(i/zl)o Amount R(i/:[);o

"05 64 39.3 61 3741 39 239 0 0.0 163 -
'06 | 5,020 | 66.3| 2,006 |26.5| 508 | 6.7 | 33 | 04| 7,568 | (7,405)
‘07 | 18,276 | 66.3 | 7,033 |25.5| 1,315 | 48 | 927 | 3.4 | 27,550 |(19,982)
08 | 45,818 | 69.3 | 16,141 | 24.4| 2,688 | 4.1 | 1,474 | 2.2 | 66,122 | (38,572)
09 | 100,519 | 71.7 | 29,833 | 21.3 | 3,762 | 2.7 | 6,134 | 4.4 | 140,248 | (74,126)
10 | 209,826 | 72.0 | 51,530 | 17.7 | 5,395 | 1.9 | 24,720 | 8.5 | 291,472 |(151,224)
11 | 375,394 | 75.2 | 81,070 | 16.2 | 6,093 | 1.2 | 36,610 | 7.3 | 499,168 |(207,696)
12 | 496,987 | 73.8 |119,555| 17.8 | 6,641 | 1.0 | 50,277 | 7.5 | 673,459 |(174,291)
"13 | 606,573 | 72.0 [169,114|20.1| 6,940 | 0.8 | 60,368 | 7.2 | 842,996 ((169,537)
'14 | 755,277 | 70.5 |232,782|21.7 | 7,268 | 0.7 | 75,358 | 7.0 |1,070,685 |(227,689)
"15 | 863,356 | 68.3 |284,273|22.5| 7,655 | 0.6 |108,716| 8.6 |1,264,000((193,315)
"16 | 996,205 | 67.8 |341,898|23.3 | 8,149 | 0.6 |124,046| 8.4 |1,470,297 |(206,297)
"17 |1,108,903| 65.8 |413,970|24.6 | 8,653 | 0.5 |152,822| 9.1 |1,684,348|(214,051)
18 1,211,669 63.8 |487,445|25.7 | 9,275 | 0.5 |191,873|10.1 /1,900,262 |(215,914)
'19 11,380,245 62.4 567,920 25.7 | 9,937 | 0.4 |254,000|11.5 2,212,102 |(311,840)
'20 11,539,363| 60.2 |661,151|25.9 | 10,744 | 0.4 |344,167|13.5 2,555,425 |(343,323)
'21 |1,715,284| 58.0 763,979 25.8 | 11,601 | 0.4 |465,009|15.7 |2,955,873 |(400,448)
‘22 1,918,745 57.3 |834,114| 24.9 [ 12,360 | 0.4 |576,238|17.1 3,358,935 |(403,062)

Note: () indicates year-over-year increase in reserves (new premiums + investment income)
Source: Financial Supervisory Service Press Release, Pension Finance Division, Retirement

A

Pension Accumulation and Operation Status at the End of December 2017; Financial
Supervisory Service, Accumulated Retirement Pension Funds (~June 2016) ;
Financial Supervisory Service Press Release (2019.4), Retirement Pension
Accumulation and Operation Status in 2018 ('17 onwards); Ministry of Employment
and Labor/Financial Supervisory Service Press Release (2020. 4.6), Statistics on
Retirement Pension Contributions in 2019; Ministry of Employment and Labor Press
Release (April 5, 2022), Statistics on Retirement Pension Contributions in 2022;
Ministry of Employment and Labor/Financial Supervisory Service Press Release
(April 17, 2023), Statistics on Retirement Pension Contributions in 2022
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(Table 3) The status of | contributions for the enrolled workers (in 2022)
(Unit: Persons, 100 Million KRW)

Number of people |Amount of the fund| Fund per person
Retirement | Annuity 32,566 50,639 1.55
benefits Lump sum 424,902 104,474 0.25
receivers Total 457,468 155,113 0.34
Retirement Retirement
pension ) 6,948,108 3,358,935 0.483
renrolled pension
Withdraw” 49,811 17,429 0.35
Leakage of RD
the pension L 986,847 138,605 0.14
fund termination
Total 1,036,658 156,034 0.15
IRP out of 3,004,192 71,000 0.0236
pocket

Notes: 1) Calculated by dividing the sum of KRW 1.742 trillion in withdrawals and KRW
13.8605 trillion in cancellations (KRW 15.6034 trillion) by the number of
withdrawals and cancellations (1.03 million)

2) The annual contribution amount for additional contributors to the Individual
Retirement Plan (IRP) is KRW 7.1 trillion, divided by the number of IRP members
(300.4 million) (using data from the Ministry of Employment and Labor and
Statistics Korea)
Source: Compiled from 'Statistics Korea Press Release (Dec. 19, 2023), Retirement Pension
Statistics Results for 2022'; 'Ministry of Employment and Labor-Financial Supervisory
Service (July 2023), Statistics on Retirement Pension Contributions for 2022
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(Table 4) Individual retirement plan(IRP) transfers and terminations
(Unit: Persons, 100 Million KRW, %)

IRP transfer IRP termination
Number of
Y
ear transferred AL G Number o Amount of terminated fund

transferred fund | terminated account
account

15 | 784,530 | 106,649 | <1,359) | 717,155 | (91.4%) | 94,699 | (88.8%) |<1,320)
16 | 788,389 | 106,801 | <1,355) | 739,807 | (93.8%) | 105,762 | (99.0%) <1,430)
17 | 779,187 | 114,529 | <1,470) | 749,625 | (96.2%) | 100,726 | (87.9%) |<1,344)
18 | 836,944 | 124,825 | <1,491) | 845,943 | (101.1%) | 108,470 | (86.9%) |<1,282)
19 | 844,123 | 138,982 | {1,646) | 864,801 | (102.5%) | 112,463 | (80.9%) |<1,300)
20 | 858203 | 151,670 | <1,767) | 842,821 | (98.2%) | 110,521 | (72.9%) [<1,311)
21 | 913,201 | 176,274 | <1,930) | 865,116 | (94.73%) | 116,888 | (66.31%) |<1,351)
22 | 984,362 | 201,266 | <2044) | 986,847 | (100%) | 138,605 |(68.86%) [<1,404)

Notes: 1) { is the transfer and termination amount per person.

2) () indicates the percentage of terminations based on the number of terminated
people (fund) compared to the number of transferred people (in fund).

Source: Statistics Korea Press Release (2018), Retirement Pension Statistics for the Second
Half of 2017 and Annualized, p 21; Statistics Korea Press Release (2019.12.27),
Retirement Pension Statistics as of 2018, p 21; Statistics Korea Press Release (2021),
2020 Retirement Pension Statistics Results, p 21; Statistics Korea Press Release
(2022), 2021 Retirement Pension Statistics Results, p 21; Kang Sung Ho (2020),
Implications and Limitations of IRP Transfer of Retirement Benefits, KIRI Report,
Korea Insurance Research Institute
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(Table 5) Returns by schemes and investment methodology by years

(Unit: %)
Area Category DB DC/Business IRP | Individual IRP Total
15 2.11 2.38 1.76 2.15
16 1.68 1.45 1.09 1.58
17 1.59 2.54 2.21 1.88
18 1.46 0.44 A0.39 1.01
Total '19 1.86 2.83 2.99 2.25
20 1.91 3.47 3.84 2.58
21 1.52 2.49 3.00 2.00
‘22 1.51 Al1.21 N3.14 0.02
15 2.10 2.39 1.86 2.14
16 1.69 1.90 1.46 1.72
17 1.48 1.63 1.19 1.49
Principal-gu| 18 1.54 1.72 1.28 1.56
aranteed ‘19 1.74 1.94 1.52 1.77
20 1.74 1.69 1.27 1.68
21 1.45 1.28 0.97 1.35
22 1.79 1.94 1.78 1.83
15 2.65 2.34 1.22 2.18
16 1.43 A0.52 AN0.56 A0.13
17 5.54 7.11 6.64 6.58
Performanc 18 N0.25 A5.52 A5.38 AN3.82
e-based 19 3.88 7.63 7.51 6.38
20 4.89 13.24 11.95 10.67
21 2.85 7.34 7.32 6.42
22 A5.08 A16.92 A16.27 A14.20

Notes: 1) Weighted average return on reserves after total expenses, principal guarantee
includes standby funds
2) A means '-'

Source:

Complied Financial Supervisory Service Press Release,

Retirement Pension

Contribution and Operation Status in 2016; Financial Supervisory Service Press
Release (April 2019), Retirement Pension Contribution and Operation Status in
2018; Ministry of Employment and Labor/Financial Supervisory Service Press
Release (April 6, 2020), Statistics on Retirement Pension Contribution and
Operation Status in 2019; Ministry of Employment and Labor Press Release (April
5, 2021), Statistics on Retirement Pension Contribution and Operation Status in
2020; Ministry of Employment and Labor/Financial Supervisory Service Press
Release (April 17, 2022), Statistics on Retirement Pension Contribution and
Operation Status in 2021
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(Table 6) Variables and Assumptions

Category Assumption Explaination
- 38,542 USD per year based on median worker
Farned wage in 2022 (OECD, 2023)
income -4.15M KRW - 49.78 million KRW per year ($4.15 million per
month) at the base exchange rate of 1,291
KRW
- The statutory (realistic) income replacement rate
for National Pension is based on the 40-year
-New member: membership period, but 25 years is added to
enrollment 40yr(25yr) account for realism.
period -Existing member: | - Assume a 10-year remaining enrollment period
Sy.stem 10yr for workers with an average age of 43.4 years
Variables (Ministry of Employment and Labor Statistics
DB).
- Assume 25 years to account for life expectancy
Pension after retirement (age 60)
Priod Ly(10yr~20y) - Assuming a 10-20 year defined term annuity in
sensitivity analysis
- Based on the current statutory retirement
Contribution | ¢ 400 20 . benefit of 8.3% of an
rate 8IUOIILIN) | _ Assuming you add 1% to 3% out-of-pocket
contribution
Wate growth 3.0% - Use Ministry of Labor, Employment and Welfare
Economic| Inflation 2.0% - Financial Supervisory Service (2023), Fifth
Variables National Pension Financial Estimation
Invriiir?;m 3.0% (2.0%~6.0%) Assumptions

2) 248

(1) BRIt ==Xt
A5G AT ST B ) A5 S ol AdOR IAF FL 7)R
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(Table 7) Income replacement and leakage rates by pension benefit type

Average pension Monthly Replacement
Category amount period benefit prate”
(M_KRW) (Month) (M_KRW)
_ Annuity 1.55 300 51.67 12.5%
Retirement =y um 0.25 300 8.33 2.0%
benefits
Total 0.34 300 11.33 2.7%
Withdraw 0.35 300 11.66 N2.8%
Funds IRP 0.14 300 4.68 AlL1%
leakage | termination
A1.2%
Total 0.15 300 5.02 (AS5.2% ~ 76.5%)

Notes: 1) Calculated as the income replacement rate based on the original contributions =
{contributions/period of service (25 years)]/12 months}/average monthly earnings
(KRW 4.15 million)

2) * Leakage income replacement rate due to withdrawals and terminations, assuming
an average of 4-5 job changes over a lifetime

2) @ BHAT 7RI eEidAhe] A5HAE

SEA AR 242 @ HA T RS o= 2ARE AolH, of7jole H
=

2913 7}9A1Eo] 1710 B FAT o] A] S I3t H AT
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%A CE 6)0] utet & AT heIRte] B el 43,4410 AR 4R Tfslel
2517 glow, ojSo] 1 A 108z 4 gio] HAATE HYsls Roe
sfo] AETIAES FsHAch

webd The: (I 8)0] 7AYol @ HH9 AR 43 447 A Sl
& oJujste], AHgAL Rero] agole} Hel Beo] R E/hdelolo e sk %
o AL 43,44 o) B AV 108 HEske AR e B9 4o 2ol
o ojujghtt. Aol ARTNe SR 4e THHol] Y AdBHos Tt

-

il

o AFYLAL Oujste, ASHARS AEH AFYNS YPFAT 4159 YO e

o] AF=3h glolot.
(Table 8) Expected income replacement rate"
Pension Fund(M Won) Annuity(M Won) Income Replacement rate ‘
Category Fund Fund | 1 | Fund Fund | 1o | Fund Fund | 1o
(Current)?| (Future)® (Current)?| (Future)® (Current)?| (Future)®
Retirement |/ or11 4 133) 8954 161 138 208 39 33| 72
Pension
IRP 1,138| 2,719| 3,857 3.8 9.1 12.9 0.9 2.2 3.1
Total 5,959 6,852|12,811 19.9 22.8| 42.7 4.8 5.5| 10.3

Notes: 1) Estimated based on basic assumptions using a current retirement plan member
with an average age of 43.4 years old (monthly income of 415 million won) as a
representative individual (same hereafter)

2) Accumulated contributions means the average of the amounts accumulated by
current plan members up to age 43.4, comprised of employer-paid retirement
benefits and out-of-pocket IRP contributions (same hereafter).

3) Prospective contributions represent future contributions assuming 10 years of
contributions after age 43.4 until retirement. (hereinafter the same)

HA 71 7Rl diek &5 A e A EE v 2o HEds 7Y
AHHFZZARR] 53.3%)2] 71 gl 2Rt &5HAE2 3.9%!9), 1013t 7= §lo] &
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A9l ol A5HAES 7.2%%2 FEEUT T, IRP 37 Ak AA S2A19
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(Table 9) Assumptions for comparative statics

Future Contribution

Variables |Contribution rate Investment return oead Annuity period
Initial 8.30% 3.00% 10yr 25yr
value

9.3%~11.3%
Changes | (Increasing by
1%p)

2.0%~6.0%

(Increasing by 1%p) 15yr, 20yr, 25yr |10yr, 15yr, 20yr

Note: Assuming that monthly income of the participant is 4.15M KRW, Current Retirement
pension fund 48.21M KRW, IRP contribution 11.38M KRW, 3% wage growth, 2%
inflation, 3% discount rate

(1) gEs Hat

W EAEel 0] gEe Hoke F2Folott e FaL IRP F7hdHoo] 99=
FA =ttt @9 EEgo] HAEES 8.3% 4 1%pX 571 wivitt & 7HIRHEZ-2
FFAD) ASHAES 0.4%p S716k= 208 4=, IRP 7P49 & Qlsh HA¥st
+ 3.1%°] A5tiAle Filstd A 8.3% HUEE 2ol 10.3%% A-SHiAR&o]
HU8E 11.3%01M = 11.5%7H] S71oke Aoz 4=

(Table 10) Expected income replacement rate by changing contribution rate
(Unit: 10K KRW, %)

Contby Pension Fund(M Won) Annuity(M Won) Income Replacement rate
ontri
Rate Category | Fund | Fund Total Fund | Fund Totsl Fund | Fund Total
(Current)| (Future) (Current)| (Future) (Current)| (Future)
Retirement| /o511 4 133] 8054 161 138 208 39 33| 72
y Pension
83% 1 wmp | 1138 2710 3.848) 38 90| 128 09 22| 31
Total 5,959| 6,843(12,802| 19.9| 22.8| 42.7 4.8 5.5 10.3
Retirement| o)1 4 631] 0452| 16.1| 154| 315 39 37| 76
Pension
9.3% IRP 1,138| 2,710| 3,848 3.8 9.0 12.8 0.9 2.2 3.1
Total 5,959| 7,341(13,300| 19.9| 24.5| 443 4.8 5.9/ 10.7
Retirement| o011 5129/ 9950 16.1| 17.1] 33.2| 3.9 41| 80
Pension
10.3% IRP 1,138| 2,710| 3,848 3.8 9.0/ 12.8 0.9 2.2 3.1
Total 5,959| 7,839|13,798| 19.9| 26.1| 46.0 4.8 6.3 11.1




VAo ESZ8MT M35H H1S

Retirement
Pension

IRP 1,138] 2,710| 3,848 3.8 9.0/ 12.8 0.9 2.2 3.1

Total 5,959| 8,337|14,296| 19.9| 27.8| 47.7 4.8 6.7/ 11.5

Note: Contribution rate 8.3%, Future contribution period 10 years, Annuity period 25 years
‘Current’ means fund that are already contributed, ‘Future’ means fund that will be
contributed

4,821| 5,627|10,448| 16.1| 18.8| 34.8 3.9 4.5 8.4
11.3%

(2) THt284-E Hs}

A8 52 EX AT} RP 57 AP wo] FFe v|XIct. Aik-8400%
o] 3%l 4%=2 F7IHH & 7RSS 54 ASUAES EFFodo] ¢
0.3%p(=7. 5%—7.2%), IRP 271l 9l8f 0.2%p(=3.3%-3.1%) Z7F510] ¥ 10.8%2] &
EdAES 22 5 9 A o2 BRItk EZ|dF AKE-80E0] ITIdFe] Ak
B9 B0l Eohs 6% VA 7IAE B ERAFTOERE 7HE 5 e F A5
Ale 12.2%71HA] Aag 202 ok

(Table 11) Expected income replacement rate by changing investment return
(Unit: 10K KRW, %)

Pension Fund(M Won) Annuity(M Won) Income Replacement rate
Return | Category Fund | Fund Total Fund | Fund Total Fund | Fund Total
(Current)| (Future) (Current)| (Future) (Current)| (Future)

Retirement| 1] 4133| 8954 16.1| 13.8] 298] 39/ 33| 7.2

% Pension
3% IRP 1,138/ 2,710/ 3,848 3.8 9.0/ 128/ 09 22/ 3.1
Total 5,959| 6,843|12,802| 19.9| 22.8| 42.7 4.8 5.5/ 10.3
Rf;“rer.nem 4821| 4559 9380 161, 152 313| 39/ 3.7 75

4% ension
IRP 1,138 2,989| 4,127 3.8 10.0| 13.8 0.9 2.4 3.3
Total 5,959| 7,548/13,507| 19.9| 25.2| 45.0 4.8 6.1] 10.8
Retirement | o>11 5.038| 9859 16.1| 168 329 39 40 7.9

59% Pension
IRP 1,138| 3,303| 4,441 3.8/ 11.0/ 14.8 0.9 2.7 3.6
Total 5,959| 8,341|14,300| 19.9| 27.8| 47.7 4.8 6.7| 115
Retirement | o)1 5576/10,397| 16.1] 186 347 39 45 84

6% Pension
IRP 1,138| 3,656| 4,794 3.8 12.2| 16.0 0.9 2.9 3.9
Total 5,959 9,232/15,191 19.9] 30.8] 50.6 4.8 7.4 12.2

Note: Contribution rate 8.3%, Future contribution period 10 years, Annuity period 25 years
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(3) 28712t

HE717E EZ| AT RP 571 AP mo] 93 vjdict & & 7R 2514
e =5 A=  HHAF GR7IREE 10904 15902 584 =9 7FRIAHEL 5
A AEQAES iG] 98] 1.7%p(8.9%-7.2%), IRP F7hdol 23|
1.1%p(4.2%-3.1%) S7F5tod F 13.0%7H4] S71zkct. gi7I7te] 534 S7kohe A
P A4S HFF ASHAES 1.7%p(7.2%—8.9%—~10.5%—~12.2%) S5,
IRP 712 25 1.1%p(3.1%—~4.2%—5.3%—6.4%)3t01, 25E7F 718 0.
2 HYY 49 AA 71202 AEAIEo] 18.5%(10.3%13.0%—15.8%~18.5%)7}
A ¥ 4 UE ACRE At FElokd dRIzE 19 Sl wet Hgos
0.34%p(1.7%p/54), IRP 742 0.22%p (1.1%p/59), A= 0.54%p(2.7%p/5
W) 37Fok= AoE 44t

(Table 12) Expected income replacement rate by changing contribution period
(Unit: 10K KRW, %)

Future Pension Fund(M \Won) Annuity(M Won) Income Replacement rate
Contrib’ Category | Fund | Fund Total Fund | Fund Total Fund | Fund Total
period (Current)| (Future) (Current)| (Future) (Current)| (Future)
Retirement| o011 4 133 8054| 16.1] 13.8] 298 39 33| 7.2
Pension
10yr IRP 1,138 2,710/ 3,848 3.8/ 9.0/ 128 09 22 3.1
Total | 5959| 6,843/12,802| 19.9| 22.8 42.7| 48 55| 103
Retirement| /o911 6200/ 11,021] 16.1] 207| 367 3.9 50 89
Pension
L5yr IRP 1.138| 4,065 5203 3.8 13.6] 17.3] 09 33| 4.2
Total | 5.95910.26516,224| 19.9] 342 54.1 48 82| 13.0
Retirement| o011 ¢ 957113.088] 16.1| 27.6, 43.6) 3.9 6.6 105
Pension
20yr IRP 1,138| 5,420/ 6,558| 3.8 18.1] 219 09| 44| 53
Total | 5.959|13,687/19,646| 19.9| 45.6| 655 4.8/ 11.0] 15.8
Retirement| / o)1110334/15.155| 16.1| 344 505 3.9 83 122
Pension
25yr IRP 1,138| 6,775| 7.913| 3.8 22.6] 264 09 54 64
Total | 5.959/17.109/23,068] 19.9] 57.0, 76.9] 48 13.7] 185

Note: Contribution rate 8.3%, Investment return 3%, Annuity period 25 years
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(Table 13) Expected income replacement rate by changing benefit period
(Unit: 10K KRW, %)

Benefit Pension Fund(M Won) Annuity(M Won) Income Replacement rate

) Catego
Period 9oy | Fund [ Fund [ | Fund [ Fund [ - [ Fund | Fund
(Current), (Future) (Current) (Future) (Current)| (Future)

4,821| 4,133] 8,954| 16.1| 13.8| 29.8| 3.9% 33 7.2

Total

Retirement
Pension

25yr IRP 1,138] 2,710| 3,848| 3.8/ 9.0/ 128/ 09 22| 3.1

Total 5,959| 6,843112,802| 19.9| 22.8| 42.7 4.8 55| 103

Retirement
Pension

20yr IRP 1,138| 2,710| 3,848| 3.8/ 11.3| 15.1| 09| 27| 3.6
Total | 5959 6,843(12,802| 19.9| 28.5| 48.4| 4.8 69 117
15yr |Retirement| 4,821| 4,133| 8,954| 16.1] 23.0| 39.0 3.9 5.5 9.4

4,821| 4,133| 8,954 16.1| 17.2| 333 3.9 4.2 8.0




SIS ASTHE 55

Pension
IRP 1,138| 2,710| 3,848 3.8/ 15.1| 18.8 0.9 3.6 4.5
Total 5,959| 6,843/12,802| 19.9| 38.0| 57.9 4.8 9.2 139

Retirement
Pension

10yr IRP 1,138| 2,710| 3,848 3.8| 22.6| 264 0.9 5.4 6.4
Total 5,959| 6,843112,802| 19.9| 57.0/ 76.9 48| 13.7| 185

4,821| 4,133] 8,954| 16.1| 34.4| 50.5 3.9 83| 12.2

Note: Contribution rate 8.3%, Investment return 3%, Future contribution period 10 years
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(Table 14) Expected income replacement rate by changing contribution and
benefit period
(Unit: 10K KRW, %)

Contrib/ Pension Fund(M Won) Annuity(M Won) Income Replacement rate
Benefit | Category | Fund | Fund Fund | Fund Fund | Fund
priod (Current)| (Future) V| (Current)| (Future) et (Current)| (Future) Vg

o (|Retirement] ) oh) 4133] 8954 161 138 208 39 33| 72
C:10yr | Pension
B:25yr | IRP | 1,138] 2,710| 3,848 3.8 90| 128/ 09 22| 3.1
Total | 5959 6,84312,802] 19.9| 22.8] 42.7| 48] 55| 103
‘ Retirement| /0711 6200(11.021 16.1] 25.8| 419 39| 62 101
C:15yr | Pension
B20yr | IRP | 1,138| 4079 5217| 3.8/ 17.0| 208 09 41| 50
Toal | 5959]10,279/16,238| 19.9] 42.8] 62.7| 48| 103| 15.1
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Retirement

. , 4,821| 8,267(13,088| 16.1| 459| 62.0 39| 11.1} 149
C:20yr | Pension

B:15yr IRP 1,138| 5,438| 6,576 3.8| 30.2] 34.0 0.9 7.3 8.2
Total 5,959|13,705(19,664| 19.9| 76.1| 96.0 48] 18.3| 23.1

o |Relrement  gr1110,334]15,155| 16.1| 86.1| 1022| 39| 208 246
C:25yr | Pension

B:10yr IRP 1,138| 6,798| 7,936 3.8| 56.6/ 60.4 09| 13.6| 146
Total 5,959117,131123,090| 19.9]| 142.8| 162.6 48| 344 392

Note: Contribution rate 8.3%, Investment return 3%
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Abstract

The expected retirement pension replacement rate is as low as 2.7%. We
suspect that early withdrawal and termination of retirement pension impede
retirement pension benefits from being the source of retirement income. This
paper estimates the income replacement rate of retirement pensions after
stopping pension contribution leakage and improving the investment return of
retirement pension funds. The results show that when there are no early
withdrawals and terminations, existing members can have an income
replacement rate of 7.2% from their retirement pension. Also, if an employee
saves more through IRPs or if the investment return of the pension fund
increases to 5%, the replacement rate could reach 11.5%. If the employee
works ten more, the income replacement rate from the retirement pension
becomes 23%, which means the total income replacement rate, including the

national pension system (35%), could be about 58% - near the OECD average.

% Key words: Income Replacement Rate, Pension, Retirement Pension



