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(Table 2) Non Entity—specific assumptions(reference Co.)

Non entity—specific parameter

Rationale

over 1

(99.5%

required

* Confidence level interval

year) for determining capital,

together with the Cost of capital rate, on
which the MVM is based

Not a driver of cash flow profile,
Constant cost of capital rate can be
applied across all cash flows (see
Appendices for rationale)

that
correlations,

* Assumptions about risk factors are
identical for all insurers (e.g.

volatilities, distributional assumptions)

Assumptions about risk factors that
are identical across companies (e.g.
correlations between major equity
indices and interest rates) should be
harmonised to improve comparability

across insurers

* Risk-free yield curve and other financial
markets assumptions that determine option
valuation

Financial markets hedging costs for
a given liability are identical across
all insurance companies

19) IASB(2007) EoF
20) IASB(2007) &gt 58-62
21) CRO Forum(2008) pp. 12-13,

34((e) exclude entity-specific cash flow)
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(Table 3) Entity—specific assumptions(reporting Co.)

Entity—specific parameter

Rationale

* Quantum and composition of required

capital in respect of non-hedgeable risks

The evaluation of the financial cost
liabilities should be
context of the
insurance company’'s own portfolio

of meeting
assessed in the

of risks

* Expenses

Expenses are driven by entity specific
cost structure

* Lapses

Behaviour specific to liabilities being
valued

* Underwriting results (expected frequency
and severity of P&C claims, timing of cash
flows, mortality and morbidity assumptions)

* Underwriting results specific to the

risks in the liabilities being valued

. glAduld ArEe)

(1) HELEZE

b XR2HISEZ Yl Hlw

A 7Hs 3t $1 el ek MvME A 5Hs Mol w2914 24 (quantile or
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E3) 7} v)g] Axd SCRS =451 v
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Solvency 115}o)| A @] B2 7}of] Taho] A3} 1L, @34 et al. (2016¢)-2 IFRS 17
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TE HY AFEL =1 - wA2014), FEZE et al. (20157 QA et
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g ole S B A A e E S 5ol
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(ii) PHEHH]-§-

(i) A& A A o] <]

ol A AeE Al 7HA] T 24 BFE7F MVM Alktell ARE-E CoCcE 25}
o] =R = =th A7 gl AT MVM A4 A A Q)= 7] wjie] 7]
EA}EH]-E(the base cost of capital)> A| 2] E|ojoF gt} CoC= HdY FAjjof] A
g Aagk ks mg Abdat I E 2 AT vhedshA] ekt o4t A
2] o] o](expected economic profit)> W2 AIAFYE F3F 7R 2= S LY
= AlAICF7HA] (franchise value)ol] tigh 7| dfj4=2]S& §FQG e}, AlA|9F71A o gk
7102 ARG 7FA B 7ol Al aref wofof shmf KA o] 37kl AL of Al
ARE-E| = B A RS ZFR A ol A= a e =] A] grofof gt

el MVM A4 IS A= mFake]E(frictional cost) 8] 1/4d & AFE 1128}
W ok w8 Th2 o) A 7HA] @' A

(i) ©]Z}A|H]-8-(DTC: Double Taxation Costs)

ol

(i) A FA 7 v]-8(FDC: Financial Distress Costs)
25) TolAE olafY HeE F7] Hste] AEUEES VAR F@StLA} Tt
TFolA HFHOE k= FQl MVMO| HEE= AEH|EES AHEHEER
AAsta wpz|garA oA gk g2 npEAEH|G-ER EHSL, CAPMOA ek
ZrS CEC(Cost of Equity Capital) 2 FE@AS}A} el H Ao A E3x35H= MvMo]| &
B ARHEES vPAREE] A ko] Bastal CECOlM = sHEFERA
o] Qs grojth, eyt B AF9 @2 oA = npEAHEH]&Eo|Y CEC7t AHE
HSER 33dE £5
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(iii) TH2] Q1 H]-8-(Agency costs)
HPA] o] o2 o] =7tel| A THA| =] wzel o] FahAu]-E-2 S5
A F7H1EoR IA=RE ast] ot o] FIA|H]-8-2 MCEV Al4te] =
Alo] EaL 7] wte nhEkn]g- 578 Al aLefE|ojof o 8 Aol

el Q) vlE-2 7 GAret F5= S AlofAtel FEArolo S <= Qlet. A
Al e A oejoll £ F-Holut Fref vt 5 71 HlE= di=<l

BOR QIAskaLA} gttt CRO Forumofl A= o 2| Q10|82 HA|=7kset Kt
AR AAF7EA ek g E G Gorel A AT VAol B S Ao R
AL 9Tk B CRO Forum©f| A<= (i) BEAZF A 52 227 e ol] Al A] 2|5
o] Ak LA R 7 S g dRlES oA B oAk
(surplus capital) o] £Z1E|3L (i) o]2 22 F7stol| A= 1H5E=2] 4=0] 73]
A3 A FSol BAHAE AT A O R Rod SEhivke A Ao
Aol Higt o -5 SEATI= B0l THE & AR ALY gl gedd
Hlg-o] A7 o2 A0 R Fstglnt. whebA nhE] g4 o A= vk g5 A
Abeh ff o2} Qlnlg-5 e skA] ebgkeh.2n o= ek i<l H]E-
o2 W E= 018314 CoCE k= 45 2

FARA CoCE KAkl el vbehv]gofl ek HAgo = QAR o
2 AR E AATE 4= 9l

A, AR AR AGAIA A %A (financial solvency)©] 2|9k
k. oA} A A 27 H]8- B AR ARSI (capitalization level) T %A &
ZO| LR WoALS] Ttk g pEo] ot s At 852 T wobd Aol

A, AR EES BEAE GAshs Aol wak Febd Aol o] g3kA
Hl-g-o] wopdas A2 g-go] Wobd Aot

AR, A2 B8 AFlERl (business line)ol| 7] 28FA] ¢F1 KAL) AhtH]
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(i) AREH]G-2 HAALY] A2 SppEo] oEqtthal 7Pt a5 HEARS] &
Bapas Uetls A85E, 2G5 B A A, GoC(EC,)E
EC, 0l t-g-%= nhEARL ] 852 YEPHTAL 7Rt

(i) F|AQAARE 432 SCRE HHFP/| 2 SH} Solvency ToA= SCR= EC, pin
o]H, o min = 0.995 °]c},

(iii) HFALS] AZF FA|A o] )T} &4 (annual P&L)S X2 YERN Y X+= F4F
VX5 7HR EC, = T8 A FAEAL B 9ol FE
E(rpo] A9tk AN BPsE elaa By o2 tehbs Xo et o
HFA) 2 Fat2 00]2hal 7tk wheba X o] Hat> EC,*rpolth X
o] ¥-544(0)> SCRY} EC, 2] ALt Al 285 540 )} FLsttt. whet
A X= MEC, -y, 018 225 TEth

=h

(2) olZ=MIHIZ

1[0, 00) 9] BE 7F5 3 g, 78 HAME, 1, Z WA olA7IZL f(2) 2
(EC, -1y 0/ /i) Q) SEAEGSET Fob|2 Geh B710L
o1 o 22 o] ZAAN89) A AETOR e 21 ch83h 2ol Lhera

ATt

2

4

EDTC(EC,)=T1 Ooa; - fz)dx (1)
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W2 o] SHAH G2 HHAR] @A o] AN/ SRl FE= EA &

. =

L
b Tkt baol 7128t glek Thaly|zkel WANE Al dael Aol

28) CRO Forum(2008), pp. 24-209] W& &8
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C7} SCRE T} Zrop A HE Z
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% sie

F01 2 FE4( )3}l A AFEH]E-(Cost of Capital) th2-3 2,

ot

0 , y< EC,— SCR
CoC(SCR) (y — (EC, — SCR)), y> EC,— SCR

£A(v)0] 2R 79 BEARY] AFRo| HAA PRl SCREC AHE A 5E 17
RS A7 A 7] ol AHEH]g-2 oolth. ey (vl BC, — SCR
Hrt 2 AS y— (EC, — SCR) 9] |2 2po] M astA =n o] ff 2gw=
HH] 282 CoC(SCR)0|Th o] oA BFA= Zo| % SCRuFEO] AHE
oh= o] JekaL 7gskaL Jloh

A5 2N 2] 7 A EDOE The T 2L Ao BT 4 Yc
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OIFIA G A A M 8-S AT b AL Pt

fljo

COC(EC;)ECL: T/mx - fz) dx

0

SCR
+ CoctSCR) [ (SCR= ) fp, (0) do

— 00

= EDTC(EC,)+ EFDC(EC,) 3)

A AR 7P A B 718 7HE AL scRo|ELE 94 o

&k ol |k, f (@) & N(SCR - vy, (0/ /t,,)?) A FEUE=GHpekar s

CoC(SCR) SCR = T/mx - () do

0

SCR
+ Coctser) [ (SCR= ¢ foen(e) do

— oo

= EDTC(SCR)+ EFDC(SCR) (4)

EDTC(SCR) n EFDC(SCR)
SCR SCR

CoC(SCR)= )

= PART 1+ PART 2 (0)
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(5) O|=TMH|E OFEXHEHIZE9| 7|AR9)

Ol FTHAHI & MPER RIS BL 4] (6] PART 18 ouslis AoR 0} ¥

ze ARE AH A" 5 ok X ~ N, (0/Vt)), uw= SCR - ry,
_ SCR X—u 72 15
7T 2575 o/ Vi 75 713

L gproscr)= / T F () da )
T 0
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p=SCR - 1 0= 2T o vjgistel gelsiu,

L EDTC(SCR)= SCR + vy~ SCR + vy » (=1, + 2575 + VT)

2.575% x rix (V/1)?

1 2
+ SCR - . .
"1 V2m - rp - 2.575 - NG ‘ ©)

() 7= 24.2%, r, = 2.32%, t = 100|2}aL 714 5}

%EDTC(SCR) = SCR - r; X 2.6493 (10)
_ EDTC(SCR) _ SCR><r;X2.6493
PART 1= SCR =7 - SR =0.01487 (11
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(i) 7=24.2% , r; = 3%, t = 100]2}a1 7143}

%EDTC(SCR)Z SCR - r; - 2.1816

PART 1=0.242 X< 0.03 X< 2.1816 = 0.01584

(iii) 7= 24.2%, r; = 4%, t = 10°]2}aL 7}H7g5HH

%EDTC(SOR) = SCR - r; - 1.7892

PART 1= 0.242 X 0.04 X 1.7892 = 0.01732
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F ABSHE A9olE W gl AaA Ase] 2Aste] AgelE A3k o
ey RABIAL] Beol ofstolof st AFAEZY HAAt] ofael ofat Aol

34) o, At 1S Al W S KIB) A ES ofet Zol Aottt 10wk
olE, 10 o4 209 wRkE 109 KIB 4=¢}&, 20\ o4 20'd KTB
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CoC(SCR) = PART 1+ PART 2
= (0.01487 + 0.0239 = 0.03877 (3.877%)

2. CAPMZ 0|2¢t A=

7). vlete) %
AEARA A A B (CAPMIE HAH $19 Q) vEre} 7| o420l & Apolo] 3
A Uerich, WiekghE B4 BA7|2AHE 71208 B 54 EA717H, 3,
i

5.10,20,25¥1 ) §2be] S-elutet Aol 2 o] 5te] 73

o|g3l7|7t & AR AL o] HEA
F74-2 CRO Forum(2008) ol A =33t WH4)& =857 2 git) &, 7]
©.2017 7|2AELE oY UE 511 TR V| FARE 29 UE it} 7} /]EAE
ohek A sEdzke] L glolE & o] &5ke] HlEkE S5t 7 =EY
BRG] ot tiat HlEgke® o]§-5kalA}; 3kt CRO Forum(2008) ol A= 71
A=E T INOMNDE At Bt vletE s7id B+t o7fd BotS 242
Bl sH A o] 8-5kar qlrh & Aol A= F 10719 712 AE(2008~2017)F A
g 8kaL KOSPI HH P F HloE| & o] &-sto] A skict. S-2uzte] A 71x 4
7ol whet wekghe] Ui ®lg/d o] Als7] wiiZol £4] Al 27 H| Eh(adjusted beta)

£ o] 85t= Ak T2 A 08 H]It)30 o]ef Zro] 15t (Table 4) 9] F WGk

2 o] 24 AEelh gr2 ob ANt 7= At} gk v el HFekel] Wl
disEgkoletar A7 4= Qlrh & AtollAl= 109d Ht o

H

o= Y= oy

LUMER:

)
ro,

.41

35) BA7|ZEA T B497)7b0] whet wERzko] 0.2djel A Lith7kA] Ut glo} wiEAlo)]
Aster.

36) ZAMERS nle) AR SolBo] A HF olBel £UT Ao

0 =

] ehe Abgol et
ArEE HEFZ A Adjusted HIEF = 0.67 X Raw HE} +

!
Aic,
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(Table 4) average beta

number of reference Beta Beta
years (raw) (adjusted)

5 year Ave, 0.48 0.65

10 year Ave. 0.73 0.82

1}, CECE] 4+&

£
e Fel S 2ok A0l B8-S F51H HTh CRO Forum(2009)0f A

3, obAloh B2 1ot Hat wlekgrel mlEe] 19262006109] A]
oA 2 Ao CEcE T §79) CECE Tohe A9 E
o v]5to) w0 el & ALgE AL HlolEl ] Aol 7Hs g 7]

717ke] 240l L o 83 A0 Belth CHOPSE QPAAS Tefshs o]

ahoae] Boleli FaA) 1952] 49 20008 WHE 31} sdRe] H9-

e 717ko® HoHe A (Table 5)olA] & 4= G150l AR HAje} MEA o
2 olsto] 47 ghe AR Halth Subate] GRS E o4

ZTHH CRO Forum(2017) 9| A AR8-H 80 7He] t]=; | o] | 1} Dimson(2003) 2]
HAA HlolEl o] AT o] 83 412 91 AoITh CAPM 58 v 28 A417}4

B§e olgal 4% HolE o] BTt} ARl B 0] 4877 Sof

37) CRO Forum(2008), pp. 56-62
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ufef CECe] o] ZA HEE - on R G o o] fhat ATt Bas A
o= e
(Table 5) CEC(Cost of Equity Capital)
Term Beta KTB 1 KB 3 KB 5 KTB 10
10 raw 3 1.13% 0.92% 0.73% 0.50%
adj 3 1.27% 1.03% 0.82% 0.56%
15 raw [ 5.96% 5.77% 5.61% 5.39%
adj 8 6.70% 6.50% 6.31% 6.06%
17 raw 3 6.01% 5.81% 5.62% 5.39%
adj 3 6.76% 6.54% 6.33% 6.06%
18 raw [3 N/A 2.00% 1.81% N/A
adj 38 N/A 2.25% 2.03% N/A
19 raw 3 N/A 4.18% 3.96% N/A
adj 3 N/A 4.70% 4.45% N/A
20 raw [3 N/A 5.10% 4.88% N/A
adj 8 N/A 5.74% 5.49% N/A
raw [3 N/A 2.39% 2.18% N/A
21
adj 8 N/A 2.69% 2.46% N/A
” raw 3 N/A 0.80% 0.61% N/A
adj 8 N/A 0.90% 0.69% N/A
23 raw 3 N/A N/A N/A N/A
adj 3 N/A N/A N/A N/A

3. 7|El 2y
7}, 8lA39] A|A71E (Market Price of Risk)

Solvency TTOJ| A A QAR VaR 99.5%0] STE]= grolth, &R 27 3
FHATY 0] HFEEE 7HYSHH SCR 2.575 - oot A& AFZ |4 (Sharpe
ratio) 2}l 3P A= 2|2 3.9] AJAF7}Z (market price of risk)-& WERHATE A7} &5
7B MVM= X\ - o 2 Uehd o= Qlth, wheba] H R 9] )29 A7t

Ag 73 4 olrk A §ES 78 4 otk

-

CMVM Ao A
CoCrate = ~orp™ = 55750 2.575




7122 o) g3hel Aestel So] nhel AL g-go] Sepii 2
So o]ol AR T ATFEES THET A = 01449 S A}

2ok o] wEt WA E A2 RE-Eo] v ol Zol Yehte A d

ek
(Table 6) CoC rate using market price of risk38)
Solvency Standard 99.50% 99.95%
Solvency Capital(as multiple of o) 2.58 3.29
Market price of risk 0.144 0.144
Implied CoC rate 5.6% 4.4%
U WACC
7199 8 AHE 2EAHE B, SAF, BEF So| EAaich A 4
X H]-8-(component of cost of capital)-2 0] &= EX YA o2 AES 25132 U

Hoksj|of h= AFEH]-8-2 oJu|sh | 7|53 - A}HEH|-8-(WACC: Weighted Average
Cost of Capital)2 A HE A2ZH]E-S A2 FAH &2 7B et g5 oJn| i)
A7) A E]g-0] WACC W24 7H S8t Mol A7| A28 8-8(R, )&
A Z7HABR L CAPM 5& F3 AT 4= Stk A7 S B A7
FA o] vE= R,2HAL P AREB[EE(Ropo)> thardt Aot 53 22
gt 7tz AFE e olAHE-2 RJIAE AAATE 2t Jleu g Bl
AR ]2 Al EFQIARE Bl G-of| A o] AHH]-§-2] W QIA|(T) &I ARttt
D

?

ARG 1| CRO Forumof| A ZF231aL Qe F22 8742088 5

oA A E7FsR Adoll Hiet EARES MVM A4l A arestofof gttt= Zlo]

38) CRO Forum(2008) p. 45
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th MVM A4RS: 913F A2 H[ 85 779 S50 YASHA 7] dizel ()
n) g 7Fx] 2] 7] 42 (expected return on franchise value)-2 A| 2] =] o] of B}1L (if) 3]
A7Hs3h 1) ME B AR folEo] ZF Wl 2% AEuEE
(CEC)o] &7} Sithd A @] =] ofof gict, mphu|-grlAluto] $jof g3t &= 71X
F- EgFekal QIA] 9Far capMol U 2] A8 AP A 52 MVM Al AL
< 93t AR H|g-Eo| obd F9] W (total return approaches)©] 7] wfj &of ]
ol shito] R gt AL 23 o B Qe wrebx] CAPM g

58 o] gate] ARu| B T A olA AT RG] g o] 2
a3 Zlolth
Qo Al QITaE ARu| B ToHe WY Bl AAR AHEE 4 Qs W

(Table 7) Estimation of CoC rate

Model Estimation of CoC rate
Frictional CoC 3.9%(FCoC rate)
CAPM 6.1%(CEC)
ZF WFR ol A LRt AR H] FAA = A A 2 gho] ofy L shgFx At A7k

7)
2745 stojof & Aotk CAPMZ 0|83 A B85 F7 ol A= CECof|A] aaF
27 stojof & Aol kAol A 7Fs e

B gdt= AAFY 7FA] (franchise value) 7} THIEA Q1 3F3F2 A o| T}, mpzkd]L-H1A]

$T A5 vpRR GBI A Az go] WaT Sloleh, 4ol o)
1= [e)

4z
g
2
i
z
~
)

2
1o
_\;
N

=

Ho ARG H (5o uE upzhH]-E-(frictional cost of carrying capital) & 2 A]
2! R PGS0l &, AR 2Y

of 27§ AR A EET A2 7t o] mEE o] g3lo] o} 4

39) CRO Forum(2008) pp. 15-16.

40) CHOPSQOODA M= WACCE HM3kA] g WHECR Hrlsn glon vpul g
43 CAPM 4o @ el cistel gt ik



AThAD whEhA To A AABH= A2 H]GES ST ghEoh AT
£ AlABh= Ao viA e Ao,

CRO Forum(2008) 2} CEIOPS(2009) ¥+Z o] w2 {3} HA| A 2] CEC F
74L& U 39 2tk CRO Forum 513 9] AA|A| At25 o]-g-3ko] AHE 5.06%2}
&5 3.81%8] CECE AlAISFAT. Z12{u CEIOPS= AA|Al 91 CEC Hatql AH
5.14%2} 5 4.18%%, 2] 9 CEC 4+l A E 10.03%2} 1 7.35%5 A
&} CRO ForumO] AAI Rt 2.4~4.5%2] 274 Apu|-§-Eo] WA H7HE Athal A
Astlet. 53] FH o Arof 7|2 Ae AgstHA MM A7 1Rt A4

g AEHEES onE A,

e
ra

(Table 8) CEC by region using CAPM42)

number of Global Global
Industry | reference u.s. Europe Asia World
US. ERP
years ERP
Lt 9 years 5.02 10.03 6.69 7.04 5.14
(S

1 5 years 5.44 9.81 5.21 6.94 5.06
9 years 5.32 7.35 5.63 5.73 4.18

Non-Life
5 years 4,66 7.97 4.99 5.22 3.81

CEIOPS7} 3%t =748 Tth= whchel Seueke] 49 319 dloeE 7]

3 602] AR GBS AHEEHE AL HRFASHA] kit $efuteke] Hjo] el of

41) CEIOPS(2009), p. 30.
42) CRO Forum(2008) p. 58; CEIOPS(2009) p. 30.
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V. IFRS 139 57%37X]|
1. IFRS 130f| W2 7IXIE717 |
7+ AR e £
IFRS 130]| w2 4f5tol| 2|gfstn, 45 o = TS 2t AHg-staL
HE5T 5 gl BUHSE HATo R AMEEHY, TAVIAE SAT g FES
AmE T e 7RIS ARSHE S SHAL St 7RI e A
St 212 S Loll A AR ARl A ARFoIAE Abolof o] FofA]= ARt
= E=stAY FAYE ol sz A7 AN 7S F4 8= Alolth 2 A
Bz Al 7HA] ZFRB 7S AR, 7R, o i of k4
AT A s LAY Bl = e (Hlsth At B, AAg g 2
< Ak A of Fgdell thet Al Aol A A E 7ol T v =2 At
o RS ARERITE 7P S A AR w8 diAE o EA Zast
No HHIRTHEA E3 A7kt 3. ol e wi=l gl 52
Folut = vl-8)S shte] AA(E Q) golez Aegtnh o] IS A
Sotd, A7 S A= 2R v S R A A 7 E W
o IFRS 1390 4= ol o] o= dAZIA7IY, sA7tA 2 nd, oIkt
zIpol oy T AlAIBEAL it
IFRS 139]| A= A 7FA] 7112 1824 7] ¥ (discount rate adjustment technique)
T} 71 H A 712 7] H(expected present value technique) &2 U1l Qltt 45) 8191
£2Y718e 7R 2] WlelH T Yaktinge se)] AFSE AL
St RIS S i dutE B 2aa s Eeleo] vk
St Wiloleh 77 7S BE 7Heet v da g e SEVHE R
(probability-weighted average) 2, 7|t &3 Z(expected cash flows)2 LFEFY|=
43) TFRS 13 &4 61, 62
44) TFRS 13 &% B10
45) IFRS 13 B13-B30



=
(compensation) Z, $18Ze]n] ¢ wheds}aL 9lx) obrh. IFRS 138 $1@ = 2jn|e)

2 AFEge] washs e 1 Y Zen g AFEEl N gl
ol WSk W CEY 2 919 v QS 1o W) S ANk gk £
Aol A 7 RAZER 7] 0] W 12 AbgSte] @l aantlat RAje] F47H
A% Pote gl na

AT HEL S wgsto] RABHS W A8 AFB B B

27k A= thad, o

il
i
g
s
alfe
&
my
s

46) TFRS 13 B15, B16, B17
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(1) BRI %247 (T BISB22 H2) S SIP2A AL APy P
A 7hs o) 7 B UFEES ALER

@) 71 RAZA 70 W 1 B25)e PR EA ARG s g 79
o4& AHg T,

@ 71 REA A7) ] 20 o 9HE 2HeA ke g aEsE

3} APFEOIAE AR PRTu S Eastel 243 TR ALG

(

2. IFRS 1301l 2 SFIIX| A= Al 2 AR
7}. Non—performance risk®] ¥

Non-performance riskx= S|AF7F o758 o] YHA] o5 o2 A o=, 14
QARE credit risk®F 1 @] 98 2 A(other risk factors) Q] regulatory, operational,
commercial risks, settlement risk 5= 3£3Fol, WA O 2 credit risk7} 71 F4
e @45 ApA|SkaL Qi

Non-performance risk §H¢ t/Fo] ZF4k¢1 78 -$-(predominantly for asset or positive
exposure positions), 7 2l AFHH2] A1-8-$] 3 (credit risk)©] A1-&-$] 3 Z A (credit risk
adjustment) PE 2 WFFE T A HHE] Credit riske] §HYF & 2p4k 742
I 0 &2 sletslA| Hm I1 o] fi= Ato| A ISk ol g E gl A8E e
AEof AT Bt REFGOMDE o] &l&o] FokA|7] wiZelt) FAfel
2 (predominantly for liability or negative exposure positions)ol|+= X533+ 22| &
9712 A1 A] A2l MDA )

AAYL B £1e) B0 o elolA] 71 AHA1e) A
2 BAel TG 2T O o9 wdafof SheAlo] dfelo] A2 e 5
’ e 719e) Agezel wEATtH o2

T

oxl oM el

o

mlo

) A e 2ol AN TS ANl At ek )
RAZEAEA7A) O] WAk | S 9l Aol

rr



ol o] AA|= g3kA] o5 Alol7] wiwoltth ol A=, FA o] 34 7HA
2 243 o YR 719L 71 A4l A1 893 o] WS 1eE v o2 7|9
E2 m8slA] okt o]of whe IASBE Ao EA VAL 7)Y A4l 9H-S
IFRS 13¢] LA Ao g2 u18|7|2 ARSIk IFRS 13(3-4 71

A o] FATIA] At Al AE-91 8 (Credit risk)S WHY st =8 &

J

4o Mo
m

(2) R Qe 7| QY NGRS Srech, Al 3ol
A1 Ql5Ake] SOl that 7]<1e] 7ol wheh TRA O R ThE Baje] F
H7HA 7 AT 4 e,

(3) 71949 OJ5E AR BRI B AL e A4t 1S AY o) 7]
219 AT J 1 ko] 917 A1S Mo Ao|ehiEE BOsH B

2%) 48)

-
2~
|o
u

i)

T
ol
N,

ERQL IASBE F A A7 AbE Al AR 23S e B, A dieke

(Counter-intuitive) ZA3}9)7} WA= AFgro]l thsf] AAISFIL JAITE, ol= 47}

48) TFRS 13 BCY%4
49) o2 Hof, BuFA| IS et A olo] WAl W AE M A £4 B Foltt
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20 Aojo} 2T Lkslris QAo 2 A 24713 24 A Non-performance
risk S WFaof 58 WA 0= slFalelrt 50

IFRS 139] 374712 4AF& Al non-performance risk & F-A4| €] 2| A=A %] ol = vt

FotARt HAInRMvM) O] AAE Alefle BEgE A Q17kel AI7E Al 7] E ek
Solvency 112] 73-9- BEL AJAF A] VA(Volatility Adjustment), MA(Matching Adjustment)
o] T oA e o] AATEATE glAFudMVM) ALE Aol -2
HolAES o] &3tk ol2idt =& W= IFRS 13 418 F4 7] A& 9
3 2|23kl Ak AlolE FEIHoI &S AHgHE o] Wad Ao Hel
o} 28y gATnpRE BRI 0] 0| B2 non-performance risk 2] ARE-0]
Fasirh= ool AAlE = & Aotk

IFRS 139][41+= non-performance risk & ¥Fg5}to] o }7] wfiZof] IFRS 1304 &] &
A7FA = IFRS 179] FA g7kl &2l #-8-o] th=rt 5D E IFRS 139] 347}
Aol A BEL A& Al= 213w ek g v] Hrg g 550 Hhgdstoiof st IFRS
179] BEL A4t Alofli= A5 BIRt tf o] Hrh= Fo] vt

U, 838 EAJ(Deposit Floor)2] HjA]

RS 138 Q78 542 7 FERA ] a7Re@e TR L el

W A FR 77t FHse Az mie el 2o of4to]ojof srka A5} 9l

o} ol 278 E4o] g FeRA0] TAZAE e Folo] @A
_"

Ho} 22 4= gleke 1S 39 Al A 9] 1asB2] A4 3 ded& AW AL e

“[‘XH zx%(J_147]-x] H 9

oM o] A7} x| Ht} Aok 3tth=IFRS 134 A2 23 48
b o= AASHA @712 st 2 olfi=, 4719 TFRS 139] 57 o] 2]-8-Frt
W PR AFEE A 9HQ RE AU 0E 1ot 8E /5 Ed AT

o
nlm

o] XA 4= ¢17] whizo]ck.5

50) IFRS 13 BC95
51) IFRS 17 BC197
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A& A7 = AP o] g2 A9l of 2] QlpAtEol 7t A

gl A FAE o] AT wf o] & 4= Q= 7 ol ofof Tk TR e
HYFY= AA A7E A2 o2 o] FoA|A] ¢h7] wiZoll AHEAIA o] A
I 7HA7F 2R E 77 etk ARZARNA A S 7HAE T8t o #E w ()
waje] nle7| @2 520 Aot () A BrFsE 91He) MME AA e} §)
sto] Al A4 Q= 7FR] 9 7F7] ' (market consistent valuation technique) ©] 2]
&5 ofof gttt

A E7Fser el tie MvME 2Asks "ol WSk A
S3R o] Qltf. CRO Forum¥} Solvency 1| Al = AR H]-E- S A9
2300 AAbskal glom ARG IHS dRbH o R wMiE eI E
oA o= SR Z o= HUIE AL Q) & A= A

znbalah $ RS FAIAE Foh WHESS DAY B3], o] g

oﬁ

FPE
=
o
o
rd
rE
lo
il
)

AT} CAPME 0183 AR 8BS FAIA o2 FA s & g d el
npEu]-g A ol A o] FabA| )-8 o] nPEAEE]-8-ES 1.487%, AjFA 7
&9 nPEAREN S B2 Ul A SO 2SS PRt 23mE +4
EojA] Fuban|g-o] upAEH 52 3.87/%R FHETE CAPME o] &
45 A8k 7IZt R ol whel A3k EEbA AR CRO Forum(2008) ] 5
AYHES o8 A% HAA AdAe] HdrdEs 2as= Hld=Zey]

A3 CECE= 6,102 FHE U, 2 FHoflA 3t A2n| 852 Azl
oby 1, CAPMZ o] 83 A2 B|-8-E FA ol A= CECOlA atg2A2 sfofF & A

ofm ulEH| §ALE o] g2 A9 B GBI AgxAol BaF Aol

CEIOPS+ A A 9 CEC Ht3l A KE 5.14%2} X 4 18%E, 752 9¥ CEC

52) IFRS 17 £¢F BC165, BC166
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oA, AAIFA AR 7|E nhe 1R BEHIAE FAAREEHAD, 2017, 5.

(Translated in English) Financial Supervisory Service, The Field Test Manual for the
Preparation of K-ICS Standard, 2017. 5.

=9 - 9=, CIPRS 4 227 shofl Al o] HA A F7HE A ghelgof Bt A,
2T AF, A25H ABE, Fh=e]| 2331853, 2014,

(Translated in English) Geonyoup Noh, Kyoung-Gook Park, “A Study on Discount
Rates for Insurance Liability Valuation under IFRS 4 Phase 1", The journal
of Risk Management, Volume 25 Issue 3, Korea Risk Management Society,
2014,

QA7 - H7IE - ZAIG, TERS 4 22 A5l A 9] A v wkdRh el
ol Wt A, RAF8AT, Al27d A=, HE -4, 2016,
(Translated in English) Sekyung Oh, Kinam Park, Siyeol Choi, “Estimation of the
Discount Rates for Insurance Liability Valuation Reflecting the Term
Structure of Liquidity Premiums under IFRS 4 Phase 11", Journal of Insurance

and Finance, Volume 27 Issue 4, Korea Insurance Research Institute, 2016,

L3, " ATE AR AEAFES 2 S0 Wt A, A=A Al
AlLE, e=AEfek=], 2009, 12,

(Translated in English) Changsu Ouh, “A Study on the Risk Based Profit Measure of
Life Insurance Products”, The_journal of Actuarial Science, Volume 1 Issue
1, Korean Academy of Actuarial Science, 2009, 12,

SRS RES tE B GREA, aane T, A
A2z, e sa s, 2010,

(Translated in English) Changsu Ouh, “The Impact on the Insurance Product by
Introduction to IFRS 4", The_jJournal of Risk Management, Volume 22 Issue 2,

Korea Risk Management Society, 2011,
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_TFRS 4 =]l mhE BEAEAE G, HAGgAT Al26H AI3=,
HyP AT, 2015,

(Translated in English) Changsu Ouh, “The Proposal of Insurance Supervisory
System with the Introduction of IFRS 4", Journal of Insurance and Finance,
Volume 26 Issue 3, Korea Insurance Research Institute, 2015,

_=AIBIAZIZAFRS )5kl Al 7 EAI TR A-Gofl e A5, AlEst
A, AlsH A=, Fh=A| 2] 8k3], 2016. 6.

(Translated in English) Changsu Ouh, “A Study on the Fair Value Approach under
IFRS 4", The Journal of Actuarial Science, Volume 8 Issue 1, Korean
Academy of Actuarial Science, 2016, 6,

L7 9, Solvency IT FFUEY 91750 HRE G S=A2]812], 2012, 5. (20122)

(Translated in English) Changsu Ouh et al., A Study on the Standard of
Introduction of Solvency II Standard/Internal Model, Korean Academy of
Actuarial Science, 2012,

% AAB] A U $91E - ol2E - 248, “BE A A5

SAFRS 17)319) BAmGo) 487, Afetdr, AsA AE, B e,

2016, 12, (20160)

iy

(Translated in English) Changsu Ouh, Kyunghee Kim, Kyusuh Park, Hyoungkwan
park, Inhyun Ryu, Junho Lee, Seok-Hee Cho, “A Study on Accounting
Model under IFRS 17", The journal of Actuarial Science, Volume 8 Issue 2,
Korean Academy Actuarial Science, 2016, 12,

Q¢ - 445, IFRS 1750 A 58] A58 Aaid o] A RZFolE HEH|§o
Wk A, A=A, A9W ALE, 2017. 6. (2017b)

(Translated in English) Changsu Ouh, Seongsu Kim, “A Study on the Mnimum
Guaranteed Interest Rate Cost of Interest-Sensitive Annuity Products under
IFRS 17", The Jjournal of Actuarial Science, Volume 9 Issue 1, Korean

Academy Actuarial Science, 2017, 6,



AT 278 AE, B AFY, 2016, (2016a)

SEHASAT H2BH M4Z
=697,
(Translated in English) Changsu Ouh, Kyusuh Park, “A Study on the Valuation of
Interest Rate Guarantees under IFRS with Dynamic Lapse Rates’, journal of
of 3t A,

i)

QA% WAL A B A7) 2AFRS D3N 2] o] RREHI -FANAE A

T =

S SAeRT HY
Insurance and Finance, Volume 27 Issue 1, Korea Insurance Research

Institute, 2016
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Abstract

The fair value of insurance contract liabilities represents the market
consistent value at which the liabilities could be transferred to a willing
and rational counterparty in an arm’s length transaction under normal
business conditions. Where the market values are not available, market
consistent techniques should be applied to determine the best estimate
liability and risk margin for non-hedgeable risks. Under the Cost of
Capital(CoC) approach, proper CoC rate must be estimated to calculate
risk margin. In this paper, CoC rate suitable for Korean insurance
industry is estimated.

Frictional CoC rate was estimated 3.877%, which is made up of
double-taxation costs rate(1.487%) and financial distress cost rate(2.39%).
In this study, Cost of Equity Capital using CAPM was 6.1% when 10
reference years of Korean market data were used. To the output from
two models, both upward and downward adjustments are needed when
assessing the proper CoC rate for calculation of risk margin. This study
proposes the proper CoC rate for calculation of risk margin is 4.5~5.5%

after adjustments.

% Key words: IFRS, fair value of insurance contract liabilities, risk margin,
cost of capital, cost of capital(CoC) rate
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