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n P7 ) n )
P, = Z( Pﬂ» Xwéj, Dlwp=1 (3-1)

A7|1A, P, :epautold s W] BrbA|4
Py 71EAR EE) 71
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AP 34 WSh= I ABARET Al B A ES (Table 1), (Table 2) F T,

{Table 1) CPI and major components (Yearly basis)

Expenditure

2005 | 2006 | 2007 | 2008 | 2009 | 2010|2011 | 2012 | 2013 | 2014
category

Total Index 86.14 | 88.07 | 90.30 | 94.52 | 97.13 | 100.0 | 104.0 |106,28|107.67|109.04

01 Food and non
- alcoholic 80.78|81.20 | 83.24 | 87.36 | 93.97 | 100.0 |108.10(112.43|113.39|113.72
beverages

02 Alcoholic
beverages and | 97.76 | 97.56 | 97.96 | 98.49 | 99.60 | 100.0 [100.80{102.29|104.00(103.92
tobacco

03 Clothing and

footwear 85.52(87.81(90.16 | 92.47 | 97.15 | 100.0 |103.30|108.27|111,43(115.90

04 Housing, water,
electricity, gas | 88,05 |90.57 [ 92.60 | 96.62|97.70 | 100.0 |104.50[109.34|113.21|116.45
and other fuels

05 Furnishings,
household
equipment & |88.90|89.08|91.41|95.43|99.66 | 100.0 |103.70|106.69(106,98/109.25
routine

maintenance
06 Health 90.97 192.75|94.37 | 96.19 | 98.28 | 100.0 {101.80/102.69(103.06|103.78
07 Transport 83.82(87.70190.82[98.81|95.31 | 100.0 |{107.00/110.45|109.87|108.10

08 Communication [106,01|104,73(102,63[101,14[100.97| 100.0 | 98.40 | 95.90 | 95.78 | 95.72

09 Recreation

and culture 99.5197.15]95.47 | 96.88 | 99.13 | 100.0 |101.60({101.83|102.88|103.32

10 Education 81.43|85.360 | 90.47 | 95.41 | 97.79 | 100.0 |101.70(103.18|104.39|105.92
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11 Restaurants
and hotels 86.51|88.19|89.82 | 94.13 | 97.74 | 100.0 |104.30/105.54|107.18[108.73
12 Miscellaneous
goods and 75.1379.04 | 82.94 | 90.42 | 96.61 | 100.0 [103.20| 99.87 {100.33|103.43
services

Source : Statistics Korea KOSIS Consumer Price Survey, CPI by Expenditure Category(2010=100).

(Table 2) Inflation rate of major components (Yearly basis)

Expenditure Anna
P 2005|2006|2007 |2008|2009({2010|2011{2012({2013|2014| average
category
(05~14)
AmualR;t’;ﬂaﬁon 2.75|2.24 | 2.53 | 4.67 | 2,76 | 2.96 | 4.00 | 2.19 | 1.31 | 1.27 | 2.66
01 Food and non
- alcoholic 3.1110.52|2.50 | 4.95|7.58]6.41(8.10 | 4.01 [0.85]0.29 | 3.80
beverages
02 Alcoholic
beverages and [14.85(-0.20 | 0.41 | 0.53 | 1.13 | 0.40 | 0.80 | 1.48 | 1.67 |-0.08| 2.02
tobacco
03 Clothing and -
footwear 1.00 | 2.68 | 2.67 | 2.56 | 5.06 | 2.93 | 3.30 | 4.81|2.92|4.01 | 3.19
04 Housing,
water,
electricity, gas | 1.90 | 2.87 | 2.24 | 4.34 | 1.12/| 2.36 | 4.50 | 4.63 | 3.54 | 2.86 | 3.03
and other
fuels
05 Furnishings,
household
equipment & | 0.58 | 0.21 | 2.61 | 4.40 | 4.43 | 0.34 | 3.70 | 2.88 | 0.27 | 2.12| 2.14
routine
maintenance
06 Health 2211197174193 |2.17|1.75|1.80|0.87|0.36|0.70 | 1.55
07 Transport 5.02(4.6313.56(8.80|-3.414.92|7.00]3.22-0.53|-1.61| 3.08
08 Communication|-1,83(-1,28|-2.01[-1.45]-0.17{-0.86|-1.70(-2.54|-0.13|-0.06| -1.21
09 Recreation and
culture 0.10 [-2.381]-1.7211.48 | 2.3210.88|1.60 | 0.23 | 1.03 | 0.43 | 0.39
10 Education 42114.83(598|546(250(226(1.70|1.46|1.17|1.47| 3.09
11 Restaurants -
and hotels 2,40 | 1.94 | 1.86 | 4.79 |97.74| 2.32 1430 | 1.19 | 1.55| 1.45| 2.56
12 Miscellaneous
goods and 1.43(5.20 | 4.94 | 9.02 |96.61| 3.51 | 3.20 |-3.23| 0.46 | 3.09 | 3.40
services

Note: Calculated annual inflation rate from (Table 1), Annual average is geometric average for 10 years,
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O] AHAEY PR A= 20049 T AP AH|[ A EZH0] 1,797,204 0| A 2014
| 2551057902 A Hat 3.56% 571 b, BARES A Hat 5.05% A
sttt ol B HEL| 71AL T @22 FEA| U AnlEFo] Sol S-S 9

i, o 2 QI B o] AR IA 4 T3 7FS A7) (Table 4) ol A LtE

13) H]= =%EA A Bureau of Labor Statistics)o| A= AV AFEZIAISTE F 714 A4
o el skt BE wAlzn|ge] Ao R 2Hsks Ho| CPLU(The CPI for
All Urban Consumers)©]il, =AY FLE2ACL AMRE] FAES 2 ST A
0] CPI-W(The CPI for Urban wage earners and Clerical Workers)d. 112 1987 12¢
TE{ 1993 12¥7HA] CPI-W= FR A0 2 25 5% 251, ol9 52 Medical care §
B2 53.3% 455t (Amble & Stewart, 1994),

14) BAIA KOSIS, 4B AHE7F2AN2010=100) FHHABZE7IA] S A S Z2H 20100 4]
A4k
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W HEe} Zho] 2005 52,800 4] 2012\ 72,92 T = AF4351Qi T

(Table 3) Monthly average total expenditure and medical care expenditure

Broendiure | 5004 | 2005 | 2010 | 2012 | 2014 | A0
category average
Total 1 294
o TITI ) oot ag7 | 2286874 | 2457441 | 2551057 | 3.56%
expenditure (Won)
Medical care 102,886 _ _
, 111376 | 152,050 | 158854 | 168326 | 5.05%
expenditure (Won)
Weight 5.72% 5.95 6.65 6.46 6.60 -
Source : Statistics Korea KOSIS Household Trend Survey.
Note: Annual average is geometric average for 10 years,
(Table 4) Each category weight of CPI (Base year: 2010)
Weight of . Weight of )
. 9 Weight of 9 Difference
Expenditure category year car 2010 year (@-D)
2005(D) | ¥ 2012(D)
Total Index 1,000 1,000 1,000 -
01 Food and non -
alcoholic beverages 141.0 135.9 139.0 -2.0
02 Alcoholic beverages and 146 12.4 18 28
tobacco
03 Clothing and footwear 58.4 62.3 66.4 8.0
04 Housing, water,
electricity, gas and other 171.2 169.7 173.0 1.8
fuels
05 Furnishings, household
equipment & routine 31.9 37.9 38.2 6.3
maintenance
06 Health 52.8 73.1 72.9 20.1
07 Transport 109.0 109.2 111.4 2.4
08 Communication 60.2 57.8 59.1 -1.1
09 Recreation and culture 53.6 53.0 53.0 -0.6
10 Education 112.0 114.1 103.5 -8.5
11 Restaurants and hotels 132.7 20.4 121.6 -11.1
12 Misgellaneous and 62.6 54.2 50.1 125
services goods

Source: Statistics Korea KOSIS Consumer Price Survey(2010=100).
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A kAL, 5 EgollA AR AH AR A S (CPla) & 2SR, o] %,
A AFE AR TR SAETIAISCPD e} Bl AR A S F3f AP 29
845 AT, the YR AP AR A E AbE R

U A =Y A5

2B E 5] QA= 7IEdEE R AR AR TR0 71
2Ape) 490 E0] AR E 7 PR R shoF TE Lo A9, 4014
S| =0} 7HA s F R A O A Zb2E ARESE E52] BR+= COICOP (Classification
of Individual Consumption by Purpose)2}= UNQ] 7|&2 FY3lA Z-835} ).

ShAR h9] FEERE A7t UABA g BEEO| Bol ol B Bast

15) 029 WYL UARAARCPLE) AFRAE 1EH WAL B RS
(Experimental Price Index for Elderly Consumers; Amble & Stewart, 1994).

10) 71&Q% A4, daEs A%, 7H2RAL 2HE7IAS ALk 718 SAA A
#3F ARE AW o]gstal i FEE AT HER ALbsiglon AEny
A& Samolds WAL TR A
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TRl SEUEt 2EARETHA s 7IEAIE T ahe et WA QL Ekatel g
2 APAIS AR R A = 22T 7SR E ) sH S )&
e 7IEHASEHO R ddst=t 2013d5 Y 7SR 2~3dof HHA
712 NHEH FH Ak, |A), F5-2 2010 7]50)H, 7R 2012 7]+
ojt}.

e, THAl SR AR 200390 AL HAE SGRAIS BlEoi 7kl A &
A7 o) v o7 7HA] kAL, 2APE A S EAIZHAIEERALNA 7HAIE S
AR MR 20009 7B = 2AFAAS 71E 220 o4 ZhtellA 19 o4
7HEE SAlA S-S Th whebA 249 diAdS 7H H4lAk= = 2010~
2014 0|1, 7|2 == 20104, 201213 o] t}22),

o
fu
[
f“i?‘
B
N

AP g A4S 8], 941 20104, 2012 7HAIEFRAL AA| A2} 7
o] 2BAE FtHS of&ste] Ve E F5E TR AI(ofs), MEE A 7
A)E AR AEhstal, etiutold| s AbAof 2-8-5k0] AH[ARET A 4(CPla)

A 9 BAPY R AuAHETFR|G(CPD£F] 2FolE (Table 5) of LrERi Giet.

(Table 5) CPI difference between statistics Korea and this paper (Monthly basis)

Year/ Cl.:)l .Of CPl.a of Difference | Year/ CF?' .Of CP'? of Difference

Month statistics this (@-®) | Month statistics this (@-D)
Korea(®) | paper() Korea(®) | paper(®)

11,01 | 102.24 102.30 0.06 : :

11.02 103.02 103.13 0.11 14,02 108.34 108,42 0.09

11,03 | 103.41 103.61 0.21 14,03 | 108.55 108.66 0.11

11,04 | 103.41 103.63 0.22 14,04 | 108.62 108.72 0.10

21) dl& 5, 200549 7|22 & 2000d E71R|47F 1128, 2010 1161w, 2010 7%
O =2 thA] AFE(20109 = 100)8HA] =W 2009E-2 97.182 AL,

22) 7)1EH HEHoR E x| AAL 745E 2005~09W RS A= 291 o)A T
2010~14d %= A= 19 ol 7R 7SR E APl 419 S0] thE.
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11.05 103.56 103.78 0.21 14.05 108.80 108.89 0.09
11.06 103.74 103.95 0.21 14.06 108.63 108.71 0.08
11.07 104.29 104.50 0.21 14.07 108.79 108.87 0.08
11.08 104.96 105.19 0.23 14.08 108.95 109.02 0.06
11.09 104.83 105.06 0.23 14.09 108.86 108.92 0.06
11.10 104.63 104.87 0.25 14.10 108.48 108.53 0.04
11.11 104.70 104.95 0.25 14.11 108.20 108.22 0.01
11.12 105.04 105.29 0.25 14.12 108.16 108.15 -0.01
12.01 105.65 105.91 0.26 15.01 108.71 108.08 -0.03
12,02 106,08 106.35 0.27 15.02 108.67 108.61 -0.06
12,03 105.86 106.05 0.19 15.03 108.68 108.61 -0.07

: : ' : 15.04 108.78 108.69 -0.09

Note: CPI of Statistics Korea in this table excluded Lease from the original data, CPla of this paper is
calculated based on a new total weight.

AHY ey AS5S Y3l (Table 5) of| A 2po] A4S 3HTh F Z|4= 7F A
ko= A A= 0.010014 AA|= 0.272 AL ARSI (Table 6) 2 9 2|45
ATE A2 TSt BRI AT AASES v skt BRI E 20104

1002 7|30 2 201193} 2012W o) Z2HzF 0,24 2o Q1Y A uk 2013E-2 0.1, 2014
|2 0,072 A9 FAFSIAT E3, At ER AgetdS o AiA] Zol=
AEHZ 0.012%~0.204%0] ™ 1 AF = 0.0

ATt

ol
3
ol
S
off
Viﬂ

(Table 6) CPI & Inflation rate difference between statistics Korea and this paper
(Yearly basis)

CPI of statistics Korea| CPla of this paper Difference
Year % change % change % change
from the from the Index from the
| ; | . .
ndex(®) preceding ndex(®) preceding (®-D) preceding
year(@) year(@) year(®—0Q)
2010 100.0 - 100.0 - 0.00 -
2011 104.0 4.0% 104.2 4.2% 0.20 0.204%
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2012 106.1 2.0% 106.3 2.0% 0.20 -0.012%
2013 107.3 1.1% 107.4 1.0% 0.10 -0.096%
2014 108.5 1.2% 108.6 1.2% 0.07 -0,028%
Annual
- 2.07% - 2.08% - 0.016%
average

Note: CPI of Statistics Korea in this table excluded Lease from the original data, CPla of this paper is
calculated based on a new total weight,

A w0l M-S A3y 4, 9 2
ok 24 A3, (Table 7oA LFEPLFE 0] Al
v|(Significant) 3}7] of] & =50 A AL=35tH

ARSIk

2B AHE7 A 4=(CPIa) 7F F A ofl A T

4 9l AP o] A3tst

ek 4= Q)

3R 2B AR 7R (CPD 2} vl -

(Table 7) Correlation analysis of CPI (Statistics Korea & this paper)

[Correlations]
Statistics Korea This paper
T Pearson correlation 1 Rololoniss
Statistics . .
Sig. (2-tailed) .000
Korea _
N 52 52
Pearson correlation 999+ 1
This paper Sig. (2-tailed) .000
N 52 52

Note: *** Correlation is significant at the 0.01 level (2-tailed).
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Borzilleri(1978)+= 1970 19 ~1977\d 3¥7hA] 115 Z-of tfgh Y& AH|R-E7}
AFE 654 o) LPAE = shlch. g4, vl 03] 4

W A s s AR LR stolg At HiRt AF A BV E st s
A AISFRATE. o] o]l Mason(1988)-> W= ¥ 2| E7FA0 x5 37H4] 24

HIAE AlH|o]of| M o] H= EA] AR} The|= A SJjt )
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<
o
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vt A4 SRldFolA daaa d8S AL =53 AR EA7HA|
FH S5 AZI7EoA01 7o 2 =Rl A ALEAHREe] 7] 60A o4
o8 Aojstal, 11 uho] 7|25 HA AHETIASef FYstrhal 7Sk
o} wrebA, 712 A=el 201083} 2012 9] THAEFERAL S 2HAE g o
tlolH & v o g 2uARE7HA e i H= 0] ¥t A E AFES)H
31 (Table 9 o] YeRL ST,
AP Aah, 02} 7p0] 9 A vl ZbE oie] AR E D HR R SR 5
FH - e 7] 9 AR BE B 2R VAL e s

I

(2) DEAHXEI K5 AFY

AFAL A 9 LG A 2EA Sl Yl 7|EA=ER (Table 8) & 22 7
A5 2haupold| L Ab4of REFFe = a4 20119 197 20159 48714 52704

DHAUAEAA S D ALE DY LRI 2619 200), BAE T4

:l:‘

23) AR A4 M| oY T i, A B E Aol e EAU F2
el S EARIe] Aagh 624 o3l A AA Aol oA HA A
H 232 98l Ade 35 EA%= 7H?_§94 a5 9WHE I 259 e
(reference person)©] 62A4] oAl AFHER 1HAE Ao UH.
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B BT OS] 20005 AFESEe] (Table 9) ol LFER i), Tk, AZE A2
BAtete] AW BEIAFEE 20|12 (Table 10) o] UER Q)

(Table 8) Weights applied to CPI on each level

Elderly consumers Elderly low—income L
Elderly high—income
(Age 60 years or consumers(Bottom consumers(Top 20%)
above) 20%) =
2010 2012 2010 2012 2010 2012
Total Weight 1,000 1,000 1,000 1,000 1,000 1,000
01 Food and
non - - -
alcoholic 213.2 216.4 276.1 206.1 169.5 159.0
beverages
02 Alcoholic
beverages 15.2 14.6 16.8 15.6 12.7 12.5
and tobacco
03 Clothing and -
footwear 54.6 55.7 27.4 34.7 73.7 70.0
04 Housing,
water,
electricity, 159.5 170.7 214.0 231.6 117.0 122.5
gas and
other fuels
05 Furnishings,
household
equipment & 45.8 45.0 40.7 41.8 48.0 50.7
routine
maintenance
06 Health 136.1 122.1 186.0 174.9 106.8 96.1
07 Transport 104.4 112.0 64.3 59.8 1342 161.7
08 Communication 52.5 49.2 438 37.3 56.9 55.5
09 Recreation
and culture 46.9 48.3 39.9 421 61.1 060.1
10 Education 17.4 13.5 1.8 3.3 26.6 20.4
11 Restaurants
and hotels 104.0 102.1 47.7 47 .4 137.6 129.8
12 Miscellaneous
goods and 50.2 50.4 41.6 45.4 55.8 53.1
services

Note: 1) Weights are based on data source of consumption household in Household Trend Survey.
2) Elderly Consumers: Consumers who are at the age of 60 or above,
3) Elderly Low-Income Consumers: Those who are at the age of 60 or above with bottom 20% of income.
4) Elderly High-Income Consumers: Those who are at the age of 60 or above with top 20% of income,
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(Table 9) CPI-E and CPI—E on each income level (Monthly basis)

OFE) et CPla for R et CPla for
CPla for elderly CPla for elderly
Month elderly || Month elderly
elderly (Bottom (Top 20%) elderly (Bottom (Top 20%)
20%) B 20%) P =0
11.01 102.78 102.93 102,68 :
11.02 103.82 104.04 103.65 14.05 110,08 110,72 109.79
11.03 104.12 104.16 104.10 14.06 109.76 110,39 109.46
11.04 103.93 103.78 104.02 14.07 109.92 110.46 109.70

11.05 103.79 103.40 104.02 14.08 110.25 110.83 109.98

11.06 103.96 103.57 104.17 14.09 110.28 111.07 109.78

11.07 104.83 104.58 104.96 14.10 109.68 110.41 109.27

11,08 | 106,05 106.23 105,91 | 14.11 109.28 110.11 108.76
11.09 | 106.01 106.33 105.77 || 14.12 109.32 110.26 108.72
11,10 | 105.55 105.71 105.42 | 15.01 110,14 111.32 109.28
11,11 105.51 105.58 105.43 | 15.02 110,25 111,63 109.21
11,12 106,04 106.26 105.84 | 15.03 109.98 111,13 109.09

’ : ’ : 15.04 110.06 111,11 109.27

(Table 10) Inflation rate of major components (Yearly basis)

Elderly consumers Elderly low—income consumers
Expenditure (Bottom 20%)

categol
9N 1 2011 2012|2013 | 2014 "™ | 2011 | 2012| 2013 | 2014 | ™2
average average

Inflation Rate(%) | 4.70 | 2,77 | 1.23 | 0.83 | 2,37 | 4.71 | 3.19 | 1.54 | 0.77 | 2.54

01 Food and non
- alcoholic 8.34 | 457 | 0.42 |-1.22| 2,96 | 8.27 | 5.08 | 0.64 |-1.78 | 2.98
beverages

02 Alcoholic
beverages and | 0.75 | 1.50 | 1.57 [-0.08 | 0.94 | 0.69 | 1.46 | 1.74 | -0.06 | 0.95
tobacco

03 Clothing and
footwear

3.18 | 4.00 | 2,87 | 4.22 | 3.72 | 3.48 | 4.59 | 2.63 | 4.03 | 3.68

04 Housing, water,
electricity, gas | 4.79 | 4.52 | 3.64 | 257 | 3.88 | 5.03 | 4.57 | 3.50 | 2.38 | 3.80
and other fuels

05 Furnishings, 370 | 3.11 | 0.42 | 2.22 | 2.35 | 3.09 | 2.58 | 0.23 | 2.20 | 2.02
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household
equipment &
routine
maintenance

06 Health 1,73 | 0.94 | 0.56 | 0.74 | 0.99 | 1.73 | 0.62 | 0.80 | 0.97 | 1.03
07 Transport 7.08 | 3.58 |-0.08 | -1.16| 2.30 | 5.50 | 4.22 | 1.53 | 0.54 | 2.93
08 Communication| -1,56 | -2,60 | -0,07 | 0.00 | -1,06 | -1.55| -2.59 | -0.04 | 0.03 | -1.04

09 Recreation and
culture

10 Education 1.15 | 0.56 | 0.05 | 1.39 | 0.79 | -3.13 | 1.58 | 2.93 | 2.21 | 0.85

243 1095|128 |0.24|1.22|159|0.70 | 1.02 | 0.54 | 0.96

11 Restaurants and

hotels 559 | 1.69 | 1.51 | 1,53 | 2,57 | 6.03 | 1.85 | 1,50 | 1.59 | 2.72

12 Miscellaneous
goods and 3.86 | 0.42 | 1,17 | 3.20 | 2.15 | 4,04 | 2,62 | 2,49 | 3.30 | 3.11
services

Note: Annual average inflation rate : geometric average.

o4 QlEBl e 1EauAEA K50 A9 2011d~2012d Fof) &L S7H
289 WMol W 2013~ 2014 10 AF0] W BAASES B}, of
£, obA] Ab R ) AR S Aol AL} thIA = 20118 ~ 2012
ol ZA| XA 71 A B U AR 71 Aol Qe Wk, 22013
A2014d w2 §7F 512 U Ak 712 see] ke ukgo] 7] Qs

o =, ARHEQl A40) BB AA A4t 1% A4t ARskeHs ofujolth
B = =

= v
Al BE2 ulo]U2() 2] BrM

BT ALENFAUAFEIAR0] 9E navxje} fArshe 7]e} R

A
Tk AT} 2ol nlake] A o)mulg Asol LEA AHH B
5 2.¢lo] gzt W, S JR4THEAE 2oL A A

AnEo] BAAE06.600] AR(G0.190] ARt o] LA, ol
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{Figure 1) Comparison between CPl and CPI-E on each income level
(Monthly basis)
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ghE, dl A pE Ao ® ¥Eske] (Table 11) o) Y QAT AxH]AHE7HA]
Z>(CPla; M)+ 20104 100.00f| A 20143 108,60 2 =713t Bt 18 AH|X}E7}X]

(@) 109.8% 1.21 1HF F7F 4538110, A8+ E7HESERE 0.29%p =74
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(Table 11) Comparison between CPl and CPI—E on each income level
(Yearly basis)

CPI-E of the Difference

CPl
(@)

CP-E
(@)

CPI-E of the

Low—Income(®) Highz(lgt):ome

(@-0)

(3-0) (@-0)

Increasing
rate

Increasing
rate

Increasing
rate

Increasing
rate

Increasing
rate

Increasing
rate

Increasing

Index i

Index Index Index Index Index Index

2010 {100.0 100.0 100.0 100.0

2011|1042 419% [104.7) 470% [1047| 4.71% [104.7| 4.66% 0.51%p [0.53| 0.52%p |0.48| 0.48%p

2012 |100.3| 2.00% |107.6| 2.77% |108.1| 3.19% [107.2| 2.45% 0.77%p |1.78| 1.19%p [0.95| 0.45%p

2013 [107.4] 1.03% |108.9| 1.23% [109.7| 1.54% |108.4| 1.11% 0.20%p |2.36] 0.51%p |1.06] 0.09%p

2014 |108.6| 1.16% |109.8| 0.83% |110.6| 0.77% [109.4| 0.91% -0.33%p [1.96] -0.38%p |0.80 | -0.25%p

Annual

7 0K
Average 2.08%

2.37% 2.54% 2.27% 0.29%p 0.46%p 0.19%p

Note: Annual average : Annual average increasing rate of CPI for each income level(geometric average).

2} A9 B4R %7} 8,300 27} Aol Hld) o &7

1
AFS At =7 vl AP S AR 27 H Atk ae vt

(Table 12) International comparison of CPI-E on each income level

U.S.(Year 1988~1993)" % of CPl in Korea (Year 2011~2014)
L N Elderly of | Elderly of Total
CPI-E CP-U Elderly low income |high income |consumer
Annual 4.29% 3.96% 2.37% 2.54% 2.27% 2.08%
average @) @ (©)) (@) ®) ®)
. 0,33%p ] 0,29%p 0.46%p 0,19%p i
leference (@_@ (@_@) (@_@) (@_@)
Weight 8.39% i 13.64% 20.16% 7.92% i
exceeded | [((D/®@)-1] (B/&)-1 | (@/@&)-1 | (B/&)-1]

Note: 1) Annual average: Annual geometric average % of CPI.
2) Difference: Difference of annual average % of CPI.
3) Weight exceeded: Weight between annual average % of CPIs.
4) *US.: CPI-E(Experimental CPI for the elderly in U.S,), CPI-U(CPI for consumers in U.S, ); Amble & Stewart(1994).
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3| A B 7] Q]3| (Table 9) 2] ¥ dlo|E] & 7|4k

BALE A e LR
He AN B Bl 20 I AHAEIISE g 28x) 257
29 B75E0) ME 22 o Aol7]o] U BrluE HAIE A 59
A2 ASHT WA, DR S BT A £ EA S B B

DW = 1,947
P-Value = 0,000

N =52

A2 9] R°7} 087602 M A A Ul P-value® $-2]4d0] Q1A Lhgke.
o, A4 133608 9+ 9] 5227t Ugh=g), o] 11
A 2 AHE7MESE HH] OF 34% 4 =4 HEEcha s)AE 4 ok e
Hog AEASHE 3RS T 4 ol o7)A s A

31, (Table 12) ] B LEA] o]t
AP RHPAETHESEY U AR S EY
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(Table 13) Cash flows of lifetime annuity incomes

ago(iy ) - O o | 1% | 2% | 3% | 4% | 5%
Man 0% 22.50 19.93 17.79 16,01 14.51 13.24
19 2561 | 2250 | 19.95 | 17.83 | 16.06 | 14.57
2% 29.34 25,58 22.50 19.97 17.87 16.11
3% 33.85 | 20.26 | 25.54 | 2250 | 19.99 | 17.01
4% 39.28 33.69 29.18 25.51 22.50 20.02
Woman 0% 27.36 23.79 20.89 18.52 16.56 14.92
1% 31.76 27.36 23.82 20.94 18.58 16.63
2% 37.16 31.71 27.36 23.85 20,99 18.64
3% 43,82 37.04 31.67 27.36 23.88 21.04
4% 52,07 | 43.60 | 3693 | 31.62 | 27.36 | 23.91

Note: Used complete life table(age 60) of Statistics Korea(year 2013), Numbers presented in (Table 13) are

discounted values of lifetime cash flows at the age of 60 that varies by discount rate(?) and inflation

rate( ).

teos Al e VR4 AFAS BFEES A BSE
2wl ABEE AuESE 362 ZPEh0, 18 au BT Sl

(Table 12) o A AFE3L 13.64% 2} H]5 2|5 ARS8 3.400%= sFlthn). &
&t 242} 3%, 3.409%= AAsto] iEZ AR SLHRE gho] (Table 14) Ot} o
714 ZpolH] Al 12 AR B AR T7EA] 4 34005 7S ER Hhgsto] ARESt
210022 7] ok lS uf] 24 550 A A] Bl gholaz, AfolH|ul 2= =l
Aa 25HAE 4002 7|E5HS ul A vlaL gholot.
AlZ A3} (Table 14) @F o] zfolu] . 104 YA} 7|F2o =2 &
axmAre] A3 Sl S gEe| flefiAe dA =Sudae] 73
5.5%p) AF7HE 52 & 9 AT o] & Ao v il 20 A thA] A
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26) 2001~20144 ARG E7IIESE(7)51H 0] 2.98% A 3R 7} A4S
27) (Table 12) 9] AFFASE Zo|(+0.29%p)2F 23} H]Z(13.64%), A (3-2)9] A$=(1.336)
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(Table 14) Income replacement rate of national pension

(i) Man Woman
(7) 3% 3.409% 3% 3.409%
. CPI 3% 22,50 21.42 27.36 25.85
%0( i j) -
CPI; @ 3.409% 23.67 22,50 29.00 27.36
Difference CPI, : 3% 95.1 95.2(4.8%p) 94.3 94.5(5.5%p)
Comparison 1
%) CPI; = 3.409% 100.0 100.0 100.0 100.0
Difference | CPI, : 3% 38.0 | 38.1(1.9%p) 37.7 | 37.8(2.2%p)
Comparison 2
(%) CPI’ : 3.409% 40.0 40.0 40.0 40.0

Note: 1) CP1, : Comsumer Price Index, assumed 3%

2) CPI : Comsumer Price Index for elderly, assumed 3.409%(3%x1.1364)
3) Parenthesis( ): Difference,
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Aol = ALeE LA gt AR RS ddT Aol 27] 7|2k
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HA o] Tk 654 oA a1 RLe] 70%E TiAFC. R Z|d) 209k ¥(15E 4€FE=
202,600 ) 7HA] 25 A1 SH= Weko & 2014 79 EE] A3 E Tk

82 7Pgstal, AASIYE L8 AE7FA g (Table 12) o4 AFE3E 20.16% 23
25 AFRSEo] 3.605% 2 BHeh, S8 712} 3%, 3.605% 2 AlAbsle] mjE g~
S} gt gko] (Table 15) o]t 7] A 2toJH|al= (Table 14) I} o] AAFa1w 4
H|ZFE 7)ol A1 9] vl gholoh, AbE A, AAaSig]au| o] Ad g
HollA A9 7|2 A a2 FAF 7.0%p, oA 8.00p AH7HE| ATk, =, 7~8%pit
T AA o] BAE R ¢k Aot} o= AaSngte] Agt VMG E
o] MA| MR ETHYSER T A A5t Aol Jlo] dado] ABTtE=

Zolct,

o)

(Table 15) Real purchasing power of basic pension

() (@) Man Woman
1

! 3% 3.605% 3% 3.605%

") CPI, = 3% | 2250 20.93 27.36 25.17
a, 1

60\ ) cprerg 3 6050 | 24.26 22.50 29,84 27.36
Difference CPI, 3% 92.8 93.0 (7.0%p) 91.7 92.0 (8.0%p)
Comparison

%) CPI? : 3.605% | 100.0 100.0 100.0 100.0

1 1) CPI,: Comsumer Price Index, assumed 3%

2) CPI; : Comsumer Price Index for elderly, assumed 3.605%(3%x1,2016)
3) Parenthesis( ): Difference,

28) 7|2AeW As2@F
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{Table 16) Comparison between indexed whole life annuity and traditional whole
life annuity under the same purchasing power

Inflation rate(7) Man Difference Woman Difference
comparison comparison
Traditional
whole life 4,443,639 150.3 3,654,752 160.1
P60(07 7) annuity (0%)
(won) Indexed whole
life annuity 2,955,854 100.0 2,282,100 100.0
(3%)

Note: 1) Discount Rate: Assumed 0%
2) Inflation Rate: Assumed Traditional Whole Life Annuity(0%), Indexed Whole Life Annuity(3%)
3) Difference Comparison: Relative Value when Indexed Whole Life Annuity is 100.0
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Abstract

As post-retirement years are getting longer, it became a serious issue
to secure real purchasing power of retirees responding to the inflation
risk. Many countries have dealt with the erosion of purchasing power
by granting public pension linking CPI every year. In South Korea, it is
instituted by law that the pension payments should be adjusted every
year linking CPI for national pension, basic pension, etc. However,
currently, CPI is calculated to cover the whole population, so it can be
different from the CPI the elderly actual experience and consequently
not guaranteeing the real purchasing power of them.

On that account, this article calculated the CPI that domestic elderly
consumers’ actual experience. The findings are that the Old-age CPI is
1.13 times higher than that for whole population. Especially, the Old-age
CPI for low income earners is estimated to be 1.20 times higher.
Moreover, applying the discrepancy to pension replacement rates of
national pension, the rates for old men and women are underestimated
by 4.8% and 5.5%, respectively in view of real purchasing power. Also,
in basic pension, the real purchasing power of low income elderly is
underestimated by 7.0% for men and 8.0% for women.

Therefore, when setting the public pension payments, it would be
more realistic to use newly produced CPI, which is based on age and
income level to secure real purchasing power, by considering the
pensioners of national pension are the elderly and those of basic
pension are the elderly with low income.

In South Korea, private pensions partly provide some payment
designs adjusting the amount of payments in non-qualified personal
annuities. Yet, for qualified personal annuities or pension plans, the
payment designs are still rigid and need to be varied to meet the
various life style and needs of retirees as well as to respond to the
price fluctuations in view of real purchasing power.

% Key words: consumer price index(CPI), income replacement rates,
inflation, old-age CPI, payment design in private pension,
pension replacement rates, purchase power
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