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a8 AIOlA 5 dliquidity) I B o]fr, XA oE0] HE SRR
Tk ofUet {54 TS REGStal Utk Fisher(1959) 9] AFef A7+
nd Mendelson(1986)2] A1 o] 2 2|

100 W Ao] sHAJo| A T4l whop Hofolt}, 183l 2007 A|2HE =89
715 &l AHEAIEO 750l dgsHA 2HEst] QA= fsd Bl welvt
sttt S QA Heof vhd 2375919 3] (Basel Committee on Banking
Supervision)= 2008\ 0 23] {54 Al AAE Kok F3}et 72U S TR
a1l (A7, 2015), ZA| 3] 4] 7|22 ¥ 3] (IASB; International Accounting Standards

Board)= HEALS0] B EA o] TA7A]E 24T uf §-5AS HHst= ghelg

AANA &54 S A3 Amihud an

S AFRFIEE B IFRSMA(EE AP 20HA] 44 Z/RZQMS ¥ 5l THIASB,
2013)2, o|H ¥ F542> F8AIAE S g A =1, A3 T, A4

L= [¢) o
HA B 2 faAdS HE o e W vhlo] Al ARkl
EA 4] A& 954 (market liquidity)©] =ThHe A&

Qlo] Bot A 7ba oA thre] A ol whe A vl §o.2 W2 A7t

ol AFIRE 5 A-S Ishs FUAST FHS] olele Aol £5

1)

o
AT

o2
o
ﬁ‘ rlo
s
gl

¢

tojup RA7F Al 54 22z tieh F7HA A ¥aEA
th 2Eu 2 dAtelAe dld §o]E CEIOPS(2010b)o| Al ARE-3}
u] & (liquidity premium)’ 2.2 A3s}7|2 gt}

ZRAE Z3Y A] IFRS 4 2HA|Z SEE 22 2HAACF 3A)7]=
17 BPAFor 3 ootk

/ﬁj—g 239 AA|E 7}A|(consensus value)o]| ZARSE 71Ao 2 Al&sA A 5
L8 Yehls AA S-EA(market liquidity), 23Jo|u} 7]o] o &Ale]
Aol o] A F(obligations) S WA Y3 & 7Fsdt AL Z(at acceptable terms)
ALS A8 £ 9t FF YA 8L 9u|ste AY 8-E5A(funding liquidity) 18] 31
7HA - 71o] B8-St Q= 6411—]- 28)9] FH|FH(monetary base, EYESH E= Tk
3 e, M2, V9] S ol FS Eeshs 919 EsKmonctary aggregited S LR
= %53} 854 (monetary hqu1d1ty)2§ TEE 4= Qlth(Foucault et al,, 2013),
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1]

ol
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llonl 133

1

o
?_|§

Aof| tjat LS =g ZAAAS tlAre 2 A E 90 v (Amihud et al., 2006)

YA AT T E S A] A= Amato and Remolona(2003)7} A8 AZ g &

Z(credit spread puzzle)d) o]z}l HE HAAS Asl7] 95 o|FolF o, {5
N

g Zeu|ghe /bR WSt A9 AG ATdE HEY 4 PR AP

o

4= Utk A AEo] AA|E I It Driessen, 2005; Longstaff et al,, 2005; Chen

et al., 2007; De Jong and Driessen, 2012 ).

S-2lurere] 79 2021 of] 1FRS4 24| Z=}o] o FE Aol A HARYE A
7hHA B 7R o & A gkt whel M o]t EAYsh S Qe &
Ad&o|tH A4 5, 2013)9, whaba] 2 A= AA, IFRS4 25 A H A 35 71
< A5tz AL adlolat & 4= gl Al WRIste] o|2X o7 B
3kl AR A 0 2 A8 7Hsd Azl tigh AldS HH o7 gt 3], By
A F7HE f1gh ElE A2 WRAske] Skt A EAGE BEA FEO A
AEAo] ddsf olom AlgFHol W A -5 Aol 243 HA
&o7] diZoll, 28 FEolH 485 wol W& A O A= SR vl=
ot § AHUAE o R A H= W2 shed] Aol AHgshe 57t
AEY ol pEF AR S 7O R Sh= Al v A]GER(market microstructure) S
o] 9% 4 2] % E(Amihud, 2002; Pastor and Stambaugh, 2003; Roll, 1984 £)& 3=t
ANHA H-857]0lli= A 7E Sl whaba] AEAAS] 71 Ao 2= FEA
A A58E T A e R Kol AREZA L} A o] &4& 7t 2o
JNAREZA AxYEF §-54 A2 AAste] EASHATE Schwarz(2015)=
BEEZA O] And ez AL} FF oAl E = A f-54d0] orsk 9

Fof sl EXAE0] 8ok BANS EEA] O 2 =X (comprehensive measure)

4) A& Az E HE2 2 Add AF A FAE Aoldl 4§ AZFE]
A = Lg(implied default rate)o] HAFZ K& -8-(historical default rate)ol] H]3}| =4 e}
s A4 g

IFRS4 2&A| 9] HHEA H7HE 93 E&2 BgFRA EAWRY], 58 9 §54)
S ubgsl HPRALt I Yl 84aF A|Llste] ZAsto{oF sHH3ASB, 2013), 2l
ol 54 ZEudE Frkets olf= At BA 119 B3 BUXE AAT &
Z O] TH(CEIOPS, 2010b, p. 8). IFRS4 E ol w2 I HFALY] g2 784l 5(2015)
Zharstr) v

5

=

il

o



BEISHT X7 K4S

Bkt 51910 1, Schuster and Uhrig-Homburg (2015)0]] th2H AR HZ3) Ay =

= vpke] Az d(severeness of frictions)¥qE ofy et 93] Zeju| 3t A1ge] 7|t &

EZ3}51aL QlTh Monfort(2014), Schwarz(2015), Schuster and Uhrig-Homburg(2015) S5-2
A AU EE Baolo] §7 A ARl FEAS AT o A, 7
W 2 EAA 3,

== 3 SRR

o) 4olg Amde A3 pasle] YRR SH Andeg o8t

= Aol & A9 o7t ok A4, AR B7HE fIsiAl 100
| T719] oAb 7IXh2rE B ash] tmell(te Y - ¥ =, 2014) oAk 7]
7tz A a0 g7 oo 4] wWo| AFRSL 9l A 7FA] =& ¢l Nelson and
Siegel(1987) X &, Svensson(1995) 2.& Smith and Wilson (2001) &S vl BA]5}
Aok 2 At W] 2o BE ARE WREDL QF RO R RSt A A
O 2 A &go] £t BYPS Attt Ho| Y - v = (201402 APEAE
zret) ae]a RYRAQ} GAFSE EA Q] 7|& SEEZ 2] Q (reference portfolio) S
AHgste] 2 91 ol AHR0] VRS 2 TA sh B o B 4

4

A 799 048 VINTEE FASHE WS AN

o

=
T0. A4 S0l Fo] HFFA ] G T Tl AEP AEoILt sAbE 1Y

4 Bfsto] B RA 7S 9t Eles 4hEshe Aol 48 7

ES
2 Ao =2 Aibs AR, SUERY] ARAE 545 AEsto] & ¢t
A A AR f-5d AE F715He] 233 Fama and French %% (extended
Fama-French model) 0] $-2jug} SAMA =0l & A2 E(yield spread) & A H 5=
o] A3 21ttt S4), Fama and French(1993)9] 20 Q1¥at ol gl 954
22l A v AR =oE 2z = AR u BEste] on] Sl gaa
2R0%E FAseh A, Sl A =2l E Lz =0t wel Thof HlAFA
o] TAES sttt YA, et AR EFAH S oA g5 WEE Y o2

oz rEste] Yol sl AT BB o-§sto] @ EiS oS3k Hat A

=

9@ ZH(root mean square error, RMSE)E H|1L§F 23} Nelson and Siegel(1987) &

6) 7|& EZT| 9 24" FY oA HiT Joe Fas|R Tk



IFRS4 2CHAS0IMC] 7RS4 Z2|njPS RIFE Sols Fo| 2ot S Bk

&, Svensson(1995) 2 &, Smith and Wilson(2001) 23 = Smith and Wilson(2001) &
o] 7}AF Holert 2o AL oIttt wlx|eko 2 Amihud and Mendelson
(1991) 2} Ericsson and Renault(2006) 2] A1}o} 5 U31A| 2t S|A| 9] -84 Za|u]
Qe |7 Sl grashs WS Mol AL A

v v

ol 3o AL theat 2k A

4 Az %24 wyo
2 AYe B AU vhoR A VAN B AT 70 AnE

T4 ZEuYd 24 e A Al uA]FER FHZH(market microstructure

approach), 272 & L (structural model approach), F-2}2] L (no arbitrage
approach) & & L E 3] & 4= QT

AJAF B Al A Z(market microstructure)®) of| A= # B.2] H] | A (asymmetric information)

7) CEIOPS(2010b)= 574 ZE|u|d& A4let=s HHOE CDS UAEHE Ho|AA B
(CDS negative-basis method), AHE EE HWH(covered bond method), T+Z%2 & WH
(structural model method), HJE]H4E AFE-Sl= W (proxy method)& dAIZ &3 QL
ou, olo] tgt A LHY - 92014 Farshy] vl

8) A& m| AL Z(market microstructure)= A% 2o w2 714 A (price formation), 7}



BEN =azger merd Mas

of| w2 A} 2|2 =(information risk) 2F A|7F H3} 9 71 7H] -5/ Zpol7t 7| +F
g 7} (longterm equilibrium prices)dl] FFS Fh= AE Heltt &, 5443
(Ev) AE 2ades FARSY A7 ZEZZ 2 A
A mARERe] AS AFtolA F8 olfre AT fEA Al3Edliquidity
measure) S HE o= Ao, 54 AEe}t THE PEAHQ] A= Roll(1984),
Amihud(2002), Pastor and Stambaugh(2003), Bekert et al.(2007) S-°| 1t} ZH 2]
fred ey Ao A vl HES ARERE tia2]}l # 9] A=
Lin et al.(2011), De Jong and Driessen(2012), Dick-Nielsen et al,(2012) 5-©] ¢Jt}. Lin
et al.(2011)& u|= ALY & §5A glAT(Amihud X 3EL} Pastor and
Stambaugh A|%E ARE) 7He] TAIE BA5HL 54 SlAar) ST A S|A}
A =olE AR BHste] $ 3 ou|(priced risk factor) S 2ko ™, Al-8-5H0]
B3l A Al HH IF FoE Aol F 54 T ZEu|Yo]
19%(Amihud A3 2] )2} 16%(Pastor and Stambaugh A 3%2] -3 2}t
2 R4t} De Jong and Driessen(2012)-2 Amihud X & o|-8-5}of 413t 2o
O] fgAd o] BIAA QB ol JFE S, AV S|A 7)) =
olgolA BATHY FEA Zav|dS 0.60, F715 w9 FEA ZevdS
1.5%U -2 X 118} T} Dick-Nielsen et al, (2012)-2 Amihud A| &, Roll A| & % 87[19]
T34 d-&A1] 9 tis] =448 A (principal component analysis) & 2 A28 45
£ AFEsiRleon, 54 ZEju|lo] AR 2z =0 Fastt IS

2wk op e} Ax meke) F8917] Aol QbR A H A ight-to-quality) ]

L (structural model approach)-2 AJAlo| A TR = AL

B4 Merton(1974) 1§ 5-& ol g3kl 73 AT 018 Hstol 35

5
1L

ox
[H

WA (price discovery), 54, A u]E, ;qigl' 7t A, A iAol e
qsly] 98t o] 22 7]a}g AAIBFLA}F Sh= At Hofo|t) G54 Zeju|Y
st AA U AFTRE 7 U]—Z\—;]‘(tmdmg fricions)& Zti= Al&OlA f-574
ool AT 4= gl @How offoll thall ofn) Sli= TEHE ATk
bl o] 2ol Agee dEARl S84 Aol e ABe FAACD),
9] 291(2014)& a8}ty wpgtch

> |l ot
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IFRS4 2EPifstoIAe] RE4 majnjpS st Bolg Ao et o K

2ln] & =48t Wy olth Webber(2007)= Leland and Toft(1996)¢]] 7] %3+
2HYZ Akt =4 F59171 Al A8 f-5748 Zejngo] mFE F243]
S7FehS Bl

o
.0
19
)
ry
ik

(no arbitrage approach)-& A1-8-2] Zl(quality of credit), Tt7], A<,

H o] FUR S ol WAshE o E AolE oA Zevder

)
=
?
g
2
o B
N,
53]
e
o
D
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2
2
r'\l
[>
K
ks’
Ty
it
)

A Tk AZHEF o] g3k= W 5ol vk A, T-Note} T-Bill g

[>

Ty=
£ 0] 83 dAFto]E= Amihud and Mendelson(1991), Kamara(1994) o] <QQt}h
Amihud and Mendelson(1991) FLZo] oF ¥ Y2 T Z& W79 T-Note2}
T-Bill9] 4~0]&2 H|W3}o] T-Note?] T 7} AXZHE FHHo] T-Billof] H||| F 4]

=™, T-Note2] YTM(yield to matunty)ol T-Billo] H]3f] 43bp =TH= A2 A A5

o}, Kamara(1994)+= &Y Z= 11719 T-Note®} T-Billo] 4205 z}o]& A5 2
I} F AP 7 Wt 508 2o 7) 34bp WAL 98-S Hilstgon, T A

=

W 7o ol E Apol7t 54 Pl whet Frkskal Ak whet Msk= A
5 Al &, g o] Aol Hateh yeo] lvkar sjAstyich. &4,
HIX FE5 A 8 P AZYEE o] 83 dAoll= Warga(1992), Pasquariello and
Vega(2009) 5ol Atk Warga(1992)= wl= =4 9] BIXEEY} A #E &

Z}o]7} oF s5bp HHAISICHIL AA|E} 0™, Pasquariello and Vega(2000)= 2| EE-9
354 &4 (on-the-run liquidity phenomenon)©| E3HAA A B 7 2| R}F=(informed
traders) Zk] A% 2to|(dispersion of beliefs) 7} S5, AA] FAIAE &3l =
(noise)©] S5 FobrlZ Harstgict AR, CDS WA E B H[o] A AE ]85}
= S A o E Az oA Y hE ] 9] FY =7 7] Y (reference

entity) @] CDS(credit default swap) ~ZH =5 2X}7F51o] AAFSITHO) | Longstaff et

10) CDS YAEE H|OJAAF o] &ot= W H&al7|o] s=doirt= o] AT A
7, s AxYE= AF FHGisk neural)ste] R= SES whYgst glow =4,
CDS A =0l ®BAF u =X (protection seller)2] A AR 98 (counterparty risk)



BEN =szses mera dus

al.(2005)2 CDse} A H &S o] 83t A8 8 <2l(default component)©] A H
O] 42015 AXH = 9] 51~8306(AAA~BB-) T ARSIl H] A8 @ Ql(non-default
component)> 4l-8-5HH 2 20~100bps(LE ¥H7| 5 7|%) FEHS HAoH,
H| AL Q9] 3] A3FH (mean reverting) 7} AL #| E (bid-offer spread) %
o oy A E o] Qlea AABHAT YA, AME 2= ALY ES o

ot U2 ZIHE 25 FEoA FHd oA A= 24 5EE A

Fotol ANSH Woltt e wEE AW MR WEHeE(umbo

Pfandbrief) & ©]-&35}o] EA45F L2 A Breger and Stovel(2004)-2 854 ZZ]u]
Ao] 15bpYPS A AIBFH L1, Koziol and Sauerbier(2007)-2 Al ZEju| ol A]

Zhol whet Wsk= A skt oA, ARESA AxY =S 283 i
Z]9] 7Loli= Longstaff(2004), Monfort(2014), Schwarz(2015), Schuster and Uhrig-Homburg(2015)
50| It} Longstaff(2004) = T-Bond<} Refeorp(Resolution Funding Corporation)j}4] g &
A ZRE U] 7] petE AlolE 770 A ol sl 3] A sk, = Al
o] 574 Zeju|ol A A Wste] wh-3-9hflight-to-liquidity)2 A Al 8F T
Schwarz(2015)= A AT 3 AlS ez = A8 A #1574

] g et ME7IE T A A
SAYAEe] 2z = S & ARhe Hylow, A fEder sl A
Al 2 == 77bp, = A JF A28 =i 49bp S S A AISFT Schuster

and Uhrig-Homburg(2015)+= 1}

ol

o

X]_,_E'_ ;(4_9_0]_0:1 OE/\'] ]_{f}_?_ %E—E%iﬁ Ea

1o

o]
K
H1
2
R
rlot
HJ

& (two-regime Markov switching AR
model & o 45to] 54 man|ede] TS AEeIAH, JREEA &

o] F= AAIA HA] | a7t Az e}
AoEH F54d Zu Y 23 2 Ql(priced risk factor) Y42 AZ3FA
o} Monfort(2014)= = HHE ool o]x& 7|7t Y (regime-switching
affine term-structure model)2 H @A H3}o] AU AZH =9 LA Q421 A&7 &

A9 F5 YHjoint dynamics)< 43 A3}, 9] FAA| Ao HAER

o mgElo] i A, cbs AANE f54 2l2azt YAlEo] Adrhs SudA A
9](bias)7} EA3FcH(Duffie and Liu, 2001).



A AT St SN A S 9SS A

b

o
AA
= JEAFEY] 5 ZEnY A weld dyEe AT 259
(2012), A& 5(2014), =72 - ¥4 =1(2014), Fa7F £(2015) F-°] AThy, A4
& 253(2012)2 20001 195 20109 5L7HA] 7|17Ee] A AAH ARE
H

ol gsto] AeF AL, WAFY W AU V152 5 AXE ol g3l §
4

e
o
[¢)

FAE 2RO, Al A fEA AL mEol sl Az 2HA - WEA &
B4 Zelujele] 247 BAMOR IEA e uustdch AAE 9

(o1 23 S ARE ko2 slAble vl Eel F8917] 71kt ol
W ol Fol An W A ST, FEA7] 7IZkel A Sl AT B A=
ReIR W L FoH, T ol T {54 Blo] FHUSE

AATBFRATE = - H (20142 FAFS] H W ol Al CDS W7 B E H| o] A]
_]

FA 7] U(reference entity) ] 3 W7] A =& AxHy=

o} cps AmA =] Aolel Wo| A BE ¥ TRkl FUsHA Hgstel

11) —?‘E]"]'a'-’] A Adle BEAE B3 ZQ At 8 olF
Ao A 88ttt 5H f54d AEE ARESH] & OE" =
SAZE JoH(AAE - 259, 2012), A= R0 oH Y X‘@@L 54 Wl
gk EAJo] A9l YUATHHAR €, 2014).

12) 3} AR GK-CDX) = ALGAP T2 dShEA] A2 g 23t aps
2 FAE ZEEZFQo|r} KCDxE 20134 3% 20URE FHEARD] FHo|x|o| FA]
F3 9t K-cpxef thgt ARAISE A8 | o] X (hitp://deriv, kofia, or, kr/index/index, html)



2. OIxkg 7= =3

oA 7Rt RS oty B, A A Y 2Eal FAH
T 7 Hgo] ojAbe ZRA L os) AUt e 2

3 AR A 2 Aol A ASE = A o s oA Z2A|AE Y
Qe 70l dAA 7 ZRAAR AHostal AH ZRAAE F8) ol
TFEY] 7HE AT BP0t A - &A41F, 2007). olet D] SAH
R oA ZRA|L dis) S4 BYe M= Alo] oyt drtehd
o= FElofl sl oA 7|l AAAF= WRol. +F HEF I} 2pe) A
A P2 AAE oA ZRALE T3 A Ee olxE v 7H4E
= A8 ARSEoll Hlsl FAIA g2 o]Ake 71

EN

e B0 57

=

=
SA - 2T 2011),

Al(interpolation)©]] =2 AR2-Eof H]3|| Nelson and Siegel(1987), Svensson(1995),
Smith and Wilson(2001) &3} ZHo] o= Fe = A sh= EF o A= Watat ¢
Aextrapolation)o] 57 7Hs347] W mo] 7|71 2§l o §ela maolet o
9l

bl

=

:ll

rr

anbsly s e o]RHE 4 ¥ 2l Nelson and Siegel(1987),
Svensson(1995), Smith and Wilson(2001) 23 &3] F¢d o|x}-&3} =4 iZg]
S 717200 t-g-shs S ARSI E B B A A EFol
obd BAH R ST olfE B AT} ol4E B AEE ARl of

Uk Aol A A5 5= oA 7|32 o] B o, 2HE I & AR



5 23] ua] o] 24 AL YA BE ol xgol 3t o] Ao &
ofteh At o)At T1bol] Tiet oS FHsShehs A melsy] el

7}. Nelson and Siegel %%

Nelson and Siegel(1987)2 A o] AH&(f,(7))= A1)} o] Tt7|(z )ofl tisl 4+
&3t Laguerre 9hp2] Agt o= A O5Ial A& o] Ay, (1) 7] A H (0) ol A
W70 )l U A ES B A @R AESech,

ff(T) =p3,+ B?feXp(_ )\fT) + /BRf/\teXp(_ )‘ﬂ—) D
B 1—exp(—\7) 1—exp(— A7)
y,(1)= By, +52f,( AT ﬁ.‘it( AT - exp(— A7) 2

Nelson and Siegel(1987) &2 8,,, By, By, A Ul {8 B4E T3 d& oA
S AY3itt g,= w9 RaetA 94 22 98] gl A7) 2.2l
(leveD& 2T} fyi= 1—exp(—A7)/A 7ol T IO 104 AJZ}sto] w7
(r )7} S7Fedoll weh 022 stz Tr] gQle R st ojxls 7|3t
29 7]1& 7] (slope) ol th-S-HTt. By, = (1—exp(— A7)/ A7) — exp(— A7) ol THEE 821
OS2 W7|(r ) STk whet FTIse T gashs FER ojxbe 7R 7]e
715 W3] 7] = I (curvature) 2 S| A4St A, = T 7t V1) e 4§
F7F fAaste S AYshe EeEA A 7F 21 1717 2 Aol ATt
oW w7 7F g Aol ATt &

=L A7HA

U, Svensson 23

Svensson(1995)-2 Nelson and Siegel(1987) E & ol F= HA| =& F715t Je =
AT By AASHATE A 32 (e} Zol o]z} 7|7tz tiEl] A7) &

13) Nelson and Siegel(1987) & 2] A 7]+ Diebold and Li(2006)9] Wy AM&-35t4ct.



HET0T K27 A4S

1T} 7|7F7%9] 7|18 78 HHEsl= HEL Nelson and Siegel(1987) 7} S5},
e oAb 7|39 7)€ 7|5 WA 7= ol tial 22f ks 71t
Fe= At FAaloF & 249 e ST, FZ(hump) FE| 9

Wisi7} Z7Eo] 7] o) Agol et ARtES A 4 Qleks do] Bl

[(1)= By +ﬂ]texp(f )\iu)Jrgzt/\th _

T T
2, +53tTZt€IP(* th) (3)

1— __T 1— __T
P At P At T 4
yt(T): Bor + By T/)\h + By —exXp|— )\_h) 4)

( 1—exp|— T
2t

+ By ———

By 7/ At

T}, Smith and Wilson 23§

Smith and Wilson(2001)2 2] 7| AEO|A-E-(UFR ; ultimate forward rate)
I 7] AreolAba(UFR )| tigt 3| AT ()0l o3l o A& 7|72 E A
at= myS AAIEFYC) Smith and Wilson(2001) 2 o] 0J3 # & o] &2 4]
) 2 4] )] ofsf AFEHT.

N
At)=e” "+ 336 Mbu,). ¢ > 0 ©)
I/V(t,ui): 67 UFH(t-Fuj){a min(t,ui)* 0'56frymax(t,uj)(eamin(t,uj) e*mnin(tuj)) } ’ (6)
A7IA v AIA TS E= A oA 1], v= 3 tiAdel H= T,
G BE ol FA A BEA G RAASE ek
A BEA &} FAAE dAATI= AT (= A )0 gt AF HekS



rza
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- (7)
R ®)
P=(Puy). Plus)e Pluy)”

W= ( W(ui’ uj)),j =1,2,Nj=1.2-+N

Smith and Wilson(2001) % &-2 Nelson and Siegel(1987) ¥ Svensson(1995) % 1}
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B2k sth 201549 T 7|F0Z 26 4% YA RAPATT|ZAHE 14.7%
A, A E 11,62 9, =22 0,042 ) o|Thy),

AHEESA = ML 7124 419 5 1871 A8ton, o 1A
AR FAEL A E FbAet A el A el o] i AkS-Ee] et
Tho), wheba] & A-tofA = R RS 4189 A(quality of credito] =<}
dopal B A7) AREZA} S o] A& oAb Apo(o]st K E S
Axg =gkl ehE 854 X #(liquidity measure) 2 ARSI THS), (Table 1)
oAl JREZA oA TY 1hE W) A o)A thy] P Ao R ZF
< W7TER 0.13~0.23% 52 A& & = Atk Z12]aL (Figure 1) o A A F-E S
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assessment) S 5}o] Y o|Ag R ARET AES AASHY, AGAA| FES] &5
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(Table 1) Descriptive statistics

This table shows the descriptive statistics for each tenor government bond and
government-guaranteed bond vyields. The sample period is from January 2003 to December
2015.

(unit: %)

Maturity Mean Std. Dev. Min Median Max

Government 1 3.54 1.06 1.51 3,42 5.66
bond yield 3 3.84 1.06 1.58 3.85 5.86
5 4.07 1.07 1.72 4.34 5.97

7 4,27 1.07 191 4.63 5.98

10 4.38 1.04 2.10 4,74 5.98

Government 1 3.67 1,10 1.58 3.60 6.18
-guaranteed 3 4.06 1.13 1.64 4,21 6.39
bond yield 5 4.29 1.12 1.86 4.55 6.44
7 4.42 1.12 1.96 4.74 6.46

10 4.54 1.10 2,17 4,93 6.51

Government 1 0.13 0.14 0.01 0.07 0.71
-guaranteed 3 0.23 0.22 -0.03 0.14 1.44
bond spread 5 0.21 0.20 -0.01 0.15 1.31
7 0.15 0.12 -0.04 0.12 0.63

10 0.16 0.14 -0.03 0.11 0.75

Ao ARESE A7 7Y 7| el EY), d&E O] A E(zero-coupon bond yield),
SIARY A4 R SRAABAHE N A AT Wekom, SAY At g

AN A stol BAISH W7 Be FRAANS0E AL, £

-

19) “A7HE7} 71% solg ol FEEARL AT AW, 7Y olg 2U, F=A o2
o] FRY - ASETY % o

2w ER QAP AE xﬂ%ﬂ% AAF Za o)
E(yield to matulity)% W EE-FAEIALS] Y W Gl et 44 Al7-22).

20) AR HE S ui BP FEHAAA T = AR SAUS EH st STEAHEAS
24 AS5HF BBB- ool 93} mA| AL viaAom FASI ATEN T
HhAl o 2 AT F49) Z](total return index)©]w, 2001 1Y 2¥4-S 100pt= )0
FAlSkL glek w7] 3704 olsf, FRN, 4] WA A, 9 AW, AHLAH, BBB-
gk R, =278 A% AE, v Ad 109 vnk AES ALjE S wE A
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A= AE 755 JEA 2 backward looking®l A& <=¢] E(realized
returns) THAl forward looking®l S (AAA - AA - A) THZ[RH(-2-3-4-53) 15
Ne] AI7FE7F 715 &NV, vield to maturity)2 ARE-5F THLongstaff, 2005;

Houweling et al,, 2005; Chen et al,, 2007; A& - 253, 2012),

{Figure 1) Yield spread of government—guaranteed bond

This figure depicts the yield spread measured as the difference in yields between
government-guaranteed bond and government bond. The sample period is from January 2003
to December 2015,
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ol & 7t zpo}l 717t Az E(TERM)SY 7] A =&} A =9l & 7t
& 2ZY =(DEF)7} B olE A =9 OF 90% o] dTERt

o= AL ATE A AT Gebhardt et al, (2005)-2 Fama and French(1993) 2] 2

Soad, AE 7] gt mep ohefRt A4 gl B A7) AbEEh
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et al (2005)-2 2] Fama and French 28 Q1 Gebhardt et al (2005)2] T3 0|83}
o] JJHUAIAL] §5AS BAIEE Lin et al.(2011)-2 Fama and French(1993) 9] 5
A4 Zeju|¢l, 5 Zeju|d, FRIA7E Zeju] e, 7|13 Az e, Al
& 2z B)o §574 821& F7lste] BATH A3t f-54 Yol A A2
gl=o] 7H4 AR aclolm 7] A7)l PR A E @ F(flight-to-quality) 0]
EAFE H 3Tk Acharya et al.(2013)-2 R85/ SZ o] At 7HE ¢ vl x|= %
S USRS AFESto] EAsHglon, 5748 349 4 A7) A7
7 ]

FolA Vet 275 (conditiona) & BT AL - 25H(2012)
i, A

Gebhardt(2001)7} A|Fst 4% Fama and French 23S A-835t0] 31t 3] AL
A 54 EA RSt 54 ZEv|dS 7P & AWsks K5 AT
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UdrA o 7 FU V7| o] Aot =) 7HO] o] &b Afoofli= Al-g- Zeju| ¢l

ub ol gl 854 Zaju|¢o] 323}t F o] ¢lth(Driessen, 2005; Longstaff et al,, 2005;
Chen et al,, 2007; De Jong and Driessen, 2012 ). ©]&]gt I | 4] 4] (9)2] Fama

and French(1993) 2891 g O] DEF= 418 QQl¥ut ol f-54 QaQlo] 23

__4

F A8 Q92l(gross credit factor) &2 AT 4= Qo DEFE (54 Q9
(ILLIQ)3} §FA Q9912 X735t &= A8 Q Ql(net credit factor; CREDIT)O. & &
afek = ok, 54 2Q0s AAS &= A8 8919 483} WRISto] Longstaff
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2 (liquidity- adjusted CAPM)2 A A5} T}

Yii ™ Y= it Bigern TERM, + B, 4o DEF, ¢, ©)

i,term

oJ7|1A v, = SARY i 9] ¢ ¥ T o] R & (yield to maturity; YIM), ¥;, = ©7](1) =
A OIARE(YIMS ZHZF Yebdlitt 7ERM -2 A7 AEA|eL] FHo| o] m gt
7] =y oAe 1 @] AL oAk 7ke] Zfololw|, DEF= 77| AHA|=E] o]
AR(YIM) I} 7] =733 ofRfer 7ke| Zpol S Yreplt). 7| A g= eh=rAtikg
7Fe] vl BP SRR Foll A w717} 4.5~5d Q1 AlE A5 ARE-SGIT.

(Table 2) = 8 AWWHFE9] 7|& SAZL JBASE Uepdt}, 22 7]
24220039 17E 20159 1297kR] 0|t} s AollA DEF 2] E5H0.68%)>
CREDIT 9] <H0.519%) 3} ILLIQ 2] B+H0.17%)2] Tt - ERleh 4= it
8] 9d BoA] & A8 Q2191 DEFE Ha|ste] &3t CREDITI}; ILLIQ 7}
O A7 058 52 A& & W, CREDIT} ILLIQ+= 47 7 A =27
051 %

B F A0 oA 4 Qlrk, whebd AAUAA) TEA FEA 890
=]

A 7] oF= & A8 9 ?Ql(orthogonal net credit factor; CRD)-2 4] (11)& A&
Sto] 223908, o] WS 483 A iLohonhogonal) WS AT &
Th= A4 o] ¢)th(Cieslak and Povala, 2015).

Y =Y., =a+8 TERM, + 8

 rdCRD, + 5, i JLLIQ, +e¢, (10)

i term 1,illiq

CRD, = DEF,—a—3 « ILLIQ, (11)

AZ|A TERM-E 4] (9)8] 7|17k A3 e E(term spread) 2t 5 Yo, ILLIQ=

A AEEA 7] ABA L] FH ol Ao wiA s A7] FREZA o %

7] =LAy o|AHg 7o 2po|, CRD= -5/ 8Qlo] F3FE WA == 418 8
Z

@] (orthogonal net credit factor) &2 A 4] (11)S o835} 43+ gk Z+-2F YehdiT)

>
to
o
O~

22) 459 oA Al(multicollinearity) & FAFEAF Q A(VIF; variance inflation factor) 2
HAESH At wh2W CREDIT O] VIFZ} 6.052% 2 Weh 13 2des wdg
7Vs/de] E=A vEb T
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(Table 2) Summary statistics of explanatory variables

This table shows the descriptive statistics and correlations between the explanatory variables,
TERM is a term spread of government bonds, /ZLIQ is a liquidity spread measured as the
difference in yields between long-term government-guaranteed bonds and government bonds,
CRD is an orthogonal net credit level, CREDIT is a non-orthogonal credit level defined as net
credit factor, (DEF - ILLIQ) and DEF is a credit spread measured as the difference in yields
between long-term corporate bonds and long-term government bonds. The sample period is
from January 2003 to December 2015, *, **, and ** denote significance at the 10%, 5%, and 1%

levels, respectively.

Panel A @ Descriptive statistics (unit: %)
TERM ILLIQ CRD CREDIT DEF
Mean 0.47 0.17 0.00 0.51 0.68
Median 0.32 0.12 -0.05 0.47 0.61
Max 2,20 0.94 1.05 2.08 2,84
Min -0.08 -0.03 -0.40 0.18 0.24
Std. Dev, 0.48 0.16 0.24 0.29 0.39

Panel B : Correlations

TERM 1.000
ILLIQ 0.443"* 1.000
CRD -0,102 0.000™** 1.000
CREDIT 0.159** 0.550™* 0.835** 1.000
DEF 0.291% 0.796** 0.605%* 0,943 1.000

U $54 Zelulge B o)A N|PRe 27

T TAZ Y= AT
A= oA 71X A4S AT 2y A4 T@AIEA Nelson and
Siegel(1987), Svensson(1995), Smith and Wilson(2001) 282 AR5l &0 off st
FALAE WStk oFol AR AtollA At mRel o] Smith and

Wilson(2001) &3} =&2] Nelson and Siegel(1987) X Svensson(1995) B8 =

FAA ol GE FH AL IYT 5 97 W] FUA ABELS HET F7
©AE wjmate] o|4e VTR 4 RFS At B AP F

=4 7€ g2l sjgshe d= oAkl His E& 7t 54 ZEvde
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(Table 3)2- 2003 1€+ E 20153 12¥€7HA] 7|7k2] SH4 - gl7|d $018 A
F=(yield spread) @] A A|Y B4 AHS Uepdc), S0)E Axd sl oY T S

2 W12 A7 17 71 Sl Biyidd to a4 T2 1 0| AHE-& A7
o] 545ich. T A2] Fama-French R3] T 74 AR} T B U5
2918 183t A Fama-French 28 2] A| 71| AiRids RIE 104 5-0lrZ0f| 4]
EAK 0% SolhS o 4 othana 19 O] TERY £910] A% o)), 2
%] Fama-French 38291 ®3(80.8~98.4%)2 283t 790 Fama-French 2891 2§
(79.7~97.80) ] BIsl 578 AAAT7E LA 1~2%p F7F5kaL, 2 Aert B4
o= oF1 pip NS 2 30l 8 4= glck. olelat ATke SejUeke] AR 4o)
J

Ea d9ske d Bleed 8ol F8% Ags & #w ofysh 2

2% S| e 2715 24 AR ASE WolAlE 7

AL AGET} e A 55, 11422) A Aunk bond) A4 F
=]

23) o]Z&a(2004), Diebold and 1i(2006), BF-&-Al - 2TH2011)L 2431 o] EHoH AR 23
< HHgste] A& 7|7tel| dgeke BB HZHOP%Z]J B2 A M TEAIHY
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(Table 3) Time series regression

This table presents the results of the following models:

Fama-French 2 factor model: ¥, = Y; . ,= o, +5 TERM, +B; 4.; DEF, +¢,

i,term
Extended Fama-French 3 factor model:
Y;,t - Y}',s,t = (11- +ﬂz‘,term

CRD, = DEF,—a—f3 « ILLIQ),
TERM is a term spread of government bonds, DEFis a credit spread measured as the difference

TERM, + 3, ..,CRD, + 3

iilliq

ILLIQ, +e,

in yields between long-term corporate bonds and long-term government bonds, CRD is an
orthogonal net credit level, and 7ZLIQ is a liquidity spread measured as the difference in yields
between long-term government-guaranteed bonds and government bonds, The sample period is
from January 2003 to December 2015, The t-values are given in parentheses, *, ** and **

denote significance at the 10%, 5%, and 1% levels, respectively.

Panel A : Fama-French 2 factor model

Portfolio ¢! TERM DEF adj. R
AAA 1 year -0,2984% 0.0436* 0,8808%** 0.877
(-13.616) (1.886) (31.300)

AAA 2 year -0.3381%* 0.5350%* 0.9616%* 0.931
(-14.665) (22.000) (32.150)

AAA 3 year -0.2933** 0.7831** 0.9558*** 0.955
(-13.530) (34.244) (33.983)

AAA 4 year -0, 2502 0.9388"** 0.9408*** 0.974
(-13.905) (49.461) (40.304)

AAA 5 year -0.1608*** 1.0488** 0.8997% 0.978
(-9.233) (57.083) (39.812)

AA 1 year -0.3330** 0.1274* 1.0630%** 0.890
(-13.102) (4.752) (32.240)

AA 2 year -0.4333% 0.6151*** 1.2555%* 0.931
(-14.999) (20.188) (33.504)

AA 3 year -0.3814* 0.8523* 1.2739* 0.943
(-12.791) (27.102) (32.937)

AA 4 year -0.3339** 1.0698** 1.2469% 0.955
(-11.484) (34.882) (33.057)

AA 5 year -0.2457™= 1,2553*** 1.1976%* 0.959
(-8.322) (40.416) (31.351)

A 1 year -0,1608*** 0.3672% 1.1026** 0.797
(-3.766) (8.152) (19.903)

A 2 year -0.2803*** 0.8433%* 1.3777* 0.868
(-5.687) (16.223) (21.550)

A 3 year -0,1391% 1.0783** 1.3807** 0.857
(-2.425) (17.825) (18.559)
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A 4 year 0.0609 1.4335"* 1,2589* 0.873
(1.008) (22.502) (16.068)
A 5 year 0.2567+* 1,6808"* 1.1720% 0.861
(3.724) (23.116) (13.100)
Panel B : Extended Fama-French 3 factor model
Portfolio fe TERM CRD ILLIQ adj. R
AAA 1 year -0.023 0.002 0,729+ 2,016 0.893
(-1.46) (0.10) (17.29) (28.28)
AAA 2 year -0,051%* 0.470%* 0.709** 2,203 0.952
(-3.41) (21.51) (17.81) (34.09)
AAA 3 year -0.010 0.714%* 0.686%* 2.306%* 0.972
(-0.78) (37.18) (19.62) (39.03)
AAA 4 year 0.034** 0,880 0,714 2.214% 0.984
(3.13) (55.71) (24.80) (45.49)
AAA 5 year 0,115 1.002%* 0,719 2,065+ 0.984
(10.04) (59.41) (23.38) (39.75)
AA 1 year 0.000 0.086*** 0.902%* 2,303%* 0.901
(0.00) (3.14) (18.09) (28.03)
AA 2 year -0.051** 0,545 0,983 2.9171% 0.946
(-2.58) (18.87) (18.68) (32.74)
AA 3 year 0.003 0,773 0.966%** 2,998 0.958
(0.15) (26.70) (18.32) (33.02)
AA 4 year 0.044** 0,996 0,959 2.916%* 0.966
(2.25) (34.77) (18.38) (33.07)
AA 5 year 0,127% 1,190%* 0,946 2,764 0.967
(5.89) (39.41) (17.19) (29.72)
A 1 year 0.178** 0.312% 0.887** 2,520 0.808
(5.59) (6.64) (10.37) (17.45)
A 2 year 0,140 0,766 1.077% 3.196%* 0.879
(3.85) (14.37) (11.09) (19.47)
A 3 year 0,272 0,987 1,004* 3.312% 0.872
(6.50) (15.95) (8.96) (17.48)
A 4 year 0.416%* 1.307%* 0,767 3,235% 0.894
9.78) (20.87) (6.72) (16.79)
A 5 year 0.574* 1.535%* 0,607 3,167 0.884
(11.82) (21.51) (4.67) (14.42)
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AFsPo A= o w2 AAA AL 2= A4 o w2 =983 7HAok g
o= Y =5 7F AR (risk-return trade-off) 7} A 3TE 54 291
27}t A1 Fama and French 23 9] 7} @ Ql50] It 0 & A A 0§ A
ZHY = AA] FA3AE YolH 7] 98] Fama and MacBeth(1973) BFH-S AH8-3}
Aok A A 5| 7|7k AR E o] g-sto] HlEtES A5k e ZF A
o] JFFS SUsHA Blwty] ) ZF o] $of gl HAbE IehHa) AA
o 22 Lot BEEAE U A (scaling) AHEaSITH oA 24T 4= 9)
L Ao w2 EAEF0] 9 (bias)S T]5F7] $J38) Fama and MacBeth(1973) ¥
WMo @ 2AE FZOE ALLSI TR Falo|A], A AF 220 E(realized

7HA R 429} E A3 E(yield spread) @} HEF] BA = AP S 2h=AE AW E
71 #1384 12)9}F Zo] HEr} Al &= 71t o A4S 483

Y;J Y} st =% +71ﬂz term +72ﬂ7 serd +’73/61 Jilliq +fy4ﬁ7 term +’Yo/61 ,ord +76ﬂz Lilliq + Uy (12)

AAA 17 (systematic risk)o] iAoz & YA Hef 52 505 L=
5 AYof 5, ol AxY =5 st 259 223t A 7149
AR Fasith SAH SR {Fo3t (O gholojof gt} fojE Axg e
o} e} 7hol BlAg o] AT 9l Vi, — ¥y, = 1B+ 78 )0l Sl AT
=0} el 7+0] 7187]%= Hn| B partial differentiation)2 ©]-8-8}0] 4,42+, 8, & -5}
o, g glA3 8952 £7 wEKrolling betas) 2] HaghS 2+ 28313t}
(Table 4) = A-§-55d} 7HE 7)o w2 157] £EZE| 2.9 it 324
A2 A, 599 28 Y%= (rolling window)S Z-83}0] Fama and MacBeth(1973)

24) Petersen(2009)>  ZthHof A 714
effect)7} A8} Ao FFoa=
wol Agake AsIL

of Zolg WA 7re] ATAL AZHEIHime
Eal © 2 Fama and MacBeth(1973) %
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o] 2tHA 3] HRAS ST EF 2= Fama and MacBeth(1973) HPH O 2 %
getdlen, HluE sdstA sh7] fIsto] A (12)0| 4 $-H o] a5 2F W
O] EFHUARE AA U (scaling) SHTE. H'd AE HH 7|7 Az =0} 41§ |
BFO 221} A7t 1% ol A FAR LR SulE 7 o2 ol E AxYE
of v|e} 7hofl vl o] TS SIS 4= Aok #jd BE HH #oE Axy =

of SAMOR FoRt 7|t AZY =, AR {574 8219 2lAA 7hHo] B
FH O 7S Uetdl= A4S & 5= stk oA -2yt AR Aol A 71%E
LxY et &= 418 Az et opu e} Bl 201k oE AxYe A
o 9lo] F83F 2lA= & Ql(priced risk factor) & AJAFSICE Z1@]al 7| 7F Az
E A4S Az s, 544 Zeud e HiEkEoe] 1 &9 2EHUA HE o 5= &

AZY == 7k7F 1,99, 1,71, 0,199 W2 oF 2= 9lt}

(Table 4) Cross—sectional regressions

Panel A shows the results of the cross-sectional regression tests of 15 rating and maturity class
corporate bond portfolios, The tests are based on Fama-MacBeth regressions, in which betas are
estimated using five-year rolling periods for each portfolio, The sample period is from January
2003 to December 2015, The dependent variable is a portfolio's monthly yield spread. 8,.,.,,
Bera> and By, are the betas of the steepness of the interest rate, the level of credit, and the level
of liquidity. To examine whether the yield spread has non-linear relationships with the betas as
realized returns, we use the regression models that include squared betas. The t-values are
given in parentheses, *, ** and ** denote significance at the 10%, 5%, and 1% levels,

respectively. Panel B shows the results of the risk prices of the cross-sectional regression tests of

15 rating and maturity class corporate bond portfolios,
Panel A @ Fama-MacBeth regressions
Y o Ea Bitig Bierm Bira B, | Avg. R*
1.124% | -0.209* | -0.713** | 0.186** | 0.604™* | 0.557*** | 0.116 0.936
(7.50) (-2.61) (-4.57) (2.34) (8.84) (3.44) (1.22)
Panel B : Risk prices
TERM CRD ILLIQ Total

1.993 1.710 0.186 3.889
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Nelson and Siegel(1987)} Svensson(1995) 2.8 7ke] B]wWt 71581951 Svensson(1995)
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(Table 5) Validation of the yield curve estimation models

This table shows root mean squared errors for the yield curve estimation models,

Panel A : Government bonds

Maturity Nelson—Siegel Svensson ; i
(vears) |1 = 0.7308] 4 = 0.75 | A= 0.7308 | A= 0,75 | o Wilson
In 1 0.0043 0.0043 0.0003 0.0003 -
sample 3 0.0052 0.0050 0.0008 0.0008 -
5 0.0049 0.0047 0.0005 0.0005 -
Out of 7 0.0022 0.0022 0.0021 0.0020 0.0016
sample 10 0.0031 0.0030 0.0027 0.0027 0.0024
Panel B : Government-guaranteed bonds
Maturit Nelson—Siegel Svensson ; ;
(years;/ X = 0.7308] 1 = 0.75 | A= 0.7308 | A,= 075 | o Wikson
In 1 0.0050 0.0049 0.0003 0.0003 -
sample 3 0.0063 0.0061 0.0004 0.0004 -
5 0.0053 0.0051 0.0006 0.0006 -
Out of 7 0.0019 0.0019 0.0016 0.0016 0.0014
sample 10 0.0030 0.0030 0.0026 0.0026 0.0022
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(Table 6) Calculation for adjusted risk—free rates

This table shows the calculation for adjusted risk-free rates of AAA corporate bonds as of the
end of 2015, The expected liquidity premium and the expected yield spread are estimated using
the extended Fama-French 3 factor model, The risk-free interest rates term structure is based on
government bonds rates, Actual yield spread is measured as the difference in yields between
corporate bonds and government bonds with the same maturity.

(unit: %)

1 year | 2 year | 3 year | 4 year | 5 year

Expected liquidity premium (a) 0.50 0.68 0.68 0.65 0.59
Expected yield spread (b) 0.74 0.94 1.10 1.18 1.31
Contribution of liquidity premium
2 1.91 45.22
(c=a/bX100) 68.58 | 7298 | 61.9 55.03 5.
Observed corporate bond vyield (d) 1.87 1.90 1.95 2.01 2.14
Basic risk-free rate (e) 1.62 1.64 1.67 1.77 1.86
Observed yield spread (f=d-e) 0.24 0.26 0.29 0.24 0.28
Liquidity premium (g=cx{/100) 0.17 0.19 0.18 0.13 0.13
Adjusted risk-free rates (h=e+g) 1.79 1,83 1.85 1.90 1.98
Aol Al TR A] Qb= 7HY] 24 FE ol Y Xkt R AIREE
FA3F 45 Smith and Wilson(2001) & ol i dsle] qH7| & S7ish= W

2 oifate] AT, (Table 7)2 20159 & AREE ©]-§51¢] Smith and
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HE2 245 0=A 7g)u]9S 7FAFSHL Smith and Wilson(2001) 23082 9|4t

sto] 7ok 1G5 SAAC] @8 o] 422 217k bt} 2] 3L (Figure 2)
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(Table 7) Term structure of adjusted risk—free rates

This table shows the term structure of adjusted risk-free rates for each rating class calculated by
adding liquidity premium to government bond yield,

(unit: %)

1 3 5 10 | 20 | 30 | 50 | 80 | 100
year | year | year | year | year | year | year | year | year

Corporate A 223 | 236 | 2.51 | 2.84 | 3.26 | 3.50 | 3.74 | 3.89 | 3.94
Corporate AA 1.91 | 2.05 | 2.19 | 2,57 | 3.08 | 3.37 | 3.66 | 3.84 | 3.90
Corporate AAA 1.79 | 1.85 | 1,98 | 2.40 | 2,97 | 3.28 | 3.60 | 3.80 | 3.87
Sszzmnem'gu aranteed | ) 6o | 1.77 | 1.99 | 2.18 | 2.65 | 3.03 | 3.44 | 3.70 | 3.79

Government bond 1.62 | 1,67 | 1.86 | 2,10 | 2,18 | 2.25 | 2.8 | 3.28 | 3.45
Observed government-

1 1 1 2.1
guaranteed bond .09 77 .99 18

Observed government

1.62 | 1.67 | 1.86 | 2,10 | 2.18 | 2.25
bond

{Figure 2) Term structure of adjusted risk—free rate
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Abstract

This paper aims to suggest an estimation method of discount rates for
insurance liability valuation reflecting the term structure of liquidity
premium under IFRS 4 Phase II. The advantage of our method is that it
is not only theoretically solid, but also practically applicable.

The main findings are as follows: First, the extended Fama-French
model, including government-guaranteed bond spread as a liquidity
factor, is suitable to determine corporate bond yield spreads. Second, the
liquidity risk factor is priced within the cross section of each bond
rating and maturity. Third, the Smith-Wilson model exhibits substantially
better fitted extrapolations for the term structure of risk free rates,
compared to the Nelson-Siegel model and the Svensson model. Fourth,
the term structure of liquidity premiums for corporate bonds of each
rating as well as government bonds is estimated to reflect the
characteristics of cash flows of insurance liabilities. Finally, liquidity risk
premiums of Korean government-guaranteed bonds and corporate bonds
with AAA, AA, and A ratings are estimated to be 10, 18, 38, 70 bps,
respectively on three-year maturity basis at the end of 2015.

* Key words: discount rates, government-guaranteed bond spread, insurance
debt valuation, liquidity premiums, Smith-Wilson model
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