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Abstract

Although two decades have passed since Korea introduced its retirement
pension system, systematic annuitization strategies remain insufficiently
discussed. Focusing on the fundamental objective of retirement pension
systems -- securing lifetime income -- this study evaluates the consumption
effects of a hybrid withdrawal strategy combining Target Date Funds (TDFs)
and life annuities. Using a representative 30-year-old male worker enrolled in
a defined contribution plan, we compare lifetime consumption under two
scenarios: a baseline scenario (TDFs only) and a strategic scenario in which 6%
of accumulated assets is allocated annually from age 55 to a deferred life
annuity, reaching 30% of total assets by age 60, with payments commencing at
age 70.

Simulation results show that the strategic scenario increases median lifetime
consumption by 5.7% and the average income replacement rate by 2.1%p; for
women, the improvement is smaller (2.7%) due to higher annuity prices,
though still stabilizing. The consumption-enhancing effect persists across
alternative deferred annuity commencement ages (60, 65, 75), increasing with
the deferment period through greater mortality credits. Effective
implementation requires addressing consumer challenges, strengthening the

capabilities of providers, and enhancing regulatory flexibility.

% Key words: Retirement Pension, Decumulation Phase, Deferred Life

Annuity, Asset Allocation, Mortality Credit



