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Assessment on Domestic Life Insurers’ Liability: A
Interest rate Sensitivity(Duration) Approach

The Korean Insurance industry poses major challenges encompassing the
persistent period of low interest rate environment, an introduction of market-
consistent accounting such as International Financial Accounting Standard(IFRS)
17 and International Capital Standard(K-ICS) for solvency regime, etc. Along with
these challenges, the return of major advanced countries’'s monetary policy to
normalcy makes matter worse to our insurance industry in terms of heightening
uncertainty of the shape of the domestic yield curve in terms of level, slope and
curvature. The shape of the yield curve plays an important role in the calculation
of interest rate sensitivity of liabilities with long range of maturity. Our report
provides a market-consistent framework of the calculation of the present value of
insurance liabilities and the corresponding interest rate risk in terms of duration.
The major empirical finding derived from our model is that the duration of the

liabilities in the major life insurers in Korea are estimated to be about 15 years.
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7} et Smith-Wilson 47 1H& AR} AgolA BEEA| o= 7 F217]

2Asl 7]goltt. AEZES BRE P(r),7> 0]tk P(r) = ]2 B4 rolA] 1
o A Rolm AWl d Aol AR 2 Rl HeA

Plr)=(1+R) "2 YEd 4= It} Smith-Wilson 7|9 B4 & TH7]7|7L ¢
qslA] AR P B BosHs Roltk. 919] 4o olsjA] HAAEelH ] A
A 7919 B2t goldt.
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2 7Fg
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of7]1 A HAA Wilson TR0 Wir,u,)= thaat Zo] 4 ojdh

W(T,uj) :e* UFR « (t+u;) e v ¢ min (T,uj)

—05 . 670 « max(ru;) . (ea « min (ru;) *670 . min(r,u‘,))
of7|A N Foli AL T, wyi = , N Folx d9 w717, 7
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FoAEEE AHS B ARk ke Aold £¥FEE(Approximate Cash
AL Qe ol IFRS 17014 HARA 4k A] 2 85= d555ol udt
g SR 4 gl7] gigolch &2 IFRS 17014 olsti Y A2 Al7HE -5
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1. AUl 24 =9 0]e| F2|TAT(FH|0|M)

HYPFRA o Felolde bt w7|E e Fol B4 7Sk Hatols €
Ak 7HEAE ol Ade] 27 A7 AA|She HFelH. w7E
QARA = Fo| A dF o= ST = QU o]t HTHHLE w0l B2
3 7igol.

A A A EAAe BARA FeEoldS AFEshd thadt Zrk BA w4
oldZ of 151902 S} HoEEe duEd SedEd AJFe] wHeld

= 49902 vl 12wl ol FA0lE&e] AEEe] dEE] 7] ol
wrele]4de] 0o] obd 2 FAlol&ol A HFol&o] WAlE o] 7] WZelt.

wrey
A BFolgo] girkd FEAEY AE Felolae 0olet & 4 k. Feflol 4ol
2 212 ARG Aol o] HAHFoleS kst FF &

AHZOlE F olslz sttt 7he/d Wit & EPoJAE A HIFo|E0] A
FolerEn 2 495 =S = St Rlo] FE s P AF2 Aol
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&0| P HAAEFole T A =L D 4= ok
71708 F¥E (E V-DI Zr

P Y] AS BAGEEE Ao|7t A B EH 9] Flo] Aol oF
2659, A4 9 I8HFL 2014, A 17.0d02 FHHETHE V-2) FX).
BAHEHY FHoldo] gkttt & A2 B4 A9 BEEAF = Ee= 1l
L7t R7lo) A o g HS5H7] vl

g SMEE R AWE o $4F HA3A] [Eoldo] 121908 T W
3, RO E U YA 15.74, YAHA HESATE 16.7HCE 7H) w2 7
o]AE 7kl QITHIE V-3)~E V-5 HX). T4 BV} 7HF w2 FlolA
< 7= de FE9E3 4EY vise] AHEdR i8] 7P w2 HS(7.96%)=
A8t 917] Wzl F¥ 953 HISol 255 FHol4do] Rolxl= A3kl 3l
o SUEe A2 FERIEE AR HgAet Y EsAbe] REoldS
W tiofli= A Hels]Ae] Rloldo] B Rou A= Hud = & A 7t
o]7} B Ith= o]t o]2|gt @/do] WAsl= 212 B=E AEa tiv] |
53 HISol AHAED di B H 7] flzolt.
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(B V-1) 28/ AZFE710 HM8E 7|12tE =2

(S %)
THEO| 13 3 54 10 204 604 1004
== 2.09 2.46 2.74 3.14 3.84 4.34 4.44
(B V-2) Mx| MEESS|AIC| HELR S0
SN &E ZajEs] |
:I'LE_ = - [m=] )lg;:[oo _2571'
=PSralSie | SE=S] mislska] || Rissk) A G
ol 26.49 20.05 17.00 24.09 4.87 15.05




m AFE M 2018-25

(B V-3) U MEHEASIAC| HEHER F2|0]M
=2EEH
= - - =™ | 3
BANES | XEM, W_HS | A2 A
oA 26.85 20.20 17.08 24.37 5.00 15.65
(B V-4) 328 MHHHSALQ| HAHERY F2|0|M
22eEs
T= = = = =288 | &4
HYHES | NEY, usHy | AZSEH A
ol 25.37 19.54 16.70 23.17 4.92 12.14
(B V-5) XA MHEESHSIAIL| HSEXH F0[M
=2EEH
= - - . . = =™ | 3
BANES | XEM, WeHS | A2 A
SZglo]Ad 26.02 19.90 16.97 23.73 3.89 16.71
J RBCA|stof| A At HYPHEA FHo]He] 7d~od ) vwe] & uf, 2110
A FE BERAO] FHoldL tidts| =t & 4= JITH(E V-6) FX). o|#3h
AL TAYA7 = T2 802 AT} TI&3ke] Aato|tt. oejgt Y Av=
AAT7] ZH-8of o2 HYPRAY ] v AFSE STt A=A HA AT
o] &-gof = Fa9] AA7HR] Fehof| 7]R1gttt.
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(B V-6) RBCH=A ESA] F20]1d S

dlo

TEEE=E

gé'am Azt CINES At F20M(A) | 241 F2l014(B) | XIOI(A-B)
A 25 7.29 7.81 -0.52
22,54 6 6.87 7.19 -0.33
27.54 7 7.66 7.31 0.35
304 12 7.29 8.41 -1.13
EEESEEEN

22,54 10 7.10 7.25 -0.15
27.59 7 7.15 7.42 -0.26
304 1 7.16 8.04 -0.88

- 2 6.89 6.28 0.61
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891  AAZHTime-varying Loading 22 7ok 389  Ef(3-factor
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18) F&=Al(Yield Curve)?t &2] A&t 28 o7} et oM EAchk: I A=
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ALI2|Q B0 ofst Z2a|BIZtE(S0|M) Tt 5y

—\T
1—e ™

1— 67 —\T
e
AT

yt(T) =L,+S5

+¢

y (7)1 t Ao A g7 E27E 72091 AA| F] A=

Lt AROIH 5% 24

St AlRolA 7187] 8”1

Gyt A-oA F= 89l

At A9 w7z 2] 7hAH]E(Decay Rate)2D)

€, tAIZo|A Hgto] A|Zo]a Bato] FolA Qi FHAE TERE Al

o}

il
al(f

3T
U

DNS H7g 410l 4] 3719 e E(Level)S UYEIHE L, 7]27|(Slope)E &
o= S5, F=(Curvature)E WIYske ¢ & 7450 3ot AlRtol whE SEI
= JE1A Nelson-Seigel 2P ZIFAIZo =M njgf F7|IHF2E &5
THe 9JuloflA] FE14 DNsk o2t & 4= lrt.

A WA FL 2207 2AFA G Loading)o] 191 Aoz AT o] 3
= FEeES 245ks 8 Wsolth 7L FRtvE 2 A%l g4l
L,8%00] oJsAet Y HHL77E AR Ad= 7 HA 5 A A g2 22
Agto] 02 = A ¥0] y, (o) = L,). 1,7} S7K3IEDsHE RE T4 A4
#2712 F7HEEPAIKIH. of=et HollA L2 7] 2%1(Long-term Factor)°|2t
A =Tk

WA g2 F2 DIETe] 2 9% F=dl 94714 59 298G T
Al-(r)e] 00l ZHAATE 12, BH7] Al (n)o] 73t = HIshd 02.= Z42F =5t

oltt. ol S, 9] LA Ag W77t vl g o 1014 Al AL v 7 2

1
32

S
flo

w2

ol

7]

£

20) W72 2 W] jE0.25DeIA 1) 2080 4

21) A4P FANES HoFL )00 (DY G G ASFIEI} e =S 2
B9, Aol Ak AL gadErt mel] v W@t 71 A9 A Aast +4
27 AYECing7t £ WE, 2 o) ) e gAsES oulstng wlt
B B9 A¥Et w2



58 R

oA WA 002 w2 SHsER F 1

A A e 7 7)) G Fu] 0,9 LAZAZES T AHo] HAL
71 290 002 ST () AAAAGEE W17 HE v 0014 Alste] 5717
A B7FSek7} w717k Lol AW ThA] 002 Sshe SAS 23 glo] Al WA 3
o FeRAe) 371¥ske A9she golat ¥ 4 Atk (9 F7k= Wik Al
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Ak ¥ oA S50 8 S7M1717] et (E V-2) =)

(OJ% V-2) 278 QQIXKZH(Factor Loadings) 2

1
\ L Loadings
08k e
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A F7HA] WiNEgEo] 242} oulsh= HhE A HQl=d], olstollAl= 2t w7l HS
E91 A, L, S, C < 3% (Estimate)stal d|Z(Forecasting)sl= AAE A5}
A gl ofsto A= AIER eS| 9 L, 5, ¢ @S FH5HL 7
FE2 AAGAER FFoka o] =T FEUFAES ASshetl AAE 719
Skal ITHCE IV-7) Z3).

AR, §7]0] A-Eoks thFet A\ e ARSIt A2 FoiX wollA ¢ 8114
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At

(B NV-7) 271712t 7R =

27| L, 5 G At SSR
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0.25+0.54
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o1 0.0042
021 -0.0037
Ty 0.0016
oy -0.0013
O3 -0.0009
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