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<Table 1> CPI and major components (Yearly basis)

Expenditure 1005190061 2007|2008 | 2009|2010 2011|2012 |2013| 2014
category
Total Index |86.14/88.07/90.30/94.52/97.13/100.0/104.0/106.28107.67109.04
01 Food and non
— alcoholic  |80.78/81.20/83.24/87.36/93.97/100.0[108.10112.43113.39113.72
beverages
02 Alcoholic
beverages and |97.76|97.56/97.96/98.49/99.60|100.0[100.80/102.29104.00/103.92
tobacco
03 Clothing and
P 85.52/87.81/90.16/92.47|97.15/100.0/103.30108.271111.43115.90
04 Housing, water,
clectricity, gas |88,05/90.57/92.60|96.62/97.70|100.0[104.50109.34113.21/116.45
and other fuels
05 Furnishings,
household
equipment & |88.90(89.08/91.41|95.43/99.66|100.0[103.70106.69106.98109.25
routine
maintenance
06 Health 90.97/92.75/94.37/96.19/98.28/100.0/101.80102.69103.06103.78
07 Transport  |83.82/87.70/90.82/98.81/95.31/100.0[107.00/110.45[109.87/108.10
08 Communication [106.01/104.73102.63101.14100.97 100.0/98.40/95.90(95.78/95.72
09 Recreation  |gq 51197 15/95.47/96.88]99.13/100.0/101.60101.83102.88103.32

and culture
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10 Education

81.43

85.36

90.47|95

41197.79|1

00.0101.70

103.18

104.39105.92

11 Restaurants
and hotels

86.5

1/88.19

89.82|94

13]97.74|1

00.0104.30

105.54

107.18108.73

12 Miscellaneous
good's and
services

75.13

79.04

82.94|90

42]96.61|1

00.00103.20

99.87

100.33103.43

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

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

Expenditur A
PENAILUTE 19405(2006|2007|2008|2009(2010/2011/2012|2013|201 4 average
category
(05~14)
Ann“af{;tr;ﬂa“on 2.75|2.2412.53|4.67|2.76/2.964.002.19|1.31|1.27| 2.66
01 Food and non
~ alcoholic |3.11]0.5212.50|4.95|7.58|6.41/8.10|4.01|0.85/0.29| 3.80
beverages
02 Alcoholic
beverages and14.85—-0.200.41 | 0.53 | 1.13]0.40|0.80|1.48|1.67|-0.08 2.02
tobacco
03 fClOthing and |1 00(2.6812.67/2.56|5.06|2.93|3.30|4.81/2.92/4.01| 3.19
ootwear
04 Housing,
water,
electricity, gas 1.90|2.87|2.24|4.341.12]2.36 |4.50 | 4.63|3.54| 2.86| 3.03
and other
fuels
05 Furnishings,
household
equipment & | 0.5810.21|2.61|4.40|4.43/0.34|3.70|2.8810.27|2.12| 2.14
routine
maintenance
06 Health 2.21/1.97|1.74]1.93/2.17]1.75/1.80|0.87|0.360.70| 1.55
07 Transport | 5.02|4.63|3.56|8.80-3.4/4.92/7.00|3.22|~053—1.61] 3.08
08 Communication—1.83—1.28—2.011—1.45—0.17—0.86—1.70—2.54—0.13—0.06| —1.21
09 Recreation and _ _
el 0.10|—2.38-1.72 1.48 | 2.32|0.881.60|0.23| 1.03 | 0.43| 0.39
10 Education  |4.21|4.83/5.98|5.46(2.50]2.26|1.70|1.46|1.17]1.47| 3.09
11 Restaurants |9 411 94|1.86|4.79197.74 2.32|4.30 | 1.19|1.55 1.45| 2.56
and hotels
12 Miscellaneous| 1 4315 90|4.94|9.02196.613.51|3.20 |-3.23 0.46 | 3.09| 3.40
gOOdS and . . . . . . . . . . .
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Note: Calculated annual inflation rate from <Table 1>, Annual average is geometric average for 10 years.
A 1037 = AHAETPESES A Hit 2.66% Fodtith drEze

20053 ~ 20073 2% SR 2] E7MES BT, 200833} 2011l = 4%,
20099 ~20103-& 2% 1k H 2013 ~20149-E 1.3% 1Y) A55S B9th

9 HFRFEE F50] 3.8% =

A, of 7)ol A Hol gk A& BaFEolvh =2 73-5- 1987 12 5-E] 1993
W 129714 28] AE7FG(CPI-U) & 744 0= 26.3% 45331, 3181 7<)
B2 (Medical care) 7= 54.2% 73583 TH3) . WA, =ruje] 7-5- 2004 1295
B 2014 1297b4] 10637F 4] 2RARE7 A7 30.1% 758t A RE B H-5
2 o3 Ee] 16.6% dsol LAt Aot B H AAIA o= st
ol me} s ito] & MANSES Holal I Sl g 1%
13 Agos Pt s M) & A Al Wikl BV sl t
& F5ol vlal st A o8 FAE) 18u <Table 3> 7HAl & F2AE AA7H

U A E N Rl A= 2004 T L 2H|X]E 0] 1,797,294 U014 2014
d 22 551,057 907 A Hit 3.56% =715 vHH, HARE-S o 4 5.05% A5

“

13) "= =55 A% (Bureau of Labor Statistics)oll M= LR|AFETAFS F 714 A-7¢
o s SAHS=H BE ZA| LM R Aoz SAs= Ao] CPI-U(The CPI for
All Urban Consumers)©]il, EAAFELEALS} AFREE EAAES thlo 2 =43 A
o] CPI-W(The CPI for Urban wage earners and Clerical Workers)%d. 2= 1987\ 12
- 1993 1297k4] CPI-Wi= T4 2 0= 25.5% &35ka1, 319 1572 Medical care -
2 53.3% 745313 S(Amble & Stewart, 1994).

14) 7% KOSIS, 2:HAH=7E2AH2010=100) #2320 AHe7 = XS24 20109014
Akst.
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Stk ol B B0 7142 F Q BA FUYA|NE Anlgko] HolytkS-S 9
184, o] = Q& B o] 2| A= 7 A5 tl3 7F5 217} <Table 4>l 4 L}
Wl uke} 7ol 20054 52.89014 2012 72.92 tiE A58t

O

d

<Table 3> Monthly average total expenditure and medical care expenditure

Brsedliiie | g0 2005 2010 2012 gl | S
category average
Total LI9T.294 1 071 687 | 2,286,874 | 2457441 | 2,551,057 | 3.56%

expenditure (Won)

Medical care | 102,886 | 1)) 506 | 150150 | 158.854 | 168.326 | 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)

Expenditure category We;i}:r o ettt of We;i}:r o Diifieremse
2005(@) | Yo 2010 1 o510y | (@D
Total Index 1,000 1,000 1,000 -
01 Food and non — 141.0 135.9 139.0 ~2.0
alcoholic beverages
02 Alcoholic beverages and 14.6 12.4 11.8 —238
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 -85
11 Restaurants and hotels 132.7 20.4 121.6 -11.1




1% QAFFRA £5UAE hE An

12 Miscellaneous and 62.6 54.2 50.1 -125
services goods

Source: Statistics Korea KOSIS Consumer Price Survey(2010=100).

2 =7 A 138F A E ASATHRE 20 AETHAFE AbEsle] A
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7] M= Td e AP BES AR Slof stk e BAH A s E A
HI A7 A G Al FEE R 24030 HAgZ2kglo] Eoi717]d] o] & Ag-al7]=
ot

oo B =R A= I AU AETIA] S A T2 A4S 7|Hko 2 B8-S A
FAI 7=k, 75 R oA A AR AR 74 (CPla) & A ghebe). o
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2HARRTIAGE T8 s 7S R SRR 40 75 3
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15) "|=re] IHAH|AEZIAG(CPI-E) ASwA % 7Fx] "AS 53 24818 s
(Experimental Price Index for Elderly Consumers; Amble & Stewart, 1994).

16) 719% AA, uEFE A%, 7HERAL SHREZIAG ALR 71E SAA A 2
EF ARE I olgeta HY P AFAW MER Ao AEuY
4e gaviolels $AS TR AHET
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FEA AR E HA| FAN§S Z37] uhiel] A Go] rekslo] ek,
webA] QA G 2 ATHL AR 5 o) AFAN G AAE G Ao T
A 25 Aol vsie. et FA29 SAFAN HelHE T8 of
WL WS Qa2 A0 49T i Qlonk, o] me g AA
FFAT & 5 YEHO, TPt B RN TR

1517] 91314 Q25 R e vl s} el

o ey o] ek His dA7F )lolA E ol AR S A9l ek

jus)

_I
o

RS FER0), %, 4] A7 5 (CPL) A = A RS A9l 8kt 717
A A ZOE AR AZE BAATE AT, 05T

17) Bridges & Packard(1981)& BA A2 E7145 24 A] AR AE7 A ¢ 27 2]
M aESE AR opEek] et = glow, offd wAls s dES i &
L2 Fols = ATl AFeSlE.

18) &, &, ned, /4T, 4= 52 iﬂlﬂgﬂ?ﬂ? S Al S AL 5L
2 7P} el glof FEE wiFo] Yhed s, auEAEhaL s @ Anlx
F Aol7k AA Hg2A GE AR Hol= v, w49 s 8 olF st
*J%’% WARl =7t el s ﬂ*éé?ﬂ greto] £kl

19) <174(2011).

20) AXAF 7FEAE 10002 7o 2 20109 61.3, 20124 62.09.
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<Table 5> CPI difference between statistics Korea and this paper (Monthly basis)

Year/ CPI of | CPla of | piroence Year/ CPI of | CPla of | s once
statistics | this statistics |  this (@-D)

Il Korea(®D) | paper (@) (@-®) | Month Korea(®D) | paper(®@)

21) o1& €4, 2005 7122 20099 E7FA57F 112.8, 20104 1161 o, 20104 71F
o2 oA AHE(20109 = 100)3HA EWd 200932 97.12 AAXE.

22) 7158 HAEHoR EVRG dAL ks, 2005~099 %= A 291 o T
2010~143%+= A= 190 o) 72 7XE APdsisiz]el #49 o] th&.
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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

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 | 108.68 —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.

A B8 155 98, <Table 5>0l| 4] xfo] B-438 3}ith F A<= 7F At
2Fol = A A= 0.01014 AAI= 0.272 A2 FAKBIATE <Table 6> YW A|5=
A A2 FAlste] B7EA 49} A3 4555 v st B7FA5= 2010
1005 7122 201137 2012wd0)] 2H2F 0.2 2fo]i= ARAARF 201312 0.1, 2014
W2 0.072 Al FARSIATE B3 AMdSER AealelS wf Aujx] #Jol=
AEHE=E 0.012%~0.204%°1™ A5 (7181371 = 0.016%= =53] 7]w] s}
At

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

CPI of statistics Korea| CPIa of this paper Difference
vear % ch % ch Ind % ch
b change b change ndex b change
[dex((D) from the Index(®) from the | (@®—D) from the




preceding preceding preceding
year(Q@) year(@) year(@—©2)
2010 100.0 - 100.0 - 0.00 -
2011 104.0 4.0% 104.2 4.2% 0.20 0.204%
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%
32?;;1 - 2.07% - 2.08% - 0.016%

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

g mRe] AP AFeA) S8, WA BRG] ) AR 8

.4 A3} <Table 7>04 YeEhYS=0] A AIG== 0.9990] 3L EA| A 0 5 F-2

1] (Significant ) 8}7]0l] & =0l A A& AH[R =714 4=(CPla) 7} &A1 g ol A 2

FZ ARARE 7S (CPD 9 vi5- frAfsithar 28k = Qlar, A o] A gk

kv

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

[Correlations]
Statistics Korea This paper
Statistics Pea'rson corr'elation 1 .99 9tk
Korea Sig. (2—tailed) .000
N 52 52
Pearson correlation .99 9tk 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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Borzlleri(1978)% 19703 1€ ~1977d 3€74] arsd 5ol thak 4 AH|x=E7}
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23) AA A 624 o] ©E AR, B avAAIE Aolel U FAA 2 1)
SAke] ST o] Hadk 624 odd A, AR o] ol Xk Al A AA
H $35 938 2SS 35 S48k JJNESY aF WHE agla 289 U
(reference person)©] 624 o]d<Q] AlER 1HAE Aol W™,



TE A AA L wE A} AEA S Y8 7)1FEAEE R <Table 8>9] A 28 7}=
A2 glxylo] g Ablof] Whd sl o 244 2011 19 5E] 20154 4974 52714
b ARG AHARE 7S B A S AL AR ARE 7 AR (6] 20%), LA S ALE
B AH=7 A5 (A9] 20%) S AFE38le] <Table 9>of] YERAQATE 3 A7 %)=
gatsto] Al E7MdsE FolE <Table 10> YERAIT

B>

H

<Table 8> Weights applied to CPI on each level

Elderly consumers | Elderly low—income
(Age 60 years or consumers(Bottom
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

Elderly high—income
consumers(Top 20%)

non = 213.2 216.4 276.1 266.1 169.5 159.0
alcoholic
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 59.8 134.2 161.7
08 Communication| 52.5 49.2 43.8 37.3 56.9 55.5
09 Recreation

and culture 46.9 48.3 39.9 42.1 61.1 60.1
10 Education 17.4 13.5 1.8 3.3 26.6 20.4

U Restaurants | 040 | 1021 | 477 | 474 | 137.6 | 1298
and hotels
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12 Miscellaneous
goods and
services

50.2

50.4

41.6

45.4

55.8 53.1

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.
<Table 9> CPI-E and CPI-E on each income level (Monthly basis)

CPla for | pr. for CPla for | opr, for
Month CPIa for elderly elderly || Month CPIa for | elderly elderly
elderly | (Bottom (Top 20% elderly | (Bottom (Top 20%)
20%) 20%)
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
H H H H 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%)
t
category 19011 [2012 | 2013|2014 | 2™ 9011 | 2012|2013 | 2014|200l
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 | 4.57 | 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




03fC10thing and | 5181460 | 2.87 | 4.22 | 3.72| 3.48| 4.59 | 2.63 | 4.03 | 3.68
ootwear

04 Housing, water,
electricity, gas 4.79 | 4.52 | 3.64 | 2.57 | 3.88 | 5.03 | 4.57 | 3.50 | 2.38 | 3.86

and other fuels

05 Furnishings,
household
equipment & | 3.70 | 3.1110.42 | 2.22|2.35| 3.09| 2.58 | 0.23 | 2.20 | 2.02

routine
maintenance

06 Health 1.7310.94 | 0.56 | 0.7410.99 | 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 o 43 | 951,28 | 0.24|1.22 | 1.59 | 0.70 | 1.02 | 0.54 | 0.96
culture

10 Education 1.15 1 0.56 | 0.05| 1.39 ] 0.79 |-3.13 1.58 | 2.93 | 2.21 | 0.85

M Restawrants and 5 56 | 1.69 | 1.51 | 153 | 2.57| 6.03 | 1.85 | 1.50 | 1.59 | 2.72

12 Miscellaneous
goods and 3.8610.421.1713.20| 2.1514.04 | 2.62|2.49 | 3.30 | 3.11
services

Note: Annual average inflation rate : geometric average.
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<Figure 1> Comparison between CPI and CPI—E on each income level
(Monthly basis)
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W 8l5lo] <Table 11>0] LFERHATH

Z~(CPla; D)= 20101 100.09141 2014'd 108.6 0.2 Z7}3F vk
F(@)=109.82 1.21

3.

R F7H s sar

Oﬂ-ﬁﬂ 37]'

2R ARE 71

EPSNPAE R
25 0.29%p =A

<Table 11> Comparison between CPI and CPI—E on each income level
(Yearly basis)

CPI
()

CPI-E
(@)

CPI-E

of the

Low—Income(@))

High—Income
(@)

CPI-E of the

Difference

(@-0)

(©-0)

(@-0)

Index

Increasing

e Index

Increasing

rate

Index

Increasing|

rate

Index e

Increasing

[ncreasing

[nde e

Increasing

rate [nde

[nde

Increasing
rate

2010 [100.0

100.0

100.0

100.0

2011 [104.2

4.19% (104.7

4.70%

104.7

4.71%

104.7) 4.66%

0.51] 0.51%p

0.53] 0.52%p

0.48

0.48%p

2012 [106.3

2.00% (107.6

2.77%

108.1

3.19%

107.2| 2.45%

1.33]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%

1.56(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%

1.211-0.33%p

1.96/-0.38%p

0.80

—0.25%p

Annual
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).

A 25518 A AR (@) E 2014 110.62 1.96 71 45819l a E7H4
SEE 0.46%p =7 45381leh o714 0.29%p-0.46%pel= F3= A 2He
ZAF7}F oFUT}, <Table 12>00|4 H|a&}G5%0] At E7HFSE 2.08% thy]
0.29%p 57} 45 2.08% S 71502 H]F0] 13.64% Z3H(1.144)) A5+ <)
shar, A58 A= 20.16% Z3H(1.24)) 8t 21 W3] o] = v]=e)
VA AHA BTG 8.39% 27} gt vls] o] =7 skl on, ]
aHZF] A 2P vE 18 AR 2 R O el v it

<Table 12> International comparison of CPI—E on each income level

U.S.(Year
1988~1993)"

% of CPI in Korea (Year 2011~2014)

_ _ Elderly of | Elderly of | Total

CPI-E CPI-U Elderly low income |high income |consumer

Annual 4.29% 3.96% 2.37% 2.54% 2.27% | 2.08%
average (D) (@) (®) (@) (®) (®)
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. 0.33% _ 0.29% 0.46%p 0.19%p _
Difference | (7”5} ©-0) | @-0) | (5-6)

Weight 8.39% _ 13.64% 20.16% 7.92% _
excended [(1)2)—1] [(B/6)~11 (@) =11 (3/6)—1]

Note: 1) Annual average: Annual geometric average % of CPIL
2) Difference: Difference of annual average % of CPI.
3) Weight exceeded: Weight between annual average % of CPIs.
4) *US.: CPI-E(Experimental (P for the elderdly in USS.), CPI-UCH for consumers in US)); Anble & Stewart(1994).

W 27HeE 3 31w

A 29SS O] A Y w255 b se)
UGG A3 207 9130 <Table 9> 4 Blojelg 7]wo = N3l 7%
M ANSG B el Fa s AR S E g 1eR 257
F1 B7Pg5 R WE £2 dopuiz glolv|o] A BIPAE HAEA 2 317
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<Table 13> Cash flows of lifetime annuity incomes

agy (i, 7) . D o0 | 1% | 2% | 3% | 4% | 5%
Man 0% 22.50 | 19.93 | 17.79 | 16.01 | 14.51 | 13.24
1% 25.61 | 22.50 | 19.95 | 17.83 | 16.06 | 14.57
2% 29.34 | 25.58 | 22.50 | 19.97 | 17.87 | 16.11
3% 33.83 | 29.26 | 25.54 | 22.50 | 19.99 | 17.91
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 | 36.93 | 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(J).
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<Table 14> Income replacement rate of national pension

(i) Man Woman
(5) 3% 3.409% 3% 3.409%
<o CPI : 3% 22.50 21.42 27.36 25.85
agy\ 2, )
v CPI° © 3.409% |  23.67 22.50 29.00 27.36
Difference | CPI, : 3% 95.1 195.2(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% 38.0 138.1(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) CPIL, : Comsumer Price Index, assumed 3%

2) CPI’ : Comsumer Price Index for elderly, assumed 3.409%(3%>1.1364)
3) Parenthesis( ): Difference.
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W7 w)o] Wk 654 o] AF ;e Ate] 70%2 giako 2 Hoj 20 U(154 49 R E=
= 8he Hetez 2014 795E A E AT

O|EE 7| 2ARe AAE TEAZS Ao T Erh} AA A Fels BER

A Agolth gL Ildwd v A = A S BAer] Sl vipd

SRS RS A g ool F7 ATk Ao WAIS o] k), Treu

2
= 7HskaL, A a5 A AHE 7RG <Table 12>¢)4] 4H=¢F 20.16% 37}
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<Table 15> Real purchasing power of basic pension

Man Woman
(5) (i)
3% 3.605% 3% 3.605%
CPI 3% |22.50 20.93 27.36 95.17
agol 2, J rg
wltJ) CPL™ 24.26 92.50 29.84 97.36
3.605%
Difference CPI, 3% 92.81 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) CPI,: Comsumer Price Index, assumed 3%

2) CPI{ : Comsumer Price Index for elderly, assumed 3.605%(3%><1.2016)
3) Parenthesis( ): Difference.



T

E

A Sl ek A

AP AN
e BEEE R I

-
R

AT T A AwS A kAL, 3l A

ol

A

e},

= ZA

o

Ad=sH

7VesE(/A) e 283G/

bl

g

ha

Aoty 4 (4—DellA a,(i, j)& AE577

ki3

st Alg A o= drts)

15 59

ol AE7HA AR xoll A 7IETl

S

Q) 24

(4=2)0]aL, 19l tf
<Table 16>°] YERNA T

o] g}, gk 19 9& g (4, 5)
3

d AFAEEe] Akent whebA g AL

1O Al
A

R

A

-

R

U 242} 60410l Aol 7iA = 2tk 23

)

a, (i,j)

(4-2)

A7 PSS (i 3%

o]%

1 44471 1( A= 365

—Lolo
= 1w
713) 0l AEAIA BHE 750l A

Q)
=

!

FD)& AL vid 3%4)

R4

afoF

1 2967 (9=} 2287

o]

7 )

=
T

KT} 50~60%

_L

=

il

e
RS

4

e}

A%

TAolER FeEo] o

AT A A

—_L
A=
A o]
= R

A4

st

Ae2 AA)ES AHE
C 2R FA e

2l
=
=

Mo =

T
=4 H
30) =]l A

29) HEAQ

TEZ o5

E T E(2014.11€) A

L

L

Es

S

=1

O o
e o%

N
A

A1)
u}

o 7

AE
Akt

o= B}
1.46)'2

1

=
[
T

A N

DEAAF =1 13903 E, At

KSR
=

22 A%



RAZGAT A277 A3

<Table 16> Comparison between indexed whole life annuity and traditional whole
life annuity under the same purchasing power

Inflation

rate(J)

Man Difference Woman Difference
comparison comparison

Traditional
whole life 4,443,639 150.3 3,654,752 160.1
Py (0,5) | 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



