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2. 24 7F8

(Table 1) Demographic and Financial Assumptions

Past : Wa ) :
Current S Entry Retirement o€ Discount Retirement
Age SSLe Age Age Increase Rate Rate
. Period & Y Rate
0 30
30
5 25
0 40
40 b) 35 Reflecting
10 30 the bond
15 25 _ credit Reference &
55, 60 3% ratings and :
0 50 Adjusted
expected
5 45 remaining
10 40 service year
50
15 35
20 30
25 25

6) PVFB Z7}&(ratio 7|9)2 EA A|Fo|Lt AFSlo| A2 PVFBE 10002 AAsla T}
Aoy Aol Aol pviBS] Al 7|15 UEhd Aot o5 4bERrel Sle
BRYFS WHHAF NS F5p] A MR ARgue] Fele] av)e] uet By
vol7t AFHER PVEB F7HE WEo FFS PIAA Y=t

2 1]



ot 9] (Table 2) &} At} Aol cOMIQl H$- &S A
o] AAOY W 3.00%, AAAY W 2.420%, 1Y W 2.08%2 JPEZ o] SHFILE

Fel WolAE A & 5 9

.41

(Table 2) Discount rate applied for future benefits

Retirement Expected Remaining Eanel Creelil Retiings G
Age Service Year AAO AAF AAA overnme
nt Bond
55 9.48 2.96% 2.62% 2.41% 2.07%
60 9.71 3.00% 2.64% 2.42% 2.08%

Note: current age 30 assumed

A, HAEL 20159 BATPL U WIS FH R A Bed5to] A4
o). FA|5he vhe} o], AU HEHAELS HIAH o] A AR
of 2Aske] A2 BAR FUAY EHE Mot U] Tk webA 92
L o2 ngste] A& AR ATA oS ZYHAF ol S FE
52 g3} vlmste] 242k A3t o2 913 BAEQ015] ATFATE AHES
712 gk 3k BA ARet FUAFEAAL, DEEHEAAS S B
stof sadll o)Ak oM AFLEAL F BAPEA HARE HAsto] HlxpuA

&S ST 19 F8 AAE 2 = ofF (Table 3) 22 .ofdy, wa}

7) FHEEA) =R 3] A (K-IFRS 10193) 7] 22 4] o] EJrEW &L Aw W(EA AR A o
ARt Rt eSS T SFEAO] AEelES AR eR
- g3ict, AFANFY A7l whet 20179 W PVFBE AFESH] Q184 2017d
71% I Al ES A8sitt ok, s A 9] A A A (deep bond
marken)©] gl Af-ole A3 AFFAES Hi4l AHEE 5= Stk



A B o) 2AE AL 712 HEALY FXELE] (Table 3) 2] 1]

B 20 &S Abdsto] A2 =T A8 W 9= S5Ao A FE SoMI7EA] ol e =,
¢ (FR)=q¢(Fx)—q HAL)® 3)

(Table 3) Rate of involuntary retirement(year 2016 estimation)®

(Inwvoluntary)

Retirement Age Involuntary Retirement Rate: g,
55
56
57 12.8%
58
59

A, e 2 E F982 554 Al AleE 95t e 719E=A 191
AF

A A elA AEE AR ke A s6H AHRE A

(Table 4) Wage payment progression as an age rises(scaled to percentage)

Age 55 56 57 58 59
Wage Payment
Rate 100% 82.9% 76.8% 70.2% 70.2%

Note: Wage declines after age 55 in Peak Wage System
Source: Ministry of Strategy and Finance, Republic of Korea, Press Release, December 6th, 2015

8) WAA HAS Ay WA W AN BHOR QUGS Sol AT BT, B
%, o=, gela|n 5)
0) AHEQNS)Y ATAUNE AL AT AN,
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(Table 5) Expected remaining service years based on current age

Retirement Retirement Current Age
Age Rate 30 40 50
o Reference 9.71 9.55 5.42
Adjusted 9.77 9.72 5.78

Note: Application of reference retirement rate and adjusted retirement rate from Korea Insurance
Development Institute

(Table 6) > AFEZ HA AR 0] A/ BattAT 7|70l o= H= FoF=

=2

AFLF7IHE F2EAE A& Al 2.4%, 2FEAE

. REA @AY 504121 F2AE] A o] 55A|of| A oAl = $A7E]

L Ao A2 ERE Ag A 31.2%, ZAEXE F8 A 40,00 Z715FT) 3049}

40A19] 7= 10% wRhe] SRS B9l BHH, S0A|= 30% ol S7HES B 1
o

AJol7h 27 Ureheteh, B8] 24 E 45 vheda u) 1 Aol ¥ 2 vepde,

2

(Table 6) Extension rate of expected remaining service years

Retirement Rate Current Age
30 40 50
Reference 2.4% 6.6% 31.2%
Adjusted 3.1% 8.5% 40.0%

Note: Application of reference retirement rate and adjusted retirement rate from Korea Insurance
Development Institute
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2. ZAAT| TE HEFE

o2 o] (Table 7)-& BAIAH 3040] 1 THAZF7|7ko] 0, 5 el Al
o 2§ A 71EUE PVEB Z7HE B4 A9kE molRa glnh 247ke] A8 A

BEFHEZ 554 A| A o] AFZE3SE PVEBE 100%E 7FA3HIL, 604 A <14 A] PVEB
A

d

£ Est] 1 37heS s
O ATE AR, BARRZ] FAESEE, dAdge] HehD)

PVFB Z7HE-e o A ekt o AUl uhE AN =S uwst
7) 913 AL PVFB F7HE ZEolA B2 7F5a Aafolth 1 F, BARR|ZE
o) ol Golol us) FALRA Lo Gl e Aol AA)
el = 2 Folol v A G Jwot o A7) hRole, mebd F7YAS B

71990] gl e H2Fel AR o] F A OT WehH EF, KA

: =
A AAEF 7122 Aeshe 71U Y4E HalFo] AARTE o A S5
A0 ekt gl go] te4E 7|5 pvEB gho] H 26 S7hgvbA o Atk
AL 0 AU F 715 HEUSE Al 7199 B o] A
ol Algs] 2 QS v Tk 22 ojnjgit

(Table 7) Increase rate of PVFB with respect to bond credit changes and past
service years

Past Service Retirement Edliel CallIREres
Year Rate AAQ AA+ AAA Governme
nt Bond
0 Reference 2.1% 2.8% 3.2% 3.6%
Adjusted 2.7%") 3.4% 3.9% 4.4%
Reference 1.2% 1.8% 2.1% 2.4%
> Adjusted 1.6% 2.2% 2.6% 3.0%

Note 1: As for assumed current age 30, expected remaining service year is calculated as 9.71 year in
applying the reference retirement rate and 9.77 year in applying adjusted retirement rate
) PVFB(retirementage 60) = 9.7 =27y

Note 2:
ote PVFB(retirement age 55) = 9.4

1) ¥& =g ARSE Aol 7191 Aoz AR ddgh dAs e A=
7Feddth Ao JhAde] Wt A7t 25 dadt REYYTh
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(Table 8) & QAR ¥4 wisto] u}2 pvFB Z7H2-S HelFa gk
YALAO] £245 PVIB F71&0] AX HHFo] AYRE] AXE AL &
% Slek. AT 30419 9 HUAG A PVEB F7HE0] 3% = SFOIu, 50
Ao Aol dmE Wi A0 ebith, 53 2PHE Ag A YA
SOA] 2A10] PVFB $7H8-2 58] 50 AEuh B A0 ekt whebA
22 Fo £ QAR 3 2EA HF0] £ /1YUSE FUAFOR QI

H2Fo] A Fol 2A F74e 0= werE,

0.

rH

(Table 8) Increase rate of PVFB with respect to bond credit changes and entry age

Bond Credit Ratings
Entry Age | Retirement Rate AAO AAL Government
Bond
Reference(A) 2.1% 2.8% 3.2% 3.6%
30 Adjusted(B) 2.7% 3.4% 3.9% 4.4%
Growth rate from
29% 21% 22% 22%
(A) to (B)
Reference(A) 6.9% 7.9% 8.5% 9.2%
40 Adjusted(B) 8.5% 9.6% 10.3% 11.2%
Growth rate from
23% 22% 21% 22%
(A) to (B)
Reference(A) 40.3% 40.8% 41.4% 42.5%
50 Adjusted(B) 48.8% 49 4% 50.2% 51.6%
Growth rate from
A) to (B) 21% 21% 21% 21%

Note: Assuming no past service

o|flofli= ZEA} K5 304 of] YARHTHE 7Y 8ol PVFB F-71a< (Table 9) €}
o] A E Tt o= 30, 40, 50410 YAFZFTH= (Table 8) H.th B A A Q1 4=t
= 7H83E Aolth dAAF ol 30AI(HATE A 0d)ell vl s0Al(HALEA
4 201)Q1 TRARE] PVFB S7HE-E TS 2 A 08 UERTE 3 (Table 8) 7}
(Table 9) & H|ALa| B H, 20 273 S0A] LEAS] 29~ 504] ol JAkeE S04
BEAHL PVFB SVl B W& AS & 5 vk ol HAES =AY b
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PVFB Z7}&0] n] x| GTFE(A/B)= 20 25481 504] L2 ANT6%) 2] - 50A]
o] QIAKBE 504 L2AH21%) KL o 2 Ao & veRg)

(Table 9) Increase rate of PVFB with respect to past service years

C t Past Bond Credit Ratings
urren . .
A Service | Retirement Rate AAO AA Government
Year o+ Bond
Reference(A) 2.1% 2.8% 3.2% 3.6%
30 0 Adjusted(B) 4.1% 5.1% 5.7% 6.4%
Growth rate from 0501 oy 8% o
(A) to (B) 0 0 0 0
Reference(A) 2.9% 3.6% 4.1% 4.6%
40 10 Adjusted(B) 5.6% 6.6% 7.4% 8.2%
Growth rate from
A) © (B) 93% 83% 80% 78%
Reference(A) 6.8% 7.1% 7.4% 7.9%
50 20 Adjusted(B) 12.0% 12.5% 13.1% 14.0%
Growth rate from
A to (B) 76% 76% 77% 77%
Note: Entry age 30 assumed
3. AAGE} AZOTA =0 wIE ERF0 MMERE

) Fo] AR s5AloA oAl FAe sk wat on] HdAA
Jav a4 B B2 Aol = AU BAE 100%2 FAPE o) A
AR} QT AAE FAo] Esto] DBRHOIA DCE HHAdRAER Hkshs
F e} DC FEHE vl wate] g o),

(Table 10y AR 129 2A] =0l w2 H2Fo] AFHYS wolF

¢

T 9hek. ©, BE AREol 289 AL A0S Hg otk B RS 48T
9 A A 3041 TATRT|ZI0] F715kE Bl E I sk, v

d0Me] 7S v S AT EIE ALEZE
Al 750 T2 R71710] o] Hse )



N =sizses xesd ms

(Table 10) Financial effect of Peak Wage System

Past . Peak Wage System
Current ) Retirement - —
A Service Rate Switch to | DC Contribution Total
Year DC plan?? Rate13)
0 Reference 95.6% 2.9% 98.5%
30 Adjusted 95.1% 2.8% 97.9%
Reference 96.9% 1.9% 98.7%
> Adjusted 96.5% 1.9% 98.4%
Reference 90.3% 7.8% 98.1%
0 ;
Adjusted 89.0% 7.6% 96.7%
_ Reference 92.9% 5.1% 98.0%
0 ? Adjusted 92.0% 5.0% 97.1%
10 Reference 94.2% 3.8% 98.0%
Adjusted 93.5% 3.7% 97.3%
15 Reference 94.,9% 3.0% 97.9%
' Adjusted 94, 4% 3.0% 97.4%
0 Reference 70.8% 30.0% 100.8%
Adjusted 66.8% 28.2% 95.0%
Reference 82.4% 15.4% 97.9%
> Adjusted 79.8% 15.0% 94.8%
10 Reference 86.4% 10.4% 96.8%
50 Adjusted 84.5% 10.2% 94, 7%
5 Reference 88.4% 7.9% 96.3%
Adjusted 86.9% 7.7% 94. 7%
0 Reference 89.6% 6.3% 96.0%
Adjusted 88.4% 6.2% 94.6%
2 Reference 90.5% 5.3% 95.8%
' Adjusted 89.4% 5.2% 94.,6%
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{Table 11) Financial effect of Peak Wage System with respect to bond credit ratings

Current Pagt Retirement Bond Credit Ratings
Age Se“f'ce Rate Government
Period AAO AA+ AAA
Bond
Reference 98.5% 98.2% 98.1% 97.8%
0 Adjusted 97.9% 97.6% 97.4% 97.1%
30 B Reference 98.7% 98.5% 98.4% 98.2%
> Adjusted 08.4% | 98.1% | 97.9% 97.6%
Reference 98.1% 97.8% 97.6% 97.2%
0 Adjusted 96.7% 96.2% 95.9% 95.5%
_ Reference 98.0% 97.7% 97.5% 97.2%
40 > Adjusted 97.1% 96.7% 96.4% 96.0%
10 Reference 98.0% 97.7% 97.5% 97.2%
Adjusted 97.3% 96.9% 96.6% 96.3%
5 Reference 97.9% 97.7% 97.5% 97.2%
' Adjusted 97.4% 97.0% 96.8% 96.4%
Reference 100.8% 100.7% 100.4% 100.0%
0 Adjusted 95.0% 94.9% 94,6% 94.0%
; Reference 97.9% 97.7% 97.5% 97.1%
> Adjusted 94.8% 94, 7% 94.4% 93.9%
Reference 96.8% 96.7% 96.5% 96.1%
10 Adjusted 94.7% 94.6% 94.3% 93.8%
>0 Reference 96.3% 96.2% 96.0% 95.6%
15 Adjusted 94.7% 94.5% 94.2% 93.8%
Reference 96.0% 95.9% 95.6% 95.3%
20 Adjusted 94.6% 94.5% 94, 2% 93.7%
} Reference 95.8% 95.6% 95.4% 95.0%
2 Adjusted 0460 | 945% | 94.2% 93.7%
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Abstract

In Korea, population aging is rapidly progressing due to lower
fertility rate and longer life expectancy. As a result, the working age
population peaked in 2016 and is expected to decline sharply thereafter.
As one of the alternatives to reduce the working age population, Korea
government passed the bill to extend the retirement age of workers in
2013, and it is mandatory to extend the retirement age of entire
workplace in 2017. However, the extension of retirement age will
increase the financial burden of labor costs of the company, as it
includes problems such as a decrease in new hiring; thus, the
introduction of a wage peak system is considered.

Therefore, in this paper, under the various scenarios, using the
quantitative indicators of future expected retirement benefit present
value(PVEB), the effect of introducing retirement age and wage peak
system on retirement benefit financial burden of enterprises were
measured. This suggests that the influence of the retirement and
discount rate is high and that research on reflecting extension of

retirement age is an urgent task.

% Key words: extension of retirement age, wage peak system, financial
burden of retirement benefit, retirement rate, discount rate



