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1) International Financial Reporting Standards.
2) Korean-Insurance Capital Standard.
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{Figure 1) Subscription Rate of Individual Annuity Insurance by Age Group
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(Table 1)& BEFAA Bofohs AAAZRANALZ+AA 4 2)e] 23]
2 RE 8 FEER TR0 YA Aotk A AAAFEYS] 23 RFARE
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(Table 1) Initial Premium by Individual Annuity Product Type(2014-2018)
(Unit: 100 million Won, %)

2014 2015 2016 2017 2018
Tax savings 0.7) 0.9) (1.5) (1.8) (1.9)
qualified
(A=a+b) Life(a) 303 398 486 455 340
Non-life(b) 203 192 102 91 84
Non-tax- Fixed 66,323 | 61,791 33,994 | 22,330 16,436
qualified annuity(c) (94.3) (94.2) (88.3) (74.6) (74.3)
(B=c+d) Variable 3,531 3,200 3,903 7,096 5,273
annuity(d) (5.0) (4.9) (10.1) (23.7) (23.8)
70,360 | 65,590 | 38,485 | 29,952 | 22,133
Total(A+B)
(100.0) (100.0) (100.0) (100.0) (100.0)

Note: The parentheses indicate the portion of total initial premium.
Source: Author's calculation using Kim and Kim(2019).
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(Table 2) Total Premium by Individual Annuity Product Type(2014-2018)
(Unit: 100 million Won, %)

2014 2015 2016 2017 2018
Annuity 88,441 88,430 | 87,063 | 85469 | 83,881
Tax savings (24.1) (24.1) (26.5) (27.6) (29.5)
qualified
(A=atb) Life(a) 47,351 47350 | 46,074 | 44,491 42,910
Non-life(b) | 41,090 | 41,080 | 40,989 | 40,978 | 40,971
Fixed 191,708 | 198,516 | 167,401 | 151,090 | 133,142
Non-tax- .
qualified annuity(c) (52.3) (54.0) (50.9) (48.7) (46.7)
(B=c+d) Variable 86,366 | 80,712 | 74200 | 73,527 | 67,793
annuity(d) (23.6) (22.0) (22.6) (23.7) (23.8)
366,515 | 367,658 | 328,664 | 310,086 | 284,816
Total(A+B)
(100.0) (100.0) (100.0) (100.0) (100.0)

Note: The parentheses indicate the portion of total initial premium.
Source: Author’s calculation using Kim and Kim(2019).

lll. HIO|E
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£ Folds B2 27)7F 2370 oVde= Sdie 201797 E 2019499 3714 A=
E thdo= SI9itt (Table 3)& A -S8AF 7,07489] A=d g Erolc). A &
L= ZARVE 7IRE Bt @43 49.7%, 913 50.3%2 A9] fARICE HA| SHEARY] F
+£20174, 20184, 1211 20199 242} 31.1%, 34.1%, 34.8%= 201813} 20194 £
27} 20179 BT} OF7F A UreRde

AiolA FEEY 71 AHE SRER FEste] B Ak TAE FE R 9
7] (A B R/ A AR /AN ) P AT R/ A e
FHgl/ojdo| AR g/ MR ok HMARFL ThA] 4712] FE(AA A/ HAFUH
A/ AU EZA/ SR FRE. & AFolas HMAEY F HAAEY
HA[UEAAF 7FISIATAL -SH AREE HAATEY 7IIAR 2Fslsict A

98 295 1 A7l B8 B il Ro] S2sigin

(Table 3) Distribution of Observations
(Unit: Person, %)

Year Total(A+B) Male(A) Female(B)
2017 2,197 (31.1) 1,091 (49.7) 1,106 (50.3)
2018 2,415 (34.1) 1,200 (49.7) 1,215 (50.3)
2019 2,462 (34.8) 1,223 (49.7) 1,239 (50.3)
Total(2017-2019) 7,074 (100.0) 3,514 (49.7) 3,560 (50.3)

Note: Figures in parentheses indicate percentage share against total individuals and whole
periods, respectively.

£ AFolA E83 B FARE APA-H A BgE, 2017, |43, 2012; &
£35 9], 2006; A5E- 49l 2008; F4¢, 2011; Brown and Poterba, 2006)2] ¥
o} HY AR AERAL ARE B0l Y 713 ¥ Y2 AAsioinh. A4
10) AEXARE HE gAR7IIH@Z ] ARAE)E B4 olFolzod, 5 7HoA A=

A3 Bl AES AX Hol"HE ARSI A sl8QAk= 95% AlFEolA
+2.83%°].
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(Table 4) List of Variables

Variables Definition
Dependent var.annuity holding of variable annuity(0: no, 1: yes)
sex gender(0: male, 1: female)
age age
age2 age x age
resid residence area(0: big city, 1: others)
mar marriage status(O: single, 1: couple)
wfnum number of households
education level(0: equal or below high school
Independent edu graduate, 1: a college degree or higher)
hinc yearly income, unit: 10,000 KRW
work working status(0: unemployed, 1: employed)
fized.annuity holding of annuity(0: no, 1: yes)
year_2017 1: 2017, 0: others
year_2018 1: 2018, 0: others
year_2019 1: 2018, 0: others

11) 7TH=AAESEA], T4 H,

)
o
otd
N
=
r_>.i
2]
_l
L
e
1o
=)
_(|)_]|J

It



BESFedu)S SHAY) AFFEANE 24T & U dRsRs 1F olst
0, HE oF 179 3k Rofsigint MoleiRRgle HewAloR SRt SANE
of 42e 27 uho] LA that ol8h e T o) TsleiAle] 87t e
A= otk QLS (hinol e AkES(R9) o S A8stT, 29l
of S work)e HaESEA A ARLFZZAIGLD B9 1", w1 e
X, 25, SEp 51 A9 0 0% Ak AREANS NG AT gersigs
o], 20179 7Ie9es FoL, HuHasE ZPsiith ol= 2017, 20184, 121l
20194 710] Ao, F8 L IAAIE L 5, FEAA E 2PN o
< Bisp} £41E A ol weishy] Siat ol

2. 71284

(Table 5)+= AA| ZAF A n=7,0748)2] HAAT 7IJS=HE =gt Aotk &
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(Table 5) Subscription Rate of Variable Annuity
(Unit: Person, %)

Total(A) No hold(B) Hold(C)
ABIC  ABAC B (B//Sxm c (cngxwo

Total 7,074 100.0 6,871 97.1 203 2.9
male 3,514 100.0 3,402 96.8 112 3.2
sex femnale 3560 100.0 | 3469 974 91 2.6
married 5,541 100.0 5,369 96.9 172 3.1
mar single 1533 1000 | 1502  98.0 31 2.0
resid big city 3,221 100.0 3,124 97.0 97 3.0
others 3,853 100.0 3,747 97.2 106 2.8
edu <high school 3,780 100.0 3,706 98.0 74 2.0
>university 3,294 100.0 3,165 96.1 129 3.9
employed 5,390 100.0 5,219 96.8 171 3.2

work
unemployed 1,684 100.0 1,652 98.1 32 1.9
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2017 2,197 100.0 2,117 96.4 80 3.6
year 2018 2,415 100.0 2,339 96.9 76 3.1
2019 2,462 100.0 2,415 98.1 47 1.9

Source: Author’s calculation.
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(Table 6) Descriptive Statistics of Variable Annuity
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(Table 7) Pearson correlation coefficient

var_ann age sex mar hinc resid edu work

var_ann | 1.000
age 0.010 1.000
sex |-0.019 0.045** 1.000
mar 0.027 0.645** 0.076™% 1.000
hinc 0.080*** | -0.061*** -0.472** -0.002 1.000
resid |-0.008 0.038"% -0.010 0.030™ -0.020 1.000
edu 0.059™* | -0.501** -0.140™* -0.247* 0.279™ -0.070* 1.000
work | 0.032™*|-0.140*** -0.406™* -0.134* 0.587** -0.001 | 0.199** 1.000

Note: **, ** * represent the significance at the 1%, 5%, 10% level, respectively.
Source: Author’s calculation.
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(Table 8) Results of Logit Analysis for Model 1 and Model 2

Explanatory variables - — Estimates - —
model 1(interaction: no) | model 2(interaction: yes)
constant -13.39%** -16.78***
age 0.4017%* 0.3738***
age2 -0.0040™** -0.0037***
winum 0.0165 0.0092
hinc 0.1041** 0.5994**
sex female 0.1034 4.3160**
edu > university 0.8054** 0.7417%*
mar couple -0.5260* -0.5562**
resid others -0.0549 -0.0468
fixed annuity yes -0.2095 -0.2513
work employed -0.2382 -0.1907
2018 -0.2123 -0.2003
year 2019 -0.8061*** -0.7975%*
Interactions high income ok
(hinc X sex) female ~0.5151
Deviance Null 1841.8 [df=7073] 1841.8 [df=7073]
Residual 1733.4 [df=7061] 1728.5 [df=7060]

Note: *** ** * represent the significance at the 1%, 5%, 10% level, respectively.
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(Table 9) Female Subscription Rate of Variable Annuity by Marital Status and
Age Group(2017-2019)

(unit: %)
Age group Single Married
20< age < 30 0.7 2.6
30< age < 40 4.4 3.4
40< age < 50 11.1 2.9
50< age < 60 15.4 3.7
Total 2.2 3.3
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(Table 10) Status of Annuity Participants(2017-2019)

(unit: %)
Premium payment Premium payment . .
. Annuity receipt Total
Age on-going complete ©) (A+B+C)

A) (B)
(60 89.4 (1,158) 9.6 (125) | 1.0 (13 | 100.0 (1,296)

> 60 55.6 (133) 33.5 (80) 10.9 (26) | 100.0 (239

Note: () means number of participants.

(Table 11) Results of t-test between Fixed and Variable Annuity Participants

Characteristics t-value p-value
sex 0.33402 0.7386
hinc -0.87903 0.3800
age 0.42503 0.6711
mar -1.6418 0.1017

Notes: 1) sample size - fixed annuity: 602, variable annuity: 203.
2) unpaired t-test is used.

SHH, HE 7ie17)9] A|ofo] EASIARE, UrtdaEdy HAldgH o] digth v
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16) SYHEE t-test.
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18) ¥ HEEE2 “(Appendix 3) =679 4S5t



3 71 Hrk oF 20%p WStk WlERY 1Ate] HEErt AN 71YA
B AejE 0% e A1 3874 SstE Weletgnge] 080 voliy]
om B 24 gk AERFRL] W=, 20009 Foje HelIER] 20189 B 71
HSORE 338%, ATHIGIRES -0.35% HUUTRTE e o ek

o]
PEAES], TARR).

(Table 12) Satisfaction of Fixed and Variable Annuity Participants(2017-2019)

(Unit: %)
A Satisfaction
nnutty ype Not good Middle Good
Fixed annuity (152) 3.1 (1) 14.5 22) 84.9 (129
Variable annuity (58) 1.7 o)) 34.5 (20 63.8 (37

Note: () means number of participants.
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Appendix 1: HHEC HEE AL 1HEM Hu}
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Aot AFAFHSE AP HFE HFlolo] J]FEHES ot A
T2 3041 Bt 30~39A1, 40~49A1, 50~59A1, L& 1L GOA| oV RS 24
23} B 13 B2 BT AFFTo] EobEeE 7HIE0] woRIHTE 60A] oVdolA 7
45h= A2 = YERY (Table 8)3 -FART 235 H it 4| £443= (Appendix
Table 1)of YRt Q.

L

{Appendix Table 1) Results of Logit Analysis for Model 1 and Model 2

; Estimates
Explanatory variables ; - ; ;
model 1(interaction: no) | model 2(interaction: yes)
constant -5.68 *** -0.84
30 ~ 39 1.4757 *** 1.3964
40 ~ 49 2.0981 *** 1.9798 ***
age group
50 ~ 59 2.3313 2.1888 ***
>60 1.5655 *** 1.4979 =
winum 0.0297 0.0220
hinc 0.1006 ** 0.6266 **
sex female 0.1189 4.5834 **
edu > university 0.8057 *** 0.7332 o
mar couple -0.4153 -0.4694 *
resid others -0.0674 -0.0585
fixed annuity yes -0.1921 -0.2394
work employed -0.1884 -0.1498
2018 -0.2181 -0.2059
year
2019 -0.8000 *** -0.7927 ***
Interactions high income ) _ ok
(hinc X sex) female 0.5468
Null 1841.8 [df=7073] 1841.8 [df=7073]
Deviance
Residual 1734.7 [df=7059] 1728.9 [df=7058]

Note: **, ** * represent the significance at the 1%, 5%, 10% level, respectively.
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{Appendix Table 2) Results of Logit Analysis for Model 1 and Model 2 after
stepwise elimination

; Estimates
Explanatory variables - - - -
model 1(interaction: no) model 2(interaction: yes)
constant -13.14 *+* -16.56 ***
age 0.3957 *** 0.3672 ***
age?2 -0.0039 *** -0.0036 ***
hinc 0.0642 ** 0.5608 **
sex female . 4.2070 **
edu > university 0.7946 *** 0.7433 e
mar couple -0.4960 * -0.5367 **
2018 -0.1959 -0.1836
year
2019 -0.7585 *** -0.7548 ***
Interactions high income _ o
(hinc X sex) female 0.5010
Null 1841.8 [df=7073] 1841.8 [df=7073]
Deviance
Residual 1735.4 [df=7066] 1730.0 [df=7064]

Note: **, ** * represent the significance at the 1%, 5%, 10% level, respectively.
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Abstract

There are few research results dealing with consumption of variable
annuities, empirically using micro data. We analyse the characteristics of
variable annuity policyholders and the determinant factors that affect
consumption of variable annuities, using insurance consumer survey data
(2017-2019) of the Korea Insurance Research Institute. The results of this
study are as follows. The rate of variable annuity holders was 2.9% in average
but it was declining from 2017 to 2019. Regression analysis shows that the
propensity for consuming variable annuities is statistically significant in highly
educated and high income consumer, which is a consistent result with prior
research papers of the United States. Moreover, there is an inverted U-shaped
relationship between age and the propensity. Though the propensity is higher
for female in average, it is higher for male when income levels are higher. The
propensity to hold variable annuities is higher for single females with older
ages than younger ones. The results provide useful information for life
insurance companies to understand the characteristics of the consumers for

variable annuities.

% Key words: Individual Annuity, Variable Annuity, Determinant Factors
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