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Ak = A4 FEA2DY ST A ALL Tkl BESe 49 B4 AU EEAO
= s 38409 BA FEEAIw0l 95D 27 k. & Aol S0 Fol Ang
g3 AZEAT oA B AEE B FULEN FeWEA 19 Fo vABAL FA5n
BA2AE oz a9 B0l OE AABAE AN

HEEoplA FePATt vl ST BAZ ThkE ZuoA o)) td £0)7} olRolA gk,
Lee 5 (1997)€ 2e|ejA28 22849 429 o4 o &3} BEAY A4L85F b9 Aol

2 Aoty RPAEd, RS FeElglaaE BEA45Y Hwang (1998)3 Choi (2010)= &
glela3ae] #AeE Y3l AR SEHE (asset-liability management; ALM) oA AR A}
9] APk HAjol FHlo]d 2 BEE24 (convexity) S LAA7]E HE A7 Th T3 Lee2} Park
(1999)= S RIAE ggoz AR Ag FHo]A (effective duration)S HIFOZ o] x}-g W3}
wE HPARY] 7hA] W3k =0t FElded REdEIY] AA KollA FelejaIel tiE A7
= o]Fo]7 u} 9t Lee (2013)& ZFE|¥EY BIEAFEFY o|xHE& BISFHY 7HXE AL &
AX}7E 0|2k Hlgol| WX & FEFE EASTH Kwond Lee (2013)& F2jWsd AEe] F=uzt
o FFE A= 4R E, FESFE, FEWNE F7IE 13t Lee (2013)9] A& Hrh
ettt olQox HE o]l Hopdas FE|HEd] FUY wA= 4% (Chung, 2003;
Rhee$} Kim, 2013) 5 th¥H A HEAdol tist A7 A= ot 2y A7 dTE2
:LE]EV‘ﬂg Falo]Me FHAA =AY FejHEAde] AA AR uXe Gl 284S T 3

U 2 AE FEHEd 2Rl S8 T vk el xPEdS Adh

B AT AL e Zr} 280X+ F32A $9F ARE 085t 6719 dE FEHFA,
= @,/\]—?ﬂ, W5 A (historical volatility) S T3}3 o] X&) W54 7ke] o] JF#AAE st} o]
% 320 A= FElHEA Felaedd vtdE o e #FoIAE RS AREL A AEE A
slo] o] By ulg FejedE FHEAAE SA%Ah 48 = 3 RBC A= 3ol|xe] FE9
AR SA T S A ARREE FEEsASY BAEE ASEL. o|F 3d ATE o=
T oz By FE|ed 4 FERHEASE AAls A ge g 5= 893 tE £
AT AAME E BT AAGAE AA TR AES thAlsiT

kruLJ

A

oAg SE FUWTA] JAAAE BAY] Yol HA Felo] NHEAE AHnE o] 47

2 ot drh. B AFoAE =23 AAFSAALE (www.ecos.bok.or.kr)o| A AlFdH= 3d W
7] 2314 (3-year government bond)2] A& E /\]‘%-6]-%5]-. ol B4 39 ] F AL AlFelA A}

al
o) gl o3 245 E AT A4S E g B {EI L DL Bu ol A= W47
1 A2 Ao} F21s] §9lo] ek DA FA1E Slshe] 14 A5 wlolch Figue 218
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Figure 2.1 Yield of 3-year government bond
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Figure 2.10] W2 2 184 &<+ AWHA 02 o|x}g o] 3tgate] AFE|2 AYPshe FAHE B
th. 53] 89 ot FA Folx 39 w7 A Y £dE0] 5439 Fadhe 3719 FHE AT
4 Stk 1998d¢] IMF =AI5-8917]. 200058 20019 7]3F F2ke] W E 39k vj=¢] 9.11
e i 28)a A2 2437 slEe) wE 4k, J8a 200839 AEZEidR
897 Sde] vig I 7otk a2 o] Al 7|2 Bt o|AFE shEhe] 2 FA Zaeta JeS &
AT = Utk ohA] H3) oA o] o] Y2 F FEH 70 I o)AE st
Zolth.

Table 2.12 19954 59X g 20134 4¥71x9] 3d
o8 2R3t Zr g 717 oA BwH € © BEUA, S A WEAS ALk Aol
Figure 2.2+= Table 2.18] A& A9 Aol wet Yebd 2o g FE|eed FeHsd 1o 3A
£ Hoh B35 AAdFos glE 4 gtk 18W & =
3670 A& Vet

Table 2.1 Average interest rate and volatility (in month)

Period Average (%) Volatility (%)
1995/05-1995/10 13.59 1.0717
1995,/11-1996,/04 11.74 0.3687
1996,/05-1996/10 11.82 0.4817
1996/11-1997/04 12.22 0.1184
1997/05-1997/10 11.79 0.3018
1997/11-1998/04 14.93 1.5018
1998/05-1998/10 12.91 2.6509
1998/11-1999/04 7.08 0.6863
1999/05-1999/10 8.01 1.0492
1999/11-2000/04 8.93 0.2723
2000/05-2000/10 8.21 0.4771
2000/11-2001/04 6.33 0.6936
2001/05-2001/10 5.51 0.6852
2001,/11-2002/04 6.01 0.3909
2002/05-2002/10 5.68 0.3804
2002/11-2003/04 4.94 0.2911
2003/05-2003/10 4.31 0.1808
2003/11-2004/04 4.75 0.1490
2004,/05-2004/10 3.97 0.3668
2004,/11-2005/04 3.74 0.3547
2005/05-2005/10 4.21 0.4254
2005/11-2006/04 4.99 0.0866
2006,/05-2006/10 4.77 0.1075
2006/11-2007/04 4.86 0.0970
2007/05-2007/10 5.30 0.1174
2007/11-2008/04 5.34 0.3454
2008/05-2008/10 5.60 0.3391
2008/11-2009/04 3.94 0.5352
2009/05-2009/10 4.22 0.2533
2009/11-2010/04 4.13 0.2204
2010/05-2010/10 3.63 0.2308
2010/11-2011/04 3.63 0.2546
2011/05-2011/10 3.60 0.1226
2011/11-2012/04 3.43 0.0766
2012,/05-2012/10 3.02 0.2609

2012/11-2013/04 2.71 0.1158
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Figure 2.2 Scatter plot of interest rate and volatility

Figure 2.29] 2% (scatter plot) FETO RS o|xH& 3t geWs4de] 7= ¢ nl=HA
Al Ark= Aol olF 7hsdtt ojAkg 2] el whe MEAe] 2718 Fetsly] sl E A3
P

T

AEA (simple linear regression)2 ATt Aol wad FE4E3 WS 71 A3A
0.59960.2 o] FAAAE vehdeh. daAe Fo4d 24 23 SAFS 43

A9 ol gHE2 0.0025 0 22 o' yehdtt 37|24 me FAA 9 olet #dd AT
Table 2.20] AA5|o] k. olol] Wewl 718717 FAH 2 FI9E & 5 ULk o|AHEol 1% 27}
Sholl w4 ©he] ZEAA7) 0.0853 7 F7HHS < vl St

Table 2.2 Parameter estimates of simple linear regression

estimate standard error t-statistic p-value
intercept -0.1082 0.1430 -0.7561 0.4548
slope 0.0853 0.0195 4.3687 0.0001

Table 238 37184 4TS ol§3tel o)Al WE A B9 2R F3AE L Aot
otge] 1% A9 2 BEAAY FAAEL 42 UEh} BolAE AXSA gtk

Table 2.3 Estimated volatility by simple linear regression

interest rate volatility
2% 0.0624
3% 0.1477
4% 0.2330
5% 0.3183
6% 0.4036
7% 0.4889
8% 0.5742
9% 0.6595

Figure 2.32 543 A8 A8, olxgo] AlFae A N
€ AN ABE dEhd Rtk W W o) A8 FEWB A ARATE 058647 Fo) A4
FAE Btk AEASY fo4d AR 2 FAHL 4228 A[E 34949 FoJE-2 0.0025H
ok e Zo= vehdth

% (square root-transformed) 3|74
A
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Figure 2.3 Square root-transformed linear regression

Table 2.4 AF2 W5NE Fo) 4487 By BAANE ehd Aotk o)o] M= o2&
o AFT) 271t FelWE Aol BAHCE fol8 IS WAD drhe AL & 4 Uk

Table 2.4 Parameter estimates of square root-transformed linear regression

estimate standard error t-statistic p-value
intercept -0.00691 0.00277 -2.4898 0.0178
slope 0.04598 0.01089 4.2211 0.0002]

Fl

Table 2.5%= Table 2.49] ZAAE vlg o2 o)xg £330 WE 9 g TZ2AXY FAHAXE A A
Zlolt}. Table 2.29F FASHA o]AH&o] 1%} 2% Y A$ € BEEFHAL 2AHAE 271 YBg o
£ Al9lstith. Table 2.33 vlws] & o] o|x}-& Fo] 2 H$ FeHBA o AUdez o 274
Ueh= Zlo] 4ol

Table 2.5 Estimated volatility by square-root-transformed linear regression

interest rate volatility

3% 0.1053

4% 0.2285

5% 0.3370

6% 0.4351

7% 0.5254

8% 0.6094

9% 0.6883
2 HoXe AA ojAEY ARE vFeR FEeEH A MEA T ¥ AEEAE AT
< & ZAsidtt. =8 JARAES ol FEHFAEL oA TP Al oA AlF23 vl gl dA 0
e AARITE B 71 folF AL B Qo) RN Fel4EH WS4 Dol BAS e
e e 232 ofdeke Zelth. 3ZolAs FeHE/de] ojx&dl nlEskes A% Vasicek &
g el WEAo] o)A Aol ¥ldlsk= Cox-Ingersol-Ross (CIR) B8] Fe|l¢=3 Fed
4 709 BAE Uehfe Bk BLHY BYoz ANHL. B 2 HARAL Fel5E e
T4 Abololl EAshe G FHBAE FAH oln GolstAl AFET] el AXE AYS s & 2

27} g
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B0l FElgFe TS P dFo)AE Y S *a}ﬁiili% ste}. oAE
= A=z 1o ol FElg|la3aE

A=
zw aha o} AN 4 Ut

ZYPo|AE By 2o s ez 299t &k (diffusion process)ol@ AR HA
ZAR Bike] AskES Y= FHE (drift function) ¥ &4 (diffusion function) &
4 4] (stochastic differential equation, SDE)2] 3|& Fo]X]= &34 (stochastic
process)= L3t #POIANERHL HAY A85FE T B4E FASY] &oldtal FE71 TR
W3S 2 dgehes Zles A ok dxAd FHo)xHE EHP o= Vasicek B3, A48 Vasicek
3, CIR E3o] gt} olstollX= A7 #3o1AE R3S 1teks] A9t ol& &3 g4
I ZFEHEAE 1 S AHAAE Y& o]AE 239 54 Il st} o] Hs 2 o
TF-o| = Brigo2} Mercurio (2001), Zeytun3} Gupta (2007), 2] Shreve (2004)5 #1233t}

3.1.1. Vasicek 23
Vasicek 285 et gEvE43 4 (SDE)2 th} 2t}
d?”t = a(b—n)dt—Q—asz (31)

21 (3.1)o0lA r= t AL o]AFES, W= 5 HEl22% (standard Brownian motion)-& YERH
4] (3.1)2 Ornstein-Uhlenbeck g o2 2 deix] Qlrt. o] Ao 2 £4 T shhe B3I
4 (mean reversion) & MAATHE Foltk. 4 31NN ok HAAEEE vk of gke] =7l
2} A7) FF R I SR Aolg ‘/‘rE‘r‘ﬂD} b} o= 47t A7) a3 WFA (volatility) =
mg) 4 (3.1)2 BRI A4 oAee

o},
44

Eﬂ

T
rr=e TV, 4 (1 —e T D)4 / oe” T g, (3.2)
t

rr ~ N (a“*% +b(1 — e Ty, ga - e*%(T*”)) (3.3)
4 (3.3)014 & = Ax T AR o xEe 2 t ARY o2& 2} F7Bwe btk 715
wo® ARAh A IAEEL o} (T — )9 Z7]0l wet 2gHch WoF a7k 2 Folgtd T
Ao ejakge] B Z71BE boll AR =9 (T - t)7F 255 7158w boll 7H7HIA
AL & F Ak =3 4] (3.3)0] WEY o2& R4k a, o B (T —t)°ll ofs 23 Hch
2 AFoA FEWEEL FF 19z MEAES ustEE (T - t)& 1olth. UHA 24 a9t o
AR AR E FAFoF sty AH}HOE Vasicek RHA FEHEAL o)A 2= AAG
o] 4= AEHh webA o)Age I 7ol wE WEAl nHAAE vhdsA] E3ch wwk ozt
Vasicek BP0 2 0]2+-&-S Adstd SAAHY ojago] 247 e 4 drhe &3 el ot 2eut
Vasicek 8- thZ-o 271E A543 Vasicek B9 o]gjol] & =5 A|F3Hc}.
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3.1.2. A48 Vasicek 23
A43 Vasicek ¥ t}32] g-Eu| 242 (SDE)e2HE F=Hth

dgt = a(b — gt)dt -+ O'th, (34)

2 (3.4)E o)A roll AAAZIE HBE g 7F $A A E Ornstein-Uhlenbeck A4S w2ty 7}

A3k Aot} 4] (3.4) Ito 22 A e (Ito lemma)E AL]3}o] o]zl tdt SEu|E YA 4S o]
ofulw thes} 2T,

dry =14 (a(b —Inr) + ;a ) dt + oredW, (3.5)

4] (3.5)°l fstd &9 MEH2 on & oA @Hlal?%% & Aok A (3.5)F WEshe
T A9 o)A rre thad] B4E FHohe 2

2
re ~ LN (e_a(T_t) Inr 4 b(1 — e T, ;—(1 - e_QG(T_t))) (3.6)
a

webd T A9l olAhge] BET BaL 77t e 2t

E[TT] = ee—a(T_t) 1nrt+%j(1,e—2n,(T_t)>’
Varlr] = e?e*a(Tff/) lnTt+%(1fe*2a(T—t)> (e%<17572a(7‘7t)) B 1) .
O 23 E Vasicek B5°] 29 ol2-&o] MEAL 442 ERbE Ao 98l A4 Vasicek 230
A o)zkge] MEA o] tA A o] AFET} AEH o] 9SL oF 4 9}, S 2|43 Vasicek R 3 of|A]

£ Vasicek 2@ 22 55U oA YA =t

3.1.3. Cox-Ingersoll-Ross 23

CIR B3< ekl 38w 2954 (SDE)= the st 2k,
dry = a(b — ry)dt + o/redWy (3.8)

A A] Vasicek 237} np7iA & B39 445 vehdrt. CIR
+ BEIAEE, b F71EEE onjdith. 2eu Vasicek RH A& WEAol 44 o
vebhs A3 th2 A CIR B olAE i o] o]x&9 Aol vldste 434t} ojA-89 5
FFE At HoAE A58 Vasicek B33} F L3t 2|43 Vasicek R3] 3¢
o] 2Hgf wl#| 3= ¥HA CIR B ollA & o]A-&2] AlFol vl#githe &ko] 71 et
CIR 232 Ornstein-Uhlenbeck #7385 AlF3e 219 Fo& HFoH 7% k=t o] AF oA
FEUETTE v o] vehdt

oo ef)\/Z()\/z)i (1/2)i+v/2 (Cx)iilJﬁv/gefcz/Q
2 il T(i+v/2)

_ 4o _ 4ab _ —a(ti—t;—1)
(C - 02(1 — e—alti—ti-1))’ v=2 A=cr_ie (3.9)

e o

Pry, (x)=c
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Al (3.9)= ZrolAlg B2l Zokd £2E JHEAE Fo| BE FER olw ¥SA FHelAlF (non-
central chi-squared) 5&% mEth FhoAlE ExE 3 dd S THRIEE 59 o)Al
g 4 %ir/]' °]74°] —Evui—% 2% Vasicek oA S50 o]2go] U 4 Q= 27} vy
= Holth. 4 (3.9)°l 9 SEr 2N AE Uehle 4 (3.8)9 25U a, b 223 09} o)A AIA

of o2& 7,1 € 2 ra A AR olAHEA 1, 9 RES .
gl N HEAQ #FolAE B F FelMEYe] FelsEol vt g

48 Vasicek 283} CIR 20| &2 o]-8-3}¢]
o] F oz By w2 FEYHFAS SHY I EAS AHEES St}

3.2. A|4°¥ Vasicek 2o HEA BX

A48 Vasicek BRI SAEAL 5o mro) F4L bt Aok 4 (3.4)F olg8) 22014

#91 g, 8 The} 2o hehd 4 itk

t;
g1, = €_a(tj_ti71)gti,1 +b(1 — e_a(ti_ti—l)) _|_/ Ue_a(ti_s)de (3.10)

ti—1
Al 2ol HA t; — i1 0] MR- ETHE A (3.10)2 thet 22 ZAReE 29T 4 Uk
~ (1 —alAt)gy, , +abAt+ oV ALZ (3.11)

A B1)eIA At AR k8] 242, 293 ZE Bre] 003 Hate] 19 REATFEES Mt
FENSE oJnaith 4 (3.11)2 AP Al PesFA0R e F HLAFEL

A9 B9} 7127 /18 T B4l a, b 2eli 08 SR Zo] stk theel AL o] F Al
3 Aolc.

gt = Po + B1ge,_, + €
(B1 =1 — alt, Bo = abAt, e ~ N(0,0°At)) (3.12)

250 242 99 B Aol 39 W] FuAS 104 @] FnA ABE olgHATh ol
@8 RBC A= stolde] Feus4 Aol 39 @7 Fae 10d W) S22k g5 7] ahol
th B4e 20 AHSE ARe) A/ wetk 23A7k thaA tehdeh B ARAE 2 7|7
o AEE AST B A2 AFe FAZ I BB & e W G /109 ARE 3
2 Felel £49e vehh7] ojhthe B8 sl 4RAA 7179 B7A A 10d $A| 4EE o]
Batsieh.

Table 312 48 B42 vigos w8 FeWSAT T w8 Felusyel B7e 9 vee
Uehd Zolth. o]8 B3} A48 Vasicek R FelREA 0] o4& Szol AulAsi e
o 4 Irh. EF Table 3125 H 109 9] FaAe] Fe 5ol 39 vl FaAlol uls) JrhHo

= Feusyel 442 ¢ 4 Ak

Table 3.1 Estimated volatility of exponential Vasicek model
3-year bond (A) 10-year bond (B) Average of (A) and (B)
Volatility 0.2104 X 7 0.1692 X 74 0.1898 x ry

Table 3.2 Table 3.19] HF ZFEHEA ALE o]Ldlo] ZE4LIEE o)A EZHXE AA
3 otk olAbgo] 1HAE ZIE 458 wvir} FeAEAL 019984 FeHA k. F9E
N Ao MAE =9 she the FolA Table 3.29] 35 o]§-ghr}
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Table 3.2 Interest rate and estimated volatility: Exponential Vasicek model

Interest rate Volatility
1% 0.1898
2% 0.3796
3% 0.5694
4% 0.7592
5% 0.9490
6% 1.1388
7% 1.3286
8% 1.5184
9% 1.7082

. CIR 2gelqo] W54 ¥4

(ru
Ao

3
WA 242 95 WA CIR 2ol e 558 24310k @eh. WA CIR 232 el 38n)
B34 4 (38) theFh ol o4y @4 2AAT

Tt =Tty b
Lt R - . At AtZ 1
Nl (W V”"*) e (8:13)
A (311X 9} uRR7 A =2 At AR 7] M-S, B3 Ze el 00]al 24to] 19 EEAF
BxE mEs FEHSoth. A5y Vasicek Y] -9k FASHA 4] (3.11)S T3t 2ol d<=3]
A2 e 249 a,b 120 02 25 Ao] Abelch. Eaigel o ne A A
< Brigo (2001), 28|31 Kwon} Lee (2013)& #1232}

yi = Brx1i + Pexai + &

<yi = w7 T = ! y L2i = \fTt;_1, € N(O,O’QAt)> (314)
Tt Tt
Table 3.32 #7449 ES vl e 2 W gepisdat & W Seiside) s o 992
UeRd Zlejtt. o] 53 CIR 2YollA= %El‘?i go] ojakee Aol AulEstal Ee &
ATk A9 Vasicek Eol et 72 10d vH7] =uAe) SejigAdol 313 w7 auAle) 5
HMBART 423 & 5 Aok

Table 3.3 Estimated volatility of CIR model

3-year bond (A) 10-year bond (B) Average of (A) and (B)
Volatility 0.04268 x /r(¢) 0.03683 x /r(t) 0.03976 x /r(t)

Table 3.4+ Table 3.39] A|&F2|9] H+ WEAE o83t FEFTEE o|xE REAAE Al
Algk Zojtk. FEARAY Akl AHgEE FEWREASFY MAE AR thy HolAE Table
3.49] AI}E o] 83HA Hrt

Table 3.4 Interest rate and estimated volatility: CIR model

Interest rate Volatility
1% 0.3976
2% 0.5623
3% 0.6887
4% 0.7952
5% 0.8891
6% 0.9739
7% 1.0520
8% 1.1246

9% 1.1928
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Figure 3.1 Table 3.2} Table 3.49] A3E YePd o2 H 243 Vasicek E’_ééiq- CI R 239 Z
JUEHL W ¥ Aotk A58 Vasicck RHolL} CIR 28 2% Fel7l $242 AsAs
2] ehpA T Bele] 2o BE wEAs 2 ARL olAgel zel Gt S @ 4
1A%E 71202 olAgol Tur AL A% CIR 2Pl H2] WEAo] o 23 o|<-go] LuT}
o= CIR 23X 8] WEdo] o ZA vehdth o]xd ojwst o2 23S 7Hsh=A o wet
FeleEs 2eMEA 2o BAE T dEd & 9o} FeEE AL olaHao] w2

Erh= Aolle Aol7t Qink. IfoT B35l oAkx] Bk 4o diF] R3] AF5HES
7] 919 9% RBC AE Sl Ae FelA8Ae 240 glo] 851 FelAEAST} st A
o] Atk thy FelA& AF7HAY =9 & vt o= o] gt /RS | REE St

2%
wolatility [E———

- —

= = = Expomnertial Vasioek - =
.-""
15 -
-
-
-
-
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e
—
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o
R R g R R
nterestratle

Figure 3.1 Interest rate and volatility

4. RBC Al=¢ w298 e =4

o A% 23t o] tin|sle] RAALY] N F5HLS §A57] 98 =9 RBC AT XA} A
T Ade HYelaa, gejglaa, AeEaa, Agelaa J8a 28E|aaR ik ol At
A7AHEE BRetES 275l gltk. o] F FElEads B 1d < S0 Wl mE &4

= 2 HGHEE 27
27}Ae) Bhete ojulahe Ao A RBC ATlAE A3 Rale] Fajol el Fulele} e} 2

(4.1)0l A ZF2|HS5AS (interest rate volatility coefficient; IRVC)= &) Za]o] that &FZ

+= 3 7s2S e 2122 VaR (value at risk) 95% 2 S H ). Table 4.12

g RBC AxoA+ A8 J& FEHsATE Yebdnh oo w29 RBC A+ FEids Al

(upward trend) 2} F2]3}F2F A] (downward trend) & 7FA] A2 Uro] AldFEle] WHEALS oY)
st 545 vERa ok
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Table 4.1 TRVC under RBC

3-yr bond (A) 10-yr bond (B) Average of (A) and (B)
Upward trend 1.67 1.39 1.53
Downward trend 2.35 1.81 2.08

Table 4.2 Table 4.1 A= o] Y= Fe|HFAT S etz A8 gelds A9 4 &
H ZEPAE AT P2 vEHdth @Y Alx st g AT VaR 95%E e 7] 4l
HERZTFEEY 95WE ol fFoke 1.6450 olA&o EEHAE 4—5} A& AH&StER Table
4.19] FABATE 1.6452 UFolFH Table 4.258 IS & i)

Table 4.2 Volatility inversed from IRVC

3-yr bond (A) 10-yr bond (B) Average of (A) and (B)
Upward trend 1.015 0.845 0.93
Downward trend 1.428 1.1 1.264

Y A% stoll A= Table 41014 BARJASIAR w23 Alet w28t A9 Wsde 7T e=N
ojAHEo] Fdstrtal X ete FE 7t s IR YA Exe sl °‘%21 off meh #-gsfoF &
e HEATTE el Aot o] A ojAkee] WEF dAIHR] A5 Eel mek BH e FAE
Uehll= 2R by Z71A <l FAE whdstal & AAA #2381 0134% T Aok = FEA
5 EE ot FAVF Beeitt dxEE 1A d shte] gRlHEATE AR By gEleEel AR
e HEAAS W 2es Ay gt ol UJrE‘r AFoMe seldsATE SAS o =
B s Aot FElske AlE FEekA] AL OlZ}g«l Foll mhe FEHEATE AT

s A

=

Table 4.3& A A9 @y o2& By & gl 2ied £ t
A48 Vasicek 283} CIR RPEE Fe|5Ed oo i FENEATE A+ 52 4 =
g EAsE 33 RBC A% sl A e} nfa7iA 2 o|2-g2] BEAA ZEATFELY 95 E S
o %H%f‘ﬂ»c 1.6458 FFo=2N A2t A8 A= stollA FEletet Ao 85 &= FHEAS
£ 15322 o] X% Vasicek 29 79 o|x}&o] 4.8%9l sisict. CIR B¥| A% ol i
e o)AFE-S 5.4%0]t}. Table 4.30] = 20134 6 AA) 33 wr] F1A2] o] AL 2.8% 2 X
438 Vasicek 2goAE= FEHSAS7) 098 2439}y =3 CIR 2L AL 4% o) g3}
= FEHEASTE 11ojth. ¥3 RBCAXS} vluE 4% 247t 0.6 0.47} 2HA Yepdtt

Table 4.3 Interest rate and modified IRVC

Interst rate Exponential Vasicek CIR

1% 0.3122 0.6541

2% 0.6244 0.925

3% 0.9367 1.1329

4% 1.2489 1.3081

5% 1.5611 1.4625

6% 1.8733 1.6021

7% 2.1855 1.7305

8% 2.4978 1.8499

9% 2.8100 1.9622
Figure 4.1 Zo] W2 FEAFATE A4F Vasicek 2F3 CIR 28 282 I3 RBC
A=Ez Yepd 7,‘1011‘/]—. Figure 4.19] w29 ojx}&o] ¢F 4.6%4 w] N 2] FHFATE £
ztolE Yehf A oF=th e H 29 AgE 7IZE 2 o RBC Al=7} AASkL Sl F2d
BASE o188 49 FUANFAL A5 Vasicek 2F @ CIR BFo] 2A] 428 Fe A%
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£ o] 8T ujHot 2 FAoR ALET. HPA AFoigy Adlete SHAAN = a3 o
LFAEFS BpAo g S5k Zo] v d 4 JJFlon o] HEAA= & FEer 7
| 7FsAdo] Ut} Figure 4.12 F8]7F F7H4 L 25 Beho] o8 FUleHA B&
Zﬂ/\lﬂu} T2 Fej7t st 4E 7gend | HEATED =2 FEAsAS

£ A&3loF 95% AS FElE|l23E AT & J& AR R & 5o FE7 6%=E A
<3ty 7183bH Table 4.3 028 E A48 Vasicek 239 A$E 1.87332, CIR 239 A$o=
1.6021< A8 a7} Ut

ok ox

35
(LTl s CJR
-
-
3 -
RBC
L= 3
-
5 -
= = = Exponenii sl vVasicek -
-
-
a"
-
Rt
1% st -
e
s
]
1 P e
-
-
- -
-
os =
-
-
o e
i R O T I R R I T R e e e
ﬂ'h l‘\b l\‘h l‘d H_'\ _‘d _“\ _"ﬂ 5‘\ 5‘6 h‘\ h\ﬂ '\n“ b\.\ _“1 -'1"'1 Q\.‘ ﬁb F:\ a.b
e st iale

Figure 4.1 Interest rate and IRVC

AP A Aate] FE¢Fol ) FEHFASE taA ALsoF & FeAdY HEe] FEHE
Aol Agtst /g FYol 83Hrt. 93 RBC A=ddAe Feugdde FeHede ofnshe F&
WAEASE Foto] FEAFAE 23t ok ey AA ZEAR A At FElHEAS
7F AR AREE A ¢Ear ole)l 0.010] FIAA "t A& Eo FEEte Al FEMEAS 1.5 4
Al e EA AL 0.0152 ARES = Zolth. Z2v A3 RBC Al st g8jg|ads 5
5ol W &Ap4k 7hx] 9 stk ojulgitt. FEf @ He] ojAEo] 1% WE wf FEwtHo| s
She A2z A (exposure)] 7hXWSIE HoJH T FEWHEAS7) obd FEjWizAel 0.010] F3A
of sttt o] A FE|vigNolgh= o] Bt HEsA FAECE o]} o] FEUPRHG 4HE3HA|

AP N At FEHEAS 0.01& F& I8 glo] Atz AT 5 Q. o

=
(42)% o8 2988 2 Roleh

HYRA R =Y (RERA) A% x FHHLE) (42)
5.2 &

AFAA B ATE FFA AR AFEAS B Feszel met FeAEH Hol7t U2
Tk WA ARE o §le] olAge] A MFAS ANT F ANEAL el FU4EN 2
SREAY ABAE FAsdch heos FHoIAE BYS BEEHL Bol] Fel pE) e
FeusAel WalE FAstech. Teln BAANE o83 olAHE Byl wet FeLEER £4
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FeHEATE A ol wad Fel7t 2.8% FEd A9 A5H Vasicek 2334 CIR 23
4 L12 A3 RBC A=A S5tz Al 485+ SeWsAs

th. o] B¢ FEMEALR 157 o178 AeATtd VaR 95%E wjrs%c
it

ofe} Paazie RPN AFolde 94 A% AANES 2Tshe A=S B
A olde] 92 & girk. olF B3 HPAGAET BEUT BAl) HEAY 2
g Amske B8 AU + 97 wEolh. et} HEH A RAN} e Ae
7Y SPAE AT GBS AT WSS YAk T 2T ohjek 28 DA B

=3

FEN7150] 348 RG] WYY + ek ole ol B A7E Felpzel et FeusA
29 a%4@5u+ﬂaﬂ°:aaAafﬁal1@¢¢ﬂdﬂw P AT FeleE
o weh A4 A8 FEWEASY) 24, 19T FSEe HE FANEAS AR 3719 2%

5 A= M F-hS TAE tigk2 AAE 5 (31‘_ uf o]} AT T&5 A7 =97) o]FojA 7]
St
B AFoA e FEe FeHsge

U olx&3 FEHEAge AAE He
22 I EA g & 5 Ik 55‘_]'
Vasicek 2837} CIR 23 o2 e
fHETE B9 ohyzgt Bl e &
HA-A thFst F5AF0 Eite] o] F
=

L

BAE W17 99 oAES] G AEA 27
Fot ZYPoA9 o] BRstt AAYE BE
A olAe] FAYE gRolAkE BY F A+d
FAGAe A (no-arbitrage) ©]AHE R oAl HAEE
A Aol AA Iy oo & T2 FAoIth. FEHFTAATH
| off FEjejazol thet Kot el A deidks 7ItE 5§

iEovrTrr
LFHIQ

_‘EE
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Abstract

In this paper, we show that there is a positive correlation between the level and the
volatility of interest rate and thus suggest that a proper interest rate volatility coefficient
(IRVC), a factor used in evaluating the interest rate risk that insurers are exposed to,
should be chosen in accordance with the level of interest rate. To this end, we calculate
the historical volatility of interest rate using data on government bond yields and show
a proportionate relationship between interest rate and historical volatility. The review
of exponential Vasicek (EV) and Cox-Ingersoll-Ross (CIR) models for interest rate also
confirms the positive correlation between them. The estimation of IRVC by EV and
CIR models are 0.9 and 1.1, respectively, which are much smaller than the one under the
current risk-based capital (RBC) requirement. We provide modified IRVCs reflecting
the level of interest by the two interest rate models. Using modified IRVCs can be a

more reasonable method to evaluate the interest rate risk that insurers face.
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