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The necessity of developing various convergence financial services
in preparation for the aging
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Abstract The aging process in this country is underway at the fastest pace compared to those of the leading
countries. On the other hand, preparing for retirement funds is more difficult than before due to the impact of slow
interest rate and slow growth. The purpose of this study is to examine the necessity of providing various financial
services in preparation for the future aging era. After analizing the various materials and utilizing a survey of the
bank employees and the general public, we have found the followings. The replacement rate of this country, 55%, is
much lower than the suggested level of World Bank, 75%. Also, the pension ratio in the income after retirement of
this country is much lower compared to those of the States and Japan. The most people who participated in the
survey needed W2,000 - W2,990 thousand for monthly living expenses after retirement. For the retirement funds, the
higher the age the higher proportion of savings deposits they want, and the lower the age the higher proportion of
insurance and pension products they want. Based on these analyses, the necessities of developing financial life
planning which includes both financial and non-financial sides, retirement funds management according to age,
revitalization of housing pension and developing diverse retirement funds are suggested.
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The necessity of developing various convergence financial services in preparation for the aging
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<Table 1> Regional Ageing Trend
Reach year Lead Time
Nation . Old Super 7% 14%
Aging age aging | 214% | =20%
Korea 2000 2018 2026 18 8
Japan 1970 1994 2006 24 12
France 1864 1979 2018 115 39
Germany 1932 1972 2009 40 37
Ttaly 1927 19838 2006 61 18
US.A 1942 2015 2036 73 21
Source : Korea Statistical Office[15]
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Source : KIRI[16], HanalF[17]
[Fig. 1] Income replacement rate conditions
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<Table 2> Major source of income after retirement
in developed countries

(unit : %)
Korea USA. | Japan Germany
1980 | 2010 | (2010) | (2010) (2010)
Children’s help | 724 | 30.1 0.7 19 0.4
Public-prvate |0 | 130 | 670 | 675 843
pension
Others 26.8 | 56.7 32.3 306 153
Source : C. H Kang(2013)[8]
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<Table 3> Difficulties which 65 years of age or
older are experiencing

Division Ratio(%)
Financial difficulties 414
Health problems 40.3
No pastime 5.7
Loneliness 44
Lack of welfare facilities 25
No occupation 2.0
Weakening of respect for the aged 1.7
Poor treatment for the family 0.2
Others 1.8
Total 100
Source : Korea Statistical Office
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[Fig. 2] Expected economic retirement timing
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[Fig. 3] Expected retirement age in accordance

with spread of ages/reserve assets
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[Fig. 4] Expect retirement life funds
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[Fig. 5] Generational retirement preparedness

investment products
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The necessity of developing various convergence financial services in preparation for the aging

<Table 4> Housing pension joining opinion why not high

Before baby | Baby boomer
boomer age X-age Yrage

The House should be held as last asset 382 36.0 39.2 431
Housing pension liabilities considered 285 33.1 30.6 274
Pension does not reflect inflation 20.1 22.1 332 376
Need to pay taxes in the housing pension joining period 174 209 30.2 30.5
Sign up cost for 2% of house prices is burdened 23.6 23.8 31.0 279
Children wanted to inherit the House 16.0 16.3 17.7 14.7
Retirement funds sufficient 20.8 145 9.5 51
Because of the anticipation for Housing prices going up 5.6 81 6.0 71
Houses will be reconstructed or remodeling plan 6.3 70 34 41
Upon receipt of an annuity might be reduced in support of the children 14 5.2 43 36
Others 76 41 47 3.0
Source : HanalF
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[Fig. 6] Generation myself financial condition
assessment
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[Fig. 7] Private pension existing join channel
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A ] 2Pk AR B0 AT A Aol 7
E(154.3%)2 293t F oz o dEw AFY w=Fdiv] 2} 3. 25 FHIHE 2EVA ZF dAE Al A
b F FEdae] AFEe] 7MY =5 SR odrn £ EU=E 25 &34 A% vF
AR A A A Te] b An el ERE 4 £F § AES QWA oh9E F gl 743
SEFHE SRRt R T oes A lo® Ae] miaH & FA(<Table 5>)
HLITH18]
5.2 7N
5.1 +A1- 5.2.1 AejzAl AT A7
vl A= e syt 3§43 2 E a9l vk, FTREL 4o on= AFARl SHN A Gtk
e AEUAE, d8F0] £E4S AT U LR Ao oF FAY ZEE T B5o) B eH
o] B A2 g B ARl Be Aol B a1k Ao] 082 ARH #E K5 AdeA B
o BF SEHAMS 0UW T07EUIN A0E HRS FUM ARA LHFNE 23S F U0
19745z 0% 268 A4 AH=/EHA/MY/FE 1 Bk oAl BE nfdd x-S & AF AAA
AZ. LHFNG FEAPDOIk Fol, A Tl A go), ALY BES FRAOL 1@ Aol
2H164.4%)0] 3AAFT(1543%) A1 AFES 29T F4 AFE AA ) =& EejoF & wjth(<Table 6, 7>)
Ao adEv] A T A S Fddde] 4
AFo] 714 =& Aoz oE) <Table 7> How to design a happy retirement
1 Consider the risk of living longer than expected.
<Table 5> Current status of domestic companies 2 Prepare with whom you want to live.
- relationship with spouse and children
1 Lack of a product lineup take advantage of variety asset 3 Consider what to do while living.
allocation 4 Consider where you want to live.
9 Focusing on individual product sales rather than Source : G. B. Chun(2010)[11]
portfolio—centric services
Limited retirement solutions based on each step—by-step m o e o
3 |financial planning to retirement from retirement 5.2.2 @AM £¥ &£7A4 Xﬂ—é—
preparation Aol dAE R thekst 25 £ AA)7F 2 st
4 Absence of the financial firm's master plan as a whole Wl @t . ol Bl vlo o
can retirement-type products AL ok Fataergo] Ao A 25 Fo 82 sk
Source © HanalF (2014) Aol A3} F7kshs FAlolv] Fu1E W) AgusE
Eglgvtel gEo] g A2 gdoz g8 EARE
A FHE871HS there EARS 7HA AL ok TH7F 7hs sttt obge], wEnly] 2E 9F wed ws
L ORI B8 FE g B S WO R ATl AR wFE uek A0
2 LEELQ FY AL AR A8 3E] 2 20 5 ACh(<Table 8, 9>)

<Table 6> A comparison between financial life planning, financial planning, and investment management

Financial Life Planner

Financial Planner Investment Manager

Goal of the asset
management

Customer’s goal in life
(Integrated design including goal in life)

Target amount customer wants
(focusing only on financial target)

Achievement of excess returns
(not focusing on goal in life)

Asset management

To clarify one’s goal in life and present

To calculate necessary asset based
on life table and holding asset, and

To present optimal asset

allocation based on financial

I t man t plan to achieve thi .
bran asse agement plan fo-acheve ths present asset management plan analysis
Examples of .
.p What do you want to do in your|How much do you need a month for|How much asset do you need
question by . .. . .
seventies? cost of living after retirement? after retirement?
consultant

Source :

S. R. Lee(2013)[10]
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The necessity of developing various convergence financial services in preparation for the aging

<Table 8> Examples of the products and services for retirement preparation by the financial
institutions of America

Customer Group Product Service

Starting - Insurance, 401(k)2), IRA(rollover or new|- calculation of proper retirement funds and savings estimates in
Retirement registration), mutual fund, installment| accordance with the income and expenses - product portfolio
Preparation savings, deposit, ETF, plan 5293) etc. according to the investment patterns - tax consulting
Refirement . Insgrancg, 401(k), IRA(rolloyer or new . reﬁew of health insura}nce coverage
Preparation regl.stratlon), rputual fund, installment - review .of asset gllocatlon such as the stufiy of returp gtc. .

savings, deposit, ETF etc. - calculation of retirement fund and suggestion for achieving it

Just before .. - catch-up plan for the insufficient funds
Retirement  Bonds, Annuities, IRA. etc. - methods of annuitisation of holding asset

During - Bonds, Annuities, 401(k), IRA, - suggestion of withdrawal - tax consulting
Retirement inheritance planning, trust etc. - inheritance planning

Source : S. R. Lee(2014)[12]

<Table 9> Retirement fund management according to age

age point examples
An independent life, - forced sax{ing design . : c.hoosing Fhe retirement p.ension suitable for me
25~3H putting on a good first step - from making pension savings deposit for retirement preparation
- if possible, making worker's asset building fund deposit
Reinforcement of annuity, - reinforcement of annuity
3H~45 preparing for children’s - utilization of IRP, when removing work
tuition beforehand - preparing for children’s tuition beforehand
555 To check .a.nd prepare - to consider your wife 1eaying alone . - to chgck one’s insurance
specifically - to select retirement pension scheme flexibly - attention to debt management
- retirement funds, making withdrawal strategy
5565 Life without retirement, - to prepare to spend cash from time to time
starting a second life - to find the balance of the asset management
- to continue working - to forget inheritance - to spend less if you lack

Source : National Education Association[19]

5.2.3 AT AL Ws W g 524 FARL A A5 424

S HAATA G 25k [Fig 8ol Bl DB alufetol i Eak Brle) duky sxz <
99 AeFngY AT APe for], A 4 Fdol kg AEHYY Al A AT
Fol ARe] itk FF HAATAGE AW A PFAo] g 2 RS A 3ha Yk <Table 10>
o Qs T1Y T DB AT Fa1eY A mo] vl - ) Azl ulws) B oAb ) A
9 T DCR 2 RPFAOR A%k Zlol felsit o4 REake] ek MFE St gede
[13. DC% 2 RP 314} 7|ubo] Shojsled Apbeled 48 o) olol wheh 78 FEAME 94 u1§- 22 ol

T TEHoR 2MES HEshE Weto] Al ojof gt} t}.(<Table 11>)

(unit : trillion won)

100 . e <Table 10> The proportion of real estate and
80 - betype = DBtype - financial  assets  between  Korea -
5 | = USA - Japan in households
7 . Country Real Estate Financial Assets
7 = l I Korea 78% 22%
e LW MWW USA 35% 65%
6 . 13 M
Source : FSS[20], HanalF Japan 41% 59%

Source : MOSF[21], C. H. Kang(2013)
[Fig. 8] Retirement pension accumulation scale

trend
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<Table 11> A study of assets of metropolitan
baby boomers
(unit : million Korean won)
Total Asset 40
Debt } 60
Net Asset = 480
Residential Real Estate - 460
Usable Financial Assets = 20

Source : C. H. Kang(2013)

<Table 12> Birthrate and housing

in Korea

supply ratio

Korea
1955-60 : 6.3 person
2005 : 1.08 person
2006 : 1.13 person
2010 : 1.22 person
Housing Supply the whole country : 111%(2009)
Ratio Seoul : 95%6(2009)
Source : Korea Statistical Office. C. H. Kang(2013)

Birthrate

<Table 13> Housing demand outlook in Japan

Housing demand outlook in Japan

4.4 person(1947~49) Empty

Birthrate = 1.32 person o houses
(2005~2010) 7.56

Housing Supply Ratio 113% million

Source : C. H. Kang(2013)

< T7PF RSths 28w (AIAR) LR AT
9S HEE 7)o g etk dus AEel =54
% 2 = A

FEAEE 2007d =09 ol AFt 40% o)l
< AAAIE oo e Al 7k A

(unit : 100 billions won)

6000 300
mmm the balance of guarantee (=>)

~i-join number (<=)

4000 - 200

2000 -

2007 2008 2009 2010 2011 2012 2013 2014

Source : HF[22], HanalFF

[Fig. 9] Joining Housing pension

balance trend

& guarantee

5.2.5 ChFSE AFA UzFRo] Foldh FE/N

nHE L SR A, FE O E 5 AR £ A}
Ao 17 19 HEe] HFe] Wes F7ksa gk
WSt Aol TS FEAE 2 BRAA EAA,
B ool tulg AR Wete] AAD Bat o)
o obee), FAAARARS] NS Fal 191 7ol

2
=% e ue g3 Btk gk

<Table 14> Age of singles

Elderly people living alone Women

Single in one’s Life Time
(the proportion of people who are not
married even once up to 50)

Singles Coming Back

e Japan : 4.65 million persons
(16% of the total elderly person)

e Korea : 1.12 million persons
(20% of the same)

Living alone 10 more
years after husband’s
death

2010 : 1,610 thousand(13 fold)

. e Korea : 1980 0.4%
1980 - 120@ thousand = 2010 5%(about 12 fold)

e Japan : Men 20%,
Women 11% (2010)

Source : C. H. Kang(2013)
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