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@ ZF ARERE FwAk 7 ARe] FEARS REZEQ A dE
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of Hytat AL, At R g EDRY] AT ted 2

(X4 #A, BE GitE ¥ THEL Tt RERE(76~97)

(&1 %)
4 = A B AHA 71w
BT FIE 1291 16.45 16.59 11.75
T8 2EHA 28.85 568 5.02 3.39

R b5 #HR, BE STHE Y EHES T ZERE(88~'97)
(9] %)

4] ) S | AT
Hit FAE 750 13.00 14.10 9.95
Folge RFHA 28.90 2.20 2.08 0.96

1976 ~97d 7]3F ko] T g2 AIZE A 1659%= A =
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ot 1988~97d 71Zell= 3ARZE A 1410%% A w9kew =
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(X 6) #%H, BIE EitE X THELES #58(76~'97)

4 =4 SARAY 371w
F 4 0.0832 -0.0033 -0.0045 -0.0014
= A -0.0033 0.0032 0.0028 0.0017
3] ALAY -0.0045 0.0028 0.0025 0.0015
7145 -0.0014 0.0017 0.0015 0.0012
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4 = Al 3] ARRY A7) el

F 4 1.0000 -0.2009 -0.3103 -0.1408
2 -0.2009 1.0000 0.9660 0.8891
B]ALAY -0.3103 0.9660 1.0000 0.8755
7145 -0.1408 0.8391 0.8755 1.0000
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(9] %)

=P =AY o 52 X} /:\_]_— HH T"i‘

S =3 e FAA | ANz
0.10 0.0005612 0.0298 0 0 0.9702
0.12 0.0005705 0.0321 0 0.0440 0.9239
0.13 0.0006282 0.0404 0 0.2486 0.7110
0.14 0.0007096 0.0487 0 0.4532 0.4981
0.15 0.0008148 0.0570 0 0.6578 0.2852
0.16 0.0009437 0.0653 0 0.8625 0.0722
0.164 0.0010148 0.0516 0 0.9484 0
0.165 0.0011071 0.0245 0 09755 0
01655 | 0.0011795 0.0109 0 09891 0
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TATRE A W TS T A | e | Anae
0.09 0.0000326 0.0132 0 0.2159 0.7709
0.10 0.0000326 0.0132 0 0.2159 0.7709
0.11 0.0000331 0.0134 0 0.2609 0.7257
0.12 0.000053 0.0143 0 0.5024 0.4834
0.13 0.0001018 0.0151 0 0.7439 0.2410
0.133 0.0001221 0.014 0 0.8163 0.1683
0.135 0.0001371 0.0156 0 0.8646 0.1199
0.137 0.0001533 0.0157 0 0.9129 0.0714
0.14 0.0001797 0.0152 0 0.9848 0
0.141 0.0002 0 0 1 0
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T+ B | oondw [ cogda | opdd | gpdwt | oogdwr [ g9t

2.3 1,142,550 | 1,506,023 | 2,274,387 | 3,193,001 - -
(2644) | (3081) | (3609 | (37.95) (41.3) (39.1)

A1) 696674 | 526759 | 382427 | 461,82 - -
(1612) | (10.77) (6.07) (5.49) (44) 87

. 1111582 | 1,343695 | 1,739,129 | 1,837,051 - -
T (25.73) | (2748) | (2760) | (21.84) (17.9) (8.4)

B 31,400 | 31400 | 75650 | 335550 - -
h 0.73) 0.64) (1.20) (4.23) (37 2.0)

oy 27 343010 | 223610 | 680,900 | 1,317,065 - -
e (7.94) (457 | (108D | (1566) (12.4) (14.2)

. 668,345 | 807,992 | 1,061,745 | 1,155,131 - -
T (1547) | (1652) | (1685 | (1373) ®8) | (10.0)

) b 327309 | 450223 | 86940 | 92,365 - -
(CD, RP 5)| (757 (9.21) (1.38) (1.1 (115) (176)

g | 4520810 [4859702 (6301178 [ 8411989 9231100 | 14,145,000

B (1000) | (100.0) | (100.0) | (100.0) | (100.0) | (100.0)
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Summary
Evaluation and Direction of Reforms in the
National Pension Fund Management

Sukmyung Yun

The Korean National Pension Scheme(NPS) is currently running
large surpluses of almost two percent of GDP. Under current
contribution rates, the NPS reserves would be accumulated over time
until reaching almost 50 percent of GDP. The demand for pension
funds for a specific type of asset may encourage innovation in the
capital markets. For example, a pension fund uses the financial
instruments issued by the government, namely fixed-income and
index-linked bonds, to hedge the interest and inflation rate risks.
Therefore, a well developed capital market and a disciplined investment
process can facilitate the development of pension systems while
pension funds can stimulate and catalyze capital market development.
If the National pension funds can be managed in an efficient manner,
their influences in capital accumulation and the economic growth of
Korea might be enormous.

Although pension funds are subject to a greater variety of risks,
these risks can be grouped in three major classes, namely; (1)
portfolio or investment risk, (ii) agency risks, (iii) system risks. In
this paper, I focus on portfolio or investment risks. Computer
optimization programs giving optimal asset allocation recommendations
of the NPS reserves suggests that the share of equities is relatively
high in the annuities market, but the share of bond and cash
equivalents are relatively low. Although the overall degree of
diversification is still insufficient, the portfolios of NPS reserves
seems to be reasonably diversified.

Korea suffered its most serious setback in the financial crisis in
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1997. As a result of a comprehensive response to the crisis, there have
been changes in the financial institutions’ regulatory and supervisory
systems. In this process of restructuring of the corporate and financial
sectors, however, the pension funds should be invested in less risky
assets. Further, the National Pension Corporation(NPC) should be
exceedingly careful in the selection process of the financial
intermediaries, particularly to avoid bankruptcy risks of the financial
institutions which manage the NPS reserves. To handle this matter
more efficiently, the NPC should examine the soundness of financial
intermediaries based on its own criteria.

The primary role of pension funds is to provide adequate income
to a contributor so that he/she can sustain a reasonable livelihood
upon retirement. As such, the NPS reserves should be invested in
order to give fair returns to their contributors. To attain this goal,
the National Pension fund’s investment profile should be determined
by its investment objectives which have to seek a balance between
prudence and profitability.



