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ECONOMIC DEVELOPMENT PATHS
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GDP per capita
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KOREA'S AGING POPULATION

Korean population by age group
Million
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Source: KNSO; McKinsey Household Financial Wealth Accumulation Model



AGING ACROSS THE DEVELOPING WORLD

Korea

U.S.
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SAVINGS BEHAVIOR OVER THE TYPICAL
LIFE-CYCLE

Typical household saving rate
Percent of disposable income
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Note: Using German 1976-1980 cohort as an example.
Source: Schnabel 1999, Boérsch-Supan (2002), Team analysis



KOREA'S FINANCIAL ASSET EVOLUTION

PRELIMINARY

Total net financial assets (NFA) of Korean households
Trillion Won, constant 2000
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Source: KNSO; Team analysis; McKinsey Wealth Accumulation Model



THE PRODUCTIVITY IMPERATIVE

* Complete financial reforms to ensure more efficient capital allocation
across sectors

* Continue to implement corporate governance reforms and enhance
competition to create the right incentive for companies to focus on
increasing productivity

* Unleash service-sector productivity growth by removing the sector-

level regulations like

—Zoning laws and excessive regulatory barriers limiting the growth of
more productive retail formats

—House price ceilings and zoning laws limiting growth of the private
housing sector development

—Product and pricing restrictions in banking and telecommunications
limiting competition and productivity growth
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