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Coverage

Global developments and retirement systems
— Adequacy — replacement rates, costs, coverage

— Security — government, private, longevity and health
insurance

— Efficiency — cost, regulation, product pricing

Financing — government, savings, insurance (annuities,
health, LTC), housing wealth (RMs)

Systematic longevity risk and a portfolio approach to
retirement income

Products and needs — mutual risk pooling, indexed
retirement income, health and LTC

Singapore retirement income system




Public-Private Retirement Systems

Retirement income framework

Tax funded

¢ Aged pension, means tested

¢ Redistributive, Solidarity

¢ Indexed, Inflation adjusted

¢ Health and aged care (co-insurance, caps)

> Mandated savings

e Defined contributions

e Longevity insurance, Life annuity/jointlife or Phased Withdrawals + Deferred
annuities

¢ Life Annuities: insurance based, minimum income level + guarantee period
e Mutual risk sharing (systematic risk) or governmentguarantee

Voluntary savings

¢ Housing wealth, RM’s and equity release products

¢ Precautionary savings and health costs

e Products with insurer guarantees, Variable annuities
¢ Private long term care and health insurance
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Public Longevity Support - Issues

e Public provision

B Immediate annuities or Deferred annuities

B Mandated or optional

B Full, partial, minimum level

B Risk rating or community rating S P A )

12,000

e Private Market Support -

2,000 i | i S

B Longevity/survivor bonds i

z
B Inflation linked annuity bonds % ol
B Longevity Indices 2000 |

- Rei n S u ra n Ce/ris k g u a ra ntees o Compulsory Immediate . Voluntary Immediate . Compulso

nmediate Violuntary Immediate
|

[with CR)




Private Longevity Markets - Issues

Product demand (understanding risk, aged pension)
Adverse selection (pricing, coverage)

Lack of hedging instruments (longevity, inflation, long
term interest rate)

Capital and regulatory requirements (insurer solvency)
Economies of scale, expense and efficiency
Sustainable product innovation (VA’s)
Guarantees or mutual risk pooling

— Mutual (Industry funds, Government)
— Shareholder (Retail funds, Insurers)




Pension Systems — Structure

e Pillar O (redistributive) and 1 (insurance) — Public unfunded pension (universal pension,
means tests, guaranteed minimum

e Pillar 2 — Mandatory funded (DC, public schemes, occupational schemes)

e Pillar 3 — Voluntary funded

Table 3.1 Structure of the National Pension Systems

Country Pillar 0 Pillar 1 Pillar 2 Pillar 3
Australia Yes No Yes Yes
Chile Yes No Yes Yes
Denmark Yes No Yes, plus supplementary scheme Yes
Sweden Yes Yes Yes, plus supplementary scheme Yes
Switzerland Yes Yes Yes Yes

Sources: Andersen and Skjodt 2007; Brunner and Thorburn 2008; Batler and Ruesch 2007; Palmer 2008; Rocha
and Rudolph 2010; Rocha and Thorburn 2007; Vittas 2008; chapters 4 to 8 of this book.

Source: Annuitiesand other Retirement Products: Designing the Payout Phase, Roberto Rocha, Dimitri Vittas and Heinz P. Rudolph, World Bank, 2011




Pension Systems Asia Pacific

* Predominantly Public DB and DC schemes
* Private mandated DC schemes — Australia

Pensions at a Glance Asia’Pacific 2011 - © OECD 2011
Executive Summary Table 1. Pensions in Asia/Pacific
Version 1 - Last updated: 30-Nov-2011

Table 1. Pensions in Asia/Pacific

Txpa of pension scheme

Ty_pa of pension scheme

Country Public Private Country ___Public Private
DB DC DC DB DC DC
‘East Asia/Pacific South Asia
China ] India ® ®
Hong Kong, China * Pakistan ¥
Indonesia L] Sri Lanka ]
Malaysia .
Philippines 3 OECD Asia/Pacific




Pension Systems Asia Pacific

Pansions at a Glance Asia/Pacific 2011 - @ QECD 2011
Overview ¢ Table 2. Structure of pension
Varsion 1 - Last updated: 30-Nov-2011

Table 2. Structure of pension systems

First ier Second ter
Universal coverage, redistributive Mandatory, insurance

_ P_ublic P_Lblic Private . . .
— Resoucowsiod  Basc Wirmom Ty Ty * First tier less common in
East Asla Paclfic . .
L — . : = Asia/Pacific
i o * Means testing common for
Phillppines X X D8 . .
s oo first tier
Vel - * Mandatory second tier
South Asla o .
e 0B+ 0 * Links to life expectancy
Pakistan b 4 De

;
8

OECD Asia-PacHic

Austraila x DC
Canada x X De
Japan X =]
Korea x De
Ne'w Zealand X

Unitad States X Da
Other OECD

France X X D8 + peints
Gamary x Points
Itay x NDC
United Kingdom x x x De

‘06 - Getned bene .
DC - gefined contribution
NOC - notional accounts.

Source: OECD pension models.
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Life Expectancy at Birth (2005-2010)

N
€ 2 5 4 ®EWomen ®EMen .
& _ 2 3.8 3 8358 3 8 = o e Singapore
[ee) 0 2 8 =
” I I 0 above OECD
— M— ~ %] N
ol I3l 21 2| Tel S | - S average
75 [RHEH eHEHRHE R ot 2B o e e ~ o F R g ;
N Sl |k 2R |e . N d
Wi ol 1 T
70 SR “I * I[gnores
gl | g
N~
8

65 : - retirement age

60 and

o relationship

o between
benefits and

® life expectancy

g0 L L | 1T L] LI | e e

JPN HKGFRA ITA AUSCAN SGP KORDEU NZLOECDGBR USA LKAMLY VTN CHN PHL IDS THL PKN IND

Source: PENSIONS AT A GLANCE ASIA/PACIFIC 2011 © OECD 2012 United Nations, World Population Prospects - 2008 Revision.
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Retirement Ages and Expected Time in
Retirement

35.0 Men
Expected retirement Women have longer expected
duration, years retirement duration ( average * Move to higher pension
25.8 years: longer life
30.0 -
expectancy, earlier retirement ages
ages)
250 - L $Malaysia * Linking pension age to
Thailand Ellncéc:anesm Vietnam SirlgapoFre Jgpan life expectancy -
China ; e t —Hong Kong Denmark
20.0 - Average: 20.8 sPakistan ltaly '~ e Australia
Korea * BECD
¢ Germany
T WK * Benefits linked to life
15.0 . . f Philippines .
50.0 55.0 60.0 65.0 70.0 expectancy - Germany'
Normal pension eligibility age, men Finland

Source: PENSIONS AT A GLANCE ASIA/PACIFIC 2011 © OECD 2012
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Life Expectancy and Pension Costs

Pensions at a Glance 2011: Retirement-income Systems in OECD and G20 Countries - @ OECD 2011

Part | Table 5.2. Life expectancy and annuity factors: baseline data for 2010 and alternative projectic * OECD projection
Version 1 - Last updated: 28-Jan-2011 . .
Table 5.2. Life expectancy and annuity factors: baseline data for 2010 and alternative projections for 2050 24% increase in male
UN OECD projection for 2050 life expectancy (12%
Baseline  projection by percentile of the distribution of projected mortality rates to 27% )
2010 2050 1st 25th 50th 75th 99th
Life expectancy at age 65 (years)
Men 16.9 20.0 23.2 2186 21.0 204 18.9 .
Women 205 24.0 26.9 25.5 249 243 229 * Male Indexe(fl
Change from 2010 baseline (years) pension costs Increase
Men 0.0 +3.1 +6.3 +4.7 +4.1 +3.5 +2.0
Women 0.0 35 +6.4 +5.0 44 +3.8 +24 20% (10% to 29%)
Annuity factor at age 65
Men 13.7 15.7 17.7 16.8 16.4 16 15.1
Women 16.1 18.3 20 19.2 18.8 18.5 b g
Unisex 14.8 16.9 18.8 17.9 17.5 17.1 16.2
Change from 2010 baseline (per cent
Men 0.0 +14.6 +29.4 +22.4 +19.4 +16.6 +9.9
Women 0.0 +13.7 +24.4 +19.3 +17.0 +14.9 +9.7
Unisex 0.0 +14.2 +27.0 +20.9 +18.2 +15.7 +9.7

Note: All projections based on unweighted average mortality rates for the 34 OECD member countries.
Annuity factors are based on a price-indexed payment using a real discount rate of 2% per year.
Source: United Nations, World Population Prospects - The 2008 Revision; OECD projections based on
these data: see Whitehouse (2007) for the detailed methodology.
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Coverage of Mandatory Pension
Schemes

Pakistan
India
Vietnam
Indonesia
Philippines
China
Thailand
Sri Lanka
Malaysia
Korea
Singapore

* Future
Hong Kong . .
Italy INcreases In

France | coverage
OECD34

Germany
Australia

Canada | * Role of safety

United states | net provisions
United Kingdom

New Zealand
Japan

Population aged 15 to 64

* Relatively low
coverage in
Asia/Pacific
countries

T T T T 1

0 20 40 60 80 100

Source: PENSIONS AT A GLANCE ASIA/PACIFIC 2011 © OECD 2012 World Bank Pension Database
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Population Ageing - Asia

Projected percentage of population aged 65 and over (Asian economies)

35 1
—o— CHN ¢ AgEIng
across the
region
—%— MYS
e o e Singapore’s

Percentage

rapid ageing

—+— PHL

o
e * Implications
for long term
care and

° 2010 I 2015 I 2020 I 2025 I 2030 I 2035 I 2040 I 2045 I 2050 I 2055 I 2060 I 2065 I 2070 I 2075 I 2080 I 2085 I 2090 I health

Year

Source: PENSIONS AT A GLANCE ASIA/PACIFIC 2011 © OECD 2012
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Systematic Longevity Risk

. . . Caution: Normal
* Mortality risk pooling breaks down under distribution of

systematic mortality improvements (risk) lifetime assumed

Indexed Annuity —real rate 2%p.a.

0.07
0.06 1 —Independence=
| . Dependence
risk pooling - |
0.05 icient signiticantly
reduces risk
0.04 | . -
ooling efficiency
0.03 —
0.02 |- -
0.01
0
Correlation 0 0 0 0 0 01| 01|01 01 01 05 | 05| 05 05 | 05 0
No of lives 10000 | 1000 | 100 | 15 10 10000 1000 | 100 | 15 10 10000 1000 | 100 | 15 10 1
Indexed annuity value 16.33 | 16.56 | 17.28 | 18.90 | 19.47 | 19.47 | 19.49 | 19.61 | 20.28 | 20.62 | 23.06 | 23.07 | 23.10 | 23.26 | 23.36 | 25.48
95% confidence age 87.0 | 87.3 | 884 | 91.0 | 91.9 H 91.9 | 919 | 92.1 | 93.3 | 93.9 | 982 | 98.2 | 98.3 | 98.6 K 98.8 | 103.0

Source: Evans and Sherris (2011), Longevity Management Issues for Australia's Future Tax System, for Australia’s Future Tax System Review Panel.
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Systematic Longevity Risk

* High uncertainty in payments with systematic longevity risk

1000 mem. aged 65 every 5 years; imp. annuity factor; fixed real rates

0
Survival model with -
= systematic risk ; I,.u&{
. P
calibrated to -
20 alian Aaka -

I'\UDLI allandaata
Real rate 2.7% pa.
Indexed pooled

/ Uncertainty from
annuity i L / systematic longevity

Systematic longevity risk at/older ages
risk
10 -

Distributions of future payment scenarios at each age

Benefit ($)

60 65 70 75 50 85 90 95 100 105 110

Age

=== 5thpercentile =——median === 95thpercentie

Qiao and Sherris (2011) Group Self-annuitisation Schemes and Systematic Mortality Risk
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Costs — First and Second Pillar

Figure 3.1 Cost of Old-Age Benefits in Pillars 0 and 1
s -

Contribution rates average around

6 8%-9% of earnings
5 -
74

3 -

53
24
14 Figure3.2 Annual Contributions in Second Pillars
0 — . .

percentage of GDP
o
1

10 -
Australia Chile Denmark Sweden Switzerland
g 4
Sources: Andersen and Skjodt 2007; Brunner and Thorburn 2008; Bitler and Ruesch 2007; Budget Directorate
2009; Palmer 2008; Rocha and Rudoiph 2010; Rocha and Thorburn 2007; Vittas 2008; chapters 4 1o 8 of this book. 8
Note: The 1.0 percent figure in Chile is the expected annual long-term cost of the new sofidarity piflar. g 7
i
3
5 61
5 5]
-
§ 41
=
g 3
2 47 45
14
0 L] T T T

Australia Chile Denmark Sweden Switzerland

Sources: Andersen and Skjodt 2007; Brunner and Thorbum 2008; Bitler and Ruesch 2007; Palmer 2008; Rocha
and Rudolph 2010; Rocha and Thorburn 2007; Vittas 2008; chapters 4 to B of this book.

Source: Annuitiesand other Retirement Products: Designing the Payout Phase, Roberto Rocha, Dimitri Vittas and Heinz P. Rudolph, World Bank, 2011
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Required Contribution Rates

China
Vietnam
bakistan e Sustainability of
. Asian retirement
Thailand
systems
Philippines
* Coverage ratios
Canada
Korea e DB and DC
United States
Japan

60

Source: OECD pension models.




Mandatory Defined Contribution
Pension Svstems -Fees and Charges

Table 1: Fee structure in private pension systems

’ L Death and
Fixed Fees on Fees on Switching/ ey ih i
Country i Lt Fee on assets % Limit on fees disability
commission | contributions return exit fee i
insurance
Latin American countries
Argentina X X X
Bolivia X X X
Colombia X X X X
Chile X X X X
Costa Rica X X
El Salvador X X X
Mexico X
Peru X X
Uruguay X X X
Central and Eastern European countries
Bulgaria X X X X
Estonia X X
Hungary X X X X
Kazakhstan X X X
Latvia X X
Poland X X X X
Slovak Rep. X
Other OECD countries
Australia X X X X
Sweden X

Fees in Individual Account Pension Systems: A Cross Country Comparison. OECD Working Paper on Insurance and Private Pensions. Waldo Tapia and Juan Yermo, 2008




Mandatory Defined Contribution
Pension Systems -Fees and Charges

Average administration fee in mandatory DC systems
in selected OECD countries, 2009

Fee on assets

Net fee on contributions (as 2 % of individual

Fee on return

(as a % of investment Fixed fee

(as a % of salary) e St oo} (in local currency)
Australia 0-4.5% on contributions 0.7-2.53 38 (annual)
Chile 1.50
Denmark 362
Estonia 1.54
Hungary 0.44 057
Israel 4.3% on contributions 039
Mexico 1.70 From 13.02 to 21.70
Poland 0.44 0.4 0.023% of assets From 80 to 160 (transfer fee)
Slovak Republic 1% on contribution Max. 0.025% of the average Max. 5.6% of one sixth
(fee for maintaining of net monthly value of the return achieved

a personal pension account)  of pension fund’s assets during past six months

Sweden 042121

Source: National supervisory authorities’ estimates.
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Replacement Rates

Figure 3.4 Target Replacement Rates under Different Scenarios

100 -
00 4 -
80 4
70 -
w-
50 4
40_
20 -
20 1
10 1
0-

* Second pillar
replacement rate

replacement rate (%)

e Unfunded public
pensions

 Safety net for

means tested, DC
E unfunded public pensions [ funded pensions based systems

Sources: Andersen and Skjodt 2007; Brunner and Thorburn 2008; Batler and Ruesch 2007; Palmer 2008; Rocha
and Rudoiph 2010; Rocha and Thorburn 2007; Vittas 2008; chapters 4 to B of this book.

Note: Scenario A = no retirement income from the second pillar; scenario B = 2 percent wage growth and

3.5 percent annual investment return in the accumulation phase; scenario C = 2 percent wage growth and

5 percent annual investment return in the accumulation phase. Calculations assume contributions over 40 years
and retiremnent life of 20 years. Annuities are indexed to prices.

Source: Annuitiesand other Retirement Products: Designing the Payout Phase, Roberto Rocha, Dimitri Vittas and Heinz P. Rudolph, World Bank, 2011
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Replacement rates - Asia

Figure |. Replacement rates

* For average earners, EastAsia/Pacific

the net replacement rate Chinese Taipei
. . Vietnam
across OECD countries is g T2
ilippines
69% for men and 67% Thailand
Hong Kong, China
for women Malaysia
Indonesia
Singapore |
« OECD A5|a/PaC|f|F P
around 40%, 47% in East Pakistan
. e pe Sri Lanka
Asia/Pacific India |
OECD AsiafPacific
. Korea
e Final salary DB P biciiuian
1 1 1fi Australia
schemes in Asia/Pacific Bt
New Zealand
. . . Mexico
e Lifetime earnings more Japan |
common in OECD 0 25 50 75

Source: Pensions at a Glance: Asia/Pacific Edition, OECD, 2008

Source: Pensionsin Asia Pacific, OECD,




Australia — replacement ratios

Figure 4.2 Potential Aggregate Replacement Ratios for Selected Deciles

* Recent changes to
retirement systems
take time to impact

* |n Australia,
superannuation
guarantee, relatively
high coverage and
growing DC savings

* No sustainable
longevity products
to provide
retirementincome

100 -
90 4
80 4
70 -
60 4
50 -
40 4

replacement rate (%)

30 -
20 -
10 -

second decile

Source: Rothman 2007.

Source: Annuitiesand other Retirement Products: Designing the Payout Phase, Roberto Rocha, Dimitri Vittas and Heinz P. Rudolph, World Bank, 2011




Financing retirement

e Longevity Products

— Life Annuities, Phased withdrawals, Variable
annuities

e Health costs and Long term care
 Housing wealth

— reverse mortgages and equity release products




Retirement Income Products

[Mlustration: Menu of Products 1n the Five Countries
(More restricted in Chile and the centralized schemes of Denmark and Sweden)

Lump- Term  Lifetime Fixed Fixed Variable
Sums Annuities PWs Nominal Real Annuities
Life Life
Annuities Annuities
Australia Yes Yes Yes Yes No Yes
Chile No * No Yes No Yes Yes
(combination)
Denmark (1) No (1) No (1) No No No Yes
(2) No (2) Yes (2) Yes (guaranteed (conditional)
benefit only)
Sweden (1) No (1) No (1) No No No Yes
(2) No (2) Yes (2) Yes (guaranteed (conditional)
benefit only)
Switzerland NES:= No No Yes No No
(conditional)

* Restrictions apply by regulation or plan rules

* Low take up
of life
annuities

e Lack of
indexed life
annuities

e Variable
annuities and
limitations

* Phased
withdrawals
and deferred
annuities

Source: Designing the Payout Phase, Roberto Rocha, 5t Contractual Savings Conference, The World Bank/IFC, January 2012




Life annuities

Life annuities:

e adverse selection and need
for risk rating

* systematic improvements

e cost of guarantees

* loadings and capital costs

* mutuality

Table 3.7 Types of Life Annuities

Country Price regulation Types and terms
Australia None Various but little demand
Chile None Prior to 2004: Fixed real annuities; joint

life annuities for men; option for guaranteed
annuities (very popular)

Since 2004: Option of combination of a fixed
real annuity (at least equal to PBS for normal
age retirees and above 80% of PMAS and
70% of worker's real wage for early retirees)
and either a PW or a variable annuity; joint
life annuities for both spouses

Denmark
ATP Unisex life tables Guarantee and bonus life annuities;
longevity and investment risks shared
with participants
Other Unisex life tables Guarantee and bonus or unit-linked life
annuities; longevity and investment risks
shared with participants
Sweden
PPM Unisex life tables Guarantee and bonus or unit-linked life
annuities; longevity and investment risks
shared with participants
Other Unisex life tables Guarantee and bonus or unit-linked life
annuities; longevity and investment risks
shared with participants

Switzerland  Fully regulated (minimum Fixed joint life nominal annuities; possibility
annuity conversion factor) of bonus

Sources: Andersen and Skjodt 2007; Brunner and Thorburm 2008; Bitler and Ruesch 2007; Palmer 2008; Rocha
and Rudoiph 2010; Rocha and Thorburmn 2007; Vittas 2008; chapters 4 to 8 of this book.

Source: Annuitiesand other Retirement Products: Designing the Payout Phase, Roberto Rocha, Dimitri Vittas and Heinz P. Rudolph, World Bank, 2011
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Life Annuitization

Figure 3.5 Level of Life Annuitization

120 -

level of annuitization (%)
3

40 80
70
50
20
30
10
0 I T ] T 1
Australia Chile Denmark Sweden Switzerland

@ public pensions

O private pillar

Sources: Andersen and Skjodt 2007; Brunner and Thorburn 2008; Batler and Ruesch 2007; Palmer 2008; Rocha
and Rudoiph 2010; Rocha and Thorburn 2007; Vittas 2008; chapters 4 to 8 of this book.

e Annuitization reflects
institutional and
regulatory factors

* Financial incentives
* Importance of
government pension —
crowding out

e Liquidity and other
risks such as health
costs

e Trust in financial
institutions (GFC)

Source: Annuitiesand other Retirement Products: Designing the Payout Phase, Roberto Rocha, Dimitri Vittas and Heinz P. Rudolph, World Bank, 2011
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Australia — Life annuities

Importance of
regulatory
factors

Phased
withdrawals
and need for
careful design
of regulations

Table 18: Sales of Annuities and Allocated Pensions

Annuities Allocate Pensions Tortal
Term Term with Lifetime Tortal Allocated Term
Residual Annuities | Pensions and | Allocated
Capiral Annuities Pensions
Value

2006 519 1,008 20 1,557 13.570 527 15.654
2005 547 877 27 1,451 10,352 457 12.260
2004 2,757 1,073 279 4.106 7.888 47 12,041
2003 1,357 1,352 200 2.909 5.935 - 8.844
2002 1,100 1.897 155 3,152 6.595 - 9.747
2001 794 1.631 167 2,592 7.613 - 10,205
2000 672 2,324 183 3.179 6.607 - 9,786
1999 666 1,835 246 2.747 5.717 - 8.464
1098 603 1,766 104 2.663 4.153 - 6.816
1997 563 1,625 201 2.386 3.522 - 5,908
1996 646 1,224 190 2.060 1.838 - 3.808
1995 390 1.171 184 1.745 881 - 2.626

Source: Plan for Life (Victoria) Pty Ltd

Source: The Market for Retirement Products in Australia, Gregory Gordon Brunner and Guy Thorburn, World Bank Policy Research Working Paper 4749, 2008
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Portfolio of Retirement Products

* Importance of

GSA (mutual risk I B No loading M 10% loading M 25% loading
sharing) when 65,000
guarantee —
products include ’
. . 3,000 -
loadings (capital
costs) 00 1
51,000 -
* |Indexed $0
annuities
. Life annuity
dominate Deferred Annuity
Indexed life annuity
Group self-annuitization
° Phased Self-anunitization

withdrawals and
deferred annuity
(bequest motive)

Hanewald, Piggott and Sherris (2011), Individual Post-Retirement Longevity Risk Management Under Systematic Mortality Risk.




Retirement Income Product Portfolios

M initial age 65 MInitial Age 75 MInital Age 85 ]

* Phased s
. $12,000
withdrawal 4
10,000
plus deferred
.. $8,000
annuities
$6,000
beneficial at S4000 -
older ages i |
50 .
1 2 3 4 5 G 7 8 9 10
Life annuity 100 50 35
Deferred Annuity 25 50 75 50
Indexed life annuity 100
Group self-annuitization 100 50 35 25
Self-anunitization 100 75 50 30 50

Hanewald, Piggott and Sherris (2011), Individual Post-Retirement Longevity Risk Management Under Systematic Mortality Risk.
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Managing Systematic Longevity Risk

Bond ambition — The World Bank’s attempts to
launch a longevity bond in Chile

Based on a system of individually funded accounts managed by private companies. known as
Administradoras de Fondos de Pensiones. the Chilean pension system is a defined contribution one. So
when a member vests thewr pension. over 70% buy an annuity. leaving the country’s insurance sector —

consisting of a mixture of domestic firms and intemational companies such as MetLife, Zurich Financial
Services — holding a large amount of longevity risk.

Longevity now accounts for 85% of the life sector’s technical provisions — roughly $26 billion (£17.4
billion) mn cash terms — and SVS was concerned about this concentrated exposure. It 15 a big 1ssue — the
single biggest risk for life insurance companies.™ says Rios. “Today there is no way to mitigate the risk.
and there 1s a lot of uncertainty over the future improvements i mortality.”

“The development of the longevity swap as a tool to hedge longevity risk could be a factor that moves this
project from a bond to a swap. I received some comments on why we focused on the tool to manage the
risk and not nux the hedge with the mvestment. Some insurers have told us that maybe they could be more
interested in a way to directly to hedge the risk, rather than a bond investment.

01 Jun 2010. Aaron Woolner, Life & Pension Risk
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Australia — Home ownership

Figure 1: Home Ownership by Age and Census Year

 Substantial savings

in own home J0.00
80.00
* Role of reverse 70.00 @1971
60.00 m1976
mortgages 01981
s0.co 01986
=
. 40.00 1991
* Precautionary 21996
. 30.00 m2001
savings for health
. 20.00
shocks particularly
. 10.00 4
retirement
. . 0.00 4
home/ residential Under25  25.29 30-34 35.44 45-64  65years  Total
years years years years years  and over
care

Source: National Affordable Housing Forum Background Paper Number 5, July 2006

Source: The Market for Retirement Products in Australia, Gregory Gordon Brunner and Guy Thorburn, World Bank Policy Research Working Paper 4749, 2008
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Australia — Productivity Commission,
Caring for Older Australians, June 2011

e Jifetime stop-loss limit — to the value of care co-
contributions for approved aged care services
irrespective of their financial circumstances.

e older Australians should not be required to sell their
home to meet their aged care co-contributions or
accommodation costs - Government-backed Australian
Aged Care Home Credit scheme

e Australian Age Pensioners Savings Account scheme, for
those on a full or part-rate Age Pension who wish to
deposit all or some of the proceeds of the sale of their
principal residence




Singapore CPF

CPF Insurance

* Ordinary account -_home, pay e MediShield, private medical
for CPF insurance, investment

and education. insurance plans under the
Private Medical Insurance
e Special account - old age and Scheme (PMIS).

investment in retirement-
related financial products.

e Eldershield
e Medisave - savings can be
used for hospitalisation _
expenses and approved e CPF LIFE —annuity and
medical insurance. bequest

cepar
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Singapore - discussion

* Replacements rates and retirement account,
inflation protection through indexation

e Eldershield and LTC insurance

 Housing and general account — RMs, equity
release

e LIFE, life expectancy and retirement age

* Risk pooling and transfer, role of capital and
reinsurance markets




Thank you

Michael Sherris
CEPAR, Risk and Actuarial Studies
Australian School of Business
UNSW

m.sherris@unsw.edu.au

http://www.cepar.edu.au/
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Centre of Excellence in Population
Ageing Research

 Director: Professor John Piggott

« ARC Centre of Excellence in Population Ageing
Research (CEPAR) http://www.cepar.edu.au/

e Collaborating universities: UNSW, The University of
Sydney and the Australian National University (ANU)

« The ARC Centre of Excellence in Population Ageing Research brings
together researchers, government and industry to address one of the
major social challenges of the twenty first century. It will establish
Australia as a world leader in the field of population ageing research
through a unigue combination of high level, cross-disciplinary
expertise drawn from Economics, Psychology, Sociology,
Epidemiology, Actuarial Science, and Demography.



http://www.cepar.edu.au/
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