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Macro Changes

Educated workforce
Extension of freedomExtension of  freedom
Technological revolution
Rise of  Asia
Massive global interdependenceMassive global interdependence

Technological Changes

Cross-border movement of  labour. Work itself  now more virtual
M b i i l b l k tMany businesses now in global markets
Lower cost of  business start-up
Need for speed increasing

P l iPressure on larger corporations
Shorter periods of  employment

Reputation/branding matters much more
Societal Changes

Human capital becoming more important than physical capital
Individual customers have more power, individual employees have more power
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Individuals now matter more than groups did



“The future has already happened”

People living longer
People having fewer children (generally)People having fewer children (generally)
We can predict the future workforce

Cost constraints on social security systems

What will happen when people run out of  money at age 80+?
No single employer can fix it – must be a public policy issue, g p y p p y
everywhere
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Pillar 1 Replacement Ratios and Source of Funding in Sample Countries
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Interest Fiscal 
Rate Cuts Stimulus

Lender of
Last Resort

Bank Life
SupportLast Resort Support
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HighDeflation or High
Inflation

Deflation or
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Strategic Risk
The way in which benefit plans 
support the firm’s wider HR and

Financial Risk
Economic and demographic 
ariabilit ithin benefit planssupport the firm’s wider HR and 

business goals.
variability within benefit plans 

and the way in which this 
variability is mitigated.

Regulatory Risk
C li ith th O ti l Ri kCompliance with the 

requirements of legislation and 
other procedures under the 

requirements of tax labour and

Operational Risk
The processes and 

governance of plans within the 
firmrequirements of tax, labour and 

other regulatory bodies. 
firm.
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LONGEVITY INTEREST RATE RISKY ASSETSLONGEVITY INTEREST RATE RISKY ASSETS

Liability Management

LDI

Swaps New Asset Classes/Mix

LDI

Equity Options

Phased Buy-out

Full and Partial Buy-out

y

Longevity Swaps
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Scheme financing and management



Idiosyncratic Risk Basis Risk Systematic Risky
Even if you knew the 
“correct” mortality rate, 
experience will differ, 

How an individual 
scheme differs from the 
big population, and the 

y
Changes in general 
longevity for a big 
population p

particularly in small 
schemes.

g p p
difficulty of measuring 
this and its implications.

p p

“First person to live to 
1,000 might be 60 already”
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Goal-Oriented InvestingGoal Oriented Investing

Scheme Sponsor FundedScheme
Maturity

Sponsor
Profile

Funded
Status

Dynamic Investment Policy
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RReturn
Current 

Allocation

70% Funded Ratio
70% Risky Assets

Final 

110% Funded Ratio
10% Risky Assets

Allocation

Risk

10% Risky Assets

Maximum
Risk Threshold
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Risk Threshold
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Less Oversight More Oversight

Strategy Local Local Regional Corporate Corporate

Global Advisory None None None Review
Only

Review and 
Approval

Where 
are we 
going?

Vendor 
Management

Local Local Local Local Corporate

Administration Local Local Local Regional CorporateHow
are we

Communication Local Regional Corporate 
Oversight

Corporate Corporate

Insured 
Benefits/Pooling

Local Regional Corporate Corporate Corporate

are we 
getting 
there?

Financial Reporting Consolidation Reactive
Review

Proactive
Guidance

Proactive
Guidance

Proactive
Guidance

Governance Local Reporting to 
Corporate

Corporate Corporate Corporate
How p

Compliance Local Reporting to 
Corporate

Corporate Corporate Corporate

Financial and Risk 
Management

Local Local Regional Reporting to 
Corporate

Corporate

How 
are we 
doing?
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WorkWorkWorkWork

RetirementRetirementRetirementRetirement
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WorkWork

Ph iPh iPhasingPhasing

Full RetirementFull RetirementFull RetirementFull Retirement
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100% Part Part Time
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time 
working

Part Time
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Thank You
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