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The markers an the globe showy the pace of rising
life expectancy by country, under thiz scale:
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Macro Changes
o Educated workforce
o Extension of freedom Gt
o Technological revolution
o Rise of Asia
o Massive global interdependence
Technological Changes
o Cross-border movement of labour. Work itself now more virtual
o Many businesses now in global markets
o Lower cost of business start-up
o Need for speed increasing
e Pressure on larger corporations
e Shorter periods of employment
o Reputation/branding matters much more
Societal Changes
o Human capital becoming more important than physical capital

o Individual customers have more power, individual employees have more power

o Individuals now matter more than groups did
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“T'he future has already happened”
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o People living longer
o People having fewer children (generally)

o 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 1ssue,
everywhere
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Pillar 1 Replacement Ratios and Source of Funding in Sample Countries
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Deflation or
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Assets and Liabilities of pension plans of FTSE 350 companies
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Source: Pension Risk Tracker accessible at https://rfmtools.hewitt.com/Pension RiskTracker
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PVIX — 365 day rolling volatility of the FTSE 350 funded status v
S8IAAHS
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Source: https://rimtools. hewitt.comy/PensionRisk Tracker.
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Strategic Risk
The way in which benefit plans
support the firm’s wider HR and
business goals.

Operational Risk
The processes and
governance of plans within the
firm.
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What is your attitude to the following strategies over the next 12-24 months?

Change to Defined Contribution (DC)

Reducing ancillary/discretionary benefits

Reducing pension benefit levels

Closing/freezing for existing members

Closing plans to new entrants

% of respondents

0 10 20 30 40 50 0 70 8 90 100

Already implemented  Very likely to implement ™ Somewhat likely to implement IUnlikely to implement

13 Global Conference of Actuaries 2011 February 20 — 22, 2011




ILLT ALCY IO NI ™ A 1AliIdICIIIIY lllaliClal NI IS

IS L A WAVYVS DLl ais’iiliuvliwaldl

Top three reasons (weighted) for keeping plans open
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We think the process will | B 2011 WSIAAHS
be too painful 2009
2008

Union pressure
Employee pressure
Publicity
Competitive issues

Senior management resistance
Don't want to be first
in our sector

Required following corporate
transaction _ _ _ _ : |
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LONGEVITY INTEREST RATE

Scheme financing and management
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Systematic Risk

Changes in general
longevity for a big
population

“First person to live to
1,000 might be 60 already”
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How would you describe your attitude to hedging longevity risk? ." g
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We have not considered
longevity hedging
because we:

We are Interested
in longevity hedging
as part of plan to:

create a retain a do not do not think the pricing
synthetic significant sufficiently trust the is unattractive
buy out proportion in understand the market or
return seeking market or products
assets products

24%

% of respondents
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13 Global Conference of Actuaries 2011 February 20 — 22, 2011




What is your attitude to hedging?
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Longevity - ‘«'! |JAAHS
Currency _
Credit spreads _
Interest rates -

Inflation -

0 10 20 30 40 50 60 70 80 90 100

We will hedge at any price (these are unrewarded risks)

We will hedge at what we believe is fair value

We have a pre-determined strategy for hedging using triggers
M We will not hedge these funds

We do not have a policy in relation to hedging these risks
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Weighted Average Asset Allocation for UK pension funds
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(Source: WM Performance Services)
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What is your attitude to having your professional advisers implement aspects of your asset management? —
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Asset manager monitoring
Asset manager selection
Tactical asset allocation
New asset category

LDI and similar

Entire investment policy % of respondents
| | | | | | ]
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Already implemented = Very likely to implement " Somewhat likely to implement
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Return

Risk
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Specimen Flightpath to illustrate de-risking

SECTION SANTE DE LAAI
IRAHEALTH SECTION

' Typical Investment
Risk Free Policy
Funding Level
|
100% I
e -
90% I
Key
80% :
- Growth Portfolio
Matching Portfolic
Aftuﬂ'lr I d Bur-I
Funding e -
20% Level Longevity Swap
Interest Rate Swap
e [nflation Swap
——
Time ]
60% >

13 Global Conference of Actuaries 2011 February 20 — 22, 2011




YI1AIDIUVELS Aalk JALTC LIS AAC 11

What is the timeframe to reach your long-term goal?

B 5yearsorless [ 5to 10 years 10 to 20 years

20 years or more

26 48 16
2011
32 40 11
2009
% of respondents
| ] | ] | | | ] | ]
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How do you monitor the financial risks associated with your pension plan?
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We measure pension risk on
a quantitative basis (e.g. VaR)

We monitor pension risk on
a qualitative basis

We monitor pension risk but intend
to do so more frequently

We measure pensions risk
as part of our overall Enterprise Risk
Management (ERM) program

We don't monitor pension risk and don't
have any plans to do so

We don't monitor pension risk but intend
to start doing so

% of respondents
| | | | |
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Compliance and Operational Risks Are Not Neglected
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Less Oversight > / > gl

Where Local Local Regional Corporate Corporate
None None None Review Review and
Only Approval
Local Local Local Local Corporate
How Local Local Local Regional Corporate
are we
getting Local Regional Corporate Corporate Corporate
there? Oversight
Local Regional Corporate Corporate Corporate
Consolidation Reactive Proactive Proactive Proactive
Review Guidance Guidance Guidance
Local Reporting to Corporate Corporate Corporate
Corporate
Local Reporting to Corporate Corporate Corporate
Corporate
Local Local Regional Reporting to Corporate
Corporate
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Thank You

13 Global Conference of Actuaries 2011 February 20 — 22, 2011




