
In
tro

du
ct

or
y 

Th
ou

gh
ts

 a
bo

ut
 

In
no

va
tio

ns
 in

 P
en

si
on

 P
ay

m
en

t

D
av

id
 L

in
de

m
an

Pe
ns

io
n 

C
on

su
lta

nt
, O

EC
D

*
W

or
ld

 B
an

k 
an

d 
IA

A 
C

on
tra

ct
ua

l S
av

in
gs

 
C

on
fe

re
nc

e 
W

as
hi

ng
to

n 
D

C
 

5 
N

ov
em

be
r 2

00
3

*fo
rm

er
 U

S 
G

ov
er

nm
en

t, 
W

or
ld

 B
an

k



O
ld

-A
ge

 In
su

ra
nc

e 
or

 F
or

ce
d 

Sa
vi

ng
s?

•
Sl

ip
pe

d 
fro

m
 o

ne
 p

ar
ad

ig
m

 to
 th

e 
ot

he
r

•
M

or
e 

an
d 

m
or

e 
fo

rc
ed

 (o
r e

nc
ou

ra
ge

d)
 s

av
in

gs
 

no
t f

ea
si

bl
e

–
Lo

ng
ev

ity
 g

ai
ns

 
•

Su
rv

iv
in

g 
to

 “o
ld

 a
ge

”
•

Li
vi

ng
 lo

ng
er

 th
er

ea
fte

r
–

Im
pl

ie
s 

co
nt

rib
ut

io
n 

ra
te

s 
th

at
 a

re
 n

ot
 re

al
is

tic
•

C
an

’t 
ha

ve
 in

fin
ite

ly
 m

or
e 

“la
te

 li
fe

” l
ei

su
re

•
20

 to
 3

0 
pe

rc
en

t c
ei

lin
g?

•
At

 th
e 

sa
m

e 
tim

e,
 p

ol
iti

cs
 a

nd
 e

co
no

m
ic

 
re

st
ru

ct
ur

in
g 

ha
ve

 b
ee

n 
m

ov
in

g 
th

re
sh

ol
ds

 a
ge

s 
do

w
nw

ar
d.

•
Se

e 
ne

xt
 s

lid
es

 a
bo

ut
 U

S 
tre

nd
s 

in
 la

st
 c

en
tu

ry



M
al

e 
de

at
hs

 p
er

 1
00

00
0 

af
te

r a
ge

 5
5

C
oh

or
ts

 b
or

n 
19

00
, 1

94
0 

an
d 

20
00

0

20
00

40
00

60
00

80
00

10
00

0

12
00

0

14
00

0

16
00

0

18
00

0

20
00

0

55
60

65
70

75
80

85
90

95
10

0
10

5
11

0
11

5

19
00

 m
ale

 c
oh

or
t

19
40

 m
ale

 c
oh

or
t

20
00

 m
ale

 c
oh

or
t



Fe
m

al
e 

de
at

hs
 p

er
 1

00
00

0 
af

te
r a

ge
 5

5
C

oh
or

ts
 b

or
n 

19
00

, 1
94

0 
an

d 
20

00

0

20
00

40
00

60
00

80
00

10
00

0

12
00

0

14
00

0

16
00

0

18
00

0

20
00

0

55
60

65
70

75
80

85
90

95
10

0
10

5
11

0
11

5

19
00

 fe
m

ale
 co

ho
rt

19
40

 fe
m

ale
 co

ho
rt

20
00

 fe
m

ale
 co

ho
rt



C
oh

or
t b

or
n 

in
 y

ea
r 1

90
0

de
at

hs
 p

er
 1

00
00

0 
af

te
r a

ge
 5

5 
by

 g
en

de
r

0

20
00

40
00

60
00

80
00

10
00

0

12
00

0

55
60

65
70

75
80

85
90

95
10

0
10

5
11

0
11

5

19
00

 m
ale

s
19

00
 fe

ma
les



C
oh

or
t b

or
n 

in
 y

ea
r 1

94
0

de
at

hs
 p

er
 1

00
00

0 
af

te
r a

ge
 5

5 
by

 g
en

de
r

0

20
00

40
00

60
00

80
00

10
00

0

12
00

0

14
00

0

16
00

0

18
00

0

55
60

65
70

75
80

85
90

95
10

0
10

5
11

0
11

5

19
40

 m
ale

s
19

40
 fe

ma
les



C
oh

or
t b

or
n 

in
 y

ea
r 2

00
0

de
at

hs
 p

er
 1

00
00

0 
af

te
r a

ge
 5

5 
by

 g
en

de
r

0

20
00

40
00

60
00

80
00

10
00

0

12
00

0

14
00

0

16
00

0

18
00

0

20
00

0

55
60

65
70

75
80

85
90

95
10

0
10

5
11

0
11

5

20
00

 m
ale

s
20

00
 fe

ma
les



U
S 

M
al

e 
Su

rv
iv

al
 P

ro
ba

bi
lit

ie
s 

fo
r c

oh
or

ts
 b

or
n 

19
00

, 1
94

0 
an

d 
20

00

10
0

95
90

85
80

75
70

65
60

55
Fr

om
 0

 to

0.
05

0.
14

0.
29

0.
47

0.
61

0.
72

0.
80

0.
86

0.
90

0.
93

20
00

0.
01

0.
05

0.
15

0.
29

0.
44

0.
57

0.
67

0.
76

0.
82

0.
87

19
40

0.
00

0.
02

0.
06

0.
14

0.
24

0.
36

0.
48

0.
59

0.
69

0.
75

19
00

10
0

95
90

85
80

75
70

65
60

55
Fr

om
 2

0 
to

0.
05

0.
14

0.
29

0.
46

0.
60

0.
71

0.
79

0.
85

0.
89

0.
92

20
00

0.
01

0.
05

0.
14

0.
27

0.
41

0.
53

0.
63

0.
72

0.
77

0.
82

19
40

0.
00

0.
01

0.
05

0.
11

0.
19

0.
28

0.
38

0.
47

0.
54

0.
59

19
00



U
S 

Fe
m

al
e 

Su
rv

iv
al

 P
ro

ba
bi

lit
ie

s 
fo

r c
oh

or
ts

 b
or

n 
19

00
, 1

94
0 

an
d 

20
00

0.
11

0.
25

0.
43

0.
61

0.
72

0.
81

0.
87

0.
91

0.
94

0.
96

20
00

0.
04

0.
13

0.
28

0.
46

0.
60

0.
71

0.
80

0.
87

0.
91

0.
94

19
40

0.
02

0.
07

0.
18

0.
32

0.
46

0.
57

0.
66

0.
74

0.
79

0.
83

19
00

10
0

95
90

85
80

75
70

65
60

55
Fr

om
 2

0 
to

0.
11

0.
25

0.
43

0.
60

0.
72

0.
80

0.
86

0.
90

0.
93

0.
95

20
00

0.
03

0.
12

0.
26

0.
43

0.
57

0.
67

0.
75

0.
81

0.
85

0.
88

19
40

0.
01

0.
06

0.
14

0.
25

0.
36

0.
45

0.
52

0.
58

0.
62

0.
65

19
00

10
0

95
90

85
80

75
70

65
60

55
Fr

om
 0

 to



C
on

di
tio

ns
 a

nd
 C

on
st

ra
in

ts
 

•
Le

ss
 a

nd
 le

ss
 D

B 
pr

ov
is

io
n 

fro
m

 p
riv

at
e 

se
ct

or
–

Fo
r g

oo
d 

an
d 

ba
d 

re
as

on
s,

 b
ut

 c
er

ta
in

 a
nd

 
st

ea
dy

 d
ec

lin
e

•
“C

ol
le

ct
iv

e”
 D

C
 a

rra
ng

em
en

ts
 a

re
  

ch
al

le
ng

in
g 

en
de

av
or

s 
an

d 
m

ay
 re

qu
ire

 a
 

la
rg

e 
de

gr
ee

 o
f s

oc
ia

l c
oh

es
io

n 
in

 re
la

tiv
el

y 
sm

al
l c

ou
nt

rie
s 

  



C
on

di
tio

ns
 a

nd
 C

on
st

ra
in

ts
 

•
Pr

ob
ab

le
 li

m
it 

on
 n

on
-v

ol
at

ile
 fi

na
nc

in
g 

in
st

ru
m

en
ts

 
–

O
nl

y 
so

 m
uc

h 
in

de
xe

d 
go

ve
rn

m
en

t b
on

ds
 

av
ai

la
bl

e 
•

pr
iv

at
e 

se
ct

or
 p

en
si

on
s 

in
 U

S 
ho

ld
 to

da
y 

on
ly

 a
re

 
ab

ou
t 8

 p
er

ce
nt

 in
 g

ov
er

nm
en

t b
on

ds
 --

an
y 

m
aj

or
 

sh
ift

 to
 b

on
ds

 im
pl

ie
s 

su
bs

ta
nt

ia
l d

iv
es

tin
g 

by
 o

th
er

 
ho

ld
er

s

•
Pr

iv
at

e 
se

ct
or

 o
nl

y 
no

w
 b

eg
in

ni
ng

 to
 d

ev
el

op
 

al
te

rn
at

iv
es

 fo
r h

ou
se

ho
ld

s 
in

 p
or

tfo
lio

-
ch

oi
ce

 D
C



C
on

di
tio

ns
 a

nd
 C

on
st

ra
in

ts
 

•
Lo

ng
ev

ity
 m

ay
 b

e 
in

cr
ea

si
ng

 m
or

e 
th

an
 fu

lly
 

fu
nc

tio
ni

ng
 w

or
kp

la
ce

 c
ap

ac
iti

es
 a

re
 b

ei
ng

 
ex

te
nd

ed
•

Te
ch

ni
ca

l a
nd

 fi
na

nc
ia

l m
ar

ke
t c

ap
ac

iti
es

 in
 

de
ve

lo
pi

ng
 c

ou
nt

rie
s

–
C

an
no

t j
us

t “
as

su
m

e 
a 

ca
n 

op
en

er
” i

n 
ea

ch
 a

nd
 

ev
er

y 
pl

ac
e

–
Le

ss
on

s 
to

 b
e 

le
ar

ne
d 

fro
m

 s
uc

ce
ss

fu
lly

 m
id

dl
e-

in
co

m
e 

co
un

tri
es

 m
or

e 
th

an
 u

pp
er

-in
co

m
e 

co
un

tri
es



Im
pl

ic
at

io
ns

 fo
r D

is
tri

bu
tio

n 
St

ag
e 

•
Le

ad
s 

to
 a

 p
os

si
bl

e 
di

st
in

ct
io

n 
be

tw
ee

n 
“y

ou
ng

-o
ld

” p
er

io
d 

vs
. “

ol
d-

ol
d”

 p
er

io
d

–
W

or
k 

an
d 

sp
en

d-
do

w
n 

of
 fo

rc
ed

 (o
r 

en
co

ur
ag

ed
) a

nd
 p

ro
ba

bl
y 

vo
la

til
e 

sa
vi

ng
s 

in
 

yo
un

g-
ol

d 
pe

rio
d

–
Tr

ue
 n

on
-v

ol
at

ile
 “o

ld
 a

ge
” i

ns
ur

an
ce

 fo
r o

ld
-

ol
d 

pe
rio

d 
•

H
av

e 
to

 th
in

k 
in

no
va

tiv
el

y 
an

d 
br

oa
dl

y 
ab

ou
t h

ow
 to

 m
an

ag
e 

pa
yo

ut
 s

ta
ge



Im
pl

ic
at

io
ns

 fo
r D

is
tri

bu
tio

n 
St

ag
e 

•
H

av
e 

to
 p

ay
 s

om
e 

at
te

nt
io

n 
to

 s
et

tle
d 

pr
ac

tic
es

 a
nd

 e
xp

ec
ta

tio
ns

•
H

av
e 

to
 e

xa
m

in
e 

ca
re

fu
lly

 th
e 

ch
oi

ce
s 

pe
op

le
 a

re
 a

ct
ua

lly
 m

ak
in

g 
–

Ar
e 

pe
op

le
 re

al
ly

 m
yo

pi
c 

ab
ou

t r
et

ire
m

en
t 

pl
an

ni
ng

? 
 

–
C

om
pu

ls
io

n 
is

 b
es

t w
he

n 
it 

is
 a

lig
ne

d 
w

ith
 

in
ce

nt
iv

es
 a

nd
 m

os
t p

eo
pl

es
’ p

re
fe

re
nc

es
 

m
os

t o
f t

he
 ti

m
e 



An
ne

x 
R

ed
is

co
ve

rin
g 

O
ld

-A
ge

 
In

su
ra

nc
e 

vs
. F

or
ce

d 
Sa

vi
ng

s
D

av
id

 C
. L

in
de

m
an

Pe
ns

io
ns

 C
on

su
lta

nt
, O

EC
D

W
as

hi
ng

to
n,

 D
C

 
5 

N
ov

em
be

r 2
00

3



O
ld

-A
ge

 In
su

ra
nc

e 
vs

. L
ife

-c
yc

le
 

M
od

el
 o

f C
on

su
m

pt
io

n 
Sm

oo
th

in
g

•
So

ci
al

 In
su

ra
nc

e 
in

cl
ud

es
 d

is
ab

ilit
y 

an
d 

su
rv

iv
or

s’
 in

su
ra

nc
e 

pl
us

 “o
ld

 a
ge

 in
su

ra
nc

e”
.  

In
 

ea
rly

 2
0t

h
ce

nt
ur

y,
 c

ov
er

ed
 w

or
ke

rs
 p

ro
ba

bl
y 

va
lu

ed
 o

ld
-a

ge
 in

su
ra

nc
e 

th
e 

le
as

t.
•

O
ld

-a
ge

 in
su

ra
nc

e 
w

as
 “p

re
su

m
pt

iv
e 

di
sa

bi
lit

y”
 

at
 (t

he
n)

 a
n 

ad
va

nc
ed

 a
ge

.
•

O
ve

rc
om

e 
“m

yo
pi

a”
 th

at
 th

er
e 

is
 s

om
e 

pr
ob

ab
ilit

y 
of

 li
vi

ng
 to

 a
dv

an
ce

d 
ag

e 
an

d 
so

m
e 

ye
ar

s 
th

er
ea

fte
r. 

  P
re

-in
du

st
ria

l s
up

po
rt 

sy
st

em
s 

w
er

e 
un

ra
ve

llin
g.

 



O
ld

-A
ge

 “I
ns

ur
an

ce
” l

os
t i

ts
 m

ea
ni

ng
 

•
M

or
e 

an
d 

m
or

e 
pe

op
le

 m
ad

e 
it 

to
 th

e 
tra

di
tio

na
l “

ol
d 

ag
e”

 th
re

sh
ol

d 
(fi

rs
t 7

0,
 th

en
 

65
)

•
Po

lit
ic

al
 p

ro
ce

ss
 h

as
 lo

w
er

ed
 th

e 
re

al
 e

nt
ry

 
ag

es
 d

ow
nw

ar
d 

to
 a

ro
un

d 
60

-6
2 

(e
ve

n 
lo

w
er

) i
n 

m
os

t d
ev

el
op

ed
 c

ou
nt

rie
s.

–
C

on
ce

rn
s 

ab
ou

t p
ov

er
ty

 a
m

on
g 

ol
de

r w
om

en
; 

pr
es

su
re

s 
fro

m
 u

ni
on

is
ed

 s
ec

to
r i

n 
m

in
in

g,
 e

tc
.

–
M

ak
e 

m
or

e 
“ro

om
” a

va
ila

bl
e 

fo
r y

ou
ng

er
 

w
or

ke
rs

–
M

or
e 

w
ea

lth
 

m
or

e 
le

is
ur

e



An
al

ys
ts

 a
nd

 P
ol

ic
y-

M
ak

er
s 

m
ov

ed
 

to
 “c

on
su

m
pt

io
n 

sm
oo

th
in

g”
 m

od
el

 
•

Th
e 

st
at

e 
w

ill 
fo

rc
e 

yo
u 

(e
nc

ou
ra

ge
 y

ou
) t

o 
sa

ve
 

en
ou

gh
 in

 w
or

ki
ng

 p
er

io
d 

fo
r y

ou
 (a

nd
 s

po
us

e)
 to

 
ha

ve
 “a

de
qu

at
e”

 c
on

su
m

pt
io

n 
le

ve
l i

n 
ev

er
 lo

ng
er

 
re

tir
em

en
t.

–
M

in
im

um
 le

ve
l t

o 
pr

ev
en

t p
ov

er
ty

?
–

Su
st

ai
n 

m
os

t h
ou

se
ho

ld
s 

pr
e-

re
tir

em
en

t c
on

su
m

pt
io

n 
le

ve
ls

?
–

Bo
th

?
•

C
on

tin
ua

tio
n 

of
 th

is
 m

od
el

 (a
t t

od
ay

’s
 re

tir
em

en
t 

ag
es

) a
nd

 w
ith

 b
ot

h 
ob

je
ct

iv
es

 im
pl

ie
s 

re
tir

em
en

t 
“c

on
tri

bu
tio

n 
ra

te
s”

 th
at

 a
re

 u
nr

ea
lis

tic
 

–
M

an
y 

co
un

tri
es

 a
re

 a
lre

ad
y 

re
ac

hi
ng

 le
ve

ls
 th

at
 a

re
 

di
st

or
t l

ab
ou

r m
ar

ke
ts

 a
nd

 e
nc

ou
ra

ge
 n

on
-c

om
pl

ia
nc

e.
 



R
ei

nv
en

tin
g 

O
ld

-A
ge

 In
su

ra
nc

e
•

St
at

e 
sh

ou
ld

 fo
rc

e 
ci

tiz
en

s 
to

 “b
uy

” 
de

fe
rre

d 
an

nu
iti

es
 p

ay
ab

le
 a

t s
om

e 
(re

al
) 

ad
va

nc
ed

 a
ge

.
•

Th
at

 a
ge

 c
ou

ld
 b

e 
a 

fu
nc

tio
n 

of
 –

–
W

ha
t i

s 
th

e 
eq

ui
va

le
nt

 to
da

y 
of

 a
ge

 6
5 

in
 

19
10

? 
 S

ur
vi

vo
r p

ro
ba

bi
lit

ie
s 

at
 a

ge
 6

0 
(e

.g
., 

50
 p

er
ce

nt
) 

–
W

ha
t’s

 th
e 

ag
e 

at
 w

hi
ch

 d
is

ab
ilit

y-
te

st
in

g 
ha

s 
no

 fi
lte

rin
g 

ef
fe

ct
? 

 
–

So
m

e 
ad

ju
st

m
en

ts
 fo

r w
ea

lth
, l

es
s 

ch
ild

re
n?

–
Ex

am
pl

e 
fo

r d
is

cu
ss

io
n:

 a
ge

 7
5.



C
on

st
ra

in
ts

•
C

ap
ac

iti
es

 d
o 

di
m

in
is

h 
be

fo
re

 7
5 

an
d 

di
sa

bi
lit

y-
te

st
in

g 
is

 a
 d

iff
ic

ul
t, 

ex
pe

ns
iv

e,
 

an
d 

of
te

n 
po

lit
ic

al
 p

ro
ce

ss
 (w

ith
 c

or
ru

pt
io

n 
po

te
nt

ia
ls

). 
 

–
Ec

on
om

ic
al

ly
 m

or
e 

ef
fic

ie
nt

 to
 b

un
ch

 le
is

ur
e 

in
 th

e 
ol

de
r y

ea
rs

.
•

Ex
pe

ct
at

io
ns

 th
at

 h
av

e 
de

ve
lo

pe
d 

ov
er

 th
e 

ye
ar

s 
am

on
g 

w
or

ke
rs

 a
nd

 e
m

pl
oy

er
s 

bo
th

.
–

N
ot

 a
ll 

w
or

ke
rs

 li
ke

 th
ei

r “
re

gu
la

r” 
jo

bs
.  



D
is

tin
gu

is
h 

Be
tw

ee
n 

th
e 

“E
ar

ly
-

O
ld

” a
nd

 “O
ld

-O
ld

” P
er

io
ds

•
O

ld
-O

ld
 p

er
io

d 
is

 th
e 

po
st

-a
ge

 7
5 

pe
rio

d 
th

at
 

sh
ou

ld
 b

e 
co

ve
re

d 
by

 a
 m

an
da

to
ry

 d
ef

er
re

d 
an

nu
ity

.
–

At
 le

as
t e

qu
al

 to
 s

om
e 

ab
so

lu
te

 le
ve

l o
f a

de
qu

ac
y.

  
Q

ue
ry

 if
 re

pl
ac

em
en

t r
at

e 
ta

rg
et

in
g 

(c
on

su
m

pt
io

n 
sm

oo
th

in
g)

 is
 d

es
ira

bl
e 

or
 fi

sc
al

ly
 re

al
is

tic
.

•
Yo

un
g-

O
ld

 p
er

io
d 

is
 th

e,
 s

ay
, a

ge
 6

0 
to

 7
5 

pe
rio

d 
in

 w
hi

ch
 p

ar
t-t

im
e 

w
or

k 
w

ill 
be

co
m

e 
pa

rt 
of

 m
os

t p
er

so
ns

’ e
xp

ec
ta

tio
ns

.
–

C
om

bi
ne

d 
w

ith
dr

aw
do

w
n

of
 m

an
da

te
d/

en
co

ur
ag

ed
 

sa
vi

ng
s 

fro
m

 th
e 

pr
e-

ag
e 

60
 p

er
io

d.
  



Fo
rc

ed
 S

av
in

gs
 in

 th
e 

Yo
un

g-
O

ld
 

Pe
rio

d 
•

H
ow

 m
uc

h 
pa

rti
al

 c
on

su
m

pt
io

n 
sm

oo
th

in
g 

sh
ou

ld
 

be
 m

an
da

te
d 

vs
. e

nc
ou

ra
ge

d 
fo

r t
he

 y
ou

ng
-o

ld
 

pe
rio

d?
–

C
ou

nt
rie

s 
w

ill 
di

ffe
r o

n 
m

ix
 o

f m
an

da
te

 v
s.

 in
ce

nt
iv

es
.  

C
ul

tu
ra

l t
ra

di
tio

ns
 a

nd
 p

re
-e

xi
st

in
g 

in
st

itu
tio

ns
.

•
M

uc
h 

al
so

 d
ep

en
ds

 o
n 

ho
w

 fl
ex

ib
le

 la
bo

ur
 m

ar
ke

ts
 

be
co

m
e 

fo
r o

ld
er

 w
or

ke
rs

.  
–

In
 U

S 
la

bo
ur

 fo
rc

e 
pa

rti
ci

pa
tio

n 
of

 o
ld

er
 m

al
es

 h
as

 
in

cr
ea

se
d 

by
 tw

o 
pe

rc
en

ta
ge

 p
oi

nt
s 

in
 la

st
 fe

w
 y

ea
rs

 o
f 

do
w

n-
m

ar
ke

ts
.

•
Ta

x 
an

d 
pe

ns
io

n 
w

ith
dr

aw
al

 in
ce

nt
iv

es
 h

av
e 

to
 

be
co

m
e 

ne
ut

ra
l a

bo
ut

 fu
tu

re
 w

or
k.

  
–

W
hi

te
ho

us
e 

O
EC

D
 w

or
k.



Le
ss

on
s 

fro
m

 V
ol

un
ta

ry
 A

nn
ui

ty
 

M
ar

ke
ts

 A
bo

ut
 M

an
da

te
d 

An
nu

iti
es

•
H

ow
 in

tru
si

ve
 s

ho
ul

d 
pu

bl
ic

 p
ol

ic
y 

be
 a

s 
to

 h
ow

 
“fo

rc
ed

 s
av

in
gs

” a
re

 d
ra

w
n 

do
w

n 
du

rin
g 

th
e 

yo
un

g-
ol

d 
pe

rio
d?

•
M

os
t o

f t
he

 re
ce

nt
 a

ca
de

m
ic

 w
or

k 
sh

ow
s 

an
nu

iti
es

 to
 h

av
e 

hi
gh

 m
on

ey
’s

 w
or

th
 a

nd
 

ef
fic

ie
nt

ly
 c

om
pe

ns
at

e 
fo

r l
ar

ge
r p

re
ca

ut
io

na
ry

 
sa

vi
ng

s.
  

•
Bu

t i
n 

m
os

t c
ou

nt
rie

s 
vo

lu
nt

ar
y 

an
nu

ity
 m

ar
ke

ts
 

ar
e 

sm
al

l (
an

d 
la

rg
el

y 
ex

is
t o

nl
y 

as
 a

 s
ec

on
d-

be
st

 ta
x 

sh
el

te
r).

 



W
hy

 th
e 

co
nt

ra
di

ct
io

n?

•
H

ou
si

ng
 is

 a
 p

re
fe

rre
d 

“a
nn

ui
ty

” –
pr

ov
id

es
 a

 
st

re
am

 o
f u

nt
ax

ed
 in

co
m

e.
 

–
O

pt
io

n 
of

 “r
ev

er
se

 a
nn

ui
ty

 m
or

tg
ag

es
”

–
Ta

x 
ar

bi
tra

ge
 in

ce
nt

iv
es

 
•

C
on

ce
rn

s 
ab

ou
t o

th
er

 n
on

-in
su

ra
bl

e 
ev

en
ts

 
(lo

ng
-te

rm
 c

ar
e)

, c
om

bi
ne

d 
w

ith
 b

eq
ue

st
 

m
ot

iv
es

.
–

In
tra

-h
ou

se
ho

ld
 im

pl
ic

it 
co

nt
ra

ct
s.

•
Th

e 
lik

el
y 

sh
or

t-l
iv

ed
 n

ot
 w

an
tin

g 
to

 s
ub

si
di

se
 

th
e 

lik
el

y 
lo

ng
-li

ve
d.

  E
.g

., 
bl

ue
-c

ol
la

r m
al

e 
vs

. 
w

el
l-o

ff 
fe

m
al

e.
   

R
ac

ia
l a

nd
 e

th
ni

c 
di

st
in

ct
io

ns
.

•
M

is
in

fo
rm

at
io

n 
ab

ou
t a

nn
ui

ty
 m

ar
ke

ts
.



Po
ss

ib
le

 A
lte

rn
at

iv
es

•
Fo

rc
in

g 
pu

rc
ha

se
 o

f a
nn

ui
tie

s 
fo

r t
he

 y
ou

ng
-o

ld
 

pe
rio

d 
w

ou
ld

 g
o 

ag
ai

ns
t c

on
su

m
er

 p
re

fe
re

nc
es

 
an

d 
le

ad
 to

 h
ig

he
r n

on
-c

om
pl

ia
nc

e.
  A

ls
o 

co
nt

ra
ry

 to
 le

tti
ng

 h
ou

se
ho

ld
s 

fin
d 

op
tim

al
 m

ix
es

 
of

 p
ar

t-t
im

e 
w

or
k 

an
d 

di
s-

sa
vi

ng
 d

ur
in

g 
th

is
 

pe
rio

d.
•

So
m

e 
re

st
ra

in
ts

 o
n 

w
ha

t l
um

p 
su

m
s 

ca
n 

be
 u

se
d 

fo
r?

  E
.g

., 
m

or
tg

ag
e 

pa
y-

of
f?

•
So

m
e 

pr
og

ra
m

m
ed

 w
ith

dr
aw

al
 c

on
st

ra
in

ts
?



Le
ss

on
s 

fro
m

 B
od

ie
-is

m
•

D
ef

er
re

d 
an

nu
iti

es
 fo

r t
he

 o
ld

-o
ld

 p
er

io
d 

sh
ou

ld
 

be
 fi

na
nc

ed
 w

ith
 “i

nd
ex

ed
 g

ov
er

nm
en

t b
on

ds
”. 

 
C

an
 ta

ke
 th

e 
fo

rm
 o

f:
–

C
on

ve
nt

io
na

l b
ut

 b
al

an
ce

d 
D

B 
PA

YG
 (h

ow
 d

ef
in

ed
 is

 
a 

co
ns

ta
nt

ly
 re

de
fin

ed
 b

en
ef

it?
)

–
N

D
C

-P
AY

G
 (p

re
fe

ra
bl

y 
“c

om
pl

et
ed

” a
s 

in
 S

w
ed

en
)

–
Su

ffi
ci

en
t f

or
ce

d 
sa

vi
ng

s 
in

 g
ov

er
nm

en
t i

ns
tru

m
en

ts
 

to
 m

ee
t t

he
 ta

rg
et

.
•

Fo
r “

se
cu

re
d”

 s
av

in
gs

 th
at

 h
ou

se
ho

ld
s 

w
an

t 
be

yo
nd

 th
is

 o
bj

ec
tiv

e,
 g

ov
er

nm
en

ts
 s

ho
ul

d 
at

 
le

as
t h

el
p 

ac
co

m
m

od
at

e.
  

–
Fo

rc
e 

so
m

e 
of

 th
e 

sa
vi

ng
s 

fo
r t

he
 y

ou
ng

-o
ld

 p
er

io
d 

to
 

be
 in

 g
ov

er
nm

en
t b

on
ds

? 


	Introductory Thoughts about Innovations in Pension Payment
	Old-Age Insurance or Forced Savings?
	Male deaths per 100000 after age 55 Cohorts born 1900, 1940 and 2000
	Female deaths per 100000 after age 55 Cohorts born 1900, 1940 and 2000
	Cohort born in year 1900deaths per 100000 after age 55 by gender
	Cohort born in year 1940deaths per 100000 after age 55 by gender
	Cohort born in year 2000deaths per 100000 after age 55 by gender
	US Male Survival Probabilities for cohorts born 1900, 1940 and 2000
	US Female Survival Probabilities for cohorts born 1900, 1940 and 2000
	Conditions and Constraints
	Conditions and Constraints
	Conditions and Constraints
	Implications for Distribution Stage
	Implications for Distribution Stage
	Annex Rediscovering Old-Age Insurance vs. Forced Savings
	Old-Age Insurance vs. Life-cycle Model of Consumption Smoothing
	Old-Age “Insurance” lost its meaning
	Analysts and Policy-Makers moved to “consumption smoothing” model
	Reinventing Old-Age Insurance
	Constraints
	Distinguish Between the “Early-Old” and “Old-Old” Periods
	Forced Savings in the Young-Old Period
	Lessons from Voluntary Annuity Markets About Mandated Annuities
	Why the contradiction?
	Possible Alternatives
	Lessons from Bodie-ism

