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Scale of opportunities:
people over 65
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Table?2

Options for retirement income
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_ Table3
Effect of investment growth on

supportable income: males
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Base income supportable calculated at 5%.
Income multiple = income supportable assuming extra investment return
resulting from equity investment of 1, 2, 3, 4 or 5% pa after charges, divided

by base income. Mortality: PMA/PFA92 Year of Use 2001 W
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Table4

Distribution of deaths by age now:

age 60 now
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Tableb

Distribution of deaths by age now:
age /5 now
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Table6

Distribution of deaths by age now:
age 90 now
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Table7
Progression of income:
spreading fund over future life expectation
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Method of calculation
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/ \ Income each year defined as:
8.000 I —— Fund value / annuity factor
/\ \ Annuity factor calculated at
6.000 assumed investment return of 0%
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Age
Investment return assumed: —7%pa —0%pa (excl expenses)
Investment return achieved: 7% pa (excl expenses)
Initial fund £100,000 Male aged 60 at outset
Mortality: PMA92 Year of use 2001
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_ _ Table8
Progression of income:
annuitised versus non-annuitised fund
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_ _ Table9
Mortality drift:
uncertain future improvements

Drift in anticipated distribution
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Both charts show expected distribution of deaths for male aged 60 in 1992,
owing for future improvements. PMA92 represents the more recent estimate W
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Table 10

EXcess survivors:
PMA92 compared with PMASO
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Cost to annuity provider of not reviewing mortality relates to payments made to
those survivors who were not expected to live so long - the red zone
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Table11

Operation of an annuitised fund
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Table 12

Flexible annuity review cycle

Initial max/min
income calc'd

——— >

Max/min income
to next review
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calc'd

Annuitant selects
iIncome between
max and min to

next review

Payments deducted
according to
annuitant
requirements/survival
credits/investment
returns added

Fund balance
determined at

review W




Table 13

MaxXimum income at review

Ut x Pt
ax

Annuity at Review Time (At) =

where ax = cost of annuity purchase on current
market terms at review time, but permitting an
Interest rate higher than that implied by current
annuity rates to allow for asset mix of units over
life expectancy of annuity
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Lifetime income model:
benefit statement

Table 14

Units  Unit Price Value

£ £

Start of Year 10,000 10.00 100,000

Annuity Payments (975) (10,000)

Survival Bonus 295 3,000

Effect of Changes in Unit Price 4,860

nd of Year 9,320 10.50 97,860
rget Income

Next Year 10,000
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Table 15

Equivalent additional fund growth
from mortality cross-subsidy
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Table 16

Equivalent additional fund growth

M F
% pa % pa

/5 4.1 2.8
85 13.1 8.4
95 33.2 21.2

NB: Partial survival protection possible



Table 17

Communication of benefits:

income taken initially = income supportable at 7% pa

v ‘ncome projections at assumed asset growth rates: 5%, 7%, 9% pa
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Table 18

Communication of benefits

!%:,ﬁ 5 income taken initially = 1.1 X income supportable at 7% pa
ncome projections at assumed asset growth rates: 5%, 7%, 9% pa
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Table 19

Communication of benefits

income taken initially = 0.9 X income supportable at 7% pa

come projections at assumed asset growth rates: 5%, 7%, 9% pa
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- Table 20
Income projections:
variable investment model
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Table 21
Profit signature:

conventional annuity versus annuitised fund
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