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Setting the Stage

Current Environment

Longer life

Changing population age mix
Bottom line pressure
Boomers are afraid to retire

Reduced hiring and blocked
promotion paths

Potential for future talent
shortages

Major decline in traditional
retirement benefits
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Key Questions

Challenges and Opportunities for Employers

What are the priorities and
concerns of employers and
employees?

What challenges and
opportunities does aging society
create?

What age is it reasonable to work
to?

What factors lead to successful
employer programs?



Life Expectancies for the U.S.

1935 594 63.3 11.9 13.2
2010 75.4 80.0 16.6 19.2
2050 Projection 79.5 83.6 18.9 21.4

Requirements about retirement ages:

= Social Security—full retirement age increasing to 67
Medicare benefits payable at age 65

Pensions: normal retirement ages usually 65
Distribution requirements: benefits must start by at 70.5

Requirements create expectations (signals)—need to be updated
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Employer Challenges

Goals

Meet bottom line expectations
Reduce risk and uncertainty

Maintain flexibility as business
changes

Keep and attract needed talent
Pay attention to time frames
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Paradoxes

Challenges and Opportunities for Employers

Short-term market pressures
swamp out longer-term issues

Bleak economy means layoffs and
benefit cuts—not longer term
focus

Cost of older workers (higher
benefit costs) vs. potential brain
drain (loss of expertise)

Global competition and
maintaining legacy businesses



Employee Challenges

Goals

Keep jobs until ready to retire
Build retirement resources
Maintain health coverage

Find time to pursue dreams and
care for family

Achieve flexibility and freedom,
while staying engaged in
retirement

Reduce and manage personal
risk
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Coping with Uncertainty

High unemployment

Feeling pressure to postpone
retirement

Changing rules and business
environment

Family members needing care—
now or in future

Actual retirement before planned
due to job loss or illness

Desire for work flexibility

Challenges and Opportunities for Employers



Aging Affects Several Stakeholders:
Opportunities identified in World Economic Forum Project

= Governments
o Recognize opportunity for transformational change
o Nurture vibrant “silver economy”
o Encourage volunteerism and community solutions

= Employers
o Retain experienced workers with flexible work/gradual retirement
o Focus on knowledge transfer

= |ndividuals and families
o Demand more innovative healthcare and retirement planning
o Remain healthy and active until later in life

o Volunteer
LIVING

“’100

‘-:((Il I‘f'()l % “TUARIES
L SYMPOSIUM

Challenges and Opportunities for Employers 7



Aging Affects Several Stakeholders:
Opportunities identified in World Economic Forum Project

= Financial institutions
o Create new capital market products

o Collaborate with health care providers to develop products to
integrate retirement planning with health and long-term care

o Focus on cross-border solutions
= Health care providers
o Focus on elderly and enhancing wellness

o Search out new health care paradigms
o Develop solutions for individualized medicine
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When and How We Retire (U.S. data)

= About 5in 10 people work after retirement or phase out in some way
=  More than 7 in 10 people say they want to work in retirement
= About 4-5in 10 people retire earlier than planned
o Don’t plan for premature retirement risk
= 28%—retirement does not apply to me
= Many work after “retirement” —often part-time or part-year

o Congressional Research Service Sept. 2008 study indicates that 37% of
men and 35% of women aged 55 to 64 who were receiving pensions in
2007 were employed in March 2008

o Of those aged 65 and over, 12% of men and 9% of women were
employed

= Disability drives decisions: of those who are not in labor force at 50-61

o 67% of men are disabled

LIVING
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Employer opportunities

= Retain needed talent

= Provide work options that are good for employer and
employee

= Use people nearing retirement in special roles and
projects

LIVING

SOCIETY OF ACTUARIES
INTERNATIONAL SYMPOSIUM

Challenges and Opportunities for Employers 10



Pre-retirees expect to retire later than retirees

At what age (retirees: did/pre-retirees: do you expect to) retire from your primary
occupation?

Retirees Pre-retirees

Age category (n=393) (n=273)

(%) (%)
Under 55 28 1
55t0 61 33 24
62 to 64 20 16
65 to 69 14 38
70 or older 3 13
Don’t know 3 8

LIVINSource: Society of Actuaries, 2009 Risks and Process of Retirement Survey
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Stakeholder perspectives on phased retirement

= Employers: Need talent and good results. Most employers
think of phased retirement as a win/win for employers and
employees

= Individuals 50+: Interested in flexibility, work options,
family and money

= Policymakers and public: Need well functioning economy.
Most policymakers think of phased retirement as a
program that primarily should help the worker or address
concerns about the shortage of workers and the impact
that shortage has on the federal government programs

= Advocates for individuals: Focus is on preventing possible
loss of benefits, not on creating work options

Bottom linet hard to define policy that works
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Why phased retirement?
Employer perspective

= Helps keep valued and hard to replace talent

= Regular staff don’t have time for special projects

= Former employees ideal to help with training

= Some jobs have unpredictable peak loads, e.g., after storms
= Variable work loads and seasonal work patterns

= Keep open promotion paths

= Fill in when someone disabled/on vacation

Biggest area of U.S. phased retirement today: Rehiring retirees
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The Retirement Future

= 2010-2015
o Recovering from economic crisis

o Continued modest increases in retirement age, work in
retirement

o Approaches should recognize reality of what individuals
will do and will not do

o Boomers nearing traditional retirement age, in a
transition phase, and growing public focus on old age
security

o Employers fine tune their plans and have adapted to the
Pension Protection Act (major 2006 U.S. legislation)

o More focus on the distribution period and learning how
to make funds last a lifetime

o Social Security reform — ????
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The U.S.Health Care Future

= 2010-2013

o Current system continues with patches
o Big work on implementing exchanges

o Some immediate relief for those with no coverage/long-
term pre-existing conditions

o Employers will make incremental changes to hold the
line—control costs—more of the same

* Higher contributions, co-pays
* More attempts to promote good consumer behavior
o Critical to improve operation of the system
= 2014

o Exchanges go into place and mandates apply
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The Disability Future

= Under study today

o Disability system not well coordinated with DC retirement
environment

o Focus on helping those with some disability work
o More use of rehabilitation

= |[ssues for the future

o Adapting disability benefits to later, partial retirement
o Providing benefits in a DC environment
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Predictions: Work and Retirement

2030 2050

= Retirement at 67-70 = Retirement at 71-75

= Phased retirement = Expected that healthy
ci)rsnomon, new career starts people will work to 72,
a

phased retirement common

= 30% to 40% of large
employers offer phased ret.

= 15% - 20% of large
employers use phased
retirement

] D|Sab|||ty programs Offer " D|Sab|||ty Same as in 2030

benefits to higher ages and
focus on rehabilitation
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Factors leading to success in building future programs
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Fact based analysis
o Assessment of talent and talent needs
o Evaluation of benefits and compensation programs

Gap analysis

o Assess current state

o ldentify changes need to bring into line
Appropriate changes in employment options and benefits
Align culture
Gradual implementation including use of pilot programs
Ongoing evaluation
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