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Middle market accumulators 

40% of newly retired couples will 

outlive their assets 

 

70% of middle market  households 

approaching retirement (<10 years) 

will outlive their assets 
 
Source:  Americans for Secure Retirement and Ernst & 

Young as of February 2009 

 

 

47% of early boomers will outlive their 

assets 

 

44% of Gen-X will outlive their assets 
 

 

 
Source:  EBRI 2010 Retirement Readiness Ratings 

update, July 2010 

 

 

Multiple quantitative measures identify the same underlying issue… 

41% of early boomers will outlive their 

assets 

 

56% of Gen-X will outlive their assets 
 

 

 
Source:  The National Retirement Risk Index:  After the 

Crash, October 2009 

 

 

…and their actions and questions to advisors are consistent 

Retirement planning comes too late driven by: 
• Life events—job loss, health issues 
• Imminent retirement (< 24 months) 

 
Fewer questions on finances, but have to fix the basics first 
 
Focused on government program impacts 

Have Done Extensive Planning for Retirement, by Income Level

(pre-retirees, 50+, $100k+*)

65%

42%

35%

$200k+

$100k-$199k

<$100k

Source:  Spectrem, 2010 
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Foundational changes in thinking 

► There have been some 

foundational changes in 

enterprise thinking when it 

comes to helping clients with 

retirement planning and 

retirement income 
► Uncertainty is now part of the 

discussion and in many cases is 

reflected in client facing materials 

► Trade-offs are being illustrated and 

shared with clients 

 

► Some risks remain largely 

addressed in concept only 
► Longevity and health care 

Impact on Likelihood of Success 

Deterministic Retirement Income Plan Exposed to Risk Variables 
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Next generation approaches 

are addressing these gaps as 

part of foundational process 

transformation 
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Foundational changes in approaches 

Wealth transfer 

What is the most efficient way 
for our clients to meet their 
goals? 

Client assets 

How to identify customer  desires and 
provide value-add experiences to build 
trust? 

How to build stronger relationships, gain 
referrals, consolidate assets and prevent 
leakage? 

How and what do we 
monitor and adjust 
together? 

How to best achieve family wealth 
and charitable objectives? 

Accumulation phase Retirement Income Transition 

Client age 

 

• Customers want a long-lasting, trusted relationship as part of their retirement journey 

• Customers want to know advisors understand their goals or desired outcomes 

• Customers want to assistance navigating investment choices, tax implications and time-sensitive critical decisions 

• Customers understand and believe adjustments will be necessary  

Common business 
challenges 

Customers driving 
change 
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Foundational changes in approaches 

Two significant value enhancing trends 

► A starting allocation of investment, income and protection products that satisfy 

the desired outcomes of the individual

► Investment Products

► Mutual funds

► Dividend solutions

► Bond and CD ladders

► Market-linked securities

► Separately Managed Accounts

► Income protection

► Investment-linked or synthetics

► Annuities and variations

► Insurance products

► Life insurance

► Long term care insurance

Investments

InsuranceIncome

Advice

Plan Invest

Manage

Product Allocation Models UMH Tax Efficient Income Generation 
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Positively affecting outcomes 
Effects of multi-product allocations 
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Allocation models for income 

Allocation models for income 

and endowment 

1 
Significant number of interior 

solutions suggests only certain 

combinations of risk products 

should be considered 

2 

“Plateau” nature of the frontier 

suggests that addition of risk 

products is consistently 

valuable 

Source:  Ernst & Young calculations, 2008-2009 
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Positively affecting outcomes 
Effects of addressing healthcare exposures 

Income only objective 

Income and endowment 

objective 

= protected income 

= protected income 

Source:  Ernst & Young calculations, 2010 



Page 8 10 May 2012 EBRI  70th Policy Forum 

Positively affecting outcomes 
Effects of starting earlier 

Source:  Ernst & Young calculations, 2010 
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Exhibit I: Average inflation adjusted replacement ratios (IARR) 

Average IARR 

Measurement age SWP GLWB FDIA 

NRA 21% 26% 41% 

Life expectancy 21% 19% 22% 

Age 95 15% 16% 16% 
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Exhibit IV: Distribution of IARRs at age 95 

Distribution of IARR 

IARR band SWP GLWB FDIA 

IARR = 0% 28% 0% 0% 

0%<IARR<=15% 12% 60% 43% 

15%<IARR<=30% 55% 31% 57% 

IARR>30% 6% 8% 0% 
Sum of real income 

Measurement age SWP GLWB FDIA 

NRA (1st year) $15,705 $19,229 $30,688 

Life expectancy $282,263 $302,646 $465,348 

Age 95 $390,145 $434,018 $611,529 

Positively affecting outcomes 
In-plan case analyses 

Source:  Effective due diligence for guaranteed lifetime income options, 

Ernst & Young, 2011 
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Closing remarks 

► Clients and participants will be positively affected 

 

► Foundational changes in thinking and approaches are 

now occurring in the business environment 

 

► Affordable access might be the most crucial of policy 

objectives 

 

► Objectives and complexity for retail and institutional 

businesses will be different 
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Chris is a Senior Advisor in the Insurance  Advisory Services 

practice of Ernst & Young, and has more than  eighteen years of 

experience serving the financial services industry.  Leader of the 

firm’s Retirement Income team, Mr. Raham is responsible for the 

delivery of product and actuarial services aimed at institutions 

seeking a competitive advantage in the retirement market. 

  

Areas of expertise include strategic gap assessments of products 

and services, third-party product selection and management, 

accelerated product development services, retirement income 

implementation services, insurance-based pension risk 

management solutions, longevity  transaction structures, product 

allocation optimization models. 

  

A frequent contributor in both mainstream and industry 

publications, recent presentations  include “Optimization in terms 

of a portfolio of products” at EBRI’s 64th Policy Forum, May 2009, 

“The Impact of Healthcare on Retirement”, at the Insured 

Retirement Institute’s November 2010 meeting, “Annuity market 

update” at LIMRA’s April 2011 meeting, and “Retirement Income 

Update” at National Underwriter's Life Conference, November 

2011.   

 

Mr. Raham is a Fellow of the Society of Actuaries, and is a 

Member of the American Academy of Actuaries. 

Chris Raham 
Senior Advisor 

Tel 212.773.9064 
Mobile 212.542.0143 
Email christopher.raham@ey.com 
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Ernst & Young 

 

Assurance | Tax | Transactions | Advisory 

 

About Ernst & Young 

Ernst & Young is a global leader in assurance, tax, transaction and advisory 

services. Worldwide, our 141,000 people are united by our shared values and an 

unwavering commitment to quality. We make a difference by helping our people, our 

clients and our wider communities achieve their potential. 

 

Ernst & Young refers to the global organization of member firms of Ernst & Young 

Global Limited, each of which is a separate legal entity. Ernst & Young Global 

Limited, a UK company limited by guarantee, does not provide services to clients. 

For more information about our organization, please visit www.ey.com. 

 

Ernst & Young LLP is a client-serving member firm of  

Ernst & Young Global and of Ernst & Young Americas operating in the US. 

 

Ernst & Young is a leader in serving the global financial services marketplace  

Nearly 35,000 Ernst & Young financial services professionals around the world 

provide integrated assurance, tax, transaction and advisory services to our asset 

management, banking, capital markets and insurance clients. In the Americas, 

Ernst & Young is the only public accounting organization with a separate business 

unit dedicated to the financial services marketplace. Created in 2000, the Americas 

Financial Services Office today includes more than 4,000 professionals at member 

firms in over 50 locations throughout the US, the Caribbean and Latin America.  

 

Ernst & Young professionals in our financial services practices worldwide align with 

key global industry groups, including Ernst & Young’s Global Asset Management 

Center, Global Banking & Capital Markets Center, Global Insurance Center and 

Global Private Equity Center, which act as hubs for sharing industry-focused 

knowledge on current and emerging trends and regulations in order to help our 

clients address key issues. Our practitioners span many disciplines and provide a 

well-rounded understanding of business issues and challenges, as well as integrated 

services to our clients.  

 

With a global presence and industry-focused advice, 

Ernst & Young’s financial services professionals provide high-quality assurance, tax, 

transaction and advisory services, including operations, process improvement, risk 

and technology, to financial services companies worldwide.  

 

It’s how Ernst & Young makes a difference.  

 

© 2011 Ernst & Young LLP 

All Rights Reserved. 

 
 

This publication contains information in summary form and is therefore intended for general 

guidance only. It is not intended to be a substitute for detailed research or the exercise of 

professional judgment. Neither EYGM Limited nor any other member of the global Ernst & 

Young organization can accept any responsibility for loss occasioned to any person acting or 

refraining from action as a result of any material in this publication. On any specific matter, 

reference should be made to the appropriate advisor. 

 


