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What we promised to talk about 
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Who we are 
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Jonathan Hughes, Munich Re Matthew Fletcher, Towers Watson 

Our agenda 
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Intro 

Base mortality 

Mortality trend 

Conclusions 

• Past practice 

• Current practice 

• The future? 

 

• What could be done 

• What should be done 
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What we are going to conclude 
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New data can help 

Markets change risk 

Context matters 

A brief history of base assumptions 
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Single assumption 

• Own experience 

 

• Industry standard tables 

 

• Adjusted for industry / amount 
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A brief history of base assumptions 
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Postcode rating 

• Everyone is ‘different’? 

 

• Postcode vs individual  

 

• Data quality 

A brief history of base assumptions 
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£10,000 pension 

Smoker 

Heart attack 

No financial dependants 

Individual underwriting 

• Current hot topic 

 

• Role for Trustees? 

 

• Insurability? 
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What next? 

03 May 2013 9 

£10,000 pension 

Smoker 

Heart attack 

No financial 

dependants 

Genetic profiling 

• Next step? 

 

• Explains a lot of variation 

at oldest ages 

 

• Would we want to gather 

the information? 

A brief history of trend assumptions 
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Source: Own summary of mortality improvements from CMI library of mortality projections  

92 series 

• Age 

 

• Calendar year 

http://www.actuaries.org.uk/research-and-resources/pages/cmi-library-mortality-projections
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A brief history of trend assumptions 
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Source: Own summary of mortality improvements from CMI library of mortality projections  

Interim adjustments 

• Age 

 

• Calendar year 

 

• Cohort effect 

A brief history of trend assumptions 
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Source: Own summary of mortality improvements from CMI library of mortality projections  

CMI model 

• Age 

 

• Calendar year 

 

• Cohort effect 

 

• Granularity 

 

• Regular updates 

http://www.actuaries.org.uk/research-and-resources/pages/cmi-library-mortality-projections
http://www.actuaries.org.uk/research-and-resources/pages/cmi-library-mortality-projections
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What next? 
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Source: Own summary of mortality improvements from CMI library of mortality projections  

? 
Base mortality assumptions have become more precise over time 

 

• Can do the same with trend assumptions? 

 

• Should we? 

 

 

Making trend assumptions more precise 

Tapering assumptions 
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Source: Munich Re calculations based on HMD data 

http://www.actuaries.org.uk/research-and-resources/pages/cmi-library-mortality-projections
http://www.mortality.org/
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Making trend assumptions more precise 

Tapering assumptions 
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Source: Munich Re calculations based on HMD data 

Making trend assumptions more precise 

Amounts-based analysis 
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Source: Article in The Actuary by Piero Cocevar and Luigi De Falco 

Pension <= €1,200 p.m. Pension > €1,200 p.m. 

Mortality improvements 

are noticeably higher for 

the lives with larger 

pension amounts 

http://www.mortality.org/
http://www.theactuary.com/features/2012/11/cohort-effects-an-italian-pensioner-perspective/
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Making trend assumptions more precise 

Class differentials 
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Source: Own calculations using ONS data 

Making trend assumptions more precise 

Cause of death insights 
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Source: Munich Re analysis of ONS data 
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Making trend assumptions more precise 

Cause of death insights 
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Source: RMS presentation from their bio.nomics seminar, London 2013 (based on ONS data) 

Making trend assumptions more precise 

Structural models of mortality drivers 
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Source: RMS presentation from their bio.nomics seminar, London 2013 

http://www.rms.com/bionomics
http://www.rms.com/bionomics
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Making trend assumptions more precise 

Individualised assumptions 
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Members Base mortality Trend risk 

A 

B 

• Non-smoker 

• Secretary 

• Healthy living 

• ... 

• Non-smoker 

• Secretary 

• Healthy living 

• ... 

• Genetic pre-

disposition to 

cancer X 

• X% of table 

• (X + Y)% of 

table 

• Normal 

• Higher risk of 

trend “shock” 

Making trend assumptions more precise 

Is it worth bothering? 
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Probably not... ...but... 

Trend losses only emerge slowly, so it is  

not an urgent problem 

Step changes do occur  

e.g. interim adjustments, CMI model 

Limited opportunity to catch up later i f the 

employer covenant is particularly weak 

Trend risk is “two - sided”, so you are as  

likely to gain as lose 

Actuaries (and many others) have  

generally erred in one direction 

Large amounts of subjectivity are needed ,  

whatever approach is taken 

Segmenting trend risk highlights scheme - 

specific issues 

When de - risking, the longevity buyer may  

have considered something you have not 
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What we have talked about 
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Intro 

Base mortality 

Mortality trend 

Conclusions 

• Past practice 

• Current practice 

• The future? 

 

• What could be done 

• What should be done 

What we conclude 
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New data can help 
There are many relatively recent datasets available to help  

answer some longstanding questions about pension scheme  

mortality 

Markets change risk 
Longevity risk itself tends to change slowly, but market  

dynamics can quickly change the risk held by particular  

parties 

Context matters 
The optimal level of sophistication for mortality assumptions  

depends crucially on a particular scheme’s circumstances  

and strategy 
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Expressions of individual views by members of the Institute and Faculty 

of Actuaries and its staff are encouraged. 

The views expressed in this presentation are those of the presenters. 

Questions Comments 


