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For example, where a line is at the 110% level, Mercer estimates the average
price of a pension annuity transaction for current retirees to be broadly 10%
higher than the equivalent accounting liabilities. The Global Index is represented
by the solid line, showing the average price of pension annuity transactions as a
percentage of accounting liability across the five countries and draws upon
information such as country market size.

The Global Index decreased by nearly 8% over the second quarter of 2020.
The drop was a result of the downward movements in the indices of all
regions, with the steepest being in the US and Canada.

Pension liability has been measured according to local standards. As an
example, the cost of insuring pension liabilities in the UK is higher than in the US
(relative to accounting liabilities) partly because UK pension liabilities are
commonly indexed for inflation and partly due to generous attaching spouses’
pensions, both of which increase the liability duration. Insurers also charge an
additional premium to take on inflation risk.

__________________

Mercer appreciates the assistance of more than 20 insurers, which provide
pricing data every month to allow this report to provide a good indication of the
trend in each country.

The information contained in this report is not based on information specific to
your circumstances and approximations have been used. Past experience is no
guarantee of future pricing and experience may vary for your plan.
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http://www.mercer.ca/en/what-we-do/wealth-and-investments/mercer-pension-risk-exchange.html
http://www.mercer.ca/en/what-we-do/wealth-and-investments/mercer-pension-risk-exchange.html
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http://www.mercer.com/conflictsofinterest
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