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The last surviving risk?

Ian Aley



The journey
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…towards a buyout

…or self-sufficiency

Time

100%



Trend risk

Idiosyncratic risk

What is longevity risk?
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Measuring longevity risk
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Future cash flows are uncertain



Integrating longevity into a investment framework
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Reduction in funding level due to one-off economic shocks

Fall in nominal yields

Longevity shock

Fall in real yields

Fall in equity values

Fall in credit values



Managing longevity risk
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Retain

Monitor changes in 

life expectancy 

and aim to 

reserve 

prudently

Limit exposure

Scheme re-design or 

closure to limit 

increasing 

longevity risk

Transfer

 To members via 

lump sum payments 

 To an insurer via a 

bulk annuity

 To a reinsurer via a 

longevity swap

Managing 

longevity 

risk



Accessing the longevity hedging market 
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Case study: MNOPF is first UK pension scheme to hedge longevity 

risk through ‘off the shelf’ captive cell 

© 2016 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson client use only. 8

16,000 beneficiaries 

MNOPF MNOPF IC Limited Pacific Life Re

Guernsey ICC
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