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Complexity as a Barrier to Annuitization: Do Consumers Know How to 
Value Annuities? 
August 2013- The Pension Research Council 
 
This paper provides experimental evidence that individuals have difficulty valuing annuities, and 
this difficulty - rather than a preference for lump sums - can help explain observed low levels of 
annuity purchases. We also discover that people are willing to pay substantially less to buy a 
larger annuity, a result not due to liquidity constraints or endowment effects. Strikingly, we also 
learn that individual responses to the buy versus sell decisions are negatively correlated, an effect 
that is stronger for the less financially sophisticated. 
 Moreover, at the margin, subjective valuations vary nearly one-for-one with actuarial values but 
are uncorrelated with utility-based measures designed to measure the insurance value of 
annuities. Our findings raise doubt about whether most consumers can make optimal decisions 
about annuitization. 
 
(http://www.pensionresearchcouncil.org/publications/document.php?file=1040) 

 

Retirement in Japan and the United States: Cross-national Comparisons 
using the Japanese Study of Aging and Retirement (JSTAR) and the U.S. 
Health and Retirement Study (HRS) 
August 2013- The Pension Research Council  
 
Here we examine the relative importance of health, wealth, family, and other factors in work and 
retirement at older ages cross-nationally. Though both countries have relatively high employment 
at older ages, the Japanese have longer life expectancy, higher levels of financial wealth, and a 
lower public pension eligibility age. Our analysis suggests two conclusions. First, older Americans 
differ in key ways from their Japanese counterparts, particularly along educational, health, and 
wealth dimensions. Second, in some cases, there is a distinctly different impact of these factors 
on labor force outcomes. Thus observed differences in work patterns between Americans and 
Japanese at older ages are attributable to some identifiable factors; moreover, the results can be 
used to project future responses to changes in education, age, health, and wealth in order to 

http://www.pensionresearchcouncil.org/publications/document.php?file=1040�


account for the large differences in older workers' work patterns at older ages in Japan and the 
US.  
 
(http://www.pensionresearchcouncil.org/publications/document.php?file=1108) 
 

Tackling the Chinese Pension System. 
July 2013-The Paulson Institute 
 
Robert Pozen publishes a policy paper on how to fix the Chinese pension system. The National 
Health and Family Planning Commission, which enforces the one-child policy, was recently 
merged out of existence.  
The one-child policy is being reconsidered because China is facing a demographic challenge, 
which will undermine its efforts to establish a country-wide pension system. The ratio of the 
working population to total population peaked in 2010 and will decline rapidly absent major 
policy changes. The percentage of the Chinese population aged 65 or older will double by the 
early 2030s. By 2050, it is projected that there will be fewer than 1.6 workers for every retiree in 
China. 
In this policy paper, sponsored by the Paulson Institute, Pozen analyzes this demographic 
challenge and three other key problems facing the Chinese pension system--the fragmentation of 
pension administration among local governments, the lack of sufficient advance funding of 
pension plans, and the low level of investment returns due to regulatory restrictions. He then 
makes concrete proposals to help remedy each of these problems." 
 
(http://www.paulsoninstitute.org/media/105497/china_pensions_pozen_english_final.pdf) 
 

How Has the Financial Crisis Affected the Consumption of Retirees? 
August 2013- Center for Retirement Research at Boston College 
 
The brief’s key findings are: 

• The impact of the financial crisis on the consumption of retirees depends on how much 
they have in financial assets, how they invest, and their reliance on assets for 
consumption. 

• The crisis had little effect on those 40 percent with very small amounts of financial assets 
and the top 5 percent with very large amounts. 

• In contrast, the broad middle class did experience declines in consumption:  
o At one extreme, households that invested in short-term deposits and tried to live 

off the interest saw significant declines. 
o At the other extreme, investors in balanced portfolios who gradually drew down 

their wealth lost more modest amounts. 
• Most middle-class households, though, combine some behavioral aspects from the two 

extremes, so the impact on their consumption lies in between. 
 
(http://crr.bc.edu/wp-content/uploads/2013/08/IB_13-12.pdf) 
  

http://www.pensionresearchcouncil.org/publications/document.php?file=1108�
http://www.paulsoninstitute.org/media/105497/china_pensions_pozen_english_final.pdf�
http://crr.bc.edu/wp-content/uploads/2013/08/IB_13-12.pdf�


Good news from the bond markets  
August 2013- The Economist 
 
Higher discount rates relieve some of the pressure on corporate pension funds.  
The recent rise in bond yields may have alarmed fixed income investors but has been good news 
for corporate pension funds. Figures from Mercer, the consultancy, show that the aggregate 
deficit of S&P 1500 companies in July fell $10 billion to $212 billion; on average, the schemes are 
now 89% funded, the best level since October 2008 
 
(http://www.economist.com/blogs/buttonwood/2013/08/pensions?zid=300&ah=e7b9370e170850b88ef129fa625b13c4) 
 

Thank you, younger generation – for keeping us oldies in pocket 
August 2013- The Guardian 
 
Being soft on older people's benefits remains popular – partly because workers worry their own 
living standards as pensioners. 
Should young people accept lower living standards than their parents? 
 
(http://www.theguardian.com/commentisfree/2013/aug/19/older-people-pensioners-benefits) 
 

Repairing the Damaged Nest Egg: How to Improve the Retirement Outlook 
of the Unemployed & Underemployed 
August 2013- Transamerica Center for Retirement Studies 

This study, part of the 14th Annual Transamerica Retirement Survey, found that 62% of displaced 
workers are "not too" or "not at all" confident about their retirement prospects.  

"Amid signs of economic recovery and an improving unemployment rate, millions of Americans 
are still unemployed or underemployed," said Catherine Collinson, president of TCRS. "Many 
displaced workers have raided their retirement accounts to make ends meet, and many may be 
overlooking the importance of retirement benefits as they seek meaningful employment. It's 
critical that we raise awareness of the issues and identify opportunities to help them rebuild their 
long-term financial futures." 

(https://www.ta-retirement.com/resources/Repairing%20the%20Damaged%20Nest%20Egg%20Report.pdf) 
 

Who pays the bill? 
July 2013- The Economist 
 
Pensioners are pushing many cities and states towards financial crisis 
Detroit may be an extreme case of fiscal incontinence. But its bankruptcy highlights a long-term 
problem faced by many American cities and states; how to fund generous pension and health-care 
promises that are no longer affordable. 
 
(http://www.economist.com/news/united-states/21582282-pensioners-are-pushing-many-cities-and-states-towards-
financial-crisis-who-pays-bill?zid=300&ah=e7b9370e170850b88ef129fa625b13c4) 
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