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Large proportion of assets and growing fast1 Demographics point to further growth
Global population by broad age group, 1950–2050

Area of secular growth
Individualised pre-retirement
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1Source: Willis Towers Watson, Global Asset Study 2017. Chart source: United Nations (2015). World Population Prospects: The 2015 Revision.

– DC pension assets (as a % of total pension assets) have grown from 41.1% in 2006 to 48.4% in 20161

– Over the last 10 years: 

– DC assets have grown at a rate of 5.6% pa while DB assets have grown at a slower pace of 2.6% pa1

– The fastest growing pension markets have been Hong Kong (7.8%), Australia (6.9%) and Chile (6.8%) when 

measured in USD terms (all DC predominantly)1
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By region
Population aged 60 years or over

By country’s income
Population aged 60–79 years and aged 80 years or over by income group, 2000, 2015, 
2030 and 2050

Area of secular growth
Post-retirement population set to increase
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Source: United Nations (2015). World Population Prospects: The 2015 Revision.
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– Life expectancy improvements

– Births have significantly fallen

– High proportion of the population in 15-64 age 

group 

– Increasing proportion in the 65+ age group

The number of Asian savers and retirees are increasing
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Source: United Nations, Department of Social Affairs, Population Division (2017)

People need to get serious about 
‘properly’ saving and investing 

for retirement



Pre-retirement Design



Understand the problem first
What are we all trying to achieve in pre- and post- retirement?

What’s the objective of saving and investing for retirement?

What’s the objective of investing in retirement?

Being clear and realistic about expectations is imperative to success
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Improve the size of the 

account at retirement 

for everyone in the plan

When I retire, my account 

should be as large as 

possible (and I don’t want to 

contribute too much)

Not my problem

Individual says

Make my account last as 

long as possible, with a 

[higher than] adequate 

amount of income

I want clarity about 

how much I will get 

each month

Make sure some is 

left for my family 

when I die 



Target Date Funds have become the most popular default
Why?

– Asset allocation automatically switches from growth assets to bond assets as someone ages

– Easy to explain

– The individual tells the manager his/her likely retirement age and the manager takes care of everything…

What are they?

What’s great about them?

But does it meet the objectives?
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Source: Morningstar 2017 Target-Date Fund Landscape



Assessing Target Date Funds
Do they achieve the individual’s objectives in pre-retirement?

Would you buy bonds at this level? 

– TDFs automatically buy bonds 

irrespective of the price or likely return

How  should risk be considered in 

pre-retirement?

– Not taking enough risk is the biggest risk 

when you are young

– Capital losses are the biggest risk when you 

get close to retirement

A few concerns…

Source: GFD, Thomson Reuters Datastream

Increasing the size of the 

account is more important than 

preserving the account size as 

there is sufficient time to 

recover from market falls
Preserving the account size 

takes priority but growth is 

still important to reach a 

sufficient account size

Earning and Saving
Approaching 

Retirement
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Assessing Target Date Funds
Do they achieve the individual’s objectives in pre-retirement?

People can’t live off relative returns
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Would you buy bonds at this level? 

– TDFs automatically buy bonds 

irrespective of the price or likely return

How  should risk be considered in 

pre-retirement?

– Not taking enough risk is the biggest risk 

when you are young

– Capital losses are the biggest risk when you 

get close to retirement

How do you assess if the manager has done a 

good job?  

– Most TDFs are compared against a peer 

group

A few concerns…



1. Ensure the target outcome is clearly defined

– Understand how much someone needs at retirement

– Target this outcome 

2. Set and forget can be improved!

– Valuations change

– Continually evaluate 

3. Investment risks differ at different stages

– Take growth risk for as long as possible

– But try to reduce capital losses as retirement approaches by:

– diversifiying

– being outcome aware and 

– using downside risk protection where suitable

How to improve prosperity in pre-retirement
Three simple ways
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– Objective is based on age and balance in DC plan

– Reviewed twice a year and automatically changed

Outcome-oriented products in DC
Australia
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Source: Q Super. For illustrative purposes only

Applying that to a pension plan: QSuper

– Dynamically managed multi-asset  funds

– Flexible asset allocation that enables effective 

management of risk 

– Adapt to different market environments

– High Growth version also available as an ETF 

and a USD pooled fund for international 

investors

Schroders’ approach

Fund Objective

Fund A – high growth CPI + 5%

Fund B – medium growth CPI + 3.5%



Post-retirement Design
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Sources: Financial Times, October 2016. Institute for Health Metrics and Evaluation, 2014. Financial Review, February 2016. South China Morning Post, April 2017

Solving post-retirement around the world
Same problem but the solutions differ

Local papers:

Australia: 

– Mind the (ever increasing) funding gap, 

January 2017

– How not to run out of money in retirement, March 

2017

Singapore: 4 papers covering pre and post-retirement, 

2016 and 2017

Deep and thoughtful retirement research

Global papers:

– Global lessons in developing post-retirement 

solutions, May 2015

– Real world post-retirement solutions, 

December 2015

– Designing successful post-retirement solutions by 

blending growth, income and protection, British 

Actuarial Journal, March 2017

The problem

– Under-saved and underfunded

– Increasing life expectancy

– Lower returns than the past in many asset classes

– Desire for certainty in retirement payments but a 

requirement for flexibility



No clear single answer in post-retirement investing
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* Known as living annuities in South Africa

Source: Schroders, for illustration only.  

– Many Continental European retirees expect a 

guarantee

– While the appetite for guaranteed funds has 

declined

– UK and US retirees have a full choice menu with 

little advice taken/paid for

– Australia is considering a post-retirement 

default

Moving in different directions

*



1. Recognise people are living longer and therefore need 

growth assets for longer 

– The risk of running out of money is significant for many

2. What are you going to consume in retirement?

– Consider essential vs non-essential expenses, inflation, 

medical and old-age issues

– It may amount to more than you expect

– Invest to pay for increases

3. Valuations still matter in post-retirement

– Think about how much you are paying for income.

– Is it better sourced from capital?

How to improve prosperity in post-retirement
Three simple ways
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What can you do to improve prosperity in retirement?
One ‘hero’ is not going to save the day
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– Re-evaluate what you may need to buy

– Withdraw/consume less if possible

– Take the right type of risk at the right time

– Take more efficient risk

– Valuations matter!  Use skill in asset allocation

– Understand how much you need

– Save more

– Take the right type of risk at the right time

– Take more efficient risk

– Valuations matter!  Use skill in asset allocation

Pre-retirement Post-retirement

Investment solutions will not solve the problem on their own but…. 
they can help to improve prosperity in retirement
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Biographies – Lesley-Ann Morgan
Global Head of Defined Contribution and Retirement

– Lesley-Ann has over 20 years of experience of providing investment solutions to global 

institutional clients

– Lesley-Ann is Global Head of Defined Contribution and Retirement at Schroders. In this role she is responsible for 

Schroders view on DC best practice and ensuring that there is a global strategy to deliver the best outcomes for DC 

members/participants. Previous to this, Lesley-Ann was the Head of the Global Strategic Solutions team, which is 

responsible for designing solutions for complex global clients

– Lesley-Ann joined Schroders from Towers Watson in July 2011 (previously named Watson Wyatt and R Watson 

and Sons), where she was a partner. At Towers Watson, she was Head of the Client Delivery Group, responsible 

for the delivery of investment solutions to clients and the lead consultant to a number of large pension schemes 

– Previous roles at Watson Wyatt included manager research (Head of Pacific Basin equities and Head of 

Japanese equities) and Investment Head of Defined Contribution (North East US)

– Since she has been at Schroders, Lesley-Ann has worked with pension funds in North America, Mexico, Brazil 

and Asia. 

– She has also worked with regulators and industry bodies, written and co-authored a wide range of papers, 

quoted in the press on significant issues facing the pensions industry, and she also speaks at conferences 

covering the appropriate investment approaches for institutions.  Winner of the Funds Europe Thought 

Leadership award in 2015 for ‘Global Lessons in Developing Post-Retirement Solutions’.  Published in the British 

Actuarial Journal in March 2017 ‘Designing successful post-retirement solutions by blending growth, income 

and protection’

– Fellow of the Institute of Actuaries

– BSc. (Hons) in Mathematics, Operational Research, Statistics and Economics from Warwick University



Important information
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The information in this document is based on management forecasts and reflects prevailing conditions and our views as of this date, all of which are accordingly subject to change. 

In preparing this document, we have relied upon and assumed, without independent verification, the accuracy and completeness of all information available from public sources or 

which was provided to us by or on behalf of the potential investor or which was otherwise reviewed by us. All opinions or estimates contained in these documents are entirely 

SIMHK’s judgement as of the date of this document and are subject to change without notice.

Past performance and any forecasts are not necessarily a guide to future or likely performance. You should remember that the value of investments can go down as well as up and 

is not guaranteed. Exchange rate changes may cause the value of the overseas investments to rise or fall.

The information contained in this document is provided for information purpose only and does not constitute any solicitation and offering of investment products. Potential 

investors should be aware that such investments involve market risk and should be regarded as long-term investments.

Derivatives carry a high degree of risk and should only be considered by sophisticated investors.

This document is for information purposes only. It is not intended as promotional material in any respect and may not be circulated, published, reproduced or distributed to any 

other person without our prior written consent. This document is not an offer or solicitation for the purchase or sale of any financial instrument described herein, and is not 

intended to provide a basis for evaluation or assessment of the instruments described. This document is not intended to provided, and should not be relied on for, accounting, 

legal or tax advice, or investment recommendations.

The content of this document and all confidential information relating to any Schroders plc group company must be treated by you in the strictest confidence. It may only be used 

for the purposes of assessing this proposal. Confidential information includes (but is not limited to): 

– Schroders’ proposed investment strategies, processes, know-how and details of the proposed investment mandate; 

– Fee and commission arrangements; 

– Information about other Schroders’ clients; 

– Any third party information which are subject to confidentiality restrictions;

– Fund holdings data; and

– Our staff details.

Confidential information should not be disclosed to any third party and should only be disclosed to those of your employees, agents and professional advisers who are required to 

see such information for the purposes of assessing the proposal. You should ensure that these persons are made aware of the confidential nature of such information and treat it 

accordingly.

You acknowledge and agree that unauthorised disclosure or use of confidential information would cause irreparable harm, damages would not be an adequate remedy and we 

shall be entitled to all forms of equitable relief.

You shall return and/ or destroy all confidential information at our written request.

Neither party shall disclose any information or make any announcement relating to this document or its subject matter without the prior written approval of the other party except 

as required by law or by any legal or regulatory authority.

This document contains indicative terms for discussion purposes only and is not intended to provide the sole basis for evaluation of the model proposed/investment

This material is issued by Schroder Investment Management (Hong Kong) Limited and has not been reviewed by the SFC.



警語

– 本資料及訊息由施羅德投信所提供，僅供與訊息接收討論參考用途，未經本公司許可，不得逕行抄錄、翻印、剪輯或另作派發。本公司當盡力提供正確之
資訊，所載資料均來自或本諸我們相信可靠之來源，惟並未透過獨立之查核；對其完整性、即時性和正確性不做任何擔保，如有錯誤或疏漏，本公司或關
係企業與其任何董事或受僱人，並不負任何法律責任。

– 全權委託投資並非絕無風險，本公司以往之經理績效不保證委託投資資產之最低收益，本公司除盡善良管理人之注意義務外，不負責委託投資資產之盈
虧，亦不保證最低之收益，客戶簽約前應詳閱全權委託投資說明書。

– 本文提及之經濟走勢預測不必然代表本全權委託投資業務之績效。

– 投資人因不同時間進場，將有不同之投資績效，過去的績效亦不代表未來績效之保證；投資人詳閱資料後，仍應尋求獨立財務顧問為謹慎之投資評估。

– 本資料及訊息係管理階層基於截至目前資料所為之預測並反映當時之條件，任何須提供海外服務之要求仍另需視本地及海外當地主管機關之法規行之。投
資人於投資前應自行進行資料之覆核以確認資料之準確性和完整性。本資料所陳述之意見或估計係基金經理公司截至目前之判斷，如有變更，恕不另行通
知。
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