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Background on Speaker: Worked on Both Sides of Pensions

Pension Reform, Asset Management, and Academic



Agenda: Addressing Two Major Challenges with a Simple Innovation

Retirement Security and Funding Infrastructure

Requires Governments and Development Banks to be Creative



Evolution of Retirement Crisis – Both in DB and DC

Ticking Time Bomb - Financial Illiteracy, Low Productivity and Increasing Longevity
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Defined Contribution Plans: Many Challenges

Goal Unchanged: Guaranteed Real Retirement  Income



What is the Goal for Retirement?

Goal is Same Whether DB or DC

Nobel Laureate Prof. Robert C. Merton:

“An inflation-protected income for life that allows you 
to sustain the standard of living you enjoyed in the 
latter part of your working life.”

Standard-of-living is measured by income, and not by
wealth. Standard-of-living risk is measured by income 
risk and not wealth risk



Goal Restated: A Steady Income From Retirement Till Death

Guaranteed and Real = Preserve Pre-Retirement Lifestyle

Problem: No Asset has this Profile/Bridges Time Gap; Annuities Not Popular



Biggest Challenge: Financially Unsophisticated Investors

Unable to Understand Compounding/Impact of Inflation

Will Need Strong Regulation To Ensure Consumer Protection



Industry Challenge: Wrong Safe Asset

Industry Focused on Wrong Goal; Life Cycle Funds = Guarantees Nothing!

Must be Smarter About the “Safe” Asset or “Default” Product



The Challenge Continued: All Assets are Risky!

Even Inflation-Linked Bonds are Risky in Retirement Plans Because of Cash Flow Mismatch

Brazil Was a Pioneer in Inflation-Linked Bonds
More Pertinent Risk in Retirement is Standard-of-Living Risk



Solution: SeLFIES – A New Retirement Bond (with Nobel Laureate Prof. Merton)

Redefine Cash Flows to Suit Needs of Retirement Investors

Price Determined by Market; Version 1 – Linked to IPCA



SeLFIES Innovation: A Few Simple Changes

From Generic Bonds to Retirement Bonds = Demand & Supply

Can Be Issued in Small (Retail) and Large (Institutional) Denominations



SeLFIES For Brazil: Can Be Easily Created

Using Finance Science to Address Retirement Crisis

 Brazil Already Has Tesouro Direto – Selling Bonds to Individuals
 First Version Could Be Just Linked to IPCA
 Coupon (Size/Frequency) Set by What is Best for Low Income Savers



Applies Globally: Same Simple Design

Each Country Can Customize to Their Own Specific Situation: Uruguay



Demand for SeLFIES: Retail and Institutional

Broad Group of Investors, Regular Purchases



SeLFIES: Beneficial For Governments (and Multilateral Development Banks)

Unique Cash Flow Profile Synergistic with Infrastructure Investing



SeLFIES Can Help with Management of Longevity Risk (An “A-New-ity”)

Well-Designed Instrument Could Address Annuity Puzzle



The Flex MMM Plan: A New Pension Plan Design

Creates a DC Plan that Addresses SUPER ACCESSIBLE Goals

Each Country Can Customize to Their Unique Needs



Summary: SeLFIES Achieves Many Goals

Greater the Delay in Creating SeLFIES; Higher the Cost


