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The Future of Retirement /nvesting in later life

Expectations

The global map of

preparation for later life

How am | preparing for later life and do | expect
my government to bear the brunt of doing so?




Pariammge

The survey sought to answer key questions regarding preparation
for later life. Across the globe, are individuals expecting employers,
governments, or families to support them? Or are they increasingly
reliant on themselves? And how does this vary between the regions
and countries, between men and women, and in relation to source

and amount of income?

Governments in the mature economies
are worried that their ageing populations
will increase public expenditure through
increases in demand for pensions. Many
governments have promised generous
public pensions from 60 or 65 years of age,
but these are increasingly unsustainable
as we live longer lives. Pensions designed
to support us in retirement for a decade
are now expected to support us for 25

to 40 years.

Many governments of transitional economies
have yet to respond to the dramatic ageing

of their populations over this first quarter

of the 21st century. Without the benefit of
universal provision, these governments and
populations will have to find ways to combine
state, community and family-based initiatives.

The role of governments

Figure 11 illustrates the proportions of
individuals pre- and post-retirement in each
country who believe that their government
should bear most of the financial costs of
supporting them in retirement.

Across the countries/territories surveyed,
expectations of, and confidence in,
governments varies a great deal. For
example, in the USA, Japan, Mexico,
India, Malaysia, Singapore, Hong Kong and
Saudi Arabia only a modest proportion of
individuals both pre- and post-retirement
believe that their government should bear
most of the financial costs of supporting
them in retirement (at most 25 per cent
depending on country). However, this
proportion is larger in Scandinavia (up to
almost 65 per cent), Europe (up to 45 per
cent), Brazil (up to 50 per cent) and China
(around 40 per cent).

1.1 Proportions who belleve thelr government should bear most of the Mnanclal costs
of supporting them In retirement by generation and coumrtry
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In the mature economies, the data reveals
that more of the pre-retirement generations
than the post-retirement ones believe that
their governments should bear the financial
costs of supporting them in old age, while
the reverse is generally the case in the
transitional economies.

Globally, there is a general tendency for a
larger proportion of males than females to
believe that the government should support
them in retirement. This pattern is present
in both transitional and mature economies,
with the reverse only found in Turkey, Japan
and India.

Figure 12 illustrates that, across the
majority of economies, the proportion who
think that their government wi/l bear most
of the financial cost of supporting them in
retirement is far smaller than those who
believe that they should.

Ratios greater than 1 indicate that attitude
(should bear the costs) is greater than belief
(will bear the costs) and this is interpreted
as a lack of confidence in governments to
meet these costs.

Interestingly, more people post-retirement
than pre-retirement believe that their
governments will bear these costs.

For example, in Sweden 24 per cent of
40-49 year olds believe governments will
bear these costs; this rises to around

40 per cent of 60-79 year olds.

In terms of gender specifics, in the majority
of economies there is a tendency for larger
proportions of males than females to feel
confident of government support. The reverse
is seen in Japan, India, Singapore and Russia.

In mature economies, with their long
histories of government preparation and
provision of pensions, up to two-thirds of
the pre-retirement generations feel that
governments should take responsibility,
but only around a quarter believe they will.
Contrastingly, in most of the transitional
countries, where there has been far less
time for government preparation and
provision, and hence there are far less well-
developed systems of state provision, less
than a quarter believe governments either
should or will provide support — notable
exceptions here are Russia, Turkey and China.
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Choice

Global retirement

and work choices

How am | preparing for later life
and what are my options?




Across the globe a small proportion of people will be well prepared
financially for retirement and will be completely protected.

Of these people:

) They live mainly in Europe and
North America

) They are more likely to be healthy men

with a good source of working life income.

Across the globe a larger proportion will
be totally unprotected in retirement:

) They live mainly in Eastern Europe,
Asia, Africa and Latin America

) They are likely to be both men and
women, in poor health, with a relatively
low working life income and reliant
on families and communities to
support them.

In between lie the biggest group — those
vulnerable to falling into poverty in later
life, unless they prepare.

) Different countries have different levels
of risk for men and women depending
on the range of state provision they offer,
the role of families and communities and
the possibilities for work in later life.

) Individuals have differing vulnerabilities
depending on whether they are male
or female, their health, skills and ability
to undertake work.

Sources of retirement income

Individuals may have a number of sources
from which to derive their retirement
income: savings, assets, income (including
continuing to work), and housing. Of interest
is how this varies between the regions and
countries, between men and women as well
as how it relates to health.

Low-income households, females and those
whose health prevents them working into
old age are particularly vulnerable financially
in later life. Whilst many people may feel that
governments should be securing their old
age, they recognise that a large part of the
responsibility falls on them and their families.

We have identified four groupings, or pillars,
of retirement income. Most people will
have some income in later life, whether it
is planned and substantial, or de facto and
modest. This income may be from savings,
selling assets, rent from property, annuities
or from stocks/shares. The survey reveals
that depending on the age grouping and
the economic region, individuals utilise a
variety of income sources in providing for
their retirement.

In this chapter we will examine the main
sources of retirement income and their
relationship to the ‘vulnerability trap’.

In the majority of transitional economies,
between 50 and 80 per cent of various
generations fear a lack of money in old age,
and this is felt most often by women. In
these countries, and even in some sections
of the mature economies, large groups will
be unprotected and reliant on their own
efforts and the support of their families.

As can be seen from Figure 3.1, 40-60
per cent of individuals both pre- and post-
retirement living in the mature economies
of Europe and North America have
savings as one of the main sources of
their retirement income. This percentage
does, however, vary enormously between
countries, from a high of 80 per cent to a
low of only 25 per cent.

“Those dependent on single source retirement
iIncomes are more likely to fall into the

‘vulnerability trap””

2.1 Main sourcas of own retirement Ineome by reglon and
pre-/post-retirement age group
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In Denmark, the United Kingdom and
France, savings are the main source of
retirement income for the largest proportion
in each generation, followed by stocks,
shares and selling assets in Denmark,

and by stocks, shares and annuities in

the United Kingdom and France.

In Germany, annuities are the main source
of own retirement income, followed by
savings, while in the United States it is
stocks and shares, followed by savings,
and in Canada it is savings for the 40-59
year olds, stocks and shares for the 60-69
year olds and savings, stocks, shares and
annuities for the 70-79 year olds.

The figure above illustrates that in Asia,
savings is clearly the main source and in
only three instances is savings not one of
the main sources of retirement income,
namely among the 50-69 year olds in South
Korea who name rent from property

Preparedness

(47 per cent) and annuities (59 per cent) as
one of the main sources respectively, and
among the 70-79 year olds in Japan who
name annuities (65 per cent). Elsewhere in
Asia, savings is named as one of the main
sources of own retirement income, ranging
from 50 per cent of the 70-79 year olds

in South Korea to 100 per cent of some

of the generations in India, the Philippines
and Malaysia.

In Japan, India, China, Taiwan, Singapore
and South Korea, the proportions naming
savings as one of their main sources of
own retirement income decreases with age,
while in the Philippines, Malaysia and Hong
Kong, the reverse is true. All other sources
of own retirement income are named by
significantly lower proportions.

In Eurasia/Africa, there is a varied
composition of sources. Half of the 70-79
year olds in Turkey identify annuities as their
main source of income, and half rent from
property. Around three-quarters of those
aged between 50 and 79 in Saudi Arabia,
also name annuities. The majority of all
generations in Russia name savings as one
of their main sources of retirement income,
increasing with age from 50 per cent of
the 40-49 year olds to 68 per cent of the
60-69 year olds. The same pattern is seen
in South Africa with 50-66 per cent of the
generations naming savings as one of their
main sources of retirement income.

In South America, there are very different
patterns in the two countries surveyed. In
Mexico, the majority of the 40-59 year olds
name selling assets as one of their main
sources of own retirement income (50-65
per cent), while the majority of the 60-79
year olds name savings (46-69 per cent).

In Brazil, however, annuities are named by
between 79 and 91 per cent as one of their
main sources of retirement income with
less than 20 per cent naming other sources.

While larger proportions of higher income
groups (and males) tend to have more

than one main source of own retirement
income, lower income groups (and females)
tend to be reliant upon one source of own
retirement income (and this varies across
economies as outlined above). Clearly, those
dependent on single source retirement
incomes are more likely to fall into the
‘vulnerability trap’.



People therefore divide into three
main categories:

) Those who are well prepared for retirement
and protected, but are in the minority;

) Those larger numbers who are almost
completely unprotected;

) The large numbers of individuals who
feel that they are protected and secure,
but who in fact face the prospect of
falling into the *vulnerability trap’ with
limited support from their government,
limited income of their own and families
who often find it hard to provide help
and support.

It is here that governments, individuals,
communities and the private sector must
act together.

IlI-health and vulnerability

The generations surveyed generally feel
good - even as they age. However, at all
ages surveyed, relatively large proportions
are apprehensive about old age and finding
themselves in poor health and dependent
on others, while smaller proportions feel
apprehensive about not having enough
money. Figure 3.2 reveals how the
generations feel about growing old.

Globally, around 70 per cent of those
surveyed for the Report fear illness and
disability in old age — a proportion which
reaches as high as 90 per cent in France.
Interestingly, India, China and Taiwan did

not fit this mould, with levels of fear around
50%. In all countries (excluding Japan),

the overwhelming tendency is for larger
proportions of females than males to fear
illness and disability in old age. This is also
reflected in the UK, where 64 per cent of
males aged 40-49 fear illness and disability in
old age, compared to 75 per cent of females.

In terms of being dependent on others in
old age, globally around 60 per cent fear
this, but there is a large degree of variation
between countries. Again we see a number
of Asian economies (notably India, the
Philippines, China, Taiwan, South Korea

and Hong Kong) with low proportions (of
between around 30 and 50 per cent) fearing

proportlions fearing
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dependency in old age, compared with
relatively high proportions (between 60 and
80%) in Denmark, France, Germany and
even in the transitional economies of Brazil,
Mexico, Russia, Turkey, Malaysia, South
Africa and Saudi Arabia. With the exception
of Japan, there is a general tendency for
significantly greater proportions of females
to fear dependency in old age.

i
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“Pre-retirement generations do not expect their
standard of living to worsen in retirement”

Poverty and vulnerability

In most economies, the number of people
who fear not having enough money in old
age declines with increasing age, from

58 to 44 per cent globally. This trend is
reversed in Singapore and India. This
change in views as people age is quite
striking in the majority of the mature
economies and China.

In the majority of transitional economies
between 50 per cent and 80 per cent of
various generations fear a lack of money
in old age. Exceptions are China, Taiwan
and India. Meanwhile, in the mature
economies of Europe and North America,
the proportion fearing a lack of resources
in retirement is below 55 per cent.
Generally, there is a tendency for larger
proportions of females in each generation
to fear not having enough money in old
age. There are, however, one or two
notable exceptions: in China, Hong Kong
and Singapore where, particularly amongst
the oldest generation, there is a lower
proportion of females worried about lack
of resources in old age than males.

Overall, this analysis reveals that pre-
retirement generations do not expect their
standard of living to worsen in retirement —
except in Russia. Nor do the majority

of people post-retirement feel that their
standard of living is worse than it was
before — again with the exception of Russia.
In the mature economies (excluding Japan),
the majority of individuals pre- and post-

retirement are not worried about being
able to cope financially in the future. For
most people, retirement seems to offer the
prospect of relatively good health, control
and independence with few barriers to
pursuing the life they would choose.

But are we looking forward to retirement?
Figure 3.3 asks this question of the two
pre-retirement generations across the
economies surveyed.

It is worth noting in this respect that in

a number of economies, the proportions
(especially amongst the younger pre-
retirees) who have not thought about
whether or not they are looking forward to
retirement are quite substantial. This is true
in Brazil (45 per cent), Mexico (41 per cent),
Russia (32 per cent), Singapore (30 per
cent) and Taiwan (30 per cent). This may
reflect a delay in the cultural acceptance

of retirement as a life phase to be planned
for. Only in two countries are the pre-
retirement generations predominantly

not looking forward to retirement, namely,
Russia (43 per cent) and Saudi Arabia

(59 per cent).

Generally speaking, in the mature
economies of North America and Europe,
large proportions of pre-retirees (over 70
per cent) are looking forward to retirement.
This is also true in Turkey, China and Hong
Kong. Overall, there are no significant
differences in feelings about retirement
between men and women.

3.2 Are you looking forwand to retirement? Pre-retirement age group
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Inheritance

The global preferences of

what to leave behind

What do | want to pass on to my family?




Most people want to pass on something to their heirs. Perhaps
surprisingly, this is frequently not money. In each of the generations,
only around 10 per cent would most like their heirs to inherit their
money, whereas around 20 per cent would like to leave their heirs
their home/property.

Overall, approximately 60 per cent of 4.1 What do people want o pass on to
respondents would most like their heirs thelr children? (Europe)

to inherit non-material values from them
such as their perspective on life (sense
of humourl spirit, way of giving to the

| |

community) and their knowledge. Women 2%  Ralpim

are more likely than men to want to leave

their heirs their perspective on life, whereas 3% Knivsdaiym

men are more likely to want to pass on

money or home/property. 41% Ky pampEctiva om B
The following figures illustrate this 1 KMonay

inheritance preference across the regions

of the survey. 1%  EHumlene s/

In the mature European and North L T rr——

American economies (Figures 4.1, 4.2),

no more than 17 per cent of respondents
would most want to leave their heirs their
money (particularly the oldest generation in

“Many want their legacy to be their
perspective on life, not accumulated wealth”

4.3 Wnat do people want to pass on to
thelr children? (South America)
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4.4What do people want to pass on to
thelr ehildren? (Asla)

Germany). There is a greater tendency for 4.2What do people want to pass on to
people to choose the ‘soft’, less tangible thelr ehildren? [North America)
values as their legacies, such as perspective

on life (particularly in Denmark, but also in

the United Kingdom, the United States and _“L

Canada), followed by knowledge, and to a

lesser extent their home/property. Generally 13% Ralipim

in these economies, females are more

likely to want their heirs to inherit these 8% H
non-material values. It may be that these

T% Folpm
ZI%. 1y papscive B

A% Knowkays

% HomajEopaty

T Moay

inheritance preferences reflect the relatively Wy pary =
high living standards and welfare systems B% Mmay
of the region, making the inheritance of
hard capital values less vital. 1% BusBes)caraE
16% HoapopeEty
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Inheritance

th America (Figure 4.3), the

ance preferences are again

1tly ‘soft’ values, with knowledge the
~2nce for 48 per cent of respondents.

values such as money, business/

and home/property are chosen by

) per cent overall, with home/property
----vely more popular response in Brazil.

Asian economies overall (Figure 4.4),
1 a broadly similar pattern of

ance preferences to that observed

‘h America. Again, people want to

n ‘softer’ values, such as knowledge
in (approximately 35 per cent)

2 Philippines with around half
yondents choosing this option.

1ere, popular choices are religion
ularly in Malaysia with 25-40 per

ind perspective on life — particularly
1a and Taiwan with approximately
cent. Money and home/property are,
er, the priority preference in India
ximately 30 per cent). There does not
) be a marked difference in

views across gender in this region.

Finally, in Eurasia/Africa (Russia, Turkey,
South Africa and Saudi Arabia), we see
that religion plays an important role as

an inheritance preference, particularly in
Saudi Arabia (approximately 50 per cent)
and Turkey (25-40 per cent — most among
the young), along with home/property,
particularly Russia (approximately 40 per
cent) and among the older generations

in Turkey.
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Conclusion

Investing in later life contains the clear message that most people
now employed in western style labour markets, are preparing

for their retirement and old age. They feel that governments are
not going to look after them and that they and/or their families
will have to bear the brunt of financial support for them in later
life. Interestingly, there appears to be a growing disillusionment
amongst pre-retirees that their governments will be able to provide
adequate pensions and income compared to those that have
already retired. They see families as playing a key role in their
retirement support, but are also increasingly looking to savings
and assets to provide a better standard of late-life income.

However, while many men in the advanced
economies will be prepared, women and
low income households in the transitional
and developing economies will find
themselves unable to financially secure
themselves in old age. In between these
two extremes is a large group — those
vulnerable to financial hardship in later
life, unless they prepare. It is here that
governments, communities, individuals
and the private sector need to act to
prevent large numbers across the globe
falling into the ‘vulnerability trap’.

A second clear message is the importance
of having more than one source of
retirement income. Most older people
now recognise that there are four pillars

of late-life security — government, self,
employer and family — and that all four may
be relied upon at various times of later

life and retirement, and under different
circumstances. Working longer, may be an
important part of the new security for later
life for healthy individuals in all regions.
Savings and pensions may play a larger
part in those living in the mature economies
of Europe and America, while the family
may play a larger role in the transitional
economies of Asia and Latin America.

In previous Future of Retirement reports
we noted that older people were generally
positive about later life and retirement.
This report /nvesting in later life now
highlights that they are also realistic.

The previous Future of Retirement
reports also showed that it was not lack
of money which the people surveyed
feared most about their old age, but the
‘softer’ values of loss of status, power
and the opportunity to contribute to
their societies and communities.

This latest report now reveals that
what most people would like to leave
as their legacy is again not money, but
non-monetary values such as their
perspective on life, their knowledge and
their way of giving to their communities.



Appendices

Survey methodology

HSBC'’s global Future of Retirement study,
now in its fourth year, involved interviewing
21,000 people aged between 40 and 79,

in 21 countries and territories around the
world. It is the largest ever survey of its
kind. The Oxford Institute of Ageing, Oxford
University, designed the research and wrote
this report. Harris Interactive carried out the
interviews and fieldwork around the world.

Age groups

Participants were divided into four age
groups, each spanning ten years, to
enable us to study the effect of age on
attitudes and behaviour. This made it
possible to compare those who are aged
40-59 with those who are aged 60-79.
In this report, these two larger groups
are often referred to as ‘the under-60s’
and ‘the over-60s’. This second group
roughly corresponds, in most of the
places surveyed, to those participants
who have reached retirement age.

Trendsetters

In the transitional economies, the survey
interviewed ‘trendsetters’: people who
live mainly in towns and cities, and

who work in the service sector or other
modern areas of the economy, such as
the information technology industry.

They contrast with the greater numbers
of people still in traditional, rural, family-
based employment, or those working in
primary industries such as mining, fishing
or forestry. These trendsetters are already
taking on the behaviour and lifestyles

of their peers in Western Europe and
North America, and there are indications
that they will also follow the mature
economies in adopting the new forms of
retirement and ways of living in later life.
The attitudes and behaviour of this key
group of individuals and employers may well
influence those of the wider population in
the transitional economies in the future.

Regional groupings
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Mature and Transitional economies Europe  North America Eurasia/Africa Asia

The 25 countries and territories Denmark  Canada Egypt China
surveyed over the years for the Future France USA Russia Hong Kong
of Retirement research include both Germany Turkey India
mature and transitional economies. Poland  South America SaudiArabia  Indonesia
Mature economies are taken as those ) .

. L . Sweden  Brazil South Africa Japan
that industrialised early, have large service ) )
sectors, affluent populations, long- 2 b2 el Ma_"_ays"a
established pensions infrastructure and Philippines
legislation and provide a comprehensive Singapore
welfare ‘safety net’ for their citizens. South Korea
A transitional economy is one that Taiwan

does not yet meet the definition

of a mature economy.
Definition of household income variable
high/low by country:
The division between high and low income
households was the median of the data set
for each country.
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