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Financial decision making in old age

= What can policy do?
= \What does the academic research tell us?

= \What next?




What can policy do?

Set the choice architecture (mandates, defaults, implied endorsement,
incentives, free choice)

Regulate information provision
— Compulsory (eg Product Disclosure Statements, Fact Sheets)

— Voluntary (eg superannuation forecasts = retirement estimates, calculators)
Financial education to improve financial literacy
Regulate financial advice

Regulate financial market participants (eg Superannuation funds =
Retirement Income Covenant = Retirement Income Strategy)

Policy simplification



What does the academic research tell us?



Product A (lifetime annuity) vs Product B (account-based pension)

Defaults

Please use the slider to allocate your wealth to Product A and Product B.

100% in A 100% in B
Product A ) ) ! ' ! ' ! ' 1 ] ' ' ' ' ! ' | ] ' Product B
25% = 75%
1. Your i z $22,340
2. Guaranteed part of your d annual i $19,810 of $22,340
3. Share of wealth you can withdraw as a lump sum: 75%

(You can only withdraw from Product B)

The chance your income from Product B will run out during retirement,
that is, your chance of receiving ONLY the guaranteed part of income is:

VERY LOW (1 in 10)

di A" and "Pr B*" for more information

——

* Hover over "Pr

[Bateman et al (2017) AIM]



Defaults

Product A (lifetime annuity) vs Product B (account-based pension)

Please use the slider to all your to A and Product B.
100% in A 100% in B
Product A ' ' | ' | ' ' | 1 ] ' ' ' ' ' ' i | ' ] ' Product B
25% 75%
1. Your d i : $22,340
2. Guaranteed part of your exp $19,810 of $22,340
3. Share of wealth you can withdraw as a lump sum: 75%

(You can only withdraw from Product B)

The chance your ir from Product B will run out during retirement,
that is, your chance of receiving ONLY the guaranteed part of income is:

VERY LOW (1 in 10)

* Hover over "Pr A" and "Pr B*" for more information

3 default treatments: 75:25, 50:50, 25:50

Density

0. 00 0. 25 0. 50 0. ?5 1 .00
Allocations to annuity products

[Bateman et al (2017) AIM]



Defaults

Product A (lifetime annuity) vs Product B (account-based pension)

Please use the slider to all your to A and Product B.
100% in A 100% in B
Product A ' ' | ' | ' ' | 1 ] ' ' ' ' ' ' i | ' ] ' Product B
25% 75%
1. Your d i : $22,340
2. Guaranteed part of your exp $19,810 of $22,340
3. Share of wealth you can withdraw as a lump sum: 75%

(You can only withdraw from Product B)

The chance your income from Product B will run out during retirement,
that is, your chance of receiving ONLY the guaranteed part of income is:

VERY LOW (1 in 10)

A" and "Pr

* Hover over "Pr B" for more information

Density

3 default treatments: 75:25, 50:50, 25:50
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allocation weight

100% phased 100% annuity

weight

¥ Understanding of DCE products = high

[Bateman et al (2017) AIM]



Defaults — sticky (often for the less skilled)

Product A (lifetime annuity) vs Product B (account-based pension)

Please use the slider to all your to Prod A and Product B.

100% in A 100% in B
Product A ! ' | ' | ] [ | 1 ] ' ' ' ' ' ' ! | ' ] ' Product B
25% 75%
1. Your d i : $22,340
uaranteed part of your $19,810 of $22,340
3. Share of wealth you can withdraw as a lump sum: 75%

(You can only withdraw from Product B)

The chance your income from Product B will run out during retirement,
that is, your chance of receiving ONLY the guaranteed part of income is:

VERY LOW (1 in 10)

* Hover over "Pr A" and "Pr

———

B*" for more information

3 default treatments: 75:25, 50:50, 25:50

Density

I I I I I
0.00 0.25 0.50 0.75 1.00
Allocations to annuity products
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204

3 03
0.2
0.1

0 -

1/n weight default weight  100% phased
withdrawal weight weight

100% annuity  unconstrained
allocation weight

M Understanding of DCE products = low ¥ Understanding of DCE products = high

- - the ‘trustingly disengaged’
also default

[Deetlefs et al (2019) JCA]

- - but defaults may have high
welfare costs [pobrescu et al (2018), El]



Regulated information - Financial product disclosure — is problematic

Short-form PDS

INVESTMENT DETAILS FOR OUR SOCIALLY RESPONSIBLE BALANCED INVESTMENT OPTION

Description of option/ Invests In a diversified portfollo comprising Australian

Type of Investor and Internatlonal shares that are selected on the basls of
sustainable Investment criteria (refer to pages 22 to 25
for further detalls) and In fixed Interest and cash assets.
Designed for Investors with a high risk tolerance who are
seeking a high level of expected returns.

Investment retumn objective’ To achleve returns (after Fund taxes and Investment fees)
that are at least 3.0% p.a. more than Inflation (CPI).

Strateglc asset allocation
and ranges

Minimum suggested SIx years
timeframe for Investment

Expected frequency of Four In twenty years
negative annual return

Summary risk level High

[Bateman et al (2016) JEBO]



Regulated information - Financial product disclosure — is problematic

Short-form PDS MySuper dashboard

INVESTMENT DETAILS FOR OUR SOCIALLY RESPONSIBLE BALANCED INVESTMENT OPTION
COMPARISON BETWEEN RETURN TARGET AND RETURN*

Description of option/ Invests In a diversified portfollo comprising Australian 18%
Type of Investor and Internatlonal shares that are selected on the basls of ro%
sustainable Investment criteria (refer to pages 22 to 25 14%
for further detalls) and In fixed interest and cash assets. 12%
Deslgned for Investors with a high risk tolerance who are 0% N
seeking a high level of expected retums. = 0o = = __ o
= T— - [—— i
Investment return objective’ To achleve returns (after Fund taxes and Investment fees) -
that are at least 3.0% p.a. more than Inflation (CPI). 2o
Strateglc asset allocation e —
and ranges
2013 014 2015 2018 7 20ma 2019 2020 2021 2022
KEY et Fefue Gove, D amd afesing — AModving sverage refarmovers 10 pears — Mo verage relurs Larget ower 10 peas
1 ‘ * Graph relates to years ending 30 June. Past performance is not an indicator of futwre performance.
Return targets are not guaranteed Return targets and fees may change.
. Def
Minimum suggested SIx years .
T [ e i Return (moving average over last 10 years to
30 June 2022): 8.70%
Expected frequency of Four In twenty years
negative annual return Statement of fees and other costs: $336 p.a.
summary risk level High Level of investment risk: High - Four to less than six

negative years in a 20-year period.”

* Megative returns may eccur more or less often than expected.

[Bateman et al (2016) JEBO]
[Thorp et al (2020) JBF]



Regulated information - Financial product disclosure — is problematic

Short-form PDS

INVESTMENT DETAILS FOR OUR SOCIALLY RESPONSIBLE BALANCED INVESTMENT OPTION

Description of option/
Type of Investor

Investment return objective’

Strateglc asset allocation
and ranges

Minimum suggested
timeframe for Investment

Expected frequency of
negative annual return

Summary risk level

Invests In a diversified portfolio comprising Australian
and International shares that are selected on the basls of
sustainable Investment criteria (refer to pages 22 to 25
for further detalls) and In fixed interest and cash assets.
Designed for Investors with a high risk tolerance who are
seeking a high level of expected returns.

To achleve returns (after Fund taxes and Investment fees)
that are at least 3.0% p.a. more than Inflation (CPI).

SIx years

Four In twenty years

High

[Bateman et al (2016) JEBO]

MySuper dashboard

COMPARISON BETWEEN RETURN TARGET AND RETURN*

EY

Retirement income product Fact Sheet

- - -
= —_—— —
= u — S
— =
T ——
2013 2014 2015 2015 2007 2088 2018 2020 2021 2022
et Fefue Gove, D amd afesing — AModving sverage refarmovers 10 pears — Mo verage relurs Larget ower 10 peas

* Graph relates to years ending 30 June. Past performance is not an indicator of futwre performance.
Return targets are not guaranteed Return targets and fees may change.

Return {moving average over last 10 years to
30 June 2022): 8.70%

Statement of fees and other costs: $336 p.a.

Level of investment risk: High - Four to less than six
negative years in a 20-year period.”

* Wegative returns may occur more or less often than expected.

[Thorp et al (2020) JBF]

Product Name

FProduct B

Awerage Annual Income
(n=t of fees and taxes)

Product Rating

measures the extent to
which your income is
sacure — that is, your
income is not influencad by
downturns in the share
market, cutiiving your
funds, and increases in
inflation. The rating scake is
from 1 {your income is not
secure) to 7 (your income is
secure).”

Average incomse
nof secure

35,430

Average income
SHeure

Elements that contribute to this product's

rating

This pn

Product
Rating
oduct is rated 6 because: [

It provides income for life

It is designed to reduce the impact of downturns in the
share market on income

Income is not CPl-indexed, so payments will not increase
annually in line with inflation

Payment is guaranteed if the fund becomes insolvant

Potential Income Shape
showws how your income {in
today’s dollars) will wary
ower your retirement.

§

Best Duicome
—— Awerage Culcome
4 —— Wiorst Cuicome
ax 5 B #8 G0 BS
Ag
Access to Capital -
is hiow much of the 100000 | g = ===
purchase price you would H
receive if you stopped using 20000 )
the product at any tinne in ]
retirement {the solid line).” '
Enac
ADOo0
Death Benefit 2000
is the amount that would be e e
paid to your astate if you ———
die {the dashed line).* o
6T o ] LoH] G.') 80 o6 oo

[Bateman & Eberhardt (2022) AIM]




Regulated information - Financial product disclosure — is problematic

Short-form PDS

INVESTMENT DETAILS FOR OUR SOCIALLY RESPONSIBLE BALANCED INVESTMENT OPTION

Description of option/
Type of Investor

Investment return objective’

Strategic asset allocation
and ranges

Minimum suggested
timeframe for Investment

Expected frequency of
negative annual return

Summary risk level

Invests In a diversified portfolio comprising Australlan
and International shares that are selected on the basis of
sustainable Investment criteria (refer to pages 22 to 25
for further detalls) and In fixed Interest and cash assets.
Designed for Investors with a high risk tolerance who are
seeking a high level of expected returns.

To achleve returns (after Fund taxes and Investment fees)
that are at least 3.0% p.a. more than Inflation (CPI).

SIx years

Four In twenty years

High

[Bateman et al (2016) JEBO]

MySuper dashboard

COMPARISON BETWEEN RETURN TARGET AND RETURN*

2013 014 2015 2018 7 20ma 2019 2020 2021 2022

EY et refe e e arel afesin)  — Modieg v age retarmever 10 pears  —— Mot Meage i Larget o 10 yeaes

* Graph relates to years ending 30 June. Past performance is not an indicator of futwre performance.
Return targets are not guaranteed Return targets and fees may change.

Return {moving average over last 10 years to
30 June 2022): 8.70%

Statement of fees and other costs: $336 p.a.

Level of investment risk: High - Four to less than six
negative years in a 20-year period.”

* Wegative returns may occur more or less often than expected.

[Thorp et al (2020) JBF]

Retirement income product Fact Sheet

Product Name FProduct B

Awerage Annual Income
(n=t of fees and taxes)

35,430

Product Rating
measures the extent to
which your income is
secure — that is, your ! - r -
income is not influencad by werage income werage income
downturns in the share not securs 2Eeure
market, cutiiving your
funds, and increases in

inflation. The rating scals is II_E;ETents that contribute to this product's S —
from 1 {your income is not L=hng Rating
secure) to 7 (your income is = - = .

secure).” This product is rated 6 becauss: 6

= |t provides income for life

= |tis designed to reduce the impact of downturns in the
share market on income

= |ncome is not CPl-indexed. so payments will not increass
annually in line with inflation

= Payment is guaranteed if the fund becomes insobhwant

Potential Income Shape

showws how your income {in ronon

today’s dollars) will wary

ower your retirensant. s000-|
‘E S000
E 4000

Access to Capital

is how much of the
purchase price you would
receive if you stopped using
the product at any tinne in
retirement {the solid line).”

Death Benefit
is the amount that would be

paid to your estats if you
die {the dashed line).* o

[Bateman & Eberhardt (2022) AIM]

Standard risk measure: number of negative years in a 20 year period

[Bateman et al (2016) RevFin]



Regulated information - Financial product disclosure — is problematic

Short-form PDS

INVESTMENT DETAILS FOR OUR SOCIALLY RESPONSIBLE BALANCED INVESTMENT OPTION

Description of option/
Type of Investor

Investment return objective’

Strategic asset allocation
and ranges

Minimum suggested
timeframe for Investment

Expected frequency of
negative annual return

Summary risk level

Invests In a diversified portfolio comprising Australlan
and International shares that are selected on the basis of
sustainable Investment criteria (refer to pages 22 to 25
for further detalls) and In fixed Interest and cash assets.
Designed for Investors with a high risk tolerance who are
seeking a high level of expected returns.

To achleve returns (after Fund taxes and Investment fees)
that are at least 3.0% p.a. more than Inflation (CPI).

SIx years

Four In twenty years

High

[Bateman et al (2016) JEBO]

MySuper dashboard

COMPARISON BETWEEN RETURN TARGET AND RETURN*

EY

Retirement income product Fact Sheet

2013 014 2015 2018 7 20ma 2019 2020 2021 2022

et refe e e arel afesin)  — Modieg v age retarmever 10 pears  —— Mot Meage i Larget o 10 yeaes

* Graph relates to years ending 30 June. Past performance is not an indicator of futwre performance.
Return targets are not guaranteed Return targets and fees may change.

Return {moving average over last 10 years to
30 June 2022): 8.70%

Statement of fees and other costs: $336 p.a.

Level of investment risk: High - Four to less than six
negative years in a 20-year period.”

* Wegative returns may occur more or less often than expected.

[Thorp et al (2020) JBF]

Product Name

FProduct B

Awerage Annual Income
(n=t of fees and taxes)

Product Rating

measures the extent to
which your income is
sacure — that is, your
income is not influencad by
downturns in the share
market, cutiiving your
funds, and increases in
inflation. The rating scake is
from 1 {your income is not
secure) to 7 (your income is
secure).”

Average incomse
nof secure

Elements that contribute to this product's

35,430

Average income
SHeure

rating

This pn

Product
Rating
oduct is rated 6 because: [

It provides income for life

It is designed to reduce the impact of downturns in the
share market on income

Income is not CPl-indexed, so payments will not increase
annually in line with inflation

Payment is guaranteed if the fund becomes insolvant

Potential Income Shape
showws how your income {in
today’s dollars) will wary
ower your retirement.

§
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Access to Capital

is how much of the
purchase price you would
receive if you stopped using
the product at any tinne in
retirement {the solid line).”

Death Benefit

is the amount that would be
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[Bateman & Eberhardt (2022) AIM]

ASIC & AFM (2019) REP632 Disclosure: Why it shouldn’t be the default




(Regulated) retirement estimates are more promising

Your Personal Retirement Income Estimate
Prepared 30 June 2013

Your estimated
account balance: kot 23
$198,000 -
Your account -
$25,000 TRl sy ey i g0 i
atage 39 in 2013 SOUtss 12 basec o e Consior nd deduc

Yearly income (when retired)

MG ther
xd 1o

$11,200 pa

Cbus account

$13,600 pa
Your half of the %
Gover t age p Your other sources income
I 1 t oeant de any
Other potential Tt o BT o el T
sources

We can help you get a clearer picture
$24,800 pa o i

Your yearly income
in retirement

s calculated to last 25 years This is in today’s dollars

VWhat can I do to improve my estimat

Contact the Cbus Advice Te

you have questions, the Cbu UM Can give you answers you neex

i

Q Call 1300 361 784 = Email

Longevity Average age of
A R retirement

* Replacement rate:
pon fore and aft

standaxd: Thus s based on

i on average. to hve

Pension Pension rate

Case study:
What Justin thought about

Some of the strategies Justin discussed

. C




Retirement estimates motivated Cbus members to contribute more
and increase interaction with the fund

Chus Member Salary Sacrificing (%)

More members salary sacrificing

\( Higher salary sacrifice in (SAUD)

Salary Sacrifice (SAUD)

$6,000
$5,000

.Treaunent Control

$4,000

$3,000

$2,000

$1,000 .
5_

{ Fewer members with NC saving

Chus Member Non-Concessional Saving (%)

7.54%

5:81%

21-35 35-45 45-55 Total

Higher NC saving in (SAUD)

Non-Concessional Saving (SAUD)

More members interacting ]

Cbus Member Engagements (%)

50.00%
35.4%
POYE === =—=—===========<==<
30.00%
20.00% RO
10.00%
0.00%
21-35 35-45 45-55 Total
'
| More engagement per member
A
Number of Engagements
2.5
2 1.68
s
1
1.03
0.5
0
21-35 35-45 45-55 Total

Smyrnis et al (2019, 2021)



‘Just in time’ product knowledge helps



Cannot assume people know characteristics of typical products

Pilot study of around 1,000 Australian aged 50-64 with a super account indicated
ignorance of retirement benefits

= 1/3 aware of a product called a ‘life annuity’
- 22% knew that a life annuity paid benefits ‘for life’
- 8% knew that a life annuity offered a guaranteed income level

= 48% had heard of an ‘account-based pension’

- 25% knew that they could choose the drawdown amount subject to a regulated
minimum drawdown

— 20% knew that they could draw down capital

Agnew et al (2013) AJAF



‘Just in time’ product knowledge assists understanding of risk
management features of retirement products sateman et al (2018) JrI]

Incentivised to learn about retirement products:
* Product A (Lifetime annuity)
* Product B (Account-based pension)

Completed product quiz (Y/N)

. I can withdraw a lump sum for unforeseen events.

. If I die, payments stop.

. T will receive a regular income for as long as 1 live.

. My account balance will fluctuate with financial markets.

. Payments are guaranteed to me or my beneficiaries for the first 15 years.
. None of these apply.

O W 0O N =

o

Please use the slider to allocate your wealth to Product A and Product B.

100% in B
1 1

100% in A
Product A ! ! ! ' ! ] ' ' ' ! ' [ ! [ Product B
25% - 75%
1. Your expected annual income: $22,340
2. Guaranteed part of your expected annual income: $19,810 of $22,340
3. Share of wealth you can withdraw as a lump sum: 75%

(You can only withdraw from Product B)

The chance your income from Product B will run out during retirement,
that is, your chance of receiving ONLY the guaranteed part of income is:

VERY LOW (1 in 10)

* Hover over "Product A" and "Product B" for more information

———

.

Increase risk of ruin from 1/10, 1/4, 2/4, 3/4



‘Just in time’ product knowledge assists understanding of risk
management features of retirement products sateman et al (2018) JrI]

Logit model of risk insensitivity

Incentivised to learn about retirement products:
* Product A (Lifetime annuity)
* Product B (Account-based pension)

Completed product quiz (Y/N)

1. I can withdraw a lump sum for unforeseen events.

2. If I die, payments stop.

3. T'will receive a regular income for as long as I live.

4. My account balance will fluctuate with financial markets.

5. Payments are guaranteed to me or my beneficiaries for the first 15 years.
6. None of these apply.

Please use the slider to allocate your wealth to Product A and Product B.

100% in A 100% in B
Product A ! ! ! ' ! ] ' ' ' ! ' ' ' [ ! ' . ' I ! ) Product B

25% = 75%
1. Your expected annual income: $22,340

2. Guaranteed part of your expected annual income: $19,810 of $22,340

3. Share of wealth you can withdraw as a lump sum: 75%

(You can only withdraw from Product B)

The chance your income from Product B will run out during retirement,
that is, your chance of receiving ONLY the guaranteed part of income is:

VERY LOW (1 in 10)

* Hover over "Product A" and "Product B" for more information

———

Choices 14 (AB) Choices 5-8 (CB)
Strong Weak Strong Weak
Marginal Effects

Quiz score AB/CB —0.321* —0370** -0.240* -0.166°
Retirement financial planning -0.102** -0.012 -0.124* 0012
Male 0037 -0.010 0008  —0.080*
Wealth -0017 -0.044 0.001 0.007
Retire early 0.071**  0.094** 0.045 0.070°
Numeracy -0.098** -0.073 -0.194** -0.112*
m' VAVES) U023 U092 VU1
Sophisticated literacy -0.013 0.110*  -0.082* 0.013
Self-assessed literacy -0.0200 -0.012 -0.026* -0.006
Commercial product knowledge -0014 -0.004 -0033 -0034
Quality of life above median -0.014 -0.031 -0.027  -0.035
Subjec'tive life expectancy -0.001 0.002 0.000 0.001
N 854 854 854 854

.

Increase risk of ruin from 1/10, 1/4, 2/4, 3/4



‘Just in time’ product knowledge also assists valuation of lifetime
annuities [Alonso Garcia et al (2018) CEPAR WP]

Incentivised to learn about retirement products:
e Lifetime guaranteed income (Lifetime annuity)
* Flexible account (Account-based pension)

Completed product quiz

Elicit WTP, WTA using iMPL

What we would like you to do is to cast your eye down the rows of the table and select the ROW for which you prefer the combination of the two
products in Option B to the combination of the two products in Option A. You select this row by clicking "Preferred Option B’ in the column at the end

of the row.
Preferred Option
Flexible Account Lifetime Guaranteed Flexible Account Lifetime Guaranteed
Income Income Obtion A | Option B
(account balance)  |(per year, including Age (account balance)  |(per year, including Age ptien ption
Pension) Pensionr)
$762,198 $23,200 50 545,124 O]
5762,198 $23,200 30 554,205 O]
§762,198 $23,200 50 $67,047 (@]
5762,198 $23,200 50 $85,209 ; .
§762,198 $23,200 50 $110,5894 (@] ®

Retirement Calculator

Option B refers to the FIRST ROW you prefer Option B to Option A.

Option A Option B
|Inc0me from ages 65 - 80 $77,665 $67,047
|Inc0me after age 80 $23,200 $67,047

The numbers in the table above are in today's dollars and calculated by assuming:

| would like to ensure the Flexible Account provides an income until age: a0

| would like to keep the following amount from the Flexible Account for o
inheritance or unexpected expenses:

| would like to spend MORE of the Flexible Account in the first FIVE years of | ~ Yes @ No
refirement:

The Flexible Account provides an average annual return, greater than —
inflation by:




‘Just in time’ product knowledge also assists valuation of lifetime
annuities [Alonso Garcia et al (2018) CEPAR WP]

Incentivised to learn about retirement products:
e Lifetime guaranteed income (Lifetime annuity)
* Flexible account (Account-based pension)

Completed product quiz
Elicit WTP, WTA using iMPL

What we would like you to do is to cast your eye down the rows of the table and select the ROW for which you prefer the combination of the two
products in Option B to the combination of the two products in Option A. You select this row by clicking 'Preferred Option B’ in the column at the enc

of the row.
Proferrod Opiion

Flexible Account Lifetime Guaranteed Flexible Account Lifetime Guaranteed
(account balance)  |(per yealrr,| [i:r?crlrtljfiing Age (account balance)  |(per yealrr,| [i:r?cr:tljfiing Age BotonAy iptonlE
Pension) Pensionr)

§762,198 $23,200 $0 $45,124 ® (@]
$762,198 $23,200 50 $54,205 O] O
§762,198 $23,200 50 $67,047 (@} ®
5762,198 $23,200 30 $85,209 ]
§762,198 $23,200 50 $110,5894 ®©

Retirement Calculator

Option B refers to the FIRST ROW you prefer Option B to Option A.

Option A Option B
|Inc0me from ages 65 - 80 $77,665 $67,047
|Inc0me after age 80 $23,200 $67,047

The numbers in the table above are in today's dollars and calculated by assuming:

| would like to ensure the Flexible Account provides an income until age: a0

| would like to keep the following amount from the Flexible Account for

i 0
inheritance or unexpected expenses: %

| would like to spend MORE of the Flexible Account in the first FIVE years of | ~ Yes @ No
refirement:

The Flexible Account provides an average annual return, greater than —
inflation by:

Cummulative density

6

4

Distribution of money’s worth

1 1.5 2 25 3
Money’s worth (log scale)

'O.'_

WTP < WTA

‘Just in time’ product
knowledge + engagement with
task reduced difference
between WTP and WTA from
31% to 14%




Too much of a good thing — super engaged could be worse
off



Too much of a good thing — super engaged could be worse off

Online experimental survey, 1,278 accumulation members — experience market volatility

Simulated market returns Information treatments  Each period (yr) facilitate super-engagement

114 8% Show market headlines

2:‘(16%, 24%, 40%) Re-assuring letter ‘Click’” to view previous year performance of inv options
3:3PH16%, 24%, 40%) Benefit projection Information treatment

4:‘(16%, 24%, 40%) Goal tracker Annual statement

Prompt to consider change inv option and/or vol contributions

[Bateman, Eberhardt, Wu & Ellis, in progress]



Too much of a good thing — super engaged could be worse off

Online experimental survey, 1,278 accumulation members — experience market volatility

Simulated market returns Information treatments  Each period (yr) facilitate super-engagement

114 8% Show market headlines

2:‘(16%, 24%, 40%) Re-assuring letter ‘Click’” to view previous year performance of inv options
3:3PH16%, 24%, 40%) Benefit projection Information treatment

4:‘(16%, 24%, 40%) Goal tracker Annual statement

Prompt to consider change inv option and/or vol contributions

Portfolio in Year 4 Switching associated with:
CRTpAREaSoRElinmR Y oor = Previously engaged (choice) members
= (Click to view previous year performance
* |nformation treatment (engagement strategies)

704

60

50

40+
34%

%

Switching moderated by: financial literacy,
5% numeracy, risk tolerance

30

20

10

T T T
More defensive No change More risky
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[Bateman, Eberhardt, Wu & Ellis, in progress]



Financial decisions may by driven by ignorance of public support
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Concluding comments

Choice architecture can help simplify decisions — but must be carefully
designed

Financial product disclosure — likely not helpful
Retirement income projections - more promising
‘Just in time’ information — facilitate product understanding

Lack of awareness of complementary govt support = precautionary savings to
self-insure



Next steps

Much more work to do:

v’ Joint retirement income (superannuation), housing, aged care
decisions

v Cognitive decline

v’ Surrogate and shared decision making

v' The effectiveness of digital tools

Test prior to implementation



