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“Longevity risk is broadly defined as the risk that an individual lives longer than expected, and hence outliving 

their financial resources.” (Zhou, 2020)

Longevity Risk

Tom and Gerrie have $1m retirement balance at 67, drawing $60k (real) every year, they could run out of money between 88 and 102. 

What a wide range of outcome? And how can people plan for it? 
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Lower Bound = 20% and Upper Bound = 80%

80% chance of survival by age 88

50% chance of survival by age 93

20% chance of survival by age 98

Longevity risk

*stochastic capital projection with 4,000 x 46 iid random yearly-effective returns simulated from normal distribution (expected return = 6.14%, standard deviation = 7.62%). 

 2.5% CPI used to inflate nominal drawdown pa and deflate figures to today’s dollars (as shown in chart). Survival probability based on longest living spouse in couples



How do members perceive longevity?

“What is longevity risk?” 

“That won’t be me”“My grandparents only lived until their 70s”

“I don’t believe I will live that long”

Most popular options chosen by members

What is more likely to happen with 

over 1 in 5 chance

Members perceive no longevity risk, but still significantly underspend!

“Please don’t let that be me!”



Is it because members do not want more income? 

Source: AMP Super Retirement Confidence Survey Sep 2025

About 80% of AMP Super members stated maximising income in retirement is 
one of their top two objectives



Despite wanting higher income, most avoid spending 
down capital! 

Which of the following best describes your 
spending choices in retirement?

Actively drawdown capital + earnings

17%

Avoid drawing capital (only earnings)

83%

Have you done any of the following to 
boost your retirement income?

75%

17% 17%

Reduce
expenses /

lifestyle

Sold down
assets

Sought financial
advice

Source: AMP Super Retirement Confidence Survey Sep 2025



Overestimation of what is required fuelled anxiety & 
undermined confidence  – “I won’t have enough”

Under $300k $300k to $500k $500k to $700k Over $700k

Majority 

responded 
over 

$1m

How much super do you think you will need to achieve it?How much income will you need 
in retirement?

Significant majority 

centred around

$50k to $75k

Source: AMP Super Retirement Confidence Survey Sep 2025



What projection calculators and digital tools show?

Couple both 

aged 67
Retired, homeowners, 

$100k outside of super

$540k combined super
*generating 6.33% pa

Projected Income (today’s dollars)

$75k income goal

*indexed by 2.5% CPI pa
$75k pa sustained 

until age 98*

Projected Capital (today’s dollars)

*1 in 5 survival probability



What members do in reality? 

Couple both 

aged 67
Retired, homeowners, 

$100k outside of super

$540k combined super
*generating 6.33% pa

Projected Income (today’s dollars)

Take statutory

Minimum from ABP
Income only 

exceeds $75k at 
age 80

Projected Capital (today’s dollars)

$60k in year 1



What is the problem?

Members do want to maximise 
income

Members don’t think they will live to 
advanced ages – no longevity risk

Members do not have the 
confidence to spend down savings

DO DON’T

Members do know roughly how 
much income they will need

Members don’t think they have 
enough retirement balance

Members do have the fear of 
running out



We need to change the framing!

Current “soft default”

Account-based pension only, 
drawdown at the legislated minimum

Future “soft default”

Combo of account-based pension and 
innovative retirement income streams 

(IRIS/lifetime)

Members do want to maximise income

Members do not have the confidence to spend down savings

Members do have the fear of running out, not the fear of living too long

Members do not want to run out of savings

Members do want to ensure there is money for unexpected event 

Members do want to leave some inheritance if they can



How Lifetime Solutions can reframe spending?

Traditional solutions
• Focus is often on preserving capital – fear of running out
• Topped up by investment earnings
• Retirees have limited confidence to draw down capital
• As a result, they do not enjoy the comfort they could 

otherwise afford

Lifetime solutions
• Allows much higher rates of income to be drawn
• Will never run out as account is topped up not only by investment 

earnings but also by mortality credit/living bonus
• Higher income while you are alive, in exchange for leaving behind 

some money when you die



What members can achieve using a combo of ABP 
and Lifetime?

Couple both 

aged 67
Retired, homeowners, 

$100k outside of super

$540k combined super
*generating 6.33% pa

Projected Income (today’s dollars)

Take statutory

Minimum from ABP
+ Lifetime

~$75k pa 

sustained for life

Projected Capital (today’s dollars)



How lifetime solutions have shifted members behaviour? 

Average

total income 

boost

+60%

Drawing > 

minimum 

from ABP

87%
(vs. 56% without 

Lifetime)

Uplift comes 

from:
1. Higher 

lifetime 
income rate

2. Higher 

confidence 
to drawdown 

more from 
ABP

Source: MyNorth lifetime member take-up and usage data 2025



Retirement is personal, the right combo depends on 
individual’s objectives

Average

allocation

50%
of total super

Source: MyNorth lifetime member take-up and usage data 2025



Reframing our thinking

➢Members want to maximise income

➢However, fear is a bigger driver of 
behaviour than ‘desire’

➢Members don’t fear “living too long”

➢Rather, they face a lot of uncertainty and 
individual responsibility for ensuring they 
don’t ‘run out of funds’

➢Underspending is the most obvious and 
implementable solution to ‘not run out of 
funds’

➢ Lifetime solutions can be an alternative 
solution, and its use is most powerful as a 
combo with ABP



Let's not take another 3-5 years to make 
this happen!

Current “soft default”

Account-based pension only, 
drawdown at the legislated minimum

Future “soft default”

Combo of account-based pension and 
innovative retirement income streams 

(IRIS/lifetime)

Members do want to maximise income

Members do not have the confidence to spend down savings

Members do have the fear of running out, not the fear of living too long

Members do not want to run out of savings

Members do want to ensure there is money for unexpected event 

Members do want to leave some inheritance if they can
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