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Longevity and Retirement Risk

“You can’t take it with you”

• People in major countries and regions are living longer than ever before

In 2023, Europe: 81.4 years (Eurostat, 2025); Australia: 83.2 years (AIHW, 2025); Japan: 84.1 years; South Korea: 82.7 

years (OECD, 2025); In 2024, China: 79 (NHCPRC,2025)

• Defined-contribution systems lack lifetime guarantees, and individuals face the risk of outliving their 

savings (longevity risk) 

• In Australia, the Age pension provides good longevity risk protection

• Life annuities provide guaranteed lifetime income but remain underused

“Alive, but the wallet’s dead”
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The Annuity Puzzle
• Economic research has demonstrated the welfare benefits of using annuity (e.g., Yaari, 1965;Davidoff et al., 2005; 

Mitchell et al., 1999; Brown, 2001; Dushi and Webb, 2004; Horneff et al.,2020; Iskhakov et al., 2015)

• In Australia, 4.9% of pension member accounts held an annuity in 2024 (APRA, 2025). In the United Kingdom, 8.9% of 
pension plans accessed for the first time in the first quarter of 2025 were taken as annuities (FCA, 2025). In the United 
States, approximately USD 4.9 billion worth of deferred income annuities were sold in 2024 (LIMRA, 2025).

• A life annuity is a subset of annuities. The low take-up of annuities indicates that the demand for life annuities is even 
lower

Annuity sales in Australia, by type (1998-2023) $billion, Source: Plan for Life 
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A New Insight to Explain the Puzzle 
• Key question: Why do people avoid annuitization?

“Consumption framing, reversible, death benefits, indexation, premium, personal characteristics, bequest 
preferences… …”    

• Longevity literacy (Yakoboski et al., 2023) reflects individuals’ understanding of how long they might live 
and the financial implications of longevity
o Understand how long they might live: e.g., awareness of average life expectancy; survival probabilities
o Understand the financial implications of living long: e.g., outlive savings

• Research question: Whether improving longevity literacy can increase interest in life annuities

• Potential mechanism:  
Longevity beliefs/understanding of financial implications → perceived value of annuity → annuity interest

• Therefore, information interventions can update beliefs and promote understanding and shift interest
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Annuity Interests
Unaware

57.4% Aware
43.6%

Aware,
not interested

8.3%
Aware 

and Interested
34.3%

Interested,
not capable

7.1%
Aware, Interested 

and Capable
27.2%

Already 
chosen

Choose 
now

Choose 
later

Choose 
never

*(Bateman et al., 2025)

• Around 2/3 (57.4%+8.3%) of a 
representative sample of Australians 
aged 50-75 are unaware or not 
interested in annuities

• Survey-based stated demand measures 
are prone to hypothetical bias (Sun and 
Morwitz, 2010; List and Gallet, 2001; 
Blumenschein et al., 2008)

• Interest measures are less affected by 
hypothetical bias and provide a clearer 
signal of true preference formation
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Experimental Design

• An online experiment with 1,589 Australian via PureProfile in 2025

• Participants aged 50 to 75 who currently hold or previously held a superannuation account

• We designed seven longevity-related treatments focused on improving longevity literacy

• Participants were randomly assigned participants to either a control group or one of 16 treatment groups, each 

of which received one or more of the treatments

• Participants were introduced to a hypothetical lifetime annuity product and asked to indicate their level of 

interest in it. 
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The Lifetime Annuity Product
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Interest Elicitation

Interested

Not Interested
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Longevity-related Treatments
1. Subjective life expectancy (SLE)

2. Subjective survival probabilities (SSP)

3. Objective life expectancy information (OLE)

4. Objective survival probability information (OSP)

5. Personalized life expectancy information (PLE)

6. Personalized survival probabilities (PSP)

7. Financial consequence information (FC)

Notes: Participants who received life expectancy information were then asked to indicate whether they believed they would live longer, shorter, or about 
the same as their original estimate. Those who received survival probability information were asked to update their own estimates by adjusting the 
positions of sliders corresponding to the probabilities of living to ages 85, 90, and 95.
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Experimental Group Assignment
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Longevity Beliefs

Female Male
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Difference in the life expectancy
 (Actuarial life expectancy – Subjective life expectancy)



Longevity Beliefs

Female Male
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Difference in the survival probability age 85
 (Actuarial survival probability – Subjective survival probability)



Belief Update: Life Expectancy
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Belief Update: Survival Probability
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What Affect Annuity Interests?

• All seven longevity-related treatments have no significant direct effect on annuity interest
• Demographics, product characteristic perceptions and retirement confidence matter

Selected factors
Estimated Effects on the Likelihood of 

Being Interested in the Product

Age -0.73 percentage points ***

Female -12.51 percentage points ***

No. Children -1.66 percentage points **

Perceived control over product +2.61 percentage points ***

Perceived risk of product -3.27 percentage points ***

Understanding of product features +3.85 percentage points ***

Worry about later-life income +3.53 percentage points ***

N=1,589; Adj.R2=0.1186

Significance: * <0.1; ** <0.05; *** <0.01
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Factors have no statistically 
significant effects (p>0.05):
• Education
• Marital status
• No. children
• Income
• Eligibility of Age Pension
• Financial stress
• Self-reported health
• Financial Literacy 
• Patience
• Risk attitude
• Bequest motives
• Retirement confidence
• Worry about outliving savings



Treatment Effects on Annuity Interest through Belief Update

Participants formed 
their longevity belief 

(SLE/SSP)

Annuity 
Interest 

Elicitation

Longevity 
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(OLE/OSP/PLE/PSP)

Participants 
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(Compliers)
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Treatment on Treated Effects

• Among participants who initially underestimated their life expectancy and subsequently revised it upward 
after receiving objective information, the likelihood of being interested in the lifetime annuity product 
increased by 38.59 percentage points (5% significance)
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Take Away Message

• Improving longevity literacy (OLE) can indirectly increase annuity appeal

• Experimental evidence linking longevity literacy and annuity interest

• Documents asymmetric belief updating in the longevity domain

• Provides new behavioral explanation for the annuity puzzle

• Policy: Promote longevity literacy education and tools

• Industry: Use peer-based framing in communication
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Q&A

Contact:
Hanlin Lou

Hanlin.lou@unsw.edu.au
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Appendix: SLE
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Appendix: SSP
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Appendix: OLE
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Appendix: OSP
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Appendix: PLE
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Appendix: PSP
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Appendix: FC
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