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Online Appendix B Other covariates

In Online Appendix B, we describe how we construct covariates that are not reported in the paper.1

B.1 Measures for utility parameters

The extent to which individuals are willing to purchase insurance against LTC risk is likely to depend

on their risk attitudes. Following Dohmen et al. (2011), we measure risk attitudes by asking participants

to rate their willingness to take risks (WTR) in the financial context2 on a scale from 0 to 10, where 0

indicates not willing to take any risks and 10 indicates fully prepared to take risks.3

We also include a variable Patience as a proxy for time preference. Using a similar question to

willingness to take risks, participants reported their level of patience on a scale from 0 to 10, with 0

indicating very impatient and 10 indicating very patient.

Recent studies show that the marginal utility of consumption might be health contingent. However,

it is not clear whether it is higher or lower in poor health states (Viscusi and Evans, 1990; Finkelstein

et al., 2009; Ameriks et al., 2015; Finkelstein et al., 2013). To control for this, we measure the utility of

consumption in bad health relative to that in good health using a survey question that is similar to the

risk attitude question. We describe two persons – person A who ‘prefers to spend as much as possible

in good health and as little as possible in bad health’ and person B who prefers the opposite. We asked

participants to assess whether they are generally like person A or person B, on a scale from 0 (being like

person A) to 10 (being like person B). This allows us to create the variable Utility in bad health as a

proxy for the level of marginal utility of consumption in LTC states relative to non-LTC states.

There is no consensus in the literature about how (non-strategic) bequest motives affect the demand

for LTCI. On the one hand, a traditional view is that bequest motives increase the demand for LTCI

for two reasons (Pauly, 1990). First, they reduce the attractiveness of spending down wealth to receive

means-tested publicly financed care. Second, LTCI reduces the exposure of the level of bequests to the

risk of expensive LTC costs. On the other hand, Lockwood (2014) shows that bequest motives decrease

1Section 3 of the paper describes the construction covariates relating to long-term care risk factors and substitutes for
long-term care insurance.

2In the survey, we also asked risk attitudes in general. The correlation between the two measures of risk attitudes is
0.787. Being a female, older, and poorer relates to a higher risk aversion under both measures. Following Dohmen et al.
(2011), we test the ability of both measures in predicting smoking and purchasing private health insurance using a horse
race. However, both measures are not significant in predicting smoking and purchasing private health insurance behavior.
We choose to use risk attitude in financial context as it relates more closely to our experimental tasks.

3Although the survey questions used to measure risk attitudes are not incentive compatible, earlier studies have shown
its behavioral validity in predicting economic decisions in many contexts such as holding stocks and smoking (Dohmen et al.,
2011).
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the demand for LTCI, because the existence of bequest motives reduces the opportunity costs of holding

precautionary savings to self-insure against LTC risk. To measure the strength of bequest motives, we

asked participants to rate the chance of leaving a $100,000 inheritance (Chance of $100K bequest) to

their children (i.e., excluding any inheritance to their spouses) on a scale from 0 (‘almost no chance’) to

10 (‘practically certain’).4

Demand for LTCI is influenced by its product design (Brown and Finkelstein, 2007; Ameriks et al.,

2018). Therefore, the demand for the LTC income product may also be influenced by an individual’s

preference over the type of LTCI. As the LTC income product is an income-indemnity policy, its demand

may be lower if an individual prefers an expense-reimbursement policy. To take this into account, we

elicited the preferences of participants over these two types of LTCI in Q9 while keeping the costs and

benefits of the policies the same. We construct a binary variable Prefer reimbursement coded as 1 if

expense-reimbursement is preferred by the participant and 0 otherwise.

B.2 Individual capability and knowledge about retirement financial products

Bateman et al. (2018) show that financial literacy, numeracy, and knowledge about retirement financial

products are important factors in explaining individuals’ choices of retirement benefits. Agnew et al.

(2008) find that individuals with high financial literacy are more likely to self-insure against longevity

risk in an annuity choice experiment. Our experimental survey uses the standard financial literacy

questions (Lusardi and Mitchell, 2009) and numeracy questions (Lipkus et al., 2001). Both measures

consist of three questions. We include them in our analysis by constructing the variables No. of mistakes

in FL and No. of mistakes in N, the number of mistakes in the financial literacy and numeracy questions,

respectively.

To measure knowledge about retirement financial products, we construct a continuous variable Earn-

ings from recall quiz to control for participants’ understanding of the three products introduced in the

survey. In addition, we measure knowledge of commercial financial products in general, as well as specific

knowledge of life annuities and LTCI. We create a self-reported variable General product knowledge as the

number of products the participant reported as having heard of out of ten real world financial products.

Another two variables, Knowledge of life annuity and Knowledge of LTCI, measure the proportion of

correct answers to two questions testing the detailed knowledge of commercial life annuity products and

LTCI policies respectively. Furthermore, we construct a binary variable No private health insurance for

4Following the HRS, we also asked the chance of leaving any and $10,000 inheritance in the survey. After an analysis on
these three measures, we use the $100,000 measure because the heterogeneity in the responses is larger.
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participants who had not purchased private health insurance. This is to control for the possibility that

people who have private health insurance have more knowledge about LTCI.

B.3 Retirement planning

We also include several variables for retirement planning, since people who have actually made financial

plans may be subject to the status quo effect (Kahneman et al., 1991), tending to stick with their real-

world plans in the experimental tasks. This may reduce the demand for the LTC income product (which

is not offered in the real world), while both the life annuity and the investment account are actual and

available product choices for retirement benefits.

We create a binary variable Intend to retire before 65 taking a value of 1 if it was the case for

the participant and as 0 otherwise. Another binary variable Financial planning for retirement is also

included, which is coded as 1 if the participant had given at least some thought about the financial

aspects of retirement and as 0 otherwise. A continuous variable Retirement spending change is also

created to measure the projected percentage change (or the experience of change for retired participants)

of consumption upon retirement.
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Online Appendix C Other determinants of demand for the LTC in-

come product

Analysis in Section 4 focuses on the influence of LTC risk factors and availability of informal care on

the demand for the LTC income product. In this section, we discuss the effects of other categories of

covariates. Online Appendix B describes how we construct these covariates. Table C1 in Online Appendix

C reports the effects of these variables on the demand for the LTC income product when the level of

survival-contingent income is fixed. Table C2 focuses the effects when participants are able to choose the

level of survival-contingent income.

Regarding measures of utility parameters, results in Table C1 show that willingness to take risk in

a financial context has an inverse-U shape effect on the demand for the LTC income product. This

inverse-U shape relationship is found for both the probability of purchasing and the purchased amount

of LTC-contingent income. Thus for people with low risk aversion, the less willing they are to take risk

the higher their demand for the LTC income product. For people with high risk aversion, the less willing

they are to take risk the lower the demand for the LTC income product. The turning point is around 5

on the scale from 0 to 10.

Theory predicts that lower willingness to take risk should lead to a higher demand for insurance,

ceteris paribus. However, Clarke (2016) shows theoretically that when insurance benefits are imperfectly

correlated with the purchaser’s net loss, demand for the insurance is low for very risk averse individuals.

This is due to basis risk, the insurance could both worsen the worst possible outcome (suffer a loss without

adequate benefits) and improve the best possible outcome (no loss but receive benefits). Giné and Yang

(2009) and Cole et al. (2013) find empirical evidence supporting this argument in the market for wealth

index insurance, where the insurance benefits depend on a wealth index rather than the actual losses of

the purchaser. This is similar to our case: as a flexible LTCI, benefits of the LTC income product depend

on the disability status of the insured, rather than the costs of LTC (thus an imperfect correlation).

However, when individuals are able to choose the amount of survival-contingent income (Table C2), we

find willingness to take risk does not explain the preferences for LTC-contingent income against survival-

contingent income. The likely reason for this is that the demand for the LTC income product is measured

relative to the demand for life annuities which is also affected by willingness to take risk. In this case,

the reasons for the inverse-U shape relationship do not hold.

We also find that utility in bad health does not affect the demand for the LTC income product.
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Moreover, we find that strength of bequest motives significantly reduces the probability of purchasing the

LTC income product and has a negative (but not significant) impact on the purchased amount of LTC-

contingent income. Note that despite statistical significance, the variable is not economically significant.

The estimated average partial effect of the bequest motive suggests that a one percentage point increase

in the chance of leaving a $100,000 bequest decreases the chance of purchasing LTCI by less than 0.1

percentage point. Consistent with Brown and Finkelstein (2007); Ameriks et al. (2018), we also find a

strong negative impact of preferring an expense-reimbursement LTCI on the demand for the LTC income

product, suggesting that demand for LTCI is influenced by its product design. This is not apparent in the

preferences for LTC-contingent income against survival-contingent income, because the negative impact

of preferring an expense-reimbursement LTCI also reduces the demand for life annuities (as they are also

an income product).

We observe that in general participants with better financial literacy, numeracy, and knowledge about

retirement financial products have a lower demand for the LTC income product. This implies that they are

more capable and likely to self-insure against LTC risk using the investment account, which is consistent

with the finding in Agnew et al. (2008). The most important factors are numeracy and recall quiz

earnings, which show a significant and negative impact on the demand for the LTC income product in

both Tables C1 and C2. These factors are also found to be the important factors in explaining individuals’

choices of retirement benefits in Bateman et al. (2018). Finally, we find retirement planning has little

impact on the demand for the LTC income product.
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Table C1: Determinants of demand for the LTC income product given income streams (full results)

The table reports the estimates of average partial effects for Equation (1) in columns (1), (2), and (3), and
for Equation (3) in columns (4), (5), and (6). The data for estimation is from Q1-Q4 in the survey. The
dependent variable for columns (1), (2), and (3) is a binary variable that equals 1 if a participant purchased
the LTC income product and 0 otherwise. The dependent variable for columns (4), (5), and (6) is the natural
logarithm of the amount of annual LTC-contingent income for those who purchased the LTC income product.
A selected part of results in this table is reported in the paper (See Table 7). An estimated coefficient of
+∞ indicates that the associated independent variables perfectly predicts the purchase of the LTC income
product. Robust standard errors (Huber-White) are shown in parentheses. Stars of σν indicate significance of
the random effects, which is derived from likelihood ratio test (for column (1) (2) (3)) and Breusch and Pagan
Lagrangian multiplier test (for column (4) (5) (6)). *, **, and *** indicate significance at 10, 5, and 1 percent
level, respectively.

Dependent variable: Purchase LTC income product Log (annual LTC-contingent income)

Sample Male Female Sample Male Female
(1) (2) (3) (4) (5) (6)

Objective measures of exposure to LTC risk
Female 0.001 -0.459***

(0.008) (0.077)
Age -0.000 0.001 0.000 -0.013 -0.018 -0.018

(0.001) (0.003) (0.002) (0.013) (0.018) (0.018)
Health state: base case = 1

2 -0.007 -0.067 0.028* 0.073 0.134 0.077
(0.018) (0.055) (0.016) (0.133) (0.163) (0.198)

3 0.001 -0.015 0.017 0.005 0.021 -0.040
(0.010) (0.023) (0.017) (0.095) (0.115) (0.158)

4 0.003 0.001 0.012 0.122 -0.040 0.434***
(0.011) (0.023) (0.023) (0.111) (0.155) (0.157)

Current smoker -0.006 0.003 -0.014 -0.297*** -0.206 -0.423**
(0.011) (0.025) (0.019) (0.105) (0.129) (0.170)

Received care -0.012 -0.063 0.021 0.142 -0.045 0.299
(0.023) (0.062) (0.019) (0.144) (0.201) (0.192)

Subjective indicators of exposure to LTC risk
Subjective life expectancy -0.001 -0.002* -0.000 0.004 0.009* -0.004

(0.000) (0.001) (0.001) (0.004) (0.005) (0.007)
Chance of needing homecare: base case = average

Lower than the average 0.007 -0.004 0.009 -0.032 0.003 -0.130
(0.011) (0.023) (0.022) (0.104) (0.131) (0.185)

Higher than the average -0.019 -0.109 0.015 -0.203 -0.121 -0.161
(0.037) (0.107) (0.030) (0.179) (0.224) (0.319)

Chance of needing residential care: base case = average
Lower than the average -0.025* -0.056** -0.015 -0.039 -0.207 0.176

(0.014) (0.027) (0.025) (0.101) (0.129) (0.177)
Higher than the average 0.015** +∞*** 0.026** 0.441*** 0.465** 0.097

(0.006) (n.a) (0.012) (0.169) (0.188) (0.339)
Awareness of LTC risk

Financial planning for LTC: base case = do not know needs and costs
Have set aside money but may need help 0.025** 0.058** 0.022 0.245*** 0.388*** 0.194

(0.010) (0.023) (0.015) (0.082) (0.113) (0.121)
Expect to rely on government 0.012 0.034 0.022 -0.026 0.102 -0.127

(0.016) (0.035) (0.026) (0.138) (0.163) (0.244)
Care provider -0.005 0.021 -0.021 -0.077 -0.108 -0.043

(0.009) (0.021) (0.016) (0.081) (0.107) (0.118)
Availability of informal care and home ownership

Source of some (low) care: base case = no informal care
Informal care only -0.002 -0.012 0.006 -0.202* -0.374** -0.004

(0.014) (0.035) (0.021) (0.116) (0.154) (0.173)
Informal care and other sources 0.006 0.037 -0.010 -0.246** -0.225 -0.181

(0.012) (0.027) (0.023) (0.115) (0.163) (0.168)
Source of extensive (high) care: base case = no informal care

Informal care only 0.016 0.052* -0.011 0.230** 0.208 0.366**
(0.011) (0.027) (0.029) (0.110) (0.141) (0.174)

Informal care and other sources 0.012 0.034 0.006 0.265*** 0.078 0.411***
(0.011) (0.028) (0.016) (0.099) (0.137) (0.144)

Non-partnered 0.009 0.043* 0.002 -0.034 -0.035 0.010
(0.010) (0.026) (0.017) (0.092) (0.133) (0.127)

Number of children 0.001 -0.001 0.003 0.030 -0.046 0.108***
(0.003) (0.007) (0.005) (0.025) (0.036) (0.034)

Non-homeowner -0.013 0.015 -0.049* -0.038 0.060 -0.215
(0.011) (0.024) (0.026) (0.103) (0.121) (0.169)

continued on next page
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Table C1 – continued

Dependent variable: Purchase LTC income product Log(annual LTC-contingent income)

Sample Male Female Sample Male Female
(1) (2) (3) (4) (5) (6)

Measures of utility parameters
Willingness to take risk (WTR) 0.017*** 0.013 0.026** 0.126** 0.056 0.164**

(0.006) (0.011) (0.011) (0.051) (0.072) (0.075)
WTR2 -0.002** -0.001 -0.003** -0.012** -0.005 -0.015*

(0.001) (0.001) (0.001) (0.006) (0.007) (0.008)
Patience 0.000 -0.001 0.001 -0.024 -0.021 -0.024

(0.002) (0.004) (0.003) (0.015) (0.019) (0.024)
Utility in bad health -0.001 0.001 -0.002 -0.002 0.018 -0.018

(0.002) (0.004) (0.003) (0.017) (0.022) (0.027)
Chance of $100K bequest -0.000** -0.000 -0.001** -0.001 0.001 -0.003**

(0.000) (0.000) (0.000) (0.001) (0.001) (0.001)
Prefer reimbursement -0.018** -0.021 -0.025* -0.275*** -0.350*** -0.209*

(0.008) (0.019) (0.014) (0.075) (0.100) (0.113)
Individual capability and knowledge about retirement financial products

No. of mistakes in Financial literacy 0.013** 0.016 0.026** 0.115*** 0.108* 0.105*
(0.006) (0.014) (0.012) (0.044) (0.062) (0.061)

No. of mistakes in Numeracy 0.011** 0.013 0.012 0.102*** 0.083 0.127**
(0.005) (0.010) (0.008) (0.037) (0.053) (0.053)

Earnings from recall quiz -0.011*** -0.023*** -0.007 -0.083*** -0.065* -0.107***
(0.004) (0.008) (0.005) (0.025) (0.035) (0.037)

General product knowledge 0.006* 0.013* 0.004 -0.007 0.005 -0.011
(0.003) (0.007) (0.006) (0.025) (0.028) (0.045)

Knowledge on life annuity -0.002 -0.007 -0.000 0.018 0.008 0.058
(0.003) (0.008) (0.006) (0.030) (0.041) (0.047)

Knowledge on LTCI -0.005* -0.016** -0.000 -0.022 -0.043 -0.024
(0.003) (0.006) (0.006) (0.027) (0.036) (0.041)

No private health insurance 0.004 0.000 0.007 0.035 0.037 -0.007
(0.009) (0.020) (0.015) (0.079) (0.103) (0.123)

Retirement planning
Intend to retire before 65 -0.000 0.000 -0.000 -0.001 0.000 -0.002

(0.000) (0.000) (0.000) (0.001) (0.001) (0.001)
Financial planning for retirement -0.008 -0.013 -0.015 -0.075 -0.058 -0.095

(0.011) (0.025) (0.019) (0.090) (0.118) (0.140)
Retirement spending change -0.000* -0.001** -0.000 0.003* 0.004** 0.001

(0.000) (0.000) (0.000) (0.002) (0.002) (0.002)
Demographics and other controls

Not born in Australia 0.003 0.007 -0.003 0.027 0.118 -0.056
(0.008) (0.020) (0.015) (0.083) (0.120) (0.118)

Bachelor degree or above -0.004 0.026 -0.030* -0.040 0.010 -0.091
(0.008) (0.021) (0.017) (0.081) (0.108) (0.123)

Work status: base case = full time
Part time 0.003 -0.006 0.012 -0.152 -0.062 -0.132

(0.010) (0.027) (0.018) (0.107) (0.146) (0.161)
Unemployed/not in labour force -0.003 -0.005 -0.003 -0.146 -0.131 -0.044

(0.010) (0.023) (0.020) (0.100) (0.128) (0.159)
Retired -0.003 -0.018 -0.012 -0.298** -0.010 -0.483***

(0.014) (0.038) (0.027) (0.128) (0.186) (0.179)
Household gross income 0.000 0.000 0.000 0.000 0.001 -0.001

(0.000) (0.000) (0.000) (0.001) (0.001) (0.001)
Wealth group: base case = 1

2 0.001 0.011 -0.012 1.120*** 1.113*** 1.125***
(0.011) (0.027) (0.023) (0.100) (0.136) (0.151)

3 0.015 0.035 0.014 1.807*** 1.737*** 1.846***
(0.011) (0.028) (0.018) (0.110) (0.151) (0.157)

4 -0.008 -0.009 -0.000 2.371*** 2.230*** 2.538***
(0.014) (0.035) (0.022) (0.123) (0.166) (0.179)

Level of Annuitization: base case = 0%
25% 0.001 -0.002 0.006 -0.127*** -0.081*** -0.175***

(0.004) (0.008) (0.007) (0.021) (0.030) (0.028)
50% -0.006 -0.011 -0.006 -0.426*** -0.359*** -0.497***

(0.004) (0.009) (0.008) (0.028) (0.041) (0.038)
75% -0.015*** -0.031*** -0.013 -1.003*** -0.860*** -1.150***

(0.005) (0.011) (0.008) (0.034) (0.047) (0.049)

N 4032 1932 1960 3443 1753 1690
Log likelihood -983.712 -494.137 -463.635
R2 (overall) 0.508 0.504 0.525
σν 2.675*** 2.612*** 2.462*** 1.057*** 1.018*** 1.086***
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Table C2: Determinants of the optimal mix of income streams (full results)

The table reports estimates of coefficients for Equation (4). The data for estimation is from Q6 in the survey.
The dependent variable is the ratio of annual LTC-contingent income over annual survival-contingent income.
A selected part of results in this table is reported in the paper (See Table 8). Robust standard errors (Huber-
White) are shown in parentheses. *, **, and *** indicate significance at 10, 5, and 1 percent level, respectively.

Dependent variable: LTC-contingent income / survival-contingent income

Sample Male Female
(1) (2) (3)

Objective measures of exposure to LTC risk
Female -1.392***

(0.432)
Age -0.086 -0.121 -0.037

(0.057) (0.100) (0.064)
Health state: base case = 1

2 0.091 0.042 0.461
(0.584) (0.999) (0.511)

3 -0.212 0.115 -0.377
(0.509) (0.738) (0.604)

4 0.701 0.564 0.819
(0.667) (1.082) (0.596)

Current smoker -0.505 -1.498** 0.359
(0.408) (0.631) (0.535)

Received care -0.449 -0.699 -0.283
(0.760) (1.141) (0.544)

Subjective indicators of exposure to LTC risk
Subjective life expectancy 0.007 0.029 -0.012

(0.018) (0.026) (0.027)
Chance of needing homecare: base case = average

Lower than the average 0.251 0.381 -0.299
(0.468) (0.748) (0.457)

Higher than the average -0.499 0.921 -1.946**
(0.676) (1.180) (0.908)

Chance of needing residential care: base case = average
Lower than the average -0.647 -1.374** 0.301

(0.413) (0.669) (0.395)
Higher than the average 2.264** 3.188** 0.507

(1.054) (1.529) (1.000)
Awareness of LTC risk

Financial planning for LTC: base case = do not know needs and costs
Have set aside money but may need help 0.387 0.552 0.433

(0.336) (0.594) (0.396)
Expect to rely on government -0.534 -0.533 -0.525

(0.369) (0.625) (0.493)
Care provider 0.277 -0.285 1.067**

(0.382) (0.615) (0.453)
Retirement planning

Intend to retire before 65 -0.002 -0.003 -0.003
(0.005) (0.009) (0.003)

Availability of informal care and home ownership
Source of some (low) care: base case = no family care

Informal care only -0.883* -0.397 -1.385***
(0.496) (0.912) (0.483)

Informal care and other sources -0.299 0.503 -1.099**
(0.571) (1.061) (0.474)

Source of extensive (high) care: base case = no family care
Informal care only 2.120*** 2.312** 1.841***

(0.595) (0.982) (0.711)
Informal care and other sources 0.607 -0.437 0.876*

(0.513) (0.959) (0.465)
Non-partnered 0.472 0.949 -0.043

(0.457) (0.809) (0.379)
Number of children 0.089 0.077 0.094

(0.118) (0.211) (0.126)
Non-homeowner 0.158 1.014 -0.699

(0.501) (0.860) (0.429)
Measures of utility parameters

Willingness to take risk (WTR) 0.110 0.205 0.246
(0.200) (0.325) (0.280)

WTR2 -0.013 -0.015 -0.030
(0.023) (0.036) (0.031)

Patience 0.076 0.207* -0.060
continued on next page
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Table C2 – continued

Dependent variable: LTC-contingent income / survival-contingent income

Sample Male Female
(1) (2) (3)

(0.065) (0.109) (0.060)
Utility in bad health 0.053 0.156 -0.053

(0.105) (0.174) (0.115)
Chance of $100K bequest -0.003 -0.004 -0.004

(0.005) (0.010) (0.004)
Prefer reimbursement -0.021 0.313 -0.270

(0.413) (0.693) (0.382)
Individual capability and knowledge about retirement financial products

No. of mistakes in Financial literacy 0.260 0.280 0.149
(0.254) (0.443) (0.290)

No. of mistakes in Numeracy 0.601*** 0.675** 0.525**
(0.203) (0.321) (0.223)

Earnings from recall quiz -0.344*** -0.648*** -0.088
(0.124) (0.218) (0.123)

General product knowledge 0.252 0.399* 0.016
(0.158) (0.221) (0.210)

Knowledge on life annuity -0.166 -0.269 -0.002
(0.162) (0.290) (0.155)

Knowledge on LTCI -0.139 -0.175 -0.135
(0.115) (0.162) (0.152)

No private health insurance 0.153 0.187 0.335
(0.403) (0.611) (0.459)

Retirement planning
Intend to retire before 65 -0.002 -0.003 -0.003

(0.005) (0.009) (0.003)
Financial planning for retirement -0.046 0.254 -0.297

(0.382) (0.653) (0.430)
Retirement spending change 0.007 0.005 0.006

(0.010) (0.015) (0.011)
Demographics and other controls

Not born in Australia 0.590 0.800 0.253
(0.524) (0.958) (0.414)

Bachelor degree or above 0.190 0.559 -0.280
(0.447) (0.837) (0.450)

Work status: base case = full time
Part time -0.701 -0.596 -0.672

(0.618) (1.008) (0.792)
Unemployed/not in labour force -0.896 -0.925 -0.943

(0.609) (0.905) (0.788)
Retired -1.132 -0.748 -1.633*

(0.692) (1.221) (0.854)
Household gross income 0.001 0.004 -0.003

(0.005) (0.009) (0.005)
Wealth group: base case = 1

2 1.240*** 1.402*** 0.611*
(0.271) (0.500) (0.345)

3 2.958*** 3.669*** 2.222***
(0.387) (0.718) (0.452)

4 5.474*** 6.950*** 3.891***
(0.737) (1.142) (0.838)

Constant 3.888 2.630 3.742
(3.407) (5.866) (4.070)

N 1008 518 490
R2 0.183 0.226 0.209
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Table C3: Regression of participants’ responses to the withdrawal of the LTC income product (full results)

The table reports estimates of coefficients for the Equations (5) and (6). The data for estimation is from Q7
in the survey. The sample includes participants who chose partial annuitization in the presence of the LTC
income product in Q7 in the survey. The dependent variables are the choices of participants with respect to
their level of annuitization when the LTC income product is no longer offered. Independent variables that are
significance at 5% level for at least one column are also reported in the paper (See Table 10). Robust standard
errors (Huber-White) are shown in parentheses. *, **, and *** indicate significance at 10, 5, and 1 percent
level, respectively.

Base outcome: No change on annuitization
Decrease by

25%
Increase by

25%

(1) (2)

Objective measures of exposure to LTC risk
Female -0.067 -0.171

(0.290) (0.321)
Age -0.041 0.004

(0.048) (0.054)
Health state: base case = 1

2 0.621 0.413
(0.513) (0.543)

3 -0.006 -0.034
(0.359) (0.402)

4 -1.072** 0.030
(0.478) (0.443)

Current smoker -0.556 -0.298
(0.398) (0.459)

Received care -0.420 -0.100
(0.644) (0.637)

Subjective indicators of exposure to LTC risk
Subjective life expectancy -0.014 -0.016

(0.016) (0.018)
Chance of needing homecare: base case = average

Lower than the average -0.454 -0.375
(0.405) (0.445)

Higher than the average 0.935 0.817
(0.821) (0.815)

Chance of needing residential care: base case = average
Lower than the average 1.074*** 0.687

(0.405) (0.442)
Higher than the average -0.590 0.523

(0.881) (0.849)
Awareness of LTC risk

Financial planning for LTC: base case = do not know needs and costs
Have set aside money but may need help -0.195 -0.683**

(0.284) (0.317)
Expect to rely on government -0.794 -0.023

(0.580) (0.642)
Care provider 0.052 0.597*

(0.303) (0.329)
Availability of informal care and home ownership

Source of some (low) care: base case = no informal care
Informal care only -0.628 -0.248

(0.453) (0.496)
Informal care and other sources -0.852* -0.931*

(0.446) (0.499)
Source of extensive (high) care: base case = no informal care

Informal care only 0.247 -0.174
(0.451) (0.515)

Informal care and other sources 0.274 0.298
(0.357) (0.410)

Non-partnered -0.156 0.355
(0.365) (0.403)

Number of children 0.123 0.100
(0.113) (0.128)

Non-homeowner 0.452 -0.134
(0.399) (0.486)

Measures of utility parameters
Willingness to take risk (WTR) 0.014 0.114*

(0.053) (0.060)
Patience 0.025 -0.069

(0.054) (0.060)
Utility in bad health 0.071 0.033

continued on next page
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Table C3 – continued

Base outcome: No change on annuitization
Decrease by

25%
Increase by

25%

(1) (2)

(0.063) (0.071)
Chance of $100K bequest 0.004 -0.000

(0.004) (0.004)
Prefer reimbursement 0.260 -0.547*

(0.270) (0.314)
Individual capability and knowledge about retirement financial products

No. of mistakes in Financial literacy -0.025 0.382*
(0.188) (0.206)

No. of mistakes in Numeracy 0.096 0.001
(0.134) (0.156)

Earnings from recall quiz 0.047 0.085
(0.090) (0.099)

General product knowledge 0.118 -0.131
(0.116) (0.116)

Knowledge on life annuity -0.154 0.070
(0.118) (0.129)

Knowledge on LTCI 0.042 0.168
(0.097) (0.107)

No private health insurance -0.547* -0.031
(0.306) (0.337)

Retirement planning
Intend to retire before 65 -0.002 0.002

(0.003) (0.004)
Financial planning for retirement 0.598 1.016**

(0.406) (0.516)
Retirement spending change -0.011* 0.004

(0.006) (0.007)
Demographics and other controls

Not born in Australia -0.083 -0.113
(0.311) (0.350)

Bachelor degree or above 0.060 -0.423
(0.290) (0.336)

Work status: base case = full time
Part time -0.566 -0.556

(0.390) (0.456)
Unemployed/not in labour force -0.033 0.129

(0.347) (0.390)
Retired 0.219 -0.082

(0.452) (0.549)
Household gross income 0.002 0.000

(0.003) (0.003)
Wealth group: base case = 1

2 -1.154*** 0.317
(0.435) (0.570)

3 -2.818*** -0.092
(0.486) (0.585)

4 -2.533*** -0.065
(0.474) (0.595)

Constant 1.582 -1.420
(3.066) (3.498)

N -389.964
Log likelihood 445.000
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