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Retirement income streams review 
	Key points
· Consistent with the objective of the superannuation system to provide income in retirement, the minimum drawdown rules work well for account-based pensions and the current minimum drawdown rates are about right. 
· However, to ensure the minimum drawdown requirements continue to remain appropriate in future, they should be regularly reviewed by the Australian Government Actuary.

· The existing regulatory framework for retirement income stream products is, however, a barrier to the development of other annuity-style products that could help individuals better manage the risk of outliving their retirement savings.

· Existing barriers could be addressed through the introduction of an additional alternative set of rules that would require diminishing access to capital underpinning the product, either via commutation or death benefit. 
· The alternative product rules should be designed to accommodate purchase via multiple premiums, but additions to existing income stream products should continue to be prohibited. 
· A coordinated administrative process across various government agencies would assist product providers seeking to launch new products.


Background to the review

In its superannuation policy for the 2013 election, the Government stated that it would review both the minimum withdrawal amounts for account‑based pensions and the regulatory barriers currently restricting ‘the availability of relevant and appropriate income stream products in the Australian market’.
The then Acting Assistant Treasurer released a discussion paper, Review of retirement income stream regulation, for consultation on 21 July 2014. There were 47 submissions from individuals, industry associations, superannuation funds and professional services firms (see Attachment A). 
Treasury met with a range of industry stakeholders on a number of occasions to discuss issues raised by the discussion paper.

Treasury subsequently developed proposals to address issues raised during consultation for the Government’s consideration. These proposals were circulated in February 2015 to those stakeholders who had made a submission in response to the original discussion paper. Treasury received a further 22 submissions and conducted further consultation to refine the proposals. 
Further targeted consultation on the detailed design of the proposed approach was conducted in May and August 2015. A further 13 submissions were received.
Recommendations

The review makes the following recommendations.

	In regard to the existing minimum drawdown rules: 

1. The current annual minimum drawdown requirements are consistent with the objective of the superannuation system to provide income in retirement and should be maintained.
2. The Australian Government Actuary should be asked to undertake a review of the annual minimum drawdown rates every five years and advise the Government to ensure that they remain appropriate in light of any increases in life expectancy. 

3. Any other changes to the minimum drawdown amounts should only be considered in the event of significant economic shocks and based on further advice from the Australian Government Actuary. 

In regard to the development of other annuity-style retirement income stream products: 

4. An additional set of income stream rules should be developed which would allow lifetime products to qualify for the earnings tax exemption provided they meet a declining capital access schedule. 

5. The alternative product rules should be designed to accommodate purchase via multiple premiums but additions to existing income stream products should continue to be prohibited. 

6. Self-Managed Superannuation Funds (SMSFs) and small Australian Prudential Regulation Authority (APRA) funds should not be eligible to offer products in the new category. 

7. A coordinated process should be implemented to streamline administrative dealings with multiple government agencies.


Minimum drawdown requirement for account‑based pensions
Current drawdown requirements

The annual minimum drawdown requirement is the key regulatory requirement for account‑based pensions. It aims to ensure that account‑based pensions are used to provide income in retirement.
The annual minimum drawdown amount is determined by multiplying the value of the pension account balance at 1 July by an age‑based rate that increases from 4 per cent for those aged under 65 to 14 per cent for those aged 95 or more (see table below). 

	Age
	Minimum payment percentage

	Under 65
	4

	65‑74
	5

	75‑79
	6

	80‑84
	7

	85‑89
	9

	90‑94
	11

	95 or more
	14


These rates aim to ensure that funds are withdrawn from the tax‑free environment over time. Earnings on assets supporting superannuation pensions are tax free, as is the pension income for people aged 60 or over. 

In any year, a retiree can withdraw an amount higher than the minimum. There are no restrictions on the use of withdrawn amounts, that is, it may either be consumed or reinvested outside the superannuation system.
 

The previous Government halved the minimum payment rates for account‑based pensions for the 2008‑09, 2009‑10 and 2010‑11 financial years and reduced them by 25 per cent for 2011‑12 and 2012‑13, in recognition of the impact of the global financial crisis (GFC) on equity markets.

Lower drawdowns are of most benefit for those who are less reliant on the income from their pension, that is, those with large account balances or with investments outside of superannuation who may wish to provide significant bequests. For those with lower balances, drawing down at the minimum rate will provide little retirement income in absolute terms. For example, a 64 year old with an account balance of $150,000 who draws down at the minimum receives only $6,000 of annual income.

Issues considered by the review 

The review was prompted by increasing life expectancies, the impact of the current low interest rate environment on investment returns, and the changes made in response to the GFC. 

The review considered whether, in light of these factors, the current drawdown rates are still appropriate and whether concerns about ad hoc changes or retirees running out of money in retirement could be addressed through changes to the existing drawdown requirements. Options considered included measures to create flexibility around the drawdown requirements, as well as across‑the‑board changes to the rates.

Is the level of the current drawdown rates appropriate?
The Australian Government Actuary (AGA) provided Treasury with advice on the impact of the current minimum drawdown factors in light of increasing life expectancies. Treasury’s analysis also took into account the appropriateness of the current rates in the event of low long‑term real returns.

The current minimum drawdown factors are based on conservative assumptions about real interest rates, such that if investment earnings average 2 to 3 per cent more than inflation over the course of a person’s retirement, then the current rates ensure that retirement income can be broadly maintained in real terms over a fairly long retirement. 

While investment volatility is likely in the short term, for the purpose of minimum drawdown a long‑run view is appropriate. Historical experience suggests that an expectation of 2 to 3 per cent per annum in real earnings is realistic and, if anything, conservative. For example, analysis of the last 20 years (which includes the GFC) of investment return data suggests an average real return above the rate of inflation of 4.7 per cent per annum for balanced superannuation funds.

Other research suggests that retirees who have invested their superannuation in a diversified conservative investment option have experienced a median return of 8.9 per cent per annum over the last three years.

The AGA advised that, even on somewhat conservative assumptions about investment, the current minimum drawdown factors lead to an expected average balance on death of around 25 per cent of the purchase price in net present value terms. 

Given that the objective of the drawdown rates is to ensure that superannuation balances are used primarily to provide retirement income and that the amount of money left over on death is not inappropriately high, we have concluded that although life expectancies are increasing, there is not a strong case for reducing the minimum drawdown factors at this time. 

Stakeholders also generally thought the current minimum drawdown rates were appropriate although there were a few (conflicting) proposals for amendments. A common suggestion was to review the minimums regularly to ensure they continue to be appropriate.

	Box 1: Minimum drawdowns in practice 

Chart 1 (below) illustrates a drawdown scenario for male and female retirees commencing an account-based pension with a balance of $200,000 at age 60 and drawing down at the minimum payment amounts with investment returns of 6 per cent per annum. The chart shows the account balance at various ages and the income drawn down each year in both nominal and net present value (NPV) terms.

An account-based pension drawn down only at the minimum rates can be expected to last beyond average life expectancy, although the NPV of the annual income will generally gradually diminish. In the below example, the net present value of the account balance at life expectancy is around 25 per cent of the initial opening account balance. The net present value of income from the pension declines steadily over time, but ‘ratcheting‑up’ occurs when the regulated percentages increase, resulting in a somewhat variable income stream in nominal terms.
Chart 1: Drawdown profile for an account-based pension
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Note: The analysis assumes an average nominal investment return of 6 per cent. This is also the discount rate for net present value.




Is more flexibility in the drawdown requirements required?

The review considered several possible mechanisms that could introduce more flexibility to the minimum drawdown rates to address concerns around outliving retirement savings in the face of market shocks. These included:

· linking the minimum drawdowns to prevailing market conditions so that rates could change if a ‘shock’ occurred (‘automatic adjustment’);

· allowing individuals to draw down less than the prescribed minimum in a given year, provided they ‘caught up’ within a certain number of years. This would allow flexibility to cope with a ‘bad year’ (‘carry‑forward mechanism’); and

· introducing more age bands into the current schedule, with some adjustments to the percentages to help deliver a ‘smoother’ income stream. 

The discussion paper asked whether there should be an automatic mechanism for adjusting the drawdown rates in response to changing financial market conditions. Stakeholders generally thought there was little rationale for such a mechanism and that it would be complex to implement.

Subsequent consultation on the alternative options of introducing flexibility through a carry‑forward mechanism and more age bands into the schedule also received little support on this basis. Most stakeholders thought that these options would increase complexity and compliance costs for little additional benefit.

· A ‘carry‑forward mechanism’ would be complex for funds and the Australian Taxation Office (ATO) to administer and monitor. Each account could have a number of possible minimum drawdown requirements per year as opposed to one currently. It would increase the risk of breaches of the requirement, which can lead to the fund’s tax exemption being withdrawn for the year in which the breach occurred. It would also increase compliance costs for members and funds as there would be a need to track and monitor whether and by how much an account had triggered the carry forward requirement and ensuring the difference was made up in later years. 

· ‘Smoothing’ would entail one‑off compliance costs to make system changes and amend promotional material. The effect on the risk of non‑compliance is ambiguous. On the one hand, more frequent changes to the minimums could increase the risk of breaches; on the other hand, it may encourage closer engagement with superannuation on an annual basis. Nonetheless, because most of the volatility in the minimum income from an account‑based pension depends on variation in investment returns, it is unlikely that smoothing the minimum percentages would have a significant beneficial impact. 

Most stakeholders thought the current drawdown system works well and, in general, did not support the options listed above. Most stakeholders preferred discretionary intervention by government to reduce the minimums in unique or extraordinary circumstances.

· It appears that much of the concern with the previous Government’s approach related to the last‑minute nature of announcements. This created uncertainty for account‑based pension providers about whether or not, and when, to update their systems and inform their members of changes. 
· This suggests that when considering making any adjustments in future, it will be important to communicate decisions to the industry and members in a timely manner. Further, it would be desirable that any such adjustments be made on advice from the Australian Government Actuary. 
Findings

Based on our analysis and taking into account views provided during consultation and the advice of the AGA, the review made the following findings:

A:
The level of the current minimum drawdown rates is appropriate

Reductions in the drawdown rates are not supported on the basis that they would:

be contrary to the objective of ensuring that superannuation money is used for retirement income and transferred out of the concessionally taxed super system over time; 

apply to everyone, whether or not they were affected by low returns; and

further extend concessional tax treatment for those who do not rely on their superannuation pension for retirement income.

The advice of the AGA supports the appropriateness of the current minimum drawdown rates. 

B:
Additional flexibility in the drawdown requirements is not required

The current drawdown requirement for account‑based pensions is achieving its objectives. There is no strong case for introducing additional flexibility.

The minimum drawdown requirement is already flexible since it automatically reduces the minimum drawdown in line with falls in the value of the account balance. Furthermore, there is no requirement to spend the money drawn down and individuals are free to withdraw more than the minimum if they need to.

The review agrees with stakeholders that the proposals for change would introduce complexity and compliance cost for little material benefit.

C:
A regular review would help ensure the minimum drawdown requirements continue to remain appropriate in future

Many stakeholders have suggested the minimum drawdown rates should be reviewed regularly to ensure they remain appropriate, especially as life expectancy is projected to increase.

This is a reasonable proposal that would be consistent with broader calls to stabilise the manner in which potential superannuation changes are considered. The Australian Government Actuary would be well placed to provide this advice.
	Recommendations

8. The current annual minimum drawdown requirements are consistent with the objective of the superannuation system to provide income in retirement and should be maintained. 

9. The Australian Government Actuary should be asked to undertake a review of the annual minimum drawdown rates every five years and advise the Government to ensure that they remain appropriate in light of any increases in life expectancy. 

10. Any other changes to the minimum drawdown amounts should only be considered in the event of significant economic shocks and based on further advice from the Australian Government Actuary. 


Regulatory barriers to retirement income stream products
The existing regulatory framework 
To qualify for the tax exemption on the earnings derived from assets supporting a superannuation income stream (the earnings tax exemption), a superannuation income stream product must meet a set of standards contained in the Superannuation Industry (Supervision) Regulations 1994 (SIS Regulations), the ‘annuity and pension rules’.

The main part of the annuity and pension rules is basically the annual minimum drawdown requirements discussed previously. As discussed, the objective of these rules is to ensure that, in return for the earnings tax exemption, the superannuation savings are used up over time in order to:

· provide income over the course of a person’s retirement; and
· prevent large amounts of concessionally taxed superannuation savings being passed on as bequests. 
The current rules achieve this objective by requiring income to be regularly paid from products in such a way that the superannuation savings are used up over time. The rules require that products make a minimum annual payment and prohibit non‑account based products (that is, annuities) from paying an income that varies from year to year other than in line with CPI, average weekly earnings, or a constant percentage factor. 
While we are satisfied that the current rules are achieving the desired objective for account-based pensions, they do not allow access to the tax exemption for some types of product that could help individuals to better manage longevity risk. For example:

· products with longevity risk insurance features, such as deferred annuities, which do not pay income in every year; and 
· pooled products, such as group self-annuitisation products and collective defined contribution schemes, where income payments vary from year to year depending on investment and mortality experience. 

This has hindered the development of these products, as noted in the Financial System Inquiry (FSI) report. The ‘comprehensive income product for retirement’ (CIPR) that the FSI discusses would depend on these pooled annuity type products being developed.
 
Impediments to innovative income stream products
Submissions to the income streams review discussion paper argued that the current regulations are a barrier to innovation since many products which would provide greater longevity insurance than account‑based pensions do not currently qualify for the tax exemption. 

The key regulatory impediments to the development of these types of retirement income products are:

· the requirement to pay an amount of income each year. This prohibits products that defer income until a particular time; and

· the requirement for non‑account based products to provide payments that do not vary from year to year other than to increase in line with the same percentage factor, movements in consumer price index (CPI) or average wages. This can rule out products that involve risk sharing because that would usually involve payments that fluctuate in line with investment and mortality experience.

A principles‑based approach

Consideration was given to replacing the current rules with a more ‘principles‑based’ approach. Where a product was consistent with principles set out in legislation, it would qualify as a superannuation income stream and therefore for the earnings tax exemption.

The concept is appealing, but defining principles that could apply to the wide range of potential retirement income products would be difficult. For example, it is often suggested that a key principle is that an income stream should require an annual payment but also that this should not prevent a deferred income stream from being considered to be an income stream during the period of deferral.
While it is possible to identify the high‑level policy objectives underpinning the existing rules, it would be difficult for these alone to function as legislated principles. More detailed rules would inevitably be established, either by regulators or by the courts, and this could be more costly, time consuming and uncertain than setting out more detailed rules in legislation.
As such, this approach is not supported.
Proposed approach for removing impediments

As part of the consultation process, Treasury developed an approach which would allow the concessional tax treatment to be extended to products such as deferred annuities and products that pool risk, provided that the value of any capital that can be taken out of the product declines over time.
Under this approach, products with more flexible payment structures would be able to qualify for the earnings tax concession provided they complied with a diminishing capital access schedule. The schedule would be in addition to and operate as an alternative to the existing minimum payment rules. That is, product providers could choose to continue to provide products that meet the existing minimum drawdown rules or develop new products that comply with the proposed capital depletion schedule.
Proposed capital access schedule
The proposed capital access schedule would impose a maximum cap on the value of any lump sum that could be returned to the product holder if they withdrew from the product (a ‘commutation amount’). The maximum cap would be a percentage of the original purchase price and would decline in a straight line from purchase to life expectancy. 
In the case of death benefits, however, it is proposed that 100 per cent return of the original purchase price would be allowed for half of the life expectancy period. After that, the maximum death benefit would be the same as the maximum commutation value. 
There would be no restriction on the actual income stream from the product. The income stream may be deferred, it may be variable and it may go on beyond the point where the commutation value and death benefit have reduced to zero. 

The more generous treatment for death benefits compared to commutation is proposed to address stakeholder feedback that an immediate reduction in the value of a death benefit would be likely to severely impede uptake. Stakeholders advised that consumers are typically very reluctant to purchase a product they are ‘locked’ into, like an annuity, if there is a risk of ‘losing’ their investment on early death. 
It is important to note that the proposed capital access schedules are just maximums – the actual design of products may provide for commutation and death benefit schedules anywhere within these outer bounds. 

Details of the proposed capital access schedule are set out in Box 2 below.

The overarching objective of the schedule is to provide as much flexibility as possible for the design of products to meet consumer preferences, while protecting the policy objective that the primary purpose of products should be to provide income throughout retirement, rather than substantial returns of capital later in retirement or death benefits. Consistent with the goal of encouraging the development of products that help individuals better manage the risk of outliving their retirement savings, it is proposed that the alternative rules apply only to lifetime products. This would also assist in protecting the integrity of the proposed capital access schedule.
Compliance with the capital access schedule would permit products to make payments that fluctuate with mortality and investment experience. For example, an annuity could guarantee to pay at least $3,000 annually but with scope to increase payments if investment experience is favourable. It would also permit deferred annuities to qualify for the earnings tax concession during the deferral period when no payment is being made. 
Stakeholders have expressed support for the proposed capital access schedule.
Implementing the proposed approach would require amendment to the SIS Regulations to expand the existing definitions of pension and annuity to include products which comply with the proposed capital access schedule. Consequential amendments to the Income Tax legislation would also be required.
	Box 2: Proposed capital access schedule 

Under the proposed alternative income stream rules, products would qualify for the earnings tax exemption provided the maximum amount that could be returned to the product holder if they withdraw from the product at a later date declines in a straight line from commencement to life expectancy. 

In addition, products would be able to offer a death benefit of up to 100 per cent of the nominal purchase price for half of this period, with the maximum death benefit limited to the capital access schedule thereafter. 
For example, male life expectancy at age 65 is approximately 19 years. Under this proposal, a product sold to a 65 year old male could offer a declining commutation value such that the amount of the purchase price that could be returned on withdrawal would be zero by age 84, but a death benefit of 100 per cent could be offered for around 10 years (to age 75). Income payments would continue for life (see Chart 2).

In the case of deferred products, the schedule would commence at the same time as the product becomes eligible for the earnings tax exemption. For example, where an individual retires at age 65 and buys a deferred annuity that pays an income stream from age 80, the earnings tax exemption and the depreciation schedule would both commence from age 65, even though income payments would not commence until age 80. 
Chart 2: Application of the schedule for a product purchased by a
65 year old male
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Hybrid products

Where product providers develop ‘hybrid’ products that combine elements of both the current (account-based pension) rules and the proposed alternative (annuity-style product) rules, it would be necessary for providers to separately identify the two components with each separate component subject to the different rules. 
For example, where an individual paid amounts from an account‑based pension into a deferred income product, the amounts rolled over into the deferred product would not be counted towards the minimum drawdown rules but instead would count towards the value subject to the capital access schedule. Similarly, where income payments from a deferred income or pooled product are paid into a member’s account‑based pension, those amounts would be required to be withdrawn within a set period and those withdrawals would not count towards the minimum drawdown requirements.

Other issues raised during consultation

In addition to issues discussed above, stakeholders also raised the following issues during consultation.

Social security means test 
Stakeholders identified the social security means test treatment of retirement income stream products as key to the development of new products due to uncertainty in how they may be assessed. 

A number of stakeholders proposed that products that pay a deferred income stream should not be means tested until they start to pay an income or that only the amount available to be commuted on exit should be included in the means test. Currently, deferred annuities are assessed the same as other financial investments, including account based income streams. That is, the market value of a deferred annuity would be included for the asset test and the market value would also be used to calculate deemed income for the income test. 

Others emphasised the importance of ensuring that the treatment of different products is neutral under the social security means test and of clarifying the means test treatment of products that might be developed under the proposed new category.

The current social security means test rules were designed for standard annuity products that meet the current SIS Regulations. They do not accommodate products where the residual capital value varies over time. For new products to develop it will be important that their treatment under the social security means test is clarified and that the means test treatment of different products be:

· neutral — so that products are chosen on their merit rather than impact on the social security payments;

· equitable — so that income and assets are assessed in a way that ensures the horizontal and vertical equity of social security payments; and 

· resilient — able to apply to a range of products, including new products, without diminishing neutrality or equity. 
Administrative processes

Stakeholders supported a coordinated process to streamline the administrative arrangements for product providers. 

Currently, when launching a new product, providers approach a number of government agencies including: the ATO to ensure that their product will meet the Income Tax Act definition of a superannuation income stream and therefore be eligible for the earnings tax exemption; the Department of Social Services to confirm how the product will be assessed under the social security means test; APRA to discuss how the product will be managed within the provider’s business; and, the Australian Securities and Investment Commission to ensure they are comfortable from a licensing perspective.
The review supports a coordinated cross‑agency process to streamline dealings with various government agencies. Specifically, product providers seeking to launch new products could meet with all the relevant agencies in a single forum to explain details of the proposed product and clarify any issues raised for each of the separate agencies. Each agency could then progress their assessment of the proposed product, relying on existing information sharing arrangements to ensure ongoing discussions whilst the product is being considered. Affected agencies support this proposal.

Adding to an existing income stream 
A number of stakeholders supported allowing additions to an existing income stream product. Currently, to meet the definition of a pension or annuity the capital used to commence the pension or annuity cannot be added to by way of a contribution or rollover. 
The prohibition on adding to an existing pension is designed to protect the integrity of the drawdown requirements and facilitate the calculation of the tax‑free and taxable components of an income stream. Currently, the tax‑free and taxable components are determined at the commencement of the income stream, with all benefits paid from the income stream retaining the same component proportions. 

Allowing additions to the capital of the income stream via contribution or rollover would add considerable complexity, as each addition would require recalculation of the tax‑free and taxable components of the future benefits and of the minimum payment amounts to protect the integrity of the current rules. 
If drawdown amounts were not recalculated when additional amounts were contributed to an existing income stream product, an individual could circumvent the drawdown requirements through re‑contribution strategies and there could also be a cost to revenue. 
As such the review does not support allowing for additions to an existing income stream product. 
Purchase options 

A number of submissions suggested that an individual should be able to purchase a retirement income stream product by means of multiple premiums rather than a single lump sum. 
Multiple premiums, to the extent that they spread the period over which products are purchased, would reduce the point‑in‑time interest rate risk that can arise with a single lump sum purchase. Submissions argued that a number of behavioural biases deter retirees from investing in products that insure against the risk that they will outlive their retirement savings. One is the tendency of individuals to over‑value the potential lost consumption from a large single premium relative to the longevity risk being hedged away. Multiple premiums would help address any such bias. 

Under the current pension and annuity rules, purchasing an income stream product via multiple premium payments is possible provided the income stream has not commenced. Where an income stream has commenced, adding to the product is not permitted under the existing rules. 

Under the proposed alternative set of income stream rules, multiple rollovers from an existing superannuation product, such as an account‑ based pension, into another income stream product, such as a deferred annuity, would be permitted, provided that the new product had not commenced payment. Similarly, premium payments in accumulation would also be possible.
Should the proposed new rules be available to SMSFs and Small APRA Funds?
As SMSFs and small APRA funds do not have significant numbers of members, the advantages of pooling to provide greater longevity risk protection are not available. As such the review concluded that SMSFs and small APRA funds should not be eligible to offer products under the new rules. 

Members would though still be able to purchase such products from other providers. 

Findings 
A.
The existing regulatory framework for superannuation income streams is an impediment to the development of products that could provide better longevity risk management.
Restrictive payment structures imposed by the existing regulatory framework are hampering the development of products that could provide better longevity risk management than is provided by existing products. 
The existing impediments could be addressed through the introduction of an additional set of income stream product rules. Under the proposed rules, products such as deferred annuities and pooled products, which are excluded by the current regulatory framework, would be able to qualify for the earnings tax exemption. 
Under the proposed alternative rules, products would not have to meet the minimum drawdown requirements to qualify for the earnings tax exemption, but would have to comply with a diminishing capital access schedule. 
Effective operation of the products under the alternative rules will require a credible pool size and for income payments to be determined at arm’s length. Accordingly, it would not be appropriate for products under the new rules to be offered directly by either SMSFs or small APRA funds. 
B.
Allowing for the purchase of income stream products in tranches could facilitate take-up of longevity risk products.

Facilitating the purchase of income stream products via multiple premiums could help encourage take up of longevity risk products by helping to overcome behavioural biases. 
The ability to add to an existing income stream product would also be convenient for those who undertake further work in retirement. However, the additional complexity required to safeguard the integrity of the drawdown rules if additions were allowed is likely to outweigh the benefits. 

C.
For new products to develop it will be important that their treatment under the social security means test is clear
Product providers have noted the importance of the social security means test treatment to the development of new income stream products. There is a risk that the development of new products will be hindered unless the social security means test treatment of the types of products expected to develop under the proposed new category is made clear. 
D.
Streamlined government administrative processes would assist in the development of new income stream products
A coordinated administrative process across various government agencies would help reduce the administrative burden from having to deal with multiple agencies at different times and assist product providers seeking to launch new products.
	Recommendations

11. An additional set of income stream rules should be developed which would allow lifetime products to qualify for the earnings tax exemption provided they meet a declining capital access schedule.
12. The alternative product rules should be designed to accommodate purchase via multiple premiums but additions to existing income stream products should continue to be prohibited.

13. SMSFs and small APRA funds should not be eligible to offer products under the new rules. 

14. A coordinated process should be implemented to streamline administrative dealings with multiple government agencies. 


Attachment A: List of non-confidential submissions
Treasury received 47 submissions in response to the initial discussion paper, Review of retirement income stream regulation. Of these submissions, seven were confidential. Further submissions from a number of the following were also received in response to subsequent targeted consultation.
Academy of the Social Sciences of Australia (ASSA)

Actuaries Institute

AMP

Association of Independent Retirees Limited (AIR)
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The Australia Institute

Australian Institute of Superannuation Trustees (AIST)

AustralianSuper

James Bonham
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ExelSuper
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Mercer

National Seniors Australia

David Orford
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Alan Pierce

QSuper

Real Estate Institute of Australia

Bob Ruscoe

Maree Ryan

Campbell Simpson

Graham Slater

Luke Smith

SMSF Owners Alliance (SMSFOA)

TAL Dai‑ichi Life Australia Pty Limited
Taxpayers Australia

Chris Turner

UniSuper

Dr Alexis Wadsley
� 	Transition to retirement income streams are an exception as they have a maximum drawdown rule.


� 	Final Report of the Financial System Inquiry, page 117-120.
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		60		8000		8000		60

		61		8160		7698.1132075472		61

		62		8323.2		7407.6183695265		62

		63		8489.664		7128.0856008651		63

		64		8659.45728		6859.1012385683		64

		65		11040.808032		8250.3340369572		65

		66		11151.21611232		7861.1673371007		66

		67		11262.7282734432		7490.3575570488		67

		68		11375.3555561776		7137.0388043578		68

		69		11489.1091117394		6800.3860305674		69

		70		11604.0002028568		6479.6131045972		70

		71		11720.0402048854		6173.9709770219		71

		72		11837.2406069342		5882.7459309359		72

		73		11955.6130130036		5605.2579153258		73

		74		12075.1691431336		5340.8589570557		74

		75		14635.1050014779		6106.7179773127		75

		76		14635.1050014779		5761.054695578		76

		77		14635.1050014779		5434.9572599793		77

		78		14635.1050014779		5127.3181697918		78

		79		14635.1050014779		4837.0926130111		79

		80		17074.2891683909		5323.8440709242		80

		81		16903.546276707		4972.2694624669		81

		82		16734.5108139399		4643.9120451342		82

		83		16567.1657058005		4337.2386081914		83

		84		16401.4940487425		4050.8171906693		84

		85		20876.7588534708		4864.2562222188		85

		86		20250.4560878667		4451.2533354266		86

		87		19642.9424052307		4073.3167314753		87

		88		19053.6541330738		3727.4690844633		88

		89		18482.0445090816		3410.9858603107		89

		90		21911.4905457667		3815.0124873706		90

		91		20815.9160184784		3419.1149650963		91

		92		19775.1202175545		3064.3011479636		92

		93		18786.3642066767		2746.3076326089		93

		94		17847.0459963429		2461.3134443193		94

		95		21578.7010683055		2807.5016131601		95

		96		19852.4049828411		2436.6995133088		96

		97		18264.2125842138		2114.871275702		97

		98		16803.0755774767		1835.5486543828		98

		99		15458.8295312785		1593.1177000304		99

		100		14222.1231687763		1382.7059283283		100



Age

Income ($)

Female life expectancy in 2014

Male life expectancy in 2014

Balance (nominal)

Income (nominal)

Income (NPV)

Balance (NPV)

Account Balance ($)

200000

200000

204000

192452.830188679

208080

185190.459238163

212241.6

178202.140021629

216486.432

171477.530964209

220816.16064

165006.680739144

223024.3222464

157223.346742015

225254.565468864

149807.151140976

227507.111123553

142740.776087157

229782.182234788

136007.720611347

232080.004057136

129592.262091944

234400.804097707

123479.419540437

236744.812138684

117654.918618719

239112.260260071

112105.158306515

241503.382862672

106817.179141113

243918.416691299

101778.632955212

243918.416691299

96017.5782596337

243918.416691299

90582.6209996544

243918.416691299

85455.3028298626

243918.416691299

80618.2102168516

243918.416691299

76054.9152989166

241479.232524386

71032.4208923843

239064.440199142

66341.6006447741

236673.79579715

61960.5515455909

234307.057839179

57868.8170095613

231963.987260787

54047.2913579865

225005.067642964

49458.3703936291

218254.915613675

45259.0747941701

211707.268145264

41416.3231607028

205356.050100906

37899.8428923412

199195.368597879

34681.9317033689

189235.600167985

31082.863319057

179773.820159586

27857.2831633058

170785.129151607

24966.4330237175

162245.872694026

22375.5767665392

154133.579059325

20053.5829511437

141802.892734579

17404.9965236341

130458.661315813

15106.2233978711

120021.968410548

13111.0618170202

110420.210937704

11379.4121430742

101586.594062688

9876.4709166304



Percentage factors

		

						Age of Beneficiary		Percentage Factor

						Under 65		4

						65-74		5

						75-79		6

						80-84		7

						85-89		9

						90-94		11

						95 or more		14





Life expectancies

		

								Male LE		Fem LE

						2013		83.78		86.84

						2014		83.97		86.97



Source: John O'Leary email on 9 October 2013



Pre-2007 pension rules 

												???

						PREVIOUS RULES

						Age		Min PVF		PVF		Old allocated pension minimum		Payment		Returns

						55		21.1		4.74%		200,000.00		9,478.67		12,000.00

						56		20.8		4.81%		202,521.33		9,736.60		12,151.28

						57		20.4		4.90%		204,936.00		10,045.88		12,296.16

						58		20.1		4.98%		207,186.28		10,307.78		12,431.18

						59		19.7		5.08%		209,309.68		10,624.86		12,558.58

						60		19.3		5.18%		211,243.41		10,945.25		12,674.60

						61		18.9		5.29%		212,972.76		11,268.40		12,778.37

						62		18.5		5.41%		214,482.72		11,593.66		12,868.96

						63		18.1		5.52%		215,758.03		11,920.33		12,945.48

						64		17.7		5.65%		216,783.17		12,247.64		13,006.99

						65		17.3		5.78%		217,542.53		12,574.71		13,052.55

						66		16.8		5.95%		218,020.37		12,977.40		13,081.22

						67		16.4		6.10%		218,124.19		13,300.26		13,087.45

						68		16.0		6.25%		217,911.38		13,619.46		13,074.68

						69		15.5		6.45%		217,366.60		14,023.65		13,042.00

						70		15.1		6.62%		216,384.95		14,330.13		12,983.10

						71		14.6		6.85%		215,037.92		14,728.62		12,902.27

						72		14.2		7.04%		213,211.57		15,014.90		12,792.69

						73		13.7		7.30%		210,989.36		15,400.68		12,659.36

						74		13.3		7.52%		208,248.04		15,657.75		12,494.88

						75		12.8		7.81%		205,085.18		16,022.28		12,305.11

						76		12.3		8.13%		201,368.01		16,371.38		12,082.08

						77		11.9		8.40%		197,078.70		16,561.24		11,824.72

						78		11.4		8.77%		192,342.19		16,872.12		11,540.53

						79		10.9		9.17%		187,010.60		17,156.94		11,220.64

						80		10.5		9.52%		181,074.30		17,245.17		10,864.46

						81		10.0		10.00%		174,693.59		17,469.36		10,481.62

						82		9.6		10.42%		167,705.84		17,469.36		10,062.35

						83		9.1		10.99%		160,298.84		17,615.26		9,617.93

						84		8.7		11.49%		152,301.51		17,505.92		9,138.09

						85		8.3		12.05%		143,933.68		17,341.41		8,636.02

						86		7.9		12.66%		135,228.29		17,117.51		8,113.70

						87		7.5		13.33%		126,224.48		16,829.93		7,573.47

						88		7.2		13.89%		116,968.02		16,245.56		7,018.08

						89		6.9		14.49%		107,740.55		15,614.57		6,464.43

						90		6.6		15.15%		98,590.41		14,937.94		5,915.42

						91		6.3		15.87%		89,567.89		14,217.13		5,374.07

						92		6.0		16.67%		80,724.84		13,454.14		4,843.49

						93		5.8		17.24%		72,114.19		12,433.48		4,326.85

						94		5.5		18.18%		64,007.56		11,637.74		3,840.45

						95		5.3		18.87%		56,210.27		10,605.71		3,372.62

						96		5.1		19.61%		48,977.18		9,603.37		2,938.63

						97		4.9		20.41%		42,312.44		8,635.19		2,538.75

						98		4.7		21.28%		36,216.00		7,705.53		2,172.96

						99		4.5		22.22%		30,683.42		6,818.54		1,841.01

						100		4.4		22.73%		25,705.89		5,842.25		1,542.35





DD scenarios

		

						Assumed 4 per cent return														Assumed 5 per cent return														Assumed 6 per cent return

						Age		PVF		New account-based minimum		Payment		Returns						Age		PVF		New account-based minimum		Payment		Returns						Age		PVF		New account-based minimum		Payment		Returns

						60		4%		200,000.00		8,000.00		8,000.00						60		4%		200,000.00		8,000.00		10,000.00						60		4%		200,000.00		8,000.00		12,000.00

						61		4%		200,000.00		8,000.00		8,000.00						61		4%		202,000.00		8,080.00		10,100.00						61		4%		204,000.00		8,160.00		12,240.00

						62		4%		200,000.00		8,000.00		8,000.00						62		4%		204,020.00		8,160.80		10,201.00						62		4%		208,080.00		8,323.20		12,484.80

						63		4%		200,000.00		8,000.00		8,000.00						63		4%		206,060.20		8,242.41		10,303.01						63		4%		212,241.60		8,489.66		12,734.50

						64		4%		200,000.00		8,000.00		8,000.00						64		4%		208,120.80		8,324.83		10,406.04						64		4%		216,486.43		8,659.46		12,989.19

						65		5%		200,000.00		10,000.00		8,000.00						65		5%		210,202.01		10,510.10		10,510.10						65		5%		220,816.16		11,040.81		13,248.97

						66		5%		198,000.00		9,900.00		7,920.00						66		5%		210,202.01		10,510.10		10,510.10						66		5%		223,024.32		11,151.22		13,381.46

						67		5%		196,020.00		9,801.00		7,840.80						67		5%		210,202.01		10,510.10		10,510.10						67		5%		225,254.57		11,262.73		13,515.27

						68		5%		194,059.80		9,702.99		7,762.39						68		5%		210,202.01		10,510.10		10,510.10						68		5%		227,507.11		11,375.36		13,650.43

						69		5%		192,119.20		9,605.96		7,684.77						69		5%		210,202.01		10,510.10		10,510.10						69		5%		229,782.18		11,489.11		13,786.93

						70		5%		190,198.01		9,509.90		7,607.92						70		5%		210,202.01		10,510.10		10,510.10						70		5%		232,080.00		11,604.00		13,924.80

						71		5%		188,296.03		9,414.80		7,531.84						71		5%		210,202.01		10,510.10		10,510.10						71		5%		234,400.80		11,720.04		14,064.05

						72		5%		186,413.07		9,320.65		7,456.52						72		5%		210,202.01		10,510.10		10,510.10						72		5%		236,744.81		11,837.24		14,204.69

						73		5%		184,548.94		9,227.45		7,381.96						73		5%		210,202.01		10,510.10		10,510.10						73		5%		239,112.26		11,955.61		14,346.74

						74		5%		182,703.45		9,135.17		7,308.14						74		5%		210,202.01		10,510.10		10,510.10						74		5%		241,503.38		12,075.17		14,490.20

						75		6%		180,876.42		10,852.58		7,235.06						75		6%		210,202.01		12,612.12		10,510.10						75		6%		243,918.42		14,635.11		14,635.11

						76		6%		177,258.89		10,635.53		7,090.36						76		6%		208,099.99		12,486.00		10,405.00						76		6%		243,918.42		14,635.11		14,635.11

						77		6%		173,713.71		10,422.82		6,948.55						77		6%		206,018.99		12,361.14		10,300.95						77		6%		243,918.42		14,635.11		14,635.11

						78		6%		170,239.43		10,214.37		6,809.58						78		6%		203,958.80		12,237.53		10,197.94						78		6%		243,918.42		14,635.11		14,635.11

						79		6%		166,834.65		10,010.08		6,673.39						79		6%		201,919.21		12,115.15		10,095.96						79		6%		243,918.42		14,635.11		14,635.11

						80		7%		163,497.95		11,444.86		6,539.92						80		7%		199,900.02		13,993.00		9,995.00						80		7%		243,918.42		17,074.29		14,635.11

						81		7%		158,593.01		11,101.51		6,343.72						81		7%		195,902.02		13,713.14		9,795.10						81		7%		241,479.23		16,903.55		14,488.75

						82		7%		153,835.22		10,768.47		6,153.41						82		7%		191,983.98		13,438.88		9,599.20						82		7%		239,064.44		16,734.51		14,343.87

						83		7%		149,220.17		10,445.41		5,968.81						83		7%		188,144.30		13,170.10		9,407.21						83		7%		236,673.80		16,567.17		14,200.43

						84		7%		144,743.56		10,132.05		5,789.74						84		7%		184,381.41		12,906.70		9,219.07						84		7%		234,307.06		16,401.49		14,058.42

						85		9%		140,401.26		12,636.11		5,616.05						85		9%		180,693.79		16,262.44		9,034.69						85		9%		231,963.99		20,876.76		13,917.84

						86		9%		133,381.19		12,004.31		5,335.25						86		9%		173,466.03		15,611.94		8,673.30						86		9%		225,005.07		20,250.46		13,500.30

						87		9%		126,712.13		11,404.09		5,068.49						87		9%		166,527.39		14,987.47		8,326.37						87		9%		218,254.92		19,642.94		13,095.29

						88		9%		120,376.53		10,833.89		4,815.06						88		9%		159,866.30		14,387.97		7,993.31						88		9%		211,707.27		19,053.65		12,702.44

						89		9%		114,357.70		10,292.19		4,574.31						89		9%		153,471.65		13,812.45		7,673.58						89		9%		205,356.05		18,482.04		12,321.36

						90		11%		108,639.82		11,950.38		4,345.59						90		11%		147,332.78		16,206.61		7,366.64						90		11%		199,195.37		21,911.49		11,951.72

						91		11%		101,035.03		11,113.85		4,041.40						91		11%		138,492.81		15,234.21		6,924.64						91		11%		189,235.60		20,815.92		11,354.14

						92		11%		93,962.58		10,335.88		3,758.50						92		11%		130,183.24		14,320.16		6,509.16						92		11%		179,773.82		19,775.12		10,786.43

						93		11%		87,385.20		9,612.37		3,495.41						93		11%		122,372.25		13,460.95		6,118.61						93		11%		170,785.13		18,786.36		10,247.11

						94		11%		81,268.23		8,939.51		3,250.73						94		11%		115,029.91		12,653.29		5,751.50						94		11%		162,245.87		17,847.05		9,734.75

						95		14%		75,579.46		10,581.12		3,023.18						95		14%		108,128.12		15,137.94		5,406.41						95		14%		154,133.58		21,578.70		9,248.01

						96		14%		68,021.51		9,523.01		2,720.86						96		14%		98,396.59		13,775.52		4,919.83						96		14%		141,802.89		19,852.40		8,508.17

						97		14%		61,219.36		8,570.71		2,448.77						97		14%		89,540.90		12,535.73		4,477.04						97		14%		130,458.66		18,264.21		7,827.52

						98		14%		55,097.42		7,713.64		2,203.90						98		14%		81,482.21		11,407.51		4,074.11						98		14%		120,021.97		16,803.08		7,201.32

						99		14%		49,587.68		6,942.28		1,983.51						99		14%		74,148.82		10,380.83		3,707.44						99		14%		110,420.21		15,458.83		6,625.21

						100		14%		44,628.91		6,248.05		1,785.16						100		14%		67,475.42		9,446.56		3,373.77						100		14%		101,586.59		14,222.12		6,095.20



These tables illustrate different drawdown profiles for different rates of return



DD scenarios with shocks

		

						Reverts to 4 per cent return														Reverts to 5 per cent return														Reverts to 6 per cent return

						Age		PVF		New account-based minimum		Payment		Returns						Age		PVF		New account-based minimum		Payment		Returns						Age		PVF		New account-based minimum		Payment		Returns

						60		4%		200,000.00		8,000.00		-7,200.00						60		4%		200,000.00		8,000.00		-7,200.00						60		4%		200,000.00		8,000.00		-7,200.00

						61		4%		184,800.00		7,392.00		7,392.00						61		4%		184,800.00		7,392.00		9,240.00						61		4%		184,800.00		7,392.00		11,088.00

						62		4%		184,800.00		7,392.00		7,392.00						62		4%		186,648.00		7,465.92		9,332.40						62		4%		188,496.00		7,539.84		11,309.76

						63		4%		184,800.00		7,392.00		7,392.00						63		4%		188,514.48		7,540.58		9,425.72						63		4%		192,265.92		7,690.64		11,535.96

						64		4%		184,800.00		7,392.00		7,392.00						64		4%		190,399.62		7,615.98		9,519.98						64		4%		196,111.24		7,844.45		11,766.67

						65		5%		184,800.00		9,240.00		7,392.00						65		5%		192,303.62		9,615.18		9,615.18						65		5%		200,033.46		10,001.67		12,002.01

						66		5%		182,952.00		9,147.60		7,318.08						66		5%		192,303.62		9,615.18		9,615.18						66		5%		202,033.80		10,101.69		12,122.03

						67		5%		181,122.48		9,056.12		7,244.90						67		5%		192,303.62		9,615.18		9,615.18						67		5%		204,054.14		10,202.71		12,243.25

						68		5%		179,311.26		8,965.56		7,172.45						68		5%		192,303.62		9,615.18		9,615.18						68		5%		206,094.68		10,304.73		12,365.68

						69		5%		177,518.14		8,875.91		7,100.73						69		5%		192,303.62		9,615.18		9,615.18						69		5%		208,155.62		10,407.78		12,489.34

						70		5%		175,742.96		8,787.15		7,029.72						70		5%		192,303.62		9,615.18		9,615.18						70		5%		210,237.18		10,511.86		12,614.23

						71		5%		173,985.53		8,699.28		6,959.42						71		5%		192,303.62		9,615.18		9,615.18						71		5%		212,339.55		10,616.98		12,740.37

						72		5%		172,245.68		8,612.28		6,889.83						72		5%		192,303.62		9,615.18		9,615.18						72		5%		214,462.95		10,723.15		12,867.78

						73		5%		170,523.22		8,526.16		6,820.93						73		5%		192,303.62		9,615.18		9,615.18						73		5%		216,607.58		10,830.38		12,996.45

						74		5%		168,817.99		8,440.90		6,752.72						74		5%		192,303.62		9,615.18		9,615.18						74		5%		218,773.65		10,938.68		13,126.42

						75		6%		167,129.81		10,027.79		6,685.19						75		6%		192,303.62		11,538.22		9,615.18						75		6%		220,961.39		13,257.68		13,257.68

						76		6%		163,787.21		9,827.23		6,551.49						76		6%		190,380.58		11,422.84		9,519.03						76		6%		220,961.39		13,257.68		13,257.68

						77		6%		160,511.47		9,630.69		6,420.46						77		6%		188,476.78		11,308.61		9,423.84						77		6%		220,961.39		13,257.68		13,257.68

						78		6%		157,301.24		9,438.07		6,292.05						78		6%		186,592.01		11,195.52		9,329.60						78		6%		220,961.39		13,257.68		13,257.68

						79		6%		154,155.21		9,249.31		6,166.21						79		6%		184,726.09		11,083.57		9,236.30						79		6%		220,961.39		13,257.68		13,257.68

						80		7%		151,072.11		10,575.05		6,042.88						80		7%		182,878.83		12,801.52		9,143.94						80		7%		220,961.39		15,467.30		13,257.68

						81		7%		146,539.95		10,257.80		5,861.60						81		7%		179,221.25		12,545.49		8,961.06						81		7%		218,751.78		15,312.62		13,125.11

						82		7%		142,143.75		9,950.06		5,685.75						82		7%		175,636.83		12,294.58		8,781.84						82		7%		216,564.26		15,159.50		12,993.86

						83		7%		137,879.43		9,651.56		5,515.18						83		7%		172,124.09		12,048.69		8,606.20						83		7%		214,398.62		15,007.90		12,863.92

						84		7%		133,743.05		9,362.01		5,349.72						84		7%		168,681.61		11,807.71		8,434.08						84		7%		212,254.63		14,857.82		12,735.28

						85		9%		129,730.76		11,675.77		5,189.23						85		9%		165,307.98		14,877.72		8,265.40						85		9%		210,132.08		18,911.89		12,607.92

						86		9%		123,244.22		11,091.98		4,929.77						86		9%		158,695.66		14,282.61		7,934.78						86		9%		203,828.12		18,344.53		12,229.69

						87		9%		117,082.01		10,537.38		4,683.28						87		9%		152,347.83		13,711.30		7,617.39						87		9%		197,713.28		17,794.19		11,862.80

						88		9%		111,227.91		10,010.51		4,449.12						88		9%		146,253.92		13,162.85		7,312.70						88		9%		191,781.88		17,260.37		11,506.91

						89		9%		105,666.51		9,509.99		4,226.66						89		9%		140,403.76		12,636.34		7,020.19						89		9%		186,028.42		16,742.56		11,161.71

						90		11%		100,383.19		11,042.15		4,015.33						90		11%		134,787.61		14,826.64		6,739.38						90		11%		180,447.57		19,849.23		10,826.85

						91		11%		93,356.37		10,269.20		3,734.25						91		11%		126,700.36		13,937.04		6,335.02						91		11%		171,425.19		18,856.77		10,285.51

						92		11%		86,821.42		9,550.36		3,472.86						92		11%		119,098.33		13,100.82		5,954.92						92		11%		162,853.93		17,913.93		9,771.24

						93		11%		80,743.92		8,881.83		3,229.76						93		11%		111,952.43		12,314.77		5,597.62						93		11%		154,711.23		17,018.24		9,282.67

						94		11%		75,091.85		8,260.10		3,003.67						94		11%		105,235.29		11,575.88		5,261.76						94		11%		146,975.67		16,167.32		8,818.54

						95		14%		69,835.42		9,776.96		2,793.42						95		14%		98,921.17		13,848.96		4,946.06						95		14%		139,626.89		19,547.76		8,377.61

						96		14%		62,851.88		8,799.26		2,514.08						96		14%		90,018.27		12,602.56		4,500.91						96		14%		128,456.74		17,983.94		7,707.40

						97		14%		56,566.69		7,919.34		2,262.67						97		14%		81,916.62		11,468.33		4,095.83						97		14%		118,180.20		16,545.23		7,090.81

						98		14%		50,910.02		7,127.40		2,036.40						98		14%		74,544.13		10,436.18		3,727.21						98		14%		108,725.78		15,221.61		6,523.55

						99		14%		45,819.02		6,414.66		1,832.76						99		14%		67,835.15		9,496.92		3,391.76						99		14%		100,027.72		14,003.88		6,001.66

						100		14%		41,237.12		5,773.20		1,649.48						100		14%		61,729.99		8,642.20		3,086.50						100		14%		92,025.50		12,883.57		5,521.53

						Reverts to 4 per cent return														Reverts to 5 per cent return														Reverts to 6 per cent return

						Age		PVF		New account-based minimum		Payment		Returns						Age		PVF		New account-based minimum		Payment		Returns						Age		PVF		New account-based minimum		Payment		Returns

						60		4%		200,000.00		8,000.00		-44,800.00						60		4%		200,000.00		8,000.00		-44,800.00						60		4%		200,000.00		8,000.00		-44,800.00

						61		4%		147,200.00		5,888.00		5,888.00						61		4%		147,200.00		5,888.00		7,360.00						61		4%		147,200.00		5,888.00		8,832.00

						62		4%		147,200.00		5,888.00		5,888.00						62		4%		148,672.00		5,946.88		7,433.60						62		4%		150,144.00		6,005.76		9,008.64

						63		4%		147,200.00		5,888.00		5,888.00						63		4%		150,158.72		6,006.35		7,507.94						63		4%		153,146.88		6,125.88		9,188.81

						64		4%		147,200.00		5,888.00		5,888.00						64		4%		151,660.31		6,066.41		7,583.02						64		4%		156,209.82		6,248.39		9,372.59

						65		5%		147,200.00		7,360.00		5,888.00						65		5%		153,176.91		7,658.85		7,658.85						65		5%		159,334.01		7,966.70		9,560.04

						66		5%		145,728.00		7,286.40		5,829.12						66		5%		153,176.91		7,658.85		7,658.85						66		5%		160,927.35		8,046.37		9,655.64

						67		5%		144,270.72		7,213.54		5,770.83						67		5%		153,176.91		7,658.85		7,658.85						67		5%		162,536.63		8,126.83		9,752.20

						68		5%		142,828.01		7,141.40		5,713.12						68		5%		153,176.91		7,658.85		7,658.85						68		5%		164,161.99		8,208.10		9,849.72

						69		5%		141,399.73		7,069.99		5,655.99						69		5%		153,176.91		7,658.85		7,658.85						69		5%		165,803.61		8,290.18		9,948.22

						70		5%		139,985.74		6,999.29		5,599.43						70		5%		153,176.91		7,658.85		7,658.85						70		5%		167,461.65		8,373.08		10,047.70

						71		5%		138,585.88		6,929.29		5,543.44						71		5%		153,176.91		7,658.85		7,658.85						71		5%		169,136.27		8,456.81		10,148.18

						72		5%		137,200.02		6,860.00		5,488.00						72		5%		153,176.91		7,658.85		7,658.85						72		5%		170,827.63		8,541.38		10,249.66

						73		5%		135,828.02		6,791.40		5,433.12						73		5%		153,176.91		7,658.85		7,658.85						73		5%		172,535.91		8,626.80		10,352.15

						74		5%		134,469.74		6,723.49		5,378.79						74		5%		153,176.91		7,658.85		7,658.85						74		5%		174,261.26		8,713.06		10,455.68

						75		6%		133,125.04		7,987.50		5,325.00						75		6%		153,176.91		9,190.61		7,658.85						75		6%		176,003.88		10,560.23		10,560.23

						76		6%		130,462.54		7,827.75		5,218.50						76		6%		151,645.14		9,098.71		7,582.26						76		6%		176,003.88		10,560.23		10,560.23

						77		6%		127,853.29		7,671.20		5,114.13						77		6%		150,128.69		9,007.72		7,506.43						77		6%		176,003.88		10,560.23		10,560.23

						78		6%		125,296.22		7,517.77		5,011.85						78		6%		148,627.40		8,917.64		7,431.37						78		6%		176,003.88		10,560.23		10,560.23

						79		6%		122,790.30		7,367.42		4,911.61						79		6%		147,141.13		8,828.47		7,357.06						79		6%		176,003.88		10,560.23		10,560.23

						80		7%		120,334.49		8,423.41		4,813.38						80		7%		145,669.72		10,196.88		7,283.49						80		7%		176,003.88		12,320.27		10,560.23

						81		7%		116,724.46		8,170.71		4,668.98						81		7%		142,756.32		9,992.94		7,137.82						81		7%		174,243.84		12,197.07		10,454.63

						82		7%		113,222.72		7,925.59		4,528.91						82		7%		139,901.20		9,793.08		6,995.06						82		7%		172,501.40		12,075.10		10,350.08

						83		7%		109,826.04		7,687.82		4,393.04						83		7%		137,103.17		9,597.22		6,855.16						83		7%		170,776.39		11,954.35		10,246.58

						84		7%		106,531.26		7,457.19		4,261.25						84		7%		134,361.11		9,405.28		6,718.06						84		7%		169,068.62		11,834.80		10,144.12

						85		9%		103,335.32		9,300.18		4,133.41						85		9%		131,673.89		11,850.65		6,583.69						85		9%		167,377.94		15,064.01		10,042.68

						86		9%		98,168.56		8,835.17		3,926.74						86		9%		126,406.93		11,376.62		6,320.35						86		9%		162,356.60		14,612.09		9,741.40

						87		9%		93,260.13		8,393.41		3,730.41						87		9%		121,350.65		10,921.56		6,067.53						87		9%		157,485.90		14,173.73		9,449.15

						88		9%		88,597.12		7,973.74		3,543.88						88		9%		116,496.63		10,484.70		5,824.83						88		9%		152,761.32		13,748.52		9,165.68

						89		9%		84,167.27		7,575.05		3,366.69						89		9%		111,836.76		10,065.31		5,591.84						89		9%		148,178.48		13,336.06		8,890.71

						90		11%		79,958.90		8,795.48		3,198.36						90		11%		107,363.29		11,809.96		5,368.16						90		11%		143,733.13		15,810.64		8,623.99

						91		11%		74,361.78		8,179.80		2,974.47						91		11%		100,921.50		11,101.36		5,046.07						91		11%		136,546.47		15,020.11		8,192.79

						92		11%		69,156.46		7,607.21		2,766.26						92		11%		94,866.21		10,435.28		4,743.31						92		11%		129,719.15		14,269.11		7,783.15

						93		11%		64,315.50		7,074.71		2,572.62						93		11%		89,174.23		9,809.17		4,458.71						93		11%		123,233.19		13,555.65		7,393.99

						94		11%		59,813.42		6,579.48		2,392.54						94		11%		83,823.78		9,220.62		4,191.19						94		11%		117,071.53		12,877.87		7,024.29

						95		14%		55,626.48		7,787.71		2,225.06						95		14%		78,794.35		11,031.21		3,939.72						95		14%		111,217.96		15,570.51		6,673.08

						96		14%		50,063.83		7,008.94		2,002.55						96		14%		71,702.86		10,038.40		3,585.14						96		14%		102,320.52		14,324.87		6,139.23

						97		14%		45,057.45		6,308.04		1,802.30						97		14%		65,249.60		9,134.94		3,262.48						97		14%		94,134.88		13,178.88		5,648.09

						98		14%		40,551.70		5,677.24		1,622.07						98		14%		59,377.14		8,312.80		2,968.86						98		14%		86,604.09		12,124.57		5,196.25

						99		14%		36,496.53		5,109.51		1,459.86						99		14%		54,033.20		7,564.65		2,701.66						99		14%		79,675.76		11,154.61		4,780.55

						100		14%		32,846.88		4,598.56		1,313.88						100		14%		49,170.21		6,883.83		2,458.51						100		14%		73,301.70		10,262.24		4,398.10



Portfolio: 40 per cent equities/60 per cent other
Return: -15 per cent equities/4 per cent other, portfolio reverts to 4 per cent after first year
Drawndown at minimum rates i.e. no drawdown relief

Portfolio: 40 per cent equities/60 per cent other
Return: -15 per cent equities/4 per cent other, portfolio reverts to 5 per cent after first year
Drawndown at minimum rates i.e. no drawdown relief

Portfolio: 40 per cent equities/60 per cent other
Return: -15 per cent equities/4 per cent other, portfolio reverts to 6 per cent after first year
Drawndown at minimum rates i.e. no drawdown relief

Portfolio: 60 per cent equities/40 per cent other
Return: -40 per cent equities/4 per cent other, portfolio reverts to 5 per cent after first year
Drawndown at minimum rates i.e. no drawdown relief

Portfolio: 60 per cent equities/40 per cent other
Return: -40 per cent equities/4 per cent other, portfolio reverts to 4 per cent after first year
Drawndown at minimum rates i.e. no drawdown relief

Portfolio: 60 per cent equities/40 per cent other
Return: -40 per cent equities/4 per cent other, portfolio reverts to 6 per cent after first year
Drawndown at minimum rates i.e. no drawdown relief

These tables illustrate what might happen to an account balance when there is a negative investment shcok in the first year.  It assumes that part of the account balance is invested in equities (which experience the shock) and the rest of the account is invested in something that doesnt experience a shock but returns are still lower in the shock year (such as cash)
The person draws down at the minimum amount and there is no drawdown relief.
There are two sets of scenarios - one with 40 per cent invested in equities and a neg 15% shock, the other with 60% in equities with a neg 40% shock. The second scenario has been suggested by APRA
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				Assumed 6 per cent return (2.5% inflation + 3.5% real)

				Age		PVF		New account-based minimum		Payment (nominal)		Payment (real)		Returns		Bal (real)		Index						change in income from year to year

				60		4%		200,000.00		8,000.00		8,000.00		12,000.00		200000		1		2.50%

				61		4%		204,000.00		8,160.00		7,960.98		12,240.00		199024.390243902		1.025				-1		-0.488%

				62		4%		208,080.00		8,323.20		7,922.14		12,484.80		198053.539559786		1.050625						-0.488%

				63		4%		212,241.60		8,489.66		7,883.50		12,734.50		197087.424732665		1.076890625						-0.488%

				64		4%		216,486.43		8,659.46		7,845.04		12,989.19		196126.022660798		1.1038128906						-0.488%

				65		5%		220,816.16		11,040.81		9,758.47		13,248.97		195169.310355136		1.1314082129						24.390%

				66		5%		223,024.32		11,151.22		9,615.66		13,381.46		192313.174106036		1.1596934182						-1.463%

				67		5%		225,254.57		11,262.73		9,474.94		13,515.27		189498.834972777		1.1886857537						-1.463%

				68		5%		227,507.11		11,375.36		9,336.28		13,650.43		186725.681290249		1.2184028975						-1.463%

				69		5%		229,782.18		11,489.11		9,199.66		13,786.93		183993.110344538		1.2488629699						-1.463%

				70		5%		232,080.00		11,604.00		9,065.03		13,924.80		181300.528241935		1.2800845442						-1.463%

				71		5%		234,400.80		11,720.04		8,932.37		14,064.05		178647.349779858		1.3120866578						-1.463%

				72		5%		236,744.81		11,837.24		8,801.65		14,204.69		176032.998319665		1.3448888242						-1.463%

				73		5%		239,112.26		11,955.61		8,672.85		14,346.74		173456.905661328		1.3785110449						-1.463%

				74		5%		241,503.38		12,075.17		8,545.93		14,490.20		170918.511919943		1.412973821						-1.463%

				75		6%		243,918.42		14,635.11		10,105.04		14,635.11		168417.265404041		1.4482981665						18.244%

				76		6%		243,918.42		14,635.11		9,858.57		14,635.11		164309.527223455		1.4845056207						-2.439%

				77		6%		243,918.42		14,635.11		9,618.12		14,635.11		160301.97777898		1.5216182612						-2.439%

				78		6%		243,918.42		14,635.11		9,383.53		14,635.11		156392.173442908		1.5596587177						-2.439%

				79		6%		243,918.42		14,635.11		9,154.66		14,635.11		152577.730188203		1.5986501856						-2.439%

				80		7%		243,918.42		17,074.29		10,419.94		14,635.11		148856.322134832		1.6386164403						13.821%

				81		7%		241,479.23		16,903.55		10,064.14		14,488.75		143773.423330228		1.6795818513						-3.415%

				82		7%		239,064.44		16,734.51		9,720.49		14,343.87		138864.08692383		1.7215713976						-3.415%

				83		7%		236,673.80		16,567.17		9,388.57		14,200.43		134122.386394723		1.7646106825						-3.415%

				84		7%		234,307.06		16,401.49		9,067.98		14,058.42		129542.597591001		1.8087259496						-3.415%

				85		9%		231,963.99		20,876.76		11,260.73		13,917.84		125119.191819601		1.8539440983						24.181%

				86		9%		225,005.07		20,250.46		10,656.49		13,500.30		118405.479087818		1.9002927008						-5.366%

				87		9%		218,254.92		19,642.94		10,084.68		13,095.29		112052.014356276		1.9478000183						-5.366%

				88		9%		211,707.27		19,053.65		9,543.55		12,702.44		106039.467244476		1.9964950188						-5.366%

				89		9%		205,356.05		18,482.04		9,031.46		12,321.36		100349.544611846		2.0464073942						-5.366%

				90		11%		199,195.37		21,911.49		10,446.14		11,951.72		94964.934900966		2.0975675791						15.664%

				91		11%		189,235.60		20,815.92		9,681.79		11,354.14		88016.2811277246		2.1500067686						-7.317%

				92		11%		179,773.82		19,775.12		8,973.37		10,786.43		81576.0654354521		2.2037569378						-7.317%

				93		11%		170,785.13		18,786.36		8,316.78		10,247.11		75607.0850377361		2.2588508612						-7.317%

				94		11%		162,245.87		17,847.05		7,708.23		9,734.75		70074.8593032676		2.3153221327						-7.317%

				95		14%		154,133.58		21,578.70		9,092.64		9,248.01		64947.4305737602		2.3732051861						17.960%

				96		14%		141,802.89		19,852.40		8,161.20		8,508.17		58294.2791491311		2.4325353157						-10.244%

				97		14%		130,458.66		18,264.21		7,325.17		7,827.52		52322.6700655616		2.4933486986						-10.244%

				98		14%		120,021.97		16,803.08		6,574.79		7,201.32		46962.7867905528		2.5556824161						-10.244%

				99		14%		110,420.21		15,458.83		5,901.28		6,625.21		42151.9647290816		2.6195744765						-10.244%

				100		14%		101,586.59		14,222.12		5,296.75		6,095.20		37833.9585861025		2.6850638384						-10.244%
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				Assumed 6 per cent return (2.5% inflation + 3.5% real)

				Age		PVF		Balance (nominal)		Income (nominal)		Income (NPV)		Returns		Balance (NPV)		Index						change in income

				60		4%		200,000.00		8,000.00		8,000.00		12,000.00		200000		1		6.00%

				61		4%		204,000.00		8,160.00		7,698.11		12,240.00		192452.830188679		1.06				-1		-3.774%

				62		4%		208,080.00		8,323.20		7,407.62		12,484.80		185190.459238163		1.1236						-3.774%

				63		4%		212,241.60		8,489.66		7,128.09		12,734.50		178202.140021629		1.191016						-3.774%

				64		4%		216,486.43		8,659.46		6,859.10		12,989.19		171477.530964209		1.26247696						-3.774%

				65		5%		220,816.16		11,040.81		8,250.33		13,248.97		165006.680739144		1.3382255776						20.283%

				66		5%		223,024.32		11,151.22		7,861.17		13,381.46		157223.346742015		1.4185191123						-4.717%

				67		5%		225,254.57		11,262.73		7,490.36		13,515.27		149807.151140976		1.503630259						-4.717%

				68		5%		227,507.11		11,375.36		7,137.04		13,650.43		142740.776087157		1.5938480745						-4.717%

				69		5%		229,782.18		11,489.11		6,800.39		13,786.93		136007.720611347		1.689478959						-4.717%

				70		5%		232,080.00		11,604.00		6,479.61		13,924.80		129592.262091944		1.7908476965						-4.717%

				71		5%		234,400.80		11,720.04		6,173.97		14,064.05		123479.419540437		1.8982985583						-4.717%

				72		5%		236,744.81		11,837.24		5,882.75		14,204.69		117654.918618719		2.0121964718						-4.717%

				73		5%		239,112.26		11,955.61		5,605.26		14,346.74		112105.158306515		2.1329282601						-4.717%

				74		5%		241,503.38		12,075.17		5,340.86		14,490.20		106817.179141113		2.2609039558						-4.717%

				75		6%		243,918.42		14,635.11		6,106.72		14,635.11		101778.632955212		2.3965581931						14.340%

				76		6%		243,918.42		14,635.11		5,761.05		14,635.11		96017.5782596337		2.5403516847						-5.660%

				77		6%		243,918.42		14,635.11		5,434.96		14,635.11		90582.6209996544		2.6927727858						-5.660%

				78		6%		243,918.42		14,635.11		5,127.32		14,635.11		85455.3028298626		2.8543391529						-5.660%

				79		6%		243,918.42		14,635.11		4,837.09		14,635.11		80618.2102168516		3.0255995021						-5.660%

				80		7%		243,918.42		17,074.29		5,323.84		14,635.11		76054.9152989166		3.2071354722						10.063%

				81		7%		241,479.23		16,903.55		4,972.27		14,488.75		71032.4208923843		3.3995636005						-6.604%

				82		7%		239,064.44		16,734.51		4,643.91		14,343.87		66341.6006447741		3.6035374166						-6.604%

				83		7%		236,673.80		16,567.17		4,337.24		14,200.43		61960.5515455909		3.8197496616						-6.604%

				84		7%		234,307.06		16,401.49		4,050.82		14,058.42		57868.8170095613		4.0489346413						-6.604%

				85		9%		231,963.99		20,876.76		4,864.26		13,917.84		54047.2913579865		4.2918707197						20.081%

				86		9%		225,005.07		20,250.46		4,451.25		13,500.30		49458.3703936291		4.5493829629						-8.491%

				87		9%		218,254.92		19,642.94		4,073.32		13,095.29		45259.0747941701		4.8223459407						-8.491%

				88		9%		211,707.27		19,053.65		3,727.47		12,702.44		41416.3231607028		5.1116866971						-8.491%

				89		9%		205,356.05		18,482.04		3,410.99		12,321.36		37899.8428923412		5.418387899						-8.491%

				90		11%		199,195.37		21,911.49		3,815.01		11,951.72		34681.9317033689		5.7434911729						11.845%

				91		11%		189,235.60		20,815.92		3,419.11		11,354.14		31082.863319057		6.0881006433						-10.377%

				92		11%		179,773.82		19,775.12		3,064.30		10,786.43		27857.2831633058		6.4533866819						-10.377%

				93		11%		170,785.13		18,786.36		2,746.31		10,247.11		24966.4330237175		6.8405898828						-10.377%

				94		11%		162,245.87		17,847.05		2,461.31		9,734.75		22375.5767665392		7.2510252758						-10.377%

				95		14%		154,133.58		21,578.70		2,807.50		9,248.01		20053.5829511437		7.6860867923						14.065%

				96		14%		141,802.89		19,852.40		2,436.70		8,508.17		17404.9965236341		8.1472519999						-13.208%

				97		14%		130,458.66		18,264.21		2,114.87		7,827.52		15106.2233978711		8.6360871198						-13.208%

				98		14%		120,021.97		16,803.08		1,835.55		7,201.32		13111.0618170202		9.154252347						-13.208%

				99		14%		110,420.21		15,458.83		1,593.12		6,625.21		11379.4121430742		9.7035074879						-13.208%

				100		14%		101,586.59		14,222.12		1,382.71		6,095.20		9876.4709166304		10.2857179371						-13.208%
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Charts DD + shock + Y

		

						Reverts to 6 per cent return

						Age		PVF		New account-based minimum		Payment (nominal)		Payment (real)		Returns		Balance (real)		Index

						60		4%		200,000.00		8,000.00		8,000.00		-26,000.00		200000		1		0.025

						61		4%		166,000.00		6,640.00		6,478.05		9,960.00		161951.219512195		1.025

						62		4%		169,320.00		6,772.80		6,446.45		10,159.20		161161.213563355		1.050625

						63		4%		172,706.40		6,908.26		6,415.00		10,362.38		160375.061302071		1.076890625

						64		4%		176,160.53		7,046.42		6,383.71		10,569.63		159592.743929865		1.1038128906

						65		5%		179,683.74		8,984.19		7,940.71		10,781.02		158814.242739963		1.1314082129

						66		5%		181,480.58		9,074.03		7,824.51		10,888.83		156490.131870598		1.1596934182

						67		5%		183,295.38		9,164.77		7,710.00		10,997.72		154200.032379809		1.1886857537

						68		5%		185,128.34		9,256.42		7,597.17		11,107.70		151943.446540104		1.2184028975

						69		5%		186,979.62		9,348.98		7,485.99		11,218.78		149719.88390781		1.2488629699

						70		5%		188,849.42		9,442.47		7,376.44		11,330.96		147528.861216476		1.2800845442

						71		5%		190,737.91		9,536.90		7,268.50		11,444.27		145369.902271845		1.3120866578

						72		5%		192,645.29		9,632.26		7,162.13		11,558.72		143242.537848355		1.3448888242

						73		5%		194,571.74		9,728.59		7,057.32		11,674.30		141146.305587159		1.3785110449

						74		5%		196,517.46		9,825.87		6,954.04		11,791.05		139080.74989564		1.412973821

						75		6%		198,482.63		11,908.96		8,222.73		11,908.96		137045.421848386		1.4482981665

						76		6%		198,482.63		11,908.96		8,022.17		11,908.96		133702.850583792		1.4845056207

						77		6%		198,482.63		11,908.96		7,826.51		11,908.96		130441.805447602		1.5216182612

						78		6%		198,482.63		11,908.96		7,635.62		11,908.96		127260.29799766		1.5596587177

						79		6%		198,482.63		11,908.96		7,449.38		11,908.96		124156.3882904		1.5986501856

						80		7%		198,482.63		13,893.78		8,478.97		11,908.96		121128.183697951		1.6386164403

						81		7%		196,497.81		13,754.85		8,189.45		11,789.87		116992.099376558		1.6795818513

						82		7%		194,532.83		13,617.30		7,909.81		11,671.97		112997.247202724		1.7215713976

						83		7%		192,587.50		13,481.13		7,639.72		11,555.25		109138.804615314		1.7646106825

						84		7%		190,661.63		13,346.31		7,378.85		11,439.70		105412.113726011		1.8087259496

						85		9%		188,755.01		16,987.95		9,163.14		11,325.30		101812.675696342		1.8539440983

						86		9%		183,092.36		16,478.31		8,671.46		10,985.54		96349.5565126359		1.9002927008

						87		9%		177,599.59		15,983.96		8,206.16		10,655.98		91179.5803095188		1.9478000183

						88		9%		172,271.60		15,504.44		7,765.83		10,336.30		86287.0174636422		1.9964950188

						89		9%		167,103.45		15,039.31		7,349.13		10,026.21		81656.9823802273		2.0464073942

						90		11%		162,090.35		17,829.94		8,500.29		9,725.42		77275.3882037273		2.0975675791

						91		11%		153,985.83		16,938.44		7,878.32		9,239.15		71621.0915058936		2.1500067686

						92		11%		146,286.54		16,091.52		7,301.86		8,777.19		66380.5238347306		2.2037569378

						93		11%		138,972.21		15,286.94		6,767.58		8,338.33		61523.4123346284		2.2588508612

						94		11%		132,023.60		14,522.60		6,272.39		7,921.42		57021.6992369727		2.3153221327

						95		14%		125,422.42		17,559.14		7,398.91		7,525.35		52849.3797806088		2.3732051861

						96		14%		115,388.63		16,154.41		6,640.98		6,923.32		47435.5408762538		2.4325353157

						97		14%		106,157.54		14,862.06		5,960.68		6,369.45		42576.2903474668		2.4933486986

						98		14%		97,664.94		13,673.09		5,350.07		5,859.90		38214.8167021165		2.5556824161

						99		14%		89,851.74		12,579.24		4,802.02		5,391.10		34300.1281618997		2.6195744765

						100		14%		82,663.60		11,572.90		4,310.10		4,959.82		30786.4564965344		2.6850638384



Comparison of drawdown with and without investment shock in first year. 60% equities/40% other, neg 15%/4% in first year, 5% thereafter
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200000

200000

0

147200

202000

148672

204020

150158.72

206060.2

151660.3072

208120.802

153176.910272

210202.01002

153176.910272

210202.01002

153176.910272

210202.01002

153176.910272

210202.01002

153176.910272

210202.01002

153176.910272

210202.01002

153176.910272

210202.01002

153176.910272

210202.01002

153176.910272

210202.01002

153176.910272

210202.01002

153176.910272

210202.01002

151645.14116928

208099.9899198

150128.689757587

206018.990020602

148627.402860011

203958.800120396

147141.128831411

201919.212119192

145669.717543097

199900.019998

142756.323192235

195902.01959804

139901.19672839

191983.979206079

137103.172793823

188144.299621958

134361.109337946

184381.413629519

131673.887151187

180693.785356928

126406.93166514

173466.033942651

121350.654398534

166527.392584945

116496.628222593

159866.296881547

111836.763093689

153471.645006285

107363.292569942

147332.779206034

100921.495015745

138492.812453672

94866.2053148004

130183.243706452

89174.2329959123

122372.249084065

83823.7790161576

115029.914139021

78794.3522751881

108128.119290679

71702.8605704212

98396.5885545182

65249.6031190833

89540.8955846116

59377.1388383658

81482.2149819966

54033.1963429129

74148.8156336169

49170.2086720507

67475.4222265913

Comparison of drawdown with and without investment shock in first year. 40% equities/60% other, neg 40%/4% in first year, 5% thereafter



Charts DD + shock + Y

		60		8000

		61		7960.9756097561

		62		7922.1415823914

		63		7883.4969893066

		64		7845.0409064319

		65		9758.4655177568

		66		9615.6587053018

		67		9474.9417486389

		68		9336.2840645124

		69		9199.6555172269

		70		9065.0264120967

		71		8932.3674889929

		72		8801.6499159832

		73		8672.8452830664

		74		8545.9255959971

		75		10105.0359242425

		76		9858.5716334073

		77		9618.1186667388

		78		9383.5304065745

		79		9154.6638112922

		80		10419.9425494382

		81		10064.1396331159

		82		9720.4860846681

		83		9388.5670476306

		84		9067.9818313701

		85		11260.7272637641

		86		10656.4931179036

		87		10084.6812920649

		88		9543.5520520028

		89		9031.4590150661

		90		10446.1428391063

		91		9681.7909240497

		92		8973.3671978997

		93		8316.779354151

		94		7708.2345233594

		95		9092.6402803264

		96		8161.1990808784

		97		7325.1738091786

		98		6574.7901506774

		99		5901.2750620714

		100		5296.7542020543



Account balance (nominal)

Income (real)

Income with shock (real)

Account balance with shock (nominal)

Age

Value of account balance ($)

Income ($)

200000

204000

208080

212241.6

216486.432

220816.16064

223024.3222464

225254.565468864

227507.111123553

229782.182234788

232080.004057136

234400.804097707

236744.812138684

239112.260260071

241503.382862672

243918.416691299

243918.416691299

243918.416691299

243918.416691299

243918.416691299

243918.416691299

241479.232524386

239064.440199142

236673.79579715

234307.057839179

231963.987260787

225005.067642964

218254.915613675

211707.268145264

205356.050100906

199195.368597879

189235.600167985

179773.820159586

170785.129151607

162245.872694026

154133.579059325

141802.892734579

130458.661315813

120021.968410548

110420.210937704

101586.594062688



Chart1

		60		200000		200000		200000

		61		166000		161951.219512195		199024.390243902

		62		169320		161161.213563355		198053.539559786

		63		172706.4		160375.061302071		197087.424732665

		64		176160.528		159592.743929865		196126.022660798

		65		179683.73856		158814.242739963		195169.310355136

		66		181480.5759456		156490.131870598		192313.174106036

		67		183295.381705056		154200.032379809		189498.834972777

		68		185128.335522107		151943.446540104		186725.681290249

		69		186979.618877328		149719.88390781		183993.110344538

		70		188849.415066101		147528.861216476		181300.528241935

		71		190737.909216762		145369.902271845		178647.349779858

		72		192645.28830893		143242.537848355		176032.998319665

		73		194571.741192019		141146.305587159		173456.905661328

		74		196517.458603939		139080.74989564		170918.511919943

		75		198482.633189978		137045.421848386		168417.265404041

		76		198482.633189978		133702.850583792		164309.527223455

		77		198482.633189978		130441.805447602		160301.97777898

		78		198482.633189978		127260.29799766		156392.173442908

		79		198482.633189978		124156.3882904		152577.730188203

		80		198482.633189978		121128.183697951		148856.322134832

		81		196497.806858079		116992.099376558		143773.423330228

		82		194532.828789498		112997.247202724		138864.08692383

		83		192587.500501603		109138.804615314		134122.386394723

		84		190661.625496587		105412.113726011		129542.597591001

		85		188755.009241621		101812.675696342		125119.191819601

		86		183092.358964372		96349.5565126359		118405.479087818

		87		177599.588195441		91179.5803095188		112052.014356276

		88		172271.600549578		86287.0174636422		106039.467244476

		89		167103.452533091		81656.9823802273		100349.544611846

		90		162090.348957098		77275.3882037273		94964.934900966

		91		153985.831509243		71621.0915058936		88016.2811277246

		92		146286.539933781		66380.5238347306		81576.0654354521

		93		138972.212937092		61523.4123346284		75607.0850377361

		94		132023.602290237		57021.6992369727		70074.8593032676

		95		125422.422175725		52849.3797806088		64947.4305737602

		96		115388.628401667		47435.5408762538		58294.2791491311

		97		106157.538129534		42576.2903474668		52322.6700655616

		98		97664.9350791712		38214.8167021165		46962.7867905528

		99		89851.7402728375		34300.1281618997		42151.9647290816

		100		82663.6010510105		30786.4564965344		37833.9585861025



Portfolio: 50% equities/50% other
Returns: equities (-30%)/other 4% then reverts to 6 per cent after first year (2.5% inflation 3.5%real)

Account Balance

Account Balance with shock

Bal real

Acc bal real no 2

Age

Value of account balance ($)

Income ($)
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225254.565468864

227507.111123553

229782.182234788

232080.004057136

234400.804097707

236744.812138684

239112.260260071

241503.382862672

243918.416691299

243918.416691299

243918.416691299

243918.416691299

243918.416691299

243918.416691299

241479.232524386

239064.440199142

236673.79579715

234307.057839179

231963.987260787

225005.067642964

218254.915613675

211707.268145264

205356.050100906

199195.368597879

189235.600167985

179773.820159586

170785.129151607

162245.872694026

154133.579059325

141802.892734579

130458.661315813

120021.968410548

110420.210937704

101586.594062688



Chart2

		60		60		60		60		60		60

		61		61		61		61		61		61

		62		62		62		62		62		62

		63		63		63		63		63		63

		64		64		64		64		64		64

		65		65		65		65		65		65

		66		66		66		66		66		66

		67		67		67		67		67		67

		68		68		68		68		68		68

		69		69		69		69		69		69

		70		70		70		70		70		70

		71		71		71		71		71		71

		72		72		72		72		72		72

		73		73		73		73		73		73

		74		74		74		74		74		74

		75		75		75		75		75		75

		76		76		76		76		76		76

		77		77		77		77		77		77

		78		78		78		78		78		78

		79		79		79		79		79		79

		80		80		80		80		80		80

		81		81		81		81		81		81

		82		82		82		82		82		82

		83		83		83		83		83		83

		84		84		84		84		84		84

		85		85		85		85		85		85

		86		86		86		86		86		86

		87		87		87		87		87		87

		88		88		88		88		88		88

		89		89		89		89		89		89

		90		90		90		90		90		90

		91		91		91		91		91		91

		92		92		92		92		92		92

		93		93		93		93		93		93

		94		94		94		94		94		94

		95		95		95		95		95		95

		96		96		96		96		96		96

		97		97		97		97		97		97

		98		98		98		98		98		98

		99		99		99		99		99		99

		100		100		100		100		100		100



Account balance with shock

Account balance

Income (nominal)

Income (real)

Account balance with shock (real)

Account balance (real)

Value of account balance ($)

Income ($)

200000

200000

8000

8000

200000

200000

166000

204000

6640

6478.0487804878

161951.219512195

199024.390243902

169320

208080

6772.8

6446.4485425342

161161.213563355

198053.539559786

172706.4

212241.6

6908.256

6415.0024520828

160375.061302071

197087.424732665

176160.528

216486.432

7046.42112

6383.7097571946

159592.743929865

196126.022660798

179683.73856

220816.16064

8984.186928

7940.7121369982

158814.242739963

195169.310355136

181480.5759456

223024.3222464

9074.02879728

7824.5065935299

156490.131870598

192313.174106036

183295.381705056

225254.565468864

9164.7690852528

7710.0016189904

154200.032379809

189498.834972777

185128.335522107

227507.111123553

9256.4167761053

7597.1723270052

151943.446540104

186725.681290249

186979.618877328

229782.182234788

9348.9809438664

7485.9941953905

149719.88390781

183993.110344538

188849.415066101

232080.004057136

9442.470753305

7376.4430608238

147528.861216476

181300.528241935

190737.909216762

234400.804097707

9536.8954608381

7268.4951135923

145369.902271845

178647.349779858

192645.28830893

236744.812138684

9632.2644154465

7162.1268924177

143242.537848355

176032.998319665

194571.741192019

239112.260260071

9728.5870596009

7057.315279358

141146.305587159

173456.905661328

196517.458603939

241503.382862672

9825.872930197

6954.037494782

139080.74989564

170918.511919943

198482.633189978

243918.416691299

11908.9579913987

8222.7253109032

137045.421848386

168417.265404041

198482.633189978

243918.416691299

11908.9579913987

8022.1710350275

133702.850583792

164309.527223455

198482.633189978

243918.416691299

11908.9579913987

7826.5083268561

130441.805447602

160301.97777898

198482.633189978

243918.416691299

11908.9579913987

7635.6178798596

127260.29799766

156392.173442908

198482.633189978

243918.416691299

11908.9579913987

7449.383297424

124156.3882904

152577.730188203

198482.633189978

243918.416691299

13893.7843232985

8478.9728588566

121128.183697951

148856.322134832

196497.806858079

241479.232524386

13754.8464800655

8189.4469563591

116992.099376558

143773.423330228

194532.828789498

239064.440199142

13617.2980152649

7909.8073041907

112997.247202724

138864.08692383

192587.500501603

236673.79579715

13481.1250351122

7639.716323072

109138.804615314

134122.386394723

190661.625496587

234307.057839179

13346.3137847611

7378.8479608207

105412.113726011

129542.597591001

188755.009241621

231963.987260787

16987.9508317459

9163.1408126708

101812.675696342

125119.191819601

183092.358964372

225005.067642964

16478.3123067935

8671.4600861372

96349.5565126359

118405.479087818

177599.588195441

218254.915613675

15983.9629375897

8206.1622278567

91179.5803095188

112052.014356276

172271.600549578

211707.268145264

15504.444049462

7765.8315717278

86287.0174636422

106039.467244476

167103.452533091

205356.050100906

15039.3107279782

7349.1284142205

81656.9823802273

100349.544611846

162090.348957098

199195.368597879

17829.9383852808

8500.29270241

77275.3882037273

94964.934900966

153985.831509243

189235.600167985

16938.4414660167

7878.3200656483

71621.0915058936

88016.2811277246

146286.539933781

179773.820159586

16091.5193927159

7301.8576218204

66380.5238347306

81576.0654354521

138972.212937092

170785.129151607

15286.9434230801

6767.5753568091

61523.4123346284

75607.0850377361

132023.602290237

162245.872694026

14522.5962519261

6272.386916067

57021.6992369727

70074.8593032676

125422.422175725

154133.579059325

17559.1391046015

7398.9131692852

52849.3797806088

64947.4305737602

115388.628401667

141802.892734579

16154.4079762334

6640.9757226755

47435.5408762538

58294.2791491311

106157.538129534

130458.661315813

14862.0553381348

5960.6806486453

42576.2903474668

52322.6700655616

97664.9350791712

120021.968410548

13673.090911084

5350.0743382963

38214.8167021165

46962.7867905528

89851.7402728375

110420.210937704

12579.2436381973

4802.017942666

34300.1281618997

42151.9647290816

82663.6010510105

101586.594062688

11572.9041471415

4310.1039095148

30786.4564965344

37833.9585861025
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		96		96

		97		97

		98		98

		99		99

		100		100



Income (real)

Account balance (real)

Age

Value of account balance ($)

Income ($)

8000

200000

7960.9756097561

199024.390243902

7922.1415823914

198053.539559786

7883.4969893066

197087.424732665

7845.0409064319

196126.022660798

9758.4655177568

195169.310355136

9615.6587053018

192313.174106036

9474.9417486389

189498.834972777

9336.2840645124

186725.681290249

9199.6555172269

183993.110344538

9065.0264120967

181300.528241935

8932.3674889929

178647.349779858

8801.6499159832

176032.998319665

8672.8452830664

173456.905661328

8545.9255959971

170918.511919943

10105.0359242425

168417.265404041

9858.5716334073

164309.527223455

9618.1186667388

160301.97777898

9383.5304065745

156392.173442908

9154.6638112922

152577.730188203

10419.9425494382

148856.322134832

10064.1396331159

143773.423330228

9720.4860846681

138864.08692383

9388.5670476306

134122.386394723

9067.9818313701

129542.597591001

11260.7272637641

125119.191819601

10656.4931179036

118405.479087818

10084.6812920649

112052.014356276

9543.5520520028

106039.467244476

9031.4590150661

100349.544611846

10446.1428391063

94964.934900966

9681.7909240497

88016.2811277246

8973.3671978997

81576.0654354521

8316.779354151

75607.0850377361

7708.2345233594

70074.8593032676

9092.6402803264

64947.4305737602

8161.1990808784

58294.2791491311

7325.1738091786

52322.6700655616

6574.7901506774

46962.7867905528

5901.2750620714

42151.9647290816

5296.7542020543

37833.9585861025



Relief

		

										50%

								Assumed 6 per cent return (2.5% inflation + 3.5% real)

								Age		PVF		New account-based minimum		Payment (nominal)		Payment (real)		Returns		Bal (real)		Index

								60		2.0%		200,000.00		4,000.00		4,000.00		12,000.00		200000		1

								61		2.0%		208,000.00		4,160.00		0.02		12,480.00		1.0399948		200001

								62		2.0%		216,320.00		4,326.40		0.00		12,979.20		0.0000054079		40000400001

								63		2.0%		224,972.80		4,499.46		0.00		13,498.37		0		8.0001200006E+15

								64		2.0%		233,971.71		4,679.43		0.00		14,038.30		1.46229395390158E-16		1.60003200024E+21

								65		2.5%		243,330.58		6,083.26		0.00		14,599.83		7.6038905408355E-22		3.2000800008E+26

								66		2.5%		251,847.15		6,296.18		0.00		15,110.83		3.93499367991397E-27		6.40019200240002E+31

								67		2.5%		260,661.80		6,516.55		0.00		15,639.71		2.03634904761024E-32		1.28004480067201E+37

								68		2.5%		269,784.96		6,744.62		0.00		16,187.10		1.05380536311148E-37		2.56010240179202E+42

								69		2.5%		279,227.44		6,980.69		0.00		16,753.65		5.4534154870245E-43		5.12023040460805E+47

								70		2.5%		289,000.40		7,225.01		0.00		17,340.02		2.82212840389316E-48		1.02405120115202E+53

								71		2.5%		299,115.41		7,477.89		0.00		17,946.92		1.46044414679398E-53		2.04811264281604E+58

								72		2.5%		309,584.45		7,739.61		0.00		18,575.07		7.55776067085547E-59		4.09624576675851E+63

								73		2.5%		320,419.91		8,010.50		0.00		19,225.19		3.91112159155975E-64		8.19253249597469E+68

								74		2.5%		331,634.60		8,290.87		0.00		19,898.08		2.02399530365565E-69		1.63851469172743E+74

								75		3.0%		343,241.82		10,297.25		0.00		20,594.51		1.04741233258014E-74		3.27704576860179E+79

								76		3.0%		353,539.07		10,606.17		0.00		21,212.34		5.39414654205499E-80		6.55412430766126E+84

								77		3.0%		364,145.24		10,924.36		0.00		21,848.71		2.77797157930042E-85		1.31083141565656E+90

								78		3.0%		375,069.60		11,252.09		0.00		22,504.18		1.43064821009867E-90		2.62167593962727E+95

								79		3.0%		386,321.69		11,589.65		0.00		23,179.30		7.36780144300093E-96		5.24337809601395E+100

								80		3.5%		397,911.34		13,926.90		0.00		23,874.68		3.79439877115162E-101		1.04868086258089E+106

								81		3.5%		407,859.12		14,275.07		0.00		24,471.55		1.94461964711697E-106		2.0973722119704E+111

								82		3.5%		418,055.60		14,631.95		0.00		25,083.34		9.96612586084517E-112		4.19476539766291E+116

								83		3.5%		428,506.99		14,997.74		0.00		25,710.42		5.10761396561332E-117		8.3895727429798E+121

								84		3.5%		439,219.66		15,372.69		0.00		26,353.18		2.61763906918148E-122		1.6779229381687E+127

								85		4.5%		450,200.16		20,259.01		0.00		27,012.01		1.34153331528893E-127		3.35586265556679E+132

								86		4.5%		456,953.16		20,562.89		0.00		27,417.19		6.80824753385366E-133		6.71175886976013E+137

								87		4.5%		463,807.46		20,871.34		0.00		27,828.45		3.455168347589E-138		1.3423584857109E+143

								88		4.5%		470,764.57		21,184.41		0.00		28,245.87		1.75348916895557E-143		2.68473039500665E+148

								89		4.5%		477,826.04		21,502.17		0.00		28,669.56		8.89891303788433E-149		5.36948763731725E+153

								90		5.5%		484,993.43		26,674.64		0.00		29,099.61		4.51617578584737E-154		1.07390289695109E+159

								91		5.5%		487,418.39		26,808.01		0.00		29,245.10		2.26936698555338E-159		2.14781653293114E+164

								92		5.5%		489,855.49		26,942.05		0.00		29,391.33		1.14035120848453E-164		4.29565454402762E+169

								93		5.5%		492,304.76		27,076.76		0.00		29,538.29		5.7302361714539E-170		8.59135204460067E+174

								94		5.5%		494,766.29		27,212.15		0.00		29,685.98		2.87942927900919E-175		1.71827900027218E+180

								95		7.5%		497,240.12		37,293.01		0.00		29,834.41		1.44690597817223E-180		3.43657518333436E+185

								96		7.5%		489,781.52		36,733.61		0.00		29,386.89		7.12597631261665E-186		6.87318473242056E+190

								97		7.5%		482,434.79		36,182.61		0.00		28,946.09		3.50952578633477E-191		1.37464381966884E+196

								98		7.5%		475,198.27		35,639.87		0.00		28,511.90		1.72843280760584E-196		2.74930138577588E+201

								99		7.5%		468,070.30		35,105.27		0.00		28,084.22		8.51248901501367E-202		5.49863026456562E+206

								100		7.5%		461,049.24		34,578.69		0.00		27,662.95		4.19237987799484E-207		1.09973155154339E+212

								Assumed 6 per cent return (2.5% inflation + 3.5% real)

								Age		PVF		New account-based minimum		Payment (nominal)		Payment (real)		Returns		Bal (real)		Index

								60		3.00%		200,000.00		6,000.00		6,000.00		12,000.00		200000		1

								61		3.00%		206,000.00		6,180.00		0.03		12,360.00		1.02999485		200001

								62		3.00%		212,180.00		6,365.40		0.00		12,730.80		0.0000053044		40000400001

								63		3.00%		218,545.40		6,556.36		0.00		13,112.72		0		8.0001200006E+15

								64		3.00%		225,101.76		6,753.05		0.00		13,506.11		1.40685787513147E-16		1.60003200024E+21

								65		3.75%		231,854.81		8,694.56		0.00		13,911.29		7.24528183051791E-22		3.2000800008E+26

								66		3.75%		237,071.55		8,890.18		0.00		14,224.29		3.7041318151932E-27		6.40019200240002E+31

								67		3.75%		242,405.66		9,090.21		0.00		14,544.34		1.89372792187792E-32		1.28004480067201E+37

								68		3.75%		247,859.79		9,294.74		0.00		14,871.59		9.68163559242289E-38		2.56010240179202E+42

								69		3.75%		253,436.63		9,503.87		0.00		15,206.20		4.94971144806896E-43		5.12023040460805E+47

								70		3.75%		259,138.95		9,717.71		0.00		15,548.34		2.53052732518863E-48		1.02405120115202E+53

								71		3.75%		264,969.58		9,936.36		0.00		15,898.17		1.29372562637456E-53		2.04811264281604E+58

								72		3.75%		270,931.40		10,159.93		0.00		16,255.88		6.61413919414394E-59		4.09624576675851E+63

								73		3.75%		277,027.35		10,388.53		0.00		16,621.64		3.38146175569731E-64		8.19253249597469E+68

								74		3.75%		283,260.47		10,622.27		0.00		16,995.63		1.72876367878186E-69		1.63851469172743E+74

								75		4.50%		289,633.83		13,033.52		0.00		17,378.03		8.83826011647166E-75		3.27704576860179E+79

								76		4.50%		293,978.34		13,229.03		0.00		17,638.70		4.48539458213646E-80		6.55412430766126E+84

								77		4.50%		298,388.01		13,427.46		0.00		17,903.28		2.27632636880241E-85		1.31083141565656E+90

								78		4.50%		302,863.83		13,628.87		0.00		18,171.83		1.15522985601794E-90		2.62167593962727E+95

								79		4.50%		307,406.79		13,833.31		0.00		18,444.41		5.86276220548003E-96		5.24337809601395E+100

								80		5.25%		312,017.89		16,380.94		0.00		18,721.07		2.9753369425964E-101		1.04868086258089E+106

								81		5.25%		314,358.03		16,503.80		0.00		18,861.48		1.49881849074048E-106		2.0973722119704E+111

								82		5.25%		316,715.71		16,627.57		0.00		19,002.94		7.55026039580321E-112		4.19476539766291E+116

								83		5.25%		319,091.08		16,752.28		0.00		19,145.46		3.80342465726258E-117		8.3895727429798E+121

								84		5.25%		321,484.26		16,877.92		0.00		19,289.06		1.91596559126807E-122		1.6779229381687E+127

								85		6.75%		323,895.39		21,862.94		0.00		19,433.72		9.65162840787085E-128		3.35586265556679E+132

								86		6.75%		321,466.18		21,698.97		0.00		19,287.97		4.78959664942266E-133		6.71175886976013E+137

								87		6.75%		319,055.18		21,536.22		0.00		19,143.31		2.37682545314873E-138		1.3423584857109E+143

								88		6.75%		316,662.27		21,374.70		0.00		18,999.74		1.17949373365639E-143		2.68473039500665E+148

								89		6.75%		314,287.30		21,214.39		0.00		18,857.24		5.8532083872279E-149		5.36948763731725E+153

								90		8.25%		311,930.15		25,734.24		0.00		18,715.81		2.90464013896115E-154		1.07390289695109E+159

								91		8.25%		304,911.72		25,155.22		0.00		18,294.70		1.41963576973841E-159		2.14781653293114E+164

								92		8.25%		298,051.20		24,589.22		0.00		17,883.07		6.93843513242083E-165		4.29565454402762E+169

								93		8.25%		291,345.05		24,035.97		0.00		17,480.70		3.39114321525461E-170		8.59135204460067E+174

								94		8.25%		284,789.79		23,495.16		0.00		17,087.39		1.65741295939089E-175		1.71827900027218E+180

								95		10.50%		278,382.02		29,230.11		0.00		16,702.92		8.1005653361963E-181		3.43657518333436E+185

								96		10.50%		265,854.83		27,914.76		0.00		15,951.29		3.86800060803069E-186		6.87318473242056E+190

								97		10.50%		253,891.36		26,658.59		0.00		15,233.48		1.84696105552938E-191		1.37464381966884E+196

								98		10.50%		242,466.25		25,458.96		0.00		14,547.97		8.81919494417806E-197		2.74930138577588E+201

								99		10.50%		231,555.27		24,313.30		0.00		13,893.32		4.21114453012237E-202		5.49863026456562E+206

								100		10.50%		221,135.28		23,219.20		0.00		13,268.12		2.01081145907614E-207		1.09973155154339E+212
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