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Preparer and confidentiality: The information in this presentation has been prepared by Macquarie Life Limited ACN 003 963 773 AFSL 237497
(Macquarie) for the sole purpose of providing general background information on longevity risk only. It is provided on a confidential basis to licensed
researchers only and may not be reproduced in whole or in part, nor may any of its contents be disclosed to any other person, without Macquarie’s prior
written consent. This presentation is current as at 18 November 2009.

No offer: The information in this presentation does not and shall not in any way constitute an offer. No part of the information is to be construed as
solicitation or recommendation to make a financial investment. In no circumstances is this information to be used by, or presented to, a person for the
purposes of making a decision about a financial product or class of products. Nothing in this presentation constitutes a commitment on the part of the
Macquarie Group to provide, or arrange for any facility, issue any product, nor to make any investment, or to subscribe for securities, or otherwise
impose any obligation on the Macquarie Group, in relation to the information in this presentation.

No advice: Nothing in this presentation constitutes investment, legal, tax, accounting or other advice.

No responsibility: The material in this presentation has been prepared in good faith with all reasonable care. However, certain parts of this material is
obtained or is based on information obtained from third parties which may not have been checked or verified. The information may also be based on
assumptions or market conditions and may change without notice. Macquarie is under no obligation to update or correct this presentation. Except to the
extent permitted by law, and only to the extent so required, the Macquarie Group makes no warranty in relation to, and accepts no responsibility or
liability for any loss or damage suffered by any person arising out of or in relation to the material. To the maximum extent permitted by law, no member of
the Macquarie Group accepts any liability (including, without limitation, any liability arising from fault or negligence on the part of any of them) for any loss
whatsoever arising from the use of this presentation or its contents or otherwise arising in connection with it.

Case study and strategies: The case study and any examples or strategies contained in this presentation, including any assumptions or figures, are
purely hypothetical and are not actual or potential returns, estimates, projections or forecasts for investments in any proposed product. Any strategy
discussed represents our analysis only and are based on certain assumptions, including those set out in the presentation. The case study, examples or
strategies are based on assumptions which may have a material affect on returns. The actual performance of investments will depend on future
economic conditions, investment management and future taxation.

Not deposits with Macquarie Bank: Other than Macquarie Bank Limited ABN 46 008 583 542 (MBL), any Macquarie Group entity or Macquarie managed
fund noted on this presentation is not an authorised deposit-taking institution for the purposes of the Banking Act 1959 (Commonwealth of Australia).
That entity's obligations do not represent deposits or other liabilities of MBL. MBL does not guarantee or otherwise provide assurance in respect of the
obligations of that entity, unless noted otherwise.

© Macquarie Group
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Longevity Risk

Why the big deal?



Why the big deal... @
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... because its complex... ... and important!

> The risk of “running out” is impossible to > 1.9 million baby boomers... 124
manage using account-based thousand retiring each year for the next
investment products alone 15 years

> Extremely long time-frames must be > Many are “borderline” self-sufficient so
taken into account there is a high “marginal utility” for

> Customer’s behavioural biases and getting retirement incomes right

other “real world” issues need to be
understood and accounted for
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Key Insights

Global best practice thinking on the issues behind
longevity risk and retirement income strategies



Key issues behind longevity risk @
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New thinking - what’s required for retirement income products & strategies

Measuring > Life doesn’t end at life expectancy!
longevity risk

What retirees > The importance of flexibility — retirees
want & need understand it better than actuaries!

Sequence of > In retirement incomes is not just what you get,
returns its also how you get there!

Robust long term > Simple is good but not an excuse for dumb!
strategies




Longevity risk is routinely underestimated @
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What’s the right planning timeframe?

Retirement “Life
Age Expectancy”
\Z \Z
l I
65 83

The Australian Government
Actuary publishes life
expectancy stats based on
mortality rates at each age
at today'’s rates
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What’s the right planning timeframe?

Retirement “Period Life “Cohort Life
Age Expectancy” Expectancy”
\Z \Z %
l I I
65 83 87

...but mortality rates are
improving quickly. This
calculation reflects the speed
but not the acceleration of
Improvement.
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What’s the right planning timeframe?

Retirement “Period Life “Cohort Life  “Select Life
Age Expectancy” Expectancy” Expectancy”

\Z \Z \Z %

I I I

65 83 87 91

Account Based Pension clients
who express any interest in
longevity issues are automatically
a “select” population — Australian
research shows they are likely to
have mortality 50-60% lower
than the Australian average!




Longevity risk is routinely underestimated
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What’s the right planning timeframe?

Retirement “Period Life “Cohort Life  “Select Life  “Single Life
Age Expectancy” Expectancy” Expectancy” Potentiality”

\Z \Z \Z % \Z

I I I I

65 83 87 91 98

The major flaw with “life expectancy”
is that ~50% of people are expected
to still be alive at this point!

We believe planners should use “life
potentiality” — the point in time where
there is only a 10% chance of survival
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What’s the right planning timeframe?

Retirement “Period Life “Cohort Life  “Select Life  “Single Life
Age Expectancy” Expectancy” Expectancy” Potentiality”

\Z \Z \Z % \Z

I I I I

65 83 87 91 98

... finally, the vast majority of
pensioners are members of a
couple. There is a 40%
chance that at least one
member of a couple lives to
age 95!

“Couple Life

Potentiality”
%

I
102
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Longevity risk is routinely underestimated

What's the right planning timeframe?

Retirement “Period Life “Cohort Life  “Select Life  “Single Life “Couple Life

iality”

Robust retirement income plans for pensioners of
average health
... particularly if the pensioner
IS a member of a couple




What do retirees want? @
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MOST important ALSO an
pension feature? Important feature?
Basic income 44%
for life
Maintain
lifestyle
Flexibility/ Income for Lifeis
Accessibility the single most 50%

important feature
Protection from of a pension...

markets

48%

Market linked
returns

... but Baby
Boomers want
products that “tick
all the boxes”

High-level of
bequest

Source: Ingevity proprietary research. 497 Nationally representative respondents between ages 45 and 70 with household income between $30,000 and $150,000. 13




What do retirees need? @
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Phases of retirement

— /l\

~
60-65 Active phase 70-80

/l\ 7

Y
85-90 Frail phase

Y
Quiet phase

> Activities limited due to
restricted mobility

> Some unpaid charity
work

> Some part time work

> Increased expenditure
on leisure > Further increase in

health needs

> More frugal lifestyle

> Housing upgrade > Increased spending on

health needs ' > Nursing home

> High and flexible income ' > Lower income needs > Income to provide for
basic needs

> Returns to beat effects
of inflation

> Lower risk appetite

> Access to lump sums

Source: Rice Warner and ANU research ‘Retirement Expenditure Patterns’ 10 February 2009
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