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General Comment

Are risk measures of common use in the 
financial market relevant for DC pensions?

Longevity risk
Future contributions
Investment risk

Important factors for investment risk
Time horizon
Transition from accumulation to retirement

Paper presents an interesting way of dealing 
with this:

Monte Carlo simulations: Short fall risk as relevant 
metric



General Comment

After having a good risk measure: What 
should be done?

Just for information?

Investment regulation?
Generate a benchmark?

Impose risk limits?

Pros and Cons for each alternative



Measuring and limiting risk for 
pension funds
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Potential effects of setting a 
relative benchmark
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Some other issues….
Normality or at least symmetry is required in general for 
usual risk measures
Interesting proposal for measuring risk in the case of DC 
pensions

Author mentions: Individual specific
Requires sophisticate techniques
Relies on assumptions
Definition of the implicit liability (Target RR)

Risk measures should consider the design of the 
accumulation and pay-out phases
Credit rating of Life Insurance Companies should be 
available, but not a perfect substitute of regulation
More alternatives require better information and 
instruments for comparisons (SCOMP)



How important 
are contributions 

between 20 and 30 
years old
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…no cotiza nunca más y se pensiona a los  65 años?

…sigue cotizando todos los meses por una remuneración 
de $ 317.419 hasta pensionarse a los 65 años?

$113.018

$176.054
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Para el cálculo de la Pensión Estimada se considera una ganancia de sus ahorros del 5% al año y como 
beneficiario una esposa 2 años menor.

Personal 
Information

Pension 
Projection

And now?



…no cotiza nunca más y se pensiona a los  65 años?

…sigue cotizando todos los meses por una remuneración 
de $ 317.419 hasta pensionarse a los 65 años?

$113.018

$176.054

Scenario where no more contributions are made to the
pension fund

Legal age of retirement 60 for women and 65 for
men

Scenario where it is assumed that contributions are made 
every month until retirement

Estimated pension

Para el cálculo de la Pensión Estimada se considera una ganancia de sus ahorros del 5% al año y como 
beneficiario una esposa 2 años menor.

Assumptions for pension calculations.

Average salary that is assumed to be 
constant until retirement
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