www.financialstandard.com.au
20 May 2024 | Volume 22 Number 09

Product showcase

Justine Marquet
head of technical
services

Allianz Retire+

Retirement revolution

Delivering guaranteed retrement income for life

he number of Australians aged over 80

is expected to triple by 2064, and in less
than 20 years the number of people aged over
100 will have doubled. With an ageing popula-
tion, the proportion of younger, working people
is shrinking, meaning the pool of taxpayers to
help fund the Age Pension is diminishing.

The conundrum it presents is quite some-
thing, as the cost of living is increasing along-
side our life expectancy, placing additional
pressure on services and initiatives supporting
older Australians.

The challenges facing retirees aren’t just fi-
nancial and economic, though. There are be-
havioural and emotional factors to consider as
well, making meaningful and effective product
innovation paramount.

“In accumulation, we feel the pain of a loss
twice as much as we feel the joy of a gain, but
when we’re in retirement we feel that loss 10
times more than we feel the joy of a gain,” ex-
plains Allianz Retire+ head of technical servic-
es Justine Marquet®'.

“So, there’s a need to protect the retirement sav-
ings that people have accumulated so it can sustain
income for longer. There’s also a need to protect
retirees from downside risk so they have the ability
to sleep at night, and there’s also a need to be able to
secure stable, steady income throughout retire-
ment to give them the confidence to spend.”

Often, investment decisions and discussions
are focused on the value of assets and funds,
the return on those assets, and the volatility as-
sociated. However, typically the primary client
concern is whether they’ll have enough income
to live on comfortably in retirement and they are
looking for reassurance from their financial ad-
viser. But how can that reassurance be provided?

“We can take some of that risk off the table and
help shore up the retirement savings, particularly
in the lead up to retirement, and we can give them
some protection against sequencing risk as capital
starts to be drawn down, and we can also focus
on providing more certainty and stability around
those income flows in retirement,” Marquet says.

There are now several solutions in the market
that meet these requirements, heralding some-
what of a revolution in retirement planning. One
of them is Allianz Guaranteed Income for Life,
also known as AGILE, which is designed to con-
tinue to grow assets so they can last for an individ-
ual’s full retirement while also providing downside
protection to guard against market volatility.

“It also provides flexibility in terms of when
the guaranteed income is switched on, which
is really important as clients aren’t always sure
when they’re going to retire and sometimes the
decision isn’t up to them,” Marquet explains.

“AGILE is designed to cater for that, and also

has more flexibility around the ability to access
capital. For example, if circumstances change,
investors can access the underlying available in-
vestment value or if they pass away their benefi-
ciaries can receive that investment value.”

A beneficiary can receive the investment value
either as part of an existing superannuation fund,
because the investment in AGILE can sit within
super, or outside of it, or the income stream can
be continued for the benefit of a spouse.

This additional flexibility is increasingly at-
tractive to investors knowing their retirement
will likely be much longer than that of genera-
tions gone by.

“And the best part of all, by investing early
you can lock in a known lifetime income rate,
regardless of when you turn on the income or
how much the investment value is at that time. It
makes planning for retirement earlier easier, and
it also provides more confidence around what the
outcomes will be for the client,” she says.

As for how much income is required to fund
a comfortable retirement, the common measure
used in the financial services industry, the Asso-
ciation of Superannuation Funds of Australia’s
Retirement Standard, dictates that — as at De-
cember 2023 —a couple aged 65-84 years would
need income of $72,148 per annum, assuming
they own their home. For a modest lifestyle, it’s
about §47,000 a year.

But these concepts — modest and comfortable
— are incredibly subjective; it’s not a one-size-
fits-all, and very rarely are people’s retirement
objectives the same. And retirees of all ages are
notorious for underspending in retirement, re-
gardless of their assets.

AGILE’s design attempts to mitigate the uncer-
tainty retirees feel, with Marquet explaining that
it’s a lot easier to provide certainty and live up to
the guarantee it promises when risks are pooled.

“Also, mitigating those downside risks can be
achieved if the provider has experience in do-
ing that. It’s much harder for an adviser on their
own to achieve the same outcomes with that
same level of certainty with an account-based
pension alone,” she says.

Investing in AGILE as part of the broader port-
folio of assets provides increased certainty because
the portfolio can be de-risked to a certain extent,
while also locking in the guaranteed income for
life, she adds, saying the client then knows that will
be there no matter what comes their way.

“They have that comfort of knowing that,
even if things change, any underlying invest-
ment value will still be there... and they can
still accumulate some growth along the way,”
Marquet says.

Some clients — and advisers — may think guar-
anteed income for life sounds too good to be
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true. For advisers looking to provide even more
certainty to retiree clients who might still fear
running out of money, an important piece of in-
formation to pass on to them is exactly how the
income is guaranteed.

As alife insurance company, Allianz Austral-
ia Life is required by APRA to hold sufficient
capital to ensure it can meet all current and fu-
ture payments to policyholders. That capital is
held in a statutory fund, solely for that purpose
and it can’t be touched for anything else; that
money must be used for paying liabilities and to
the benefit of investors and policyholders.

As Marquet explains, these requirements are
quite strict. For example, Allianz Australia Life
must be able to cover a once in 200-year adverse
market event. If the company were to not meet
those requirements, APRA can require it to
contribute additional capital or assets of its own.

“Another thing worth mentioning is that the
product construct itself doesn’t rely on things
like mortality credits or some of the people in
the pool passing away earlier to fund reliable
and stable income for those in the pool that live
longer,” Marquet says.

“There’s a lifetime income premium that’s
payable from the underlying investment value
that goes to ensuring the guaranteed income for
life for that individual, so there’s no interdepend-
ency; everyone’s individual contractual terms are
met by that guarantee and the promises we make
in the product disclosure statement.

“So, everyone can feel comfortable that that
income will be there for life, regardless of what
happens to other investors in the pool.” Fs

Disclaimer

Investors may commence guaranteed lifetime income any time after the first three
years of investment. Withdrawals in the first 10 years may be subject to a market
adjustment. Allianz Retire+ is a registered business name of Allianz Australia Life
Insurance Limited ABN 27 076 033 782, AFSL 296559 and is the issuer of AGILE.
Any advice provided in this material does not take into account your objectives,
financial situation or needs. Prior to making an investment decision, you should

read and consider the AGILE PDS and TMD which are available on our website
HYPERLINK “http://www.allianzretireplus.com.au”www.allianzretireplus.com.au. Use
of the word ‘guarantee’ in this material refers to an assurance that certain conditions
or contractual promises will be fulfilled by Allianz Retire+ from the available assets
of its Statutory Fund No 2, in relation to the product terms. This includes ‘guaranteed’
income payments in the Lifetime Income Phase which will be paid from the available
assets of Statutory Fund No 2, noting that Allianz Retire+ may terminate the product
in certain limited circumstances as outlined in the PDS. No person should rely on the
content of this material or act on the basis of anything stated in this material. Allianz
Retire+ and its related entities, agents or employees do not accept any liability for
any loss arising whether directly or indirectly from any use of this material. PIMCO
provides investment management and other support services to Allianz Retire+ but
is not responsible for the performance of any Allianz Retire+ product, or any other
product or service promoted or supplied by Allianz. Use of the POWERED BY PIMCO
trademark, or any other use of the PIMCO name, is not a recommendation of any
particular security, strategy or investment product.
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