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Issue 16: Looking ahead to the CMI’s 2019
mortality improvement projections model
Question:

How might the relative light mortality experienced so far in 2019 affect the impact of the next CMI mortality projections
model on pension scheme liabilities?

Answer:

The mortality data for 2019 so far suggests that there will be at least some ‘bounce back’ to higher annuity values when
updating the core CMI_2018 model for the upcoming core CMI_2019 model. Schemes using the core model without
adjustment will therefore be likely to see an increase in liabilities.
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(65 year old male, LTR1.5%, 1 January 2020 calculation date) Key ConSiderationS:

o Sofar, 2019 has seen fewer deaths
compared to recent years (even
despite the aging population).

» Even assuming a high level of deaths
until the end of the year, we expect
to see a bounce back to higher
improvements in the 2019 version of
the CMI projection model.

o Allelse equal, this will result in an
increase in liabilities, with our central

CMI_2016 CMI_2017 CMI_2018 CMI_2019 estimate seeing a rise of c1%.

Low Q4 deaths Central estimate High Q4 deaths
--e--Core models (Sk7) —e— Core models

Note: The annuity values shown are for men at age 65, based on the S3PMA base table, with a net interest rate of 0% p.a. and assuming a long-term rate of 1.5% p.a. in each
case. Calculations were carried out using the CMI_2018 model, and the E&W population data included with that model. CMI_2019 values are based on fitting the model
t0 1979 to 2019, where the level of deaths in 2019 have been estimated using improvements of 3.5%, 4.8% and 6.2%, and assuming exposures in 2019 are equal to those in
2018. The calculation date is set to 1January 2020 throughout.

The chart above shows how annuity values have changed under different updates of the core CMI projection model.
We note that the core parameters of the model were updated in the CMI_2018 model and we have included figures for
past versions of the model with the CMI_2018 model core settings for comparison.

The chart also shows a range of potential annuity values for the upcoming core CMI_2019 model, depending on how
the last quarter of the year turns out. The ‘central’ estimate assumes improvements in mortality rates remain at the
current level, the high and low scenarios assume the last quarter of 2019 is in line with the ‘best’ and ‘worst’ experience
seen over 2009 to 2018.

The key questions are:

o Will the trend of lighter mortality continue to the end of the year?

 Isabounce back in 2019 a temporary blip or a return to high levels of improvements?
» Will these effects be experienced differently by different sections of society?

What do you think?

Please post your questions in our Friends of Club Vita
discussion group on Linkedin.

Mark Sharkey Conor O’Reilly

Engagement lead Head of analytics
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