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– Risk avoidance is not a viable strategy when real interest rates 

are at 1.5%

– Risk avoidance is not a desirable strategy for the retirement 

savings pool of a country
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None is small

– real interest rates 1.5% to 5% in the last 20 years

– real rates of return 0% to 9% in the last 5 decades

– individual lifespan @ 65 10 to 30

– future improvement for 90 year olds – who knows?
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– Calpers – 15 year smoothing

– 30 year amortizing

– assume 4.75% real return

– oppose mark-to-market disclosure
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– In the absence of demand, there isn’t any product available
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– Exposure to investment risk is highest in the 10 years before 

and 15 years following retirement
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– The key to DB plans – if payroll grows at CPI + 4% or 5%, the 

plan’s stay young
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