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• Retired investors face a multitude of risks, all of which fold
up into a single overarching one: longevity. With global life
expectancy on the rise (see Figure 1) investors may be exposed
to greater longevity risk.

• Most longevity discussions focus on extensions of median
life expectancy which have been impressive and shouldn't
be understated, but life expectancy estimates are statistical
measures and don't take into account any personal factors.

• Many investors end up underestimating life expectancy, and
this can lead them to miscalculate how much growth they
require in their portfolio and to invest too conservatively.

• With a better understanding of what life expectancy
projections actually mean, families will be better equipped to
position their wealth to effectively hedge longevity risk.

Life expectancy is rising
Good news: we are living longer. And longer lifespans mean more
years to enjoy retirement. The bad news is that we have to work
harder to actually be able to enjoy those retirement years.

The average life expectancy is increasing by about three years every
generation according to a recent study from the Proceedings of the
National Academy of Sciences. The study even suggests that people
can expect to live about six years longer than their grandparents, on
average.

While this news means we have more years to look forward to, the
extension of longevity brings many investors anxiety regarding their
finances. To account for the added uncertainty of a longer retirement
it's prudent to increase the assets set aside for retirement or to
reevaluate viable spending amounts.

In order to be able to effectively plan for these longer horizons,
investors need to be able to adequately estimate the number of
years in retirement so they can incorporate appropriate projections of
longevity into their financial plans.

Figure 1: Life expectancy is rising globally
The average number of years a newborn would live if
the pattern of mortality in the given year were to stay
the same throughout its life

Source: Our World in Data, UBS
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Life expectancy can be misleading
The term "life expectancy" refers to the number of years a person
can expect to live. It is based on an estimate of the average age
that members of a particular population group will be when they die.
While life expectancy measurements are often used as a guideline
when planning for longevity, there are some important aspects of it
that can be misleading.

For starters, it's important to understand that very few people will
die at precisely the age indicated by life expectancy, even if mortality
patterns stay constant. For instance, very few people born in the US
in 2019 will die at age 78.9 (the life expectancy noted in Figure 1)—
most of them will die much earlier or much later. In other words, if
everyone born in the US in 2019 planned for a retirement horizon that
lasted to age 78.9, about half of the plans would succeed and most
of the others would fail. That's essentially the same odds as winning
or losing a coin toss.

What's more, factors such as obesity and socioeconomic status cause
the "average" longevity to vary significantly among different pop-
ulations and cohorts. For instance, individuals that retain a healthy
body mass index throughout their lives can reasonably add 2 to 3
years to the median numbers. Life expectancy estimates are statistical
measures and don't take into account any personal factors such as
lifestyle choices or family medical history. So, the length of life for an
average person is not very informative about the predicted lifespan
for a person living a particularly healthy, or unhealthy lifestyle.

Another misleading aspect of life expectancy is that it is not uniform
across the lifetime. Life expectancy in Japan, at birth, is 84 years. At
the age of 65, life expectancy in Japan is 22 years. To think about
this example differently, you could say that a 65-year-old in Japan has
added 1,095 days (or three years) to their life expectancy compared
to when they were a newborn.

Adding three years on to the end of your life doesn't just mean you'll
have to fund three more years of regular spending amounts. You'll
want to account for increased spending amounts during those years
thanks to the hefty costs associated with rising health-related issues.
Life expectancy increases as you get older and planning for a horizon
based solely on the expected lifespan at birth could be detrimental to
an individual's wealth, especially as it relates to their financial security
later in life.

Perhaps an equally important but often overlooked aspect of
longevity is the changing distribution of mortality over the life cycle.
Only 50 years ago, a 65-year-old faced roughly an equal probability of
death every year until they were 85, at which point 80% had passed
away. As it is now, death was guaranteed; only the timing of it was
extraordinarily uncertain.
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Today, the distribution surrounding the probability of death has
become much more peaked. Survival into a person's 80s and 90s is
much more likely. An average 65-year-old female today has a greater
than 30% chance of living to 90. Survivorship odds for a couple com-
pound these statistics further (see Figure 2). In fact, there's a 50%
probability that at least one member of a two-person household cur-
rently aged 65 will live to be 90.

Based on this data, we'd advise against using median life expectancy
when making decisions within your financial plan. In most developed
countries, a value that reflects at least one member of a couple
making it to 100-105 and age 95 for an individual can provide a
higher margin of safety.

How do I invest for my lifetime?
One of the main challenges in retirement is that we don't know how
long we will live, so we have to invest (and spend) for an uncertain
horizon. This uncertainty is known as, longevity risk. But, with life
expectancy on the rise and mortality distribution more peaked, we
believe it's fair to say that longevity risk has become longevity certainty
for most households.

This longevity certainty is important to keep in mind when it comes to
structuring wealth within our Liquidity. Longevity. Legacy. framework.
That's because the planning horizon will have a direct impact on how
you should allocate funds for your lifetime (see Figure 3).

Underestimating your planning horizon can put you into a situation
where you haven't set aside enough assets and you'll be forced to sig-
nificantly reduce spending later in life just to make sure your plan can
last. And overestimating your lifespan may cause you to allocate too
much to fund spending in the Longevity strategy, meaning less capital
in your Legacy strategy potentially earning higher returns. There's
no way to estimate life expectancy with precision, but choosing a
planning horizon that's mindful of your personal situation and lifestyle
—not the average situation of a large population—is a good place
to start.

Navigating longevity
There are actions families can take to mitigate longevity risk, such
as allowing for spending flexibility and/or adding a direct insurance
hedge to the portfolio such as a deferred fixed annuity. But study
after study indicates that most people underestimate how long they
will live making it difficult to determine just how much risk needs to
be mitigated.

In addition to focusing on investment returns, spending rates and
direct hedges when investing for your lifetime, we encourage
investors to also think about how they'll actually navigate that
longevity. As you think about planning for retirement, consider what
it is you want to do and what will be needed regarding resources
when you get there. Physical, cognitive, financial, and social resources
become strained in old age. Consider what actions need to be taken
today to ensure the highest quality of life down the road.

Figure 2: Survivorship odds for couples compound
the need to plan for longevity
Probability of living to 100

Source: The Human Mortality Database, UBS

Figure 3: Planning horizons matter when making
portfolio decisions
Longevity sizing required (as a multiple of years of
"Year 1" retirement spending), based on years of
retirement

Source: UBS. Assumes that a 20% probability of failure
(the likelihood of needing to cut spending at some point in
retirement) is acceptable. For more information on sizing
the Longevity strategy see our report, Should you reduce
risk?

Liquidity. Longevity. Legacy. disclaimer: Time frames
may vary. Strategies are subject to individual client goals,
objectives, and suitability. This approach is not a promise
or a guarantee that wealth, or any financial results, can or
will be achieved.
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Appendix

UBS Chief Investment Office's ("CIO") investment views are prepared and published by the Global Wealth Management business of UBS
Switzerland AG (regulated by FINMA in Switzerland) or its affiliates ("UBS").

The investment views have been prepared in accordance with legal requirements designed to promote the independence of investment
research.
Generic investment research – Risk information:

This publication is for your information only and is not intended as an offer, or a solicitation of an offer, to buy or sell any investment
or other specific product. The analysis contained herein does not constitute a personal recommendation or take into account the particular
investment objectives, investment strategies, financial situation and needs of any specific recipient. It is based on numerous assumptions.
Different assumptions could result in materially different results. Certain services and products are subject to legal restrictions and cannot be
offered worldwide on an unrestricted basis and/or may not be eligible for sale to all investors. All information and opinions expressed in this
document were obtained from sources believed to be reliable and in good faith, but no representation or warranty, express or implied, is made
as to its accuracy or completeness (other than disclosures relating to UBS). All information and opinions as well as any forecasts, estimates
and market prices indicated are current as of the date of this report, and are subject to change without notice. Opinions expressed herein may
differ or be contrary to those expressed by other business areas or divisions of UBS as a result of using different assumptions and/or criteria.
In no circumstances may this document or any of the information (including any forecast, value, index or other calculated amount ("Values"))
be used for any of the following purposes (i) valuation or accounting purposes; (ii) to determine the amounts due or payable, the price or
the value of any financial instrument or financial contract; or (iii) to measure the performance of any financial instrument including, without
limitation, for the purpose of tracking the return or performance of any Value or of defining the asset allocation of portfolio or of computing
performance fees. By receiving this document and the information you will be deemed to represent and warrant to UBS that you will not use
this document or otherwise rely on any of the information for any of the above purposes. UBS and any of its directors or employees may
be entitled at any time to hold long or short positions in investment instruments referred to herein, carry out transactions involving relevant
investment instruments in the capacity of principal or agent, or provide any other services or have officers, who serve as directors, either to/for
the issuer, the investment instrument itself or to/for any company commercially or financially affiliated to such issuers. At any time, investment
decisions (including whether to buy, sell or hold securities) made by UBS and its employees may differ from or be contrary to the opinions
expressed in UBS research publications. Some investments may not be readily realizable since the market in the securities is illiquid and therefore
valuing the investment and identifying the risk to which you are exposed may be difficult to quantify. UBS relies on information barriers to
control the flow of information contained in one or more areas within UBS, into other areas, units, divisions or affiliates of UBS. Futures and
options trading is not suitable for every investor as there is a substantial risk of loss, and losses in excess of an initial investment may occur.
Past performance of an investment is no guarantee for its future performance. Additional information will be made available upon request.
Some investments may be subject to sudden and large falls in value and on realization you may receive back less than you invested or may
be required to pay more. Changes in foreign exchange rates may have an adverse effect on the price, value or income of an investment. The
analyst(s) responsible for the preparation of this report may interact with trading desk personnel, sales personnel and other constituencies for
the purpose of gathering, synthesizing and interpreting market information.
Tax treatment depends on the individual circumstances and may be subject to change in the future. UBS does not provide legal or tax advice
and makes no representations as to the tax treatment of assets or the investment returns thereon both in general or with reference to specific
client's circumstances and needs. We are of necessity unable to take into account the particular investment objectives, financial situation and
needs of our individual clients and we would recommend that you take financial and/or tax advice as to the implications (including tax) of
investing in any of the products mentioned herein.
This material may not be reproduced or copies circulated without prior authority of UBS. Unless otherwise agreed in writing UBS expressly
prohibits the distribution and transfer of this material to third parties for any reason. UBS accepts no liability whatsoever for any claims or
lawsuits from any third parties arising from the use or distribution of this material. This report is for distribution only under such circumstances as
may be permitted by applicable law. For information on the ways in which CIO manages conflicts and maintains independence of its investment
views and publication offering, and research and rating methodologies, please visit www.ubs.com/research. Additional information on the
relevant authors of this publication and other CIO publication(s) referenced in this report; and copies of any past reports on this topic; are
available upon request from your client advisor.
Important Information about Sustainable Investing Strategies: Sustainable investing strategies aim to consider and in some instances
integrate the analysis of environmental, social and governance (ESG) factors into the investment process and portfolio. Strategies across
geographies and styles approach ESG analysis and incorporate the findings in a variety of ways. Incorporating ESG factors or Sustainable
Investing considerations may inhibit the portfolio manager’s ability to participate in certain investment opportunities that otherwise would be
consistent with its investment objective and other principal investment strategies. The returns on a portfolio consisting primarily of ESG or
sustainable investments may be lower or higher than a portfolio where such factors are not considered by the portfolio manager. Because
sustainability criteria can exclude some investments, investors may not be able to take advantage of the same opportunities or market trends
as investors that do not use such criteria. Companies may not necessarily meet high performance standards on all aspects of ESG or sustainable
investing issues; there is also no guarantee that any company will meet expectations in connection with corporate responsibility, sustainability,
and/or impact performance.
Distributed to US persons by UBS Financial Services Inc. or UBS Securities LLC, subsidiaries of UBS AG. UBS Switzerland AG, UBS Europe SE,
UBS Bank, S.A., UBS Brasil Administradora de Valores Mobiliarios Ltda, UBS Asesores Mexico, S.A. de C.V., UBS Securities Japan Co., Ltd, UBS
Wealth Management Israel Ltd and UBS Menkul Degerler AS are affiliates of UBS AG. UBS Financial Services Incorporated of Puerto Rico is
a subsidiary of UBS Financial Services Inc. UBS Financial Services Inc. accepts responsibility for the content of a report prepared by
a non-US affiliate when it distributes reports to US persons. All transactions by a US person in the securities mentioned in this
report should be effected through a US-registered broker dealer affiliated with UBS, and not through a non-US affiliate. The
contents of this report have not been and will not be approved by any securities or investment authority in the United States
or elsewhere. UBS Financial Services Inc. is not acting as a municipal advisor to any municipal entity or obligated person within
the meaning of Section 15B of the Securities Exchange Act (the "Municipal Advisor Rule") and the opinions or views contained
herein are not intended to be, and do not constitute, advice within the meaning of the Municipal Advisor Rule.

External Asset Managers / External Financial Consultants: In case this research or publication is provided to an External Asset Manager
or an External Financial Consultant, UBS expressly prohibits that it is redistributed by the External Asset Manager or the External Financial
Consultant and is made available to their clients and/or third parties.For country disclosures, click here.
Version 09/2019. CIO82652744
© UBS 2019.The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.
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