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AGENDA

I N T R O D U C T I O N

P U R P O S E  O F  P E N S I O N  P L A N S

T Y P E S  O F  P E N S I O N  P L A N S

F U N D I N G  A N D  F U N D  M A N A G E M E N T

D B  P L A N  “ L I F E  C Y C L E S ”

R I S K  I N  P E N S I O N  P L A N S

O B J E C T I V E S  O F  T H E  S U P E R V I S O R



INTRODUCTION

What this presentation won’t do:

▪ Drown you in graphs, charts and tables 
and statistics

▪ Exhaustively describe every type of 
pension arrangement

▪ Focus only on Jamaican pension plans

▪ Tell you how to do your job

What this presentation will do:

▪ Help you understand how and why 
pension plans work (or don’t work)

▪ Explain why pension plans need 
actuaries and their advice

▪ Help you appreciate the balance 
between contributions paid in and 
benefits paid out



QUESTIONS?



PURPOSE OF PENSION PLANS

Why would an employer set up a pension plan?

▪ Employee recruitment

▪ Workforce management

▪ Social protection

▪ Tax benefits 

▪ Investment benefits



PURPOSE OF PENSION PLANS

Why would a government set up a public 

pension plan?

▪ Workforce management, on a national scale

▪ Social protection 



TYPES OF PENSION PLANS

▪ Private/public

▪ Defined Benefit/Defined Contribution

▪ Contributory/non-contributory

▪ Funded/pay-as-you-go



TYPES OF PENSION PLANS

Some defined contribution plans avoid the costs 
and fees associated with buying annuities for 
their pensioners, and instead pay pension 
benefits out of the fund.

What is the risk in doing this?



QUESTIONS?



PRE-ASSESSMENT QUESTION



FUND MANAGEMENT

• Objectives (SIPP)

• Financial market constraints

• Regulatory constraints

• Risk/return

• Asset/liability management



DEFINED BENEFIT PLAN 
“LIFE CYCLES”

▪ Setting up a defined benefit plan

▪ Early phase – contributions in, few benefits 

paid out

▪ Stable phase – contributions in and benefits 

paid out

▪ Declining phase – benefit payments are 

greater than contributions in



PRE-ASSESSMENT QUESTION



RISK IN PENSION PLANS

• Demographic risks

• Investment risks

• Operational risks 

• Law of large numbers (if the numbers are not 

large!)



RISK IN PENSION PLANS

All risks in a pension plan ultimately contribute 

to the same outcome – the fund is insufficient to 

pay the expected benefits.

Who bears that risk?

Understanding the differences in the dynamics 

of defined benefit and defined contribution 

plans is fundamental to the supervision of 

pension plans.



PRE-ASSESSMENT QUESTION



https://www.cnbc.com/2018/09/13/these-retirement-funds-took-a-beating-in-2008-it-could-happen-again.html



https://www.theatlantic.com/business/archive/2015/10/the-recession-hurt-americans-retirement-accounts-more-than-everyone-thought/410791/



PRE-ASSESSMENT QUESTION



OBJECTIVES OF THE SUPERVISOR

You tell me!

▪ Ensuring that everyone has a safety net when they retire?

▪ Protecting the public from corporate greed?

▪ Playing the role of policemen? Or referees?

▪ Are the objectives different for different industries? (Insurance? Securities?)

▪ How important is it for the objectives to be the same?



QUESTIONS?



THANK YOU!
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