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Scope of Presentation

> Need of Retirement planning
» Challenges / issues in retirement benefits
» Way Forward
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Improvement in life expectancy is expected to
lead to an increase in the % of elderly
population
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While traditional support structures of joint
family are on decline, old age dependency ratio
IS expected to be on the rise
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Formal pension cover is available or mandated
for employees in the formal sector only, keeping
a vast employable population at bay

Employed in
Formal
Sector, 14%

Rest, 53%_""

Employed in
Informal
Sector, 33%

Only 14% of the population in India is engaged
in some formal employment...

Source: NSS & NCEUS
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...resulting in a meagre 12% of country GDP z \/
being in pension asset's v/s 120% in developed Y
countries
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Netherlands 161%
Iceland 146%
Switzerland
Australia
United..

United States

India 12%

Retirement Funds as a % of GDP

Source: OECD Study 2015
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Multiple regulators, different products, different
tax benefits and different tax treatment are
leaving the customer confused (1/2)

Regulators EPFO PFRDA

Products EPF PPF NPS

Differences in Lumo sum Lump sum Lump sum +
Payout at Exit P P Pension
Differing Tax EEE EEE EEE/T
Treatment

Employer Contri 0 .

Tax Benefits at tax-free (12%) Up to 150k WP @EE6 2y

o . L employer + 50K
contribution stage Employee Contri within 80C tax free

within 80C (12%)
Post Retirement 15 years Post Retirement
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Multiple regulators, different products, different
tax benefits and different tax treatment are
leaving the customer confused (2/2)

Regulators

Products SAF

Differences in Lump sum +
Payout at Exit Pension
Differing Tax
Treatment s2=
Tax Benefits at LS basick
contribution stage pay up 0 150
Is tax free

Post Retirement

IRDAI

Gratuity

Lump sum

EEE

8.33% basic pay
tax-free up to 20L

5 years
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SEBI
= Pens_lon/ MF Pension
Annuity
il sum * Lump sum
Pension
EET EET
Up to 150k Up to 150k
within 80C within 80C
10 years 3 years
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And the result...a low belief in pension savings

Household savings for the year 2016-17

Financial
Savings, 41%

Physical Assets,
59%

59% savings are mostly in property and gold

Source: RBI
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Financial savings for the year 2016-17

I Others, 4%

Shares & Deb,

6%
Currency, 13%

Insurance, 19%

Deposits, 44%

Provident &
Pension Funds,
14%

Only 14% of financial savings are in
pension funds
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Strengthen the product proposition Strengthen Distribution network

The Way Forward — what’s required

» Single regulator to manage Pension » Strengthen distribution network —
schemes including India Post to distribute

> Simple product — easy to understand schemes like Atal Pension Yojna to

» Combination of defined benefit and Tl EIEES D METEESS enel il

defined contribution » Incentivize distributors and fund
managers appropriately for a healthy

» Restrict withdrawals during
growth of sector

accumulation phase to build large
corpus

» Made access of suitable long-duration » Increase awareness
assets for Annuity Service Providers to > Advertisements
match the long-tailed liability

» Strong Annuity products covering
Regular pay-outs for life, Income for
dependent survivors and Protection
against inflation

» Nukkar nataks, road shows
» Involvement of Gram Panchayat
» Taking help of NGOs
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Thank You
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