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Key Factors for Long-Term Solutions
The Five-Prong Approach to an Accumulation/Decumulation Product

Decumulation 
needs to drive 
accumulation

1

Built-in 
guidance 
and avenues 
to advice

2

Broadest 
audience to 
be targeted

3

Simplicity 
check for 
each step

4

Options for 
decoupling 
and 
uncertainty

5
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Product Development on Long Term Solutions: 
The 3D Contextual Framework

Decoupling
Time gap between formal 
and effective retirement 

dates

Decumulation
Drawdown phase after 

retirement

Default Solutions
Optimised investment choice 

supported by regulation 
framework
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Key Steps to Provide Multiple Default Solution

Analyse different factors that drive 
individual choices

Need for efficient client mapping 
by risk tolerance 

Reduce complexity by building 
clusters of clients to identify 
common patterns

Meeting the majority of client profiles in a multiple 
aggregated solution: clustering

Know your clients
Analyse trends through statistical 
and fundamental tools 

Identify more probable & extreme 
scenarios

Build sophisticated models to 
simulate the impact of alternative 
scenarios 

Understand the environment
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Soft factor model (lifestyle changes)

Simulation model (Market changes)

Shock Inflation Risk 
Premium Returns

Dynamic switching 
to best strategy

Individual 
drivers

Environment 
drivers

Dynamic 
asset 
allocation

Cluster 
objective 
function 

(ALM model)

Human 
capitalWealth Family 

structure Health

Key Steps to Provide Multiple Default Solution
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Soft factor model (lifestyle changes)

Simulation model (Market changes)

Shock Inflation Risk 
Premium Returns

Dynamic switching 
to best strategy

Individual 
drivers

Environment 
drivers

Dynamic 
asset 
allocation

Human 
capitalWealth Family 

structure Health

Understand the Client

Cluster 
objective 
function 

(ALM model)
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Lifetime

Not only age but: family structure, human capital, starting level of wealth,
ownership of a house, …

Risk tolerance reflects uncertainty in different stages of life

These factors change over time for individuals at a different pace and 
should be taken into account to build efficient default solutions

Stage 1 Stage 2 Stage 3

<30 years >30 years to retirement age Retirement age
Human Capital Human Capital Human Capital

Family Structure Family Structure Family Structure

Endowment Endowment Endowment

High
Medium
Low / Nil

Level of 
uncertainty

Know Your Clients: Understand the Factors That Drive 
Decisions
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Soft factor model (lifestyle changes)

Simulation model (Market changes)

Shock Inflation Risk 
Premium Returns

Dynamic switching 
to best strategy

Individual 
drivers

Environment 
drivers

Dynamic 
asset 
allocation

Human 
capitalWealth Family 

structure Health

Defining Client Utility Function

Cluster 
objective 
function 

(ALM model)
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Dynamic Switch to Best Strategy

Soft factor model (lifestyle changes)

Simulation model (Market changes)

Shock Inflation Risk 
Premium Returns

Dynamic switching 
to best strategy

Individual 
drivers

Environment 
drivers

Dynamic 
asset 
allocation

Human 
capitalWealth Family 

structure Health

Extra Income

Inheritance

Annuity

Need

Hope

Wish

Max Return

Protected

Guaranteed

(Quasi) Liability
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Traditional Accumulation Models 

Decreasing exposure to risky assets approaching the retirement date

Tend to allocate risk where the uncertainty related to the individual factors is 
higher

Risk 
Budget

Years to 
Retirement

High individual uncertainty and 
high barriers to exit (penalties or 
tax disadvantages for early 
redemptions)

Low uncertainty on key risk 
related factors, while medium 
exposure to risky assets does 
not exploit growth potential

Small final equity exposure, suitable to 
cash in a large portion of the portfolio at 
retirement

Progressive reduction 
of risky assets

30 25 20 15 10 535
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The Hump-Shaped Accumulation Path Incorporates the 
Individual Factors
Analysing real trends shows risk should be less during times of 
uncertainty and greater approaching retirement

Lower initial risk budget reflects 
greater uncertainty due to 
individual factors

Low uncertainty on key risk related factors. Higher risk budget at 
retirement allows active 
management of 
decumulation phase

Lifecycle based exposure 
to risky assets

Risk 
Budget

30 25 20 8 3 135
Years to 

Retirement
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Combining Accumulation and Decumulation to Create an 
Effective ALM Solution

Lifetime approach to incorporate individuals’ risk aversion in every 
stage of life 

Decumulation phase as important as accumulation

The possible decumulation solutions depend on accumulation 
patterns in a single financial solution, without separating accumulation 
and decumulation phases

Implies a higher advisory need for the client near the formal 
retirement date to reconfirm decumulation planning

Additional ingredient to build our recommended Default Solutions
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Integrated Accumulation/Decumulation Default Solutions

Decumulation

Risk 
Budget

Accumulation

30 25 20 8 3 135
Years TO 

Retirement

Hump-shaped 
risk distribution

Decoupling

[variable gap 
between 
formal & 
effective 

retirement 
dates] 

Financial drawdown

Risk 
Budget

Lower and 
decreasing risky 

assets in 
decumulation phase

1 2510

1 25

Years AFTER 
Retirement

Financial 
Decumulation

Check Point to review the 
plan for accumulation/ 

decumulation
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Integrated Accumulation/Decumulation Default Solutions

Decumulation

Risk 
Budget

Accumulation

30 25 20 8 3 135
Years TO 

Retirement

Hump-shaped 
risk distribution

Lower and decreasing risky 
assets in decumulation phase

Decoupling

[variable gap 
between 
formal & 
effective 

retirement 
dates] 

1 302510 35

Risk 
Budget

Extension to 
minimise longevity 

risk

1 3525

Financial drawdown

Years AFTER 
Retirement

Financial 
Decumulation

Check Point to review the 
plan for accumulation/ 

decumulation
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Soft factor model (lifestyle changes)

Simulation model (Market changes)

Shock Inflation Risk 
Premium Returns

Dynamic switching 
to best strategy

Individual 
drivers

Environment 
drivers

Dynamic 
asset 
allocation

Human 
capitalWealth Family 

structure Health

Understand the Environment: Dynamic Switch to Best 
Strategy

Cluster 
objective 
function 

(ALM model)
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Historic and simulated inflation
(100 scenarios)
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Resources to Build an Efficient Integrated Default Solution

Strong research and sophisticated technology allow to: 

Simulate the impact and probability of 
extreme scenarios (i.e inflation) as 
forecasting models can be wrong

Model long-term trends and dynamics
of the relevant risk factors (eg. inflation 
and interest rates) 

Build one core platform approach 
adjustable for different client targets as 
different clients might like different 
decumulation patterns

GDP Cycle

Run a dynamic asset allocation 
strategy rather than a buy-and-hold static 
portfolio (Multi-stage)

0.0

2.8
2.1
1.4
0.7

-0.7
-1.4
-2.1
-2.8
3.5

1970 1976 1982 1988 1994 2000 2006 2012 2018

EU GDP Cycle
US GDP Cycle

Decumulation depends on simulated 
inflation and salaries, the final 
optimization of the dynamical AA 
aims also to protect individual 
liabilities with acceptable degree of 
confidence
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Commercial Application of an Integrated 
Accumulation/Decumulation Model

The approach to designing a default solution may be extended 
to both the second and third pillars

It can be implemented as dynamic advisory (working in 
partnership with management firms) or as open-ended funds

The product solution should incorporate complexity but be 
presented to client in a simple and transparent way
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Definition of the default solution structure

Application to the 2nd Pillar: Advisory Based Approach to 
Drive the Dynamic Asset Allocation

1. Understand structure of the schema, salary dynamics of the sector

2. Understand regulation and prevailing decumulation preferences, constant, variable 
and deferred, etc.

3. Mapping participants according to risk related factors, human capital, housing, etc

4. Projecting salaries and future contribution paths, setting the optimal contribution rates

5. Exploiting the acceptable number of default solutions for the schema

6. Elaborating long-term simulations on inflation and main macro factors

7. Calibrating every default solution asset allocation to the intensity of risk factors and 
desired replacement rates

Dynamic advisory acc-dec
on fixed mix portfolios 

Dynamic target date 
integrated solutions 

7 steps for an advisory approach:
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Application to the 3rd Pillar: Family of Target Date Funds 
with Variable Risk Profiles

Individual product solutions that manage together the accumulation (with 
the hump-shaped option) and the decumulation phases 

Optimised dynamic asset allocation on country-specific parameters such 
as:
– Macro/salary dynamics
– Demographic risk preferences

Accumulation
(10 years)

time

Retirement – basic 
(10 years)

Retirement – extra 
(5 years)

Risk 
Budget

Example of a target dated fund (2032: 10-10-5)

Risk 
Budget

Decumulation
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Conclusion

Long-term savings decisions for individuals are among the most 
important they face and default solutions are recommended

The asset manager industry has a key role in developing a 
model that takes into account all macroeconomic, sector specific
and individual factors

An effective default solution needs to integrate accumulation and 
decumulation patterns taking into account individual specifics

The collaboration and partnership with all the players in the 
process is critical to gather information and to tailor the product

Despite the complexity of the models, the commercial solution 
should be simple and transparent for the client
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Disclaimer

Unless otherwise stated all views are those of Pioneer Investments.  These views are subject to change at any time based on market and other conditions and there 
can be no assurances that countries markets or sectors will perform as expected
Please seek professional advice before you invest. This document does not constitute investment advice or an offering of any shares/units of any product within the 
Pioneer Investments range and does not take account of the investment objectives or needs of or suitability for a specific investor. 
No offer of any interest in any investment product within the Pioneer Investments range will be made in any jurisdiction in which the offer, solicitation or sale is not 
authorised, or to any person to whom it is unlawful to make such offer, solicitation or sale.  The units/shares of the products in the Pioneer Investments range are not 
available in all jurisdictions. 

The content of this document is approved by Pioneer Global Investments Limited for use at the 2nd European Colloquia
Pioneer Investments is a trading name of the Pioneer Global Asset Management S.p.A. group of companies. 

For use by qualifying/designated investors/institutions or professionals investors attending the 2nd European Colloquia only and not to be distributed to the public.
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