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Updating life expectancy assumptions
for the new CMI 2020 model

- . At a glance @ Mortality rates in 2020
The latest mortality projections model has recently Changes in life expectancy in 2020 have been significantly
been released: CMI 2020. Employers usually update out§ide the usual range. As a result, employers n'eed to
their accounting numbers for these models each year decide what allowance to make for the pandemic.
Because COVID-19 made 2020 an exceptional year,
the CMI 2020 model requires employers to choose 7%
what allowance to make for the pandemic : u

g 5% . " .
One option is to ignore deaths in 2020 and even this 2 3y .. [ .= L - -
would still result in a small reduction in life expectancy. o ° u .'I . m L]
However, this is likely to understate both the short § 1% mm™ n gt -
and longer term consequences of COVID-19 3 19 fa= | omm

5 % .
There is now enough information for employers g 3% . u
to consider the positive and negative effects of the > ° L
pandemic and form a best estimate view for accounting E -5%

b
For most schemes, an appropriate pandemic allowance S 7%
is a reduction of 1.5% to 3.5% in liabilities. For a scheme g 9%
that is 90% funded, this could mean a 25% reduction g
in the deficit 5 1%
Based on expetience in 2021 so far, the reductions -13% @
in life expectancy look set to continue in future CMI 1980 1990 2000 2010 2020
models, which supports making some allowance for
the pandemic now Source: XPS COVID-19 Impact Analytics

Reduction in life expectancy @ .
Actions employers can take
from CMI 2020 model ploy
-4.4% 1. Analyse the impact of COVID-19 on the life

expectancy of your scheme’s members.

2. Use this to decide what allowance to make for
the pandemic in your accounting numbers.

3. Engage with trustees to extend this to member
options and scheme funding assumptions.

4. Consider the impact of the pandemic on your
long term target to check whether your strategy
needs fine tuning.
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No weight on 2020 Full weight on 2020

For most schemes our scenario analysis suggests that

a reduction of 1.5% - 3.5% in liabilities is an appropriate
allowance for events in 2020. \\ }\}\\




COVID-19 scenarios help determine how
to use CMI 2020

Our Covid-19 impact analytics considers the range of factors that cause COVID-19 to impact life expectancy.
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Impact on life expectancy from catching COVID-19
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Hospital Age Gender Current Levels of Interruption of COVID-19
services health deprivation health services severity

Impact on life expectancy from second order factors
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Hospital services Impact of Levels of Interruption of Healthcare Lifestyle Environmental
recession deprivation health services spending changes factors

Formulated into six scenarios

Low severity High severity
Health Return No lasting Central Long COVID New
rebound to normal damage case complications strains
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B Indirect impact of COVID-19 on life expectancy B Impact of catching COVID-19

Source: XPS COVID-19 Impact Analytics

For further information, please get in touch with Vicky Mullins or Hannah Traylen or speak to your usual
XPS Pensions contact.

020 3725 7017 01483 330 152 (@xpsgroup
vicky.mullins@ hannah.traylen@ :
Xpsgroup.com Xpsgroup.com Xpspensionsgroup
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