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Will you be a prince or a pauper in retirement?
Ageing populations are putting increased pressure on pension schemes

With improved healthcare and welfare leading to increased life expectancy, the result is an 
increasing proportion of older age groups across populations. Fertility rates are now below 
replacement level (2.1 children per couple) in nearly all countries. 

In Asia, home to around 60% of the world’s population and the world’s fastest growing 
economy (China), we have seen the greatest increase in life expectancy, from an average of 41 
years in 1950, to 67+ in recent years. With the average birth rate in Asia currently around 2.5 
children per female, the birth rate is 58% lower than it was in 1950; for Latin America it is 56% 
lower and for Europe 47% lower. 

Natural population growth rates are thus entering periods of declining growth or outright 
decrease and we are seeing a growing proportion of elderly dependants and a decline in the 
working population.  

The continuing pressures on state funded schemes, partly due to longer life spans but also in 
part due to historical under funding and recent market impact, make private pension funding 
more important than ever. The Organisation for Economic Co-operation and 
Development (OECD) is calling for much higher levels of collaboration 
between the state and private companies to manage the growing 
issue of longevity and retirement planning. 

When would you like 
to retire? 
The trend of the 1980’s and 1990’s 
was to retire before 60 and ideally 
at age 55. However, with average 
life expectancies increasing 
globally, the more recent trends 
are now moving up towards 65 
to 68. Many people are taking a 
more gradual phased approach 
to retirement through flexible 
working and therefore staying in 
the workforce longer. 
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Welcome to this 2010 edition of the Plan newsletter. 

The new flexible retirement option for members aged over 55 
announced towards the end of last year is already proving popular, 
with a number of members taking up the option.

The world economy seems to be much recovered from 12 months 
ago, but many uncertainties remain. See BlackRock’s view in the 
market summary at the back of this newsletter.

David Coles, VP Pensions



International Savings and Retirement Plan March 2010 Newsletter Page 02

Please remember to keep your beneficiary nominations up-to-date

It is extremely important that Zurich hold up-to-date beneficiary information for all plan 

members. Although often a sensitive subject, you need to be aware that if this information isn’t 

held then the financial security of your loved ones could be at unnecessary risk in the event of 

your death.

If you need to change your information or if you are still yet to nominate your beneficiary please 

log on to Zurich International online (ZIO) and complete the process.

A step-by-step guide to completing beneficiaries online was included in the previous newsletter, 

which can be found in the ‘Literature’ section of ZIO. 

How much will you need to achieve your
retirement goals? 
This really is the million dollar question and will depend on a 
number of variables including but not restricted to: 

•	 Do	you	have	property	assets	that	can	be	released	or	
partially released? 

•	 Does	your	spouse	or	partner	also	have	a	pension?	

•	 Do	you	intend	to	travel	or	relocate?	If	yes,	what	are	the	
costs involved, what is the tax situation, is there any 
inheritance tax burden, what is the cost of living for
basic day to day items and what is the provision and
cost of healthcare? 

•	 How	much	is	your	retirement	pot	worth	today?	What	are	
your company contributions and what is your personal 
level of contribution? 

•	 The	level	of	price	inflation	between	now	and	when	you	
are due to retire needs to be considered as it will affect the 
value of your current savings when you come to spend 
them in the future.

•	 Most	people	don’t	seriously	consider	their	pension	until	
they are in their late 30’s or early 40’s. If you are 40 with 
no existing pension investments, wish to retire at age 60 
and receive 2/3 of your income for a 20 year retirement 
period it is estimated that your combined employer and 
employee pension contributions would need to be a 
staggering 62% of your basic income. This calculation 

assumes net investment returns of 6% per year and 
compound inflation of 2.5% per year. Clearly if you start 
saving earlier, retire later, or have other investments this 
would need to be factored in and would reduce the 62% 
number significantly. However, it is no wonder most people 
expecting to retire find that their retirement fund is not 
sufficient to meet their needs. 

Additional voluntary contributions into your retirement 
account are one way you can improve your finances in 
retirement.  

Why should you make voluntary contributions into your IHG 
sponsored plan?

•	 It	may	help	you	to	retire	early;

•	 Maybe	you	haven’t	made	any	or	sufficient	pension	savings	
to date;

•	 IHG	currently	pick	up	the	administration	fees	so	it	is	a	very	
cost effective way to invest;

•	 You	have	access	to	world	class	investment	funds	with	no	
entry or exit costs;

•	 Over	the	longer	term	even	moderate	contributions	can	
generate a significant lump sum at retirement. 

If you want to start making additional voluntary 
contributions to your retirement account please contact your 
Regional IHG HR Representative who will provide you with 
the relevant form.
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New funds 
There have been 15 new funds added to the IHG International Savings and Retirement Plan platform since the last newsletter.

Fund Key points

ZI Schroder ISF 
Global Convertible 
Bond fund

Q3USD 
FWEUR 
R3USD 
FXEUR

•	 With	convertible	bonds,	an	investor’s	participation	in	equities	accelerates	as	equities	perform	positively 
and decelerates when they do not – allowing them to automatically invest in equities at the ideal time 

•	 Convertible	bonds	have	interesting	features	that	make	them	suitable	in	both	inflationary	and 
deflationary environments

•	 Convertibles	have	consistently	outperformed	balanced	strategies	over	time
•	 This	fund	invests	primarily	in	convertible	securities	issued	globally

ZI Schroder ISF 
Asian Convertible 
Bond fund

P3USD 
FVEUR

•	 With	convertible	bonds,	an	investor’s	participation	in	equities	accelerates	as	equities	perform	positively 
and decelerates when they do not – allowing them to automatically invest in equities at the ideal time 

•	 Convertible	bonds	have	interesting	features	that	make	them	suitable	in	both	inflationary	and 
deflationary environments

•	 Convertibles	have	consistently	outperformed	balanced	strategies	over	time
•	 This	fund	invests	primarily	in	convertible	securities	issued	in	Asia	ex	Japan	

ZI Investec 
Investment Grade 
Corporate Bond fund

G3USD 
FTEUR

•	 Investment	grade	bonds	give	exposure	to	the	corporate	sector,	generally	with	lower	risk	than	equities	but	with	
higher income than government bonds

•	 Although	experts	say	that	the	majority	of	gains	in	this	market	have	already	been	made,	they	also	state	that	
valuations remain attractive as a medium term play

•	 The	fund	is	conservatively	managed	and	focuses	on	fundamentally	sound	investment	grade	corporate	bonds

ZI Fidelity Multi 
Asset Navigator

P2USD

•	 This	fund	invests	in	a	mix	of	equities,	property,	commodities,	bonds	and	cash	depending	on	the 
‘Investment Clock’. 

•	 The	investment	clock	generates	growth	and	inflation	readings	based	on	past	trends	and	current	lead	
indicators – these are updated on a monthly basis to form a picture of how the world economy may perform 
over the next three to six months

•	 The	fund	is	built	to	perform	in	all	market	conditions	and	can	pursue	opportunities	wherever	they	occur	in	
the world

•	 The	broad	asset	mix	offers	instant	diversification	and	the	fund	may	be	suitable	as	a	core	holding	that	can	be	
supported by more specialised funds

ZI Franklin 
Templeton Mutual 
Global Discovery

R2USD

•	 This	fund	invest	in	a	portfolio	of	undervalued	companies	from	around	the	world	of	any	size	or	sector	that	
they believe have the potential to deliver long-term capital growth, with particular attention to minimising 
risk to capital

•	 The	fund	is	managed	using	a	proven	investment	strategy	and	disciplined	investment	process	that	can	be	
traced back to 1949, when the first Mutual Series fund was launched in the US

•	 The	fund	is	ranked	1st	quartile	in	its	Morningstar	Equity-Global	sector	over	1,	2	and	3	years	and	since	
launch on 25/10/05

ZI M&G Global 
Basics

M3USD 
FQEUR

•	 This	fund	invests	in	the	companies	that	provide	the	goods	and	services	that	the	world’s	consumers	demand	
– the building blocks of the global economy

•	 It	aims	to	provide	returns	by	accessing	the	long	term	growth	of	emerging	markets	through	investments	in	
companies listed in developed markets

•	 The	emergence	of	new	consumers	in	developing	markets	is	creating	continuing	strong	real	demand	for	a	
variety of goods and services

ZI M&G Global 
Leaders

P2USD

•	 The	M&G	Global	Leaders	Fund	is	a	global	equity	fund	with	a	clear	investment	strategy	–	to	invest	in	
companies which are undertaking positive internal changes that have not yet been recognised by the 
wider market

•	 There	is	no	reference	to	a	benchmark	in	the	stock	selection	process.	The	key	test	is	the	fund	manager’s	
conviction over each company’s prospects of long-term success

ZI BlackRock 
Global Funds World 
Technology

K2USD 
FLEUR

•	 The	World	Technology	fund	seeks	to	maximise	total	return
•	 The	fund	invests	globally	at	least	70%	of	its	total	assets	in	the	equity	securities	of	companies	whose	

predominant economic activity is in the technology sector

ZI Amundi 
Volatility World 
Equities

N2USD

•	 This	fund	operates	on	an	absolute	return	basis	and	aims	to	turn	volatility	in	the	world’s	markets 
into performance

•	 It	seeks	absolute	return	over	a	mid-term	horizon,	even	in	the	declining	phases	of	the	main	markets
•	 Volatility	has	an	inverse	correlation	with	equities	and	can	be	a	good	source	of	diversification	in	a	portfolio



Fund Key points

ZI Jupiter Global 
Financials fund

K3USD
FOEUR

•	 The	fund	invests	predominantly	in	financial	stocks	across	international	markets,	aiming	to	achieve	long	
term capital growth

•	 It	is	has	a	thematic,	high	conviction	style	and	is	managed	by	a	‘best	in	class’	fund	manager	-	Philip	Gibbs	
who also manages a UK financials fund which has returned 824.92% and is 1st out of 746 funds since launch 
in June 1997 to end October 09.

•	 Historic	valuations	offer	attractive	investment	opportunities
•	 Financial	companies	still	make	up	about	20%	of	the	world’s	stock	markets	by	capitalisation

HSBC Amanah 
funds (see below)

•	 HSBC	Amanah	is	the	Islamic	financial	services	division	of	the	HSBC	Group	and	is	well	placed	to	understand,	
structure, and deliver financial solutions that are compatible with the requirements of Shariah. HSBC 
Amanah is one of the leading global players in the Islamic Finance industry

•	 While	Islamic	finance	was	developed	for	the	Muslim	community,	there	is	a	genuine	socio-economic	
component that renders it equally attractive to investors of all faiths. Ethical investment and Islamic 
investment products share common ground and the recent surge in demand for ethical products could 
provide a lift for Shariah investments.

ZI HSBC Amanah 
Asia Pacific Equity

X2USD

•	 The	fund	seeks	long	term	capital	growth	through	the	implementation	of	an	active	management	strategy.
The investments will consist of a diversified portfolio of Asia Pacific ex Japan equity securities

•	 It	is	designed	for	investors	who	want	exposure	to	Asia	Pacific	equities	consistent	with	the	principles	of	
Shariah law and who are seeking portfolio diversification with potentially strong returns over a 5 to 10 year 
period and a fairly high level of volatility

ZI HSBC Amanah 
Europe Equity

Y2USD

•	 The	fund	features	four	key	sources	to	drive	fund	performance	with	active	risk	management:	active	stock	
selection, dynamic country and sector allocation and continuous market exposure management

ZI HSBC Amanah 
Global Equity

Z2USD

•	 The	fund	aims	to	create	long-term	appreciation	of	capital	through	investment	in	well-diversified	portfolio	of	
equities listed worldwide

•	 It	is	designed	for	investors	who	want	exposure	to	global	equities	consistent	with	the	principles	of	Shariah	
law and who are seeking portfolio diversification with potentially strong returns over a 5 to 10 year period 
and a fairly high level of volatility

Henderson Horizon 
China fund

T2USD

•	 A Greater China Fund with Long/Short Strategy (under UCITS III). Unlike most traditional long-only Chinese 
equity funds, the Fund utilises a long/short strategy to expand the scope for out performance

•	 The fund is suitable for investors wanting exposure to Chinese equities and seeking long term capital 
appreciation

•	 The fund is an all cap fund and not style specific. Style rotation, depending on the fund manager’s view on 
our position along the investment cycle, provides greater flexibility for the fund to potentially outperform 
the competition

ZI JPMorgan 
Highbridge 
Statistical Market 
Neutral

ADSEK

•	 This	fund	offers	retail	investors	access	to	a	hedge	fund	strategy	but	though	a	highly	regulated	fund
structure (UCITS III)

•	 The	fund	aims	to	provide	total	returns	in	all	market	environments	through	a	market	neutral	strategy.	
Exposure is primarily to US equity securities and the fund had delivered a positive performance year to date 

•	 The	fund	uses	a	fully	automated	strategy	called	statistical	arbitrage.	This	strategy	aims	to	remove	or	
neutralise market risk in order to benefit from any stock specific returns

•	 Although	this	strategy	sounds	complex,	the	fund	essentially	does	what	a	traditional	
investment manager would do but with far, far more stocks

•	 This	fund	can	potentially	help	to	improve	the	risk/return	profile	of	a	portfolio	
and act as a diversifier due to low correlation to traditional asset classes
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For more details of the new funds as well as the 
rest of the funds that are available on the Plan 
please visit the Zurich International Life fund 
centre	at	www.zurichinternational.com

For details of how to access the fund centre 
please refer to the previous newsletter. 

ZIO is having a facelift... details to follow soon!

DOO Northern Gulf/
General Manager 
Crowne Plaza

Hani Kafafi

•	 Although	this	strategy	sounds	complex,	the	fund	essentially	does	what	a	traditional	
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Summary and market outlook
Produced in association with BlackRock. 

The global economy at the end of 2009 was in a 

fundamentally different position than 12 months 

previously. The final quarters of 2008 and the 

first part of 2009 were characterised by a 

collapse in economic activity in the developed 

and emerging economies. This weakness, 

together with the extreme vulnerability in the 

global financial system, led to concerns that 

recession could give way to depression and 

deflation. In the event, these concerns proved to 

be exaggerated. The global economy began to 

bottom out in the spring of 2009, and during 

the second half of the year, clear evidence of 

global recovery emerged. While the pace of 

recovery was fairly subdued by historic standards 

in the developed economies, in some emerging 

markets the pace of recovery was very rapid.

What changed? 
The most important driver of the improvement 

was the exceptional degree of global policy 

stimulus. This took a number of forms: increases 

in budget deficits, support for vulnerable 

financial institutions, low interest rates and 

aggressive central bank purchases of government 

and corporate bonds. While successful, this 

policy stimulus is also indicative of the recovery’s 

vulnerability. No sustainable recovery has 

historically emerged simply on the back of low 

interest rates and larger budget deficits.

Key issues for 2010 are whether this stimulus will 

be maintained and the extent to which private 

sector demand can begin to replace it.

Material policy tightening appears unlikely in the 

coming year. While budget deficits in a number 

of countries are at unsustainable levels, there 

appears little likelihood of early moves to correct 

them, even in the US and the UK where deficits 

are particularly high. Central banks in the 

developed world still appear focused on the 

fragility of economic recovery, and any increases 

in short-term interest rates are unlikely to occur 

until the second half of the year – if then – with 

any rate increases being very modest. Even if 

implemented, such moves would still leave 

global monetary policy highly stimulative. True, 

risks of higher interest rates are greater in some 

emerging markets, such as India and Brazil, but 

from very low levels to begin with.

This update is designed to provide some 
information on trends which impact long-term 
investments and is provided by BlackRock, fund 
adviser to Zurich International Life.

Zurich International Life (Zurich) does not provide 
investment advice and you should consult your 
relevant financial professional before making or 
changing your investment choices as all investment 
involves risk and past performance is not a guide 
to future performance.

Market update from  
Zurich International Life

Zurich International Life



As a result, it appears unlikely that 2010 will see a 

material shift to a tighter global policy stance, 

even if little additional stimulus is likely to emerge.

A key assumption that policy stimulus will be 

maintained is that inflation remains very low. We 

believe that inflation risks will remain slight. The 

main reason for this is that the global recession 

has left a substantial level of spare capacity, 

significantly more, for example, than in the 

aftermath of the deep global recession in the 

early 1980s. It would be highly unusual for 

inflation to reaccelerate while this level of excess 

capacity persists. For this to be eliminated 

quickly there would have to be a very strong 

economic recovery, which we do not expect.

Inflation risks come from three potential sources.

1. First, rising commodity prices. These are 

already having some impact on headline 

inflation rates globally. For example, US 

inflation was around -1.5% in the summer, 

reflecting the commodity price collapse in the 

previous year. The subsequent rebound in 

commodity prices has seen US inflation 

rebound to flat, and this upward movement 

is likely to continue in the first part of 2010. 

However, while the volatility in inflation has 

clearly increased as a result of the marked 

swings in commodity prices, price pressures 

excluding commodity prices are likely to grind 

lower, with slower wage growth a key 

element in this process.

2. The second inflation risk is in some of the 

stronger growing emerging markets, where 

capacity utilisation rates are typically higher. 

However, these are local risks rather than 

sufficient to deliver a faster global trend.

3. Finally, there have been ongoing concerns 

that central bank financing of large budget 

deficits is potentially highly inflationary. In a 

‘normal’ world, this would be correct, but 

much of the additional liquidity created has 

remained within banking systems, and has 

not permeated through to the broader 

economy. We expect this to remain the case. 

Central bank asset sales are likely to 

accelerate sharply to reduce liquidity should 

this happen in 2010.

What is the outlook for global 
private sector demand in 2010?
In the developed world, there are some clear 

challenges. Banking systems are still reluctant to 

lend and savings ratios may need to rise further 

if mortgage debt is to be paid down. This makes 

it highly likely that personal consumption growth 

will remain subdued, although it should be 

emphasised that the collapse in personal 

spending in the aftermath of the Lehmans crisis 

has since given way to a moderate uptrend, 

which we would expect to be sustained in 2010. 

It is feasible that the collapse in house prices in 

the more troubled residential markets is 

bottoming out.

Much, therefore, hinges on whether companies 

globally are likely to provide more of a stimulus. 

Corporate sectors have spent much of the past 

year very risk averse, and have radically cut back 

on inventories, employment and capital 

spending. There have been recent signs that they 

have been reducing inventories and employment 

more slowly. This swing in the stock cycle has 

been one of the more powerful influences 

fuelling recovery to date. During 2010, we 

expect employment cuts to cease and for capital 

spending to rebound modestly. 

These themes are likely to be relevant across all 

the developed economies. We would be more 

positive on growth prospects in many emerging 

markets, as the growth constraints from low 

savings ratios and troubled banking systems are 

likely to prove less relevant.

In summary, we expect 2010 to mark a further 

period of economic recovery, albeit in most 

instances with the growth upturn remaining 

moderate rather than very strong. Inflation 

and interest rates are expected in general to 

remain low.

Risks around this potential outturn are broadly 

symmetric. The exceptional policy stimulus could 

be even more effective than outlined here in 

reigniting private sector demand, providing 

higher growth than expected. Alternatively, 

ongoing caution on the part of consumers and 

firms could see growth disappoint.
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Important information
Zurich International Life is a business name of Zurich International Life Limited.

Zurich International Life Limited is fully authorised under the Isle of Man Insurance Act 2008 which ensures that the 
Company has sound and professional management and provision has been made to protect policy owners.

For life assurance companies, the Isle of Man’s Life Assurance (Compensation of Policyholders) Regulations 1991, ensure 
that in the event of a life assurance company being unable to meet its liabilities to its policy owners, up to 90% of the 
liability to the protected policy owner will be met.

The protection applies to the solvency of Zurich International Life Limited and does not extend to protecting the value of the 
assets held within any unit-linked funds linked to your policy.

Policy owners will not be protected by the UK Financial Services Compensation scheme.

This bulletin is not intended as an offer to invest.

Zurich International Life is only able to give information on the products of Zurich International Life Limited.

Zurich International Life Limited is registered (Registration No.63) under UAE Federal Law No.6 of 2007 and its activities in 
the UAE are governed by such law.

Zurich International Life Limited is registered in Bahrain under Commercial Registration No.17444.

Zurich International Life Limited is authorised by the Monetary Authority of Singapore to conduct life insurance business  
in Singapore.

Zurich International Life Limited is authorised by the Qatar Financial Centre Regulatory Authority.

BlackRock Investment (UK) Limited is a fund adviser to Zurich International Life Limited and is authorised and regulated by 
the Financial Services Authority. BlackRock is a trading name of BlackRock Investment Management (UK) Limited.

BlackRock Merrill Lynch Investment Managers is the retail division of BlackRock. The Merrill Lynch name and logo are 
trademarks of, and used under licence from, Merrill Lynch & Co Inc.

Calls may be recorded for training and quality purposes.

Issued by Zurich International Life Limited which provides life assurance, investment and protection 
products and is authorised by the Isle of Man Government Insurance and Pensions Authority.

Registered in the Isle of Man number 20126C.

Registered office: 43-51 Athol Street, Douglas, Isle of Man, IM99 1EF, British Isles.

Telephone +44 1624 662266 Telefax +44 1624 662038 www.zurichinternational.com

This document is approved by Zurich International Solutions Limited, UK Life Centre, Station Road, 
Swindon, Wiltshire, SN1 1EL, United Kingdom.

Zurich International Solutions Limited is authorised and regulated by the Financial Services Authority for 
the purposes of promotion of the products offered by Zurich International Life into the United Kingdom.

Other rules of the Financial Services Authority may not apply to Zurich International Life Limited as a  
non-UK based insurer.

The rules and regulations made by the Financial Services Authority and made under the Financial Services 
and Markets Act 2000 may not apply to policy owners outside the United Kingdom.

Zurich International Life Limited is part of the Zurich Financial Services Group which has a representation  
in more than 50 countries.


