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Why are we here?

Interest rate (%)
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Structural factors are here to stay

Estimates of real nevutral interest rates
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Real neutral interest rate (%)
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https://www.newyorkfed.org/research/policy/rstar

Structural factors

 Low inflation & low
expectations, including the
collapse of the Phillips curve

« Aging & demographics

« Saving and household debt
« Productivity growth

«  Wages vs profit balance

«  Wealth inequality

* Innovation & the digital
economy
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Cyclical & events

 Business investment & the

mining boom
« GFC hangover
« COVID-19 Pandemic



Unconventional monetary policy Lt ¢

Int’l bond yields, 30-Jul-20
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https://www.bis.org/publ/cgfs63.htm
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Implications for financial services?

Relative premium price, notional CTP policy

At a high level

140

« Interest rates will be lower for longer 8 120
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+ Retirement products: Low-return SIS IVl eSS
annuity products, income ——Relative premium
odequocy concerns Using the premium model developed by Riley
o tai o i et al, GIS2014
!.ong tailed Insqrance..nghe.r . https://www.actuaries.asn.au/Library/Events/G
insurance premiums, higher liability 1S/2014/GIS201 4RileyEtAlPricingPaper.pdf
valuations

* Investments: Challenge in equity
valuations (risk premium)


https://www.actuaries.asn.au/Library/Events/GIS/2014/GIS2014RileyEtAlPricingPaper.pdf

