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Manulife has upped the ante on 
its competitors in the guaranteed 
minimum withdrawal benefit mar-
ket. The insurer has added a life-
time guarantee on the withdrawals 
of  its IncomePlus product line. 

In October 2006, Manulife 
launched IncomePlus, the coun-
try’s first GMWB product, which 
is an add-on feature that can be 
purchased with a segregated fund 
contract. IncomePlus guaranteed a 
monthly retirement income from 
the fund for a period of  20 years, 
regardless of  how the underlying 
investment performed. 

The company is now extend-
ing that guarantee to the lifetime 
of  the investor, starting after De-
cember 31 in the year the investor 
turns 65. There will be no increase 

to any IncomePlus fees or fund 
management expense ratios for the 
lifetime extension.

In the GMWB’s first 10 
months, Manulife was able to sell 
more than $2 billion in Income-
Plus products. This success high-
lighted the growing demand for 
investment products designed for 
investors entering their last decade 
before retirement, according to 
Moshe Milevsky, associate profes-
sor of  finance at York University’s 
Schulich School of  Business. 

Milevsky calls this stage of  in-
vesting the “retirement risk zone” 
because sustaining losses to accu-
mulated wealth can significantly 
reduce a retirement nest egg, since 
there is a relatively short time-
frame to recoup losses.

By removing the 20-year cap 
on IncomePlus, Manulife has re-
sponded to one of  the major criti-
cisms of  GMWBs: that the prod-
uct does protect an investor’s nest 
egg but does not address the fact 
that many retirees will be retired 
for a lot longer than two decades.

“Life expectancy in retirement 
actually increases as people age,” 
says Milevsky. “In other words, 
retirees are chasing their ever-in-
creasing life expectancy. It’s there-
fore important for people to rec-
ognize the longevity risk they face 
and create a financial management 
strategy that hedges or insures 
against the possibility of  30 or 
more years of  retirement.” 

J. Roy Firth, executive vice-pres-
ident of  Manulife Investments, 
says Manulife was confident a 20 
year guarantee was enough to last 
most lifetimes, but advisors have 
been asking for an explicit lifetime 
guarantee.

“The life-time guarantees are 
present in the U.S. market, so it 

something that we were looking at 
very closely,” Firth says. “Research 
shows that adding a lifetime guar-
antee will makes IncomePlus more 
marketable and will create even 
further demand,” he says. 

The product tweak may also be a 
way for Manulife to re-distinguish 
itself  in the GMWB market. Sun 
Life Financial co-launched a similar 
product in April with CI Financial, 
called SunWise Elite Plus, which 
marketed itself  on its flexibility and 
availability on a larger selection of  
Sun Life/CI mutual funds. 

Manulife has expanded the num-
ber of seg funds which will be avail-
able with the IncomePlus option to 
25. The company is also extending 
the maximum length of its yearly 
5% bonus to investors who defer 
their withdrawals from 10 years 
to 15 years. This extension allows 
Manulife to more effectively market 
IncomePlus to younger investors. 

While this was not the target 
demographic for IncomePlus, but 
Firth says financial advisors have 

been asking Manulife to tailor the 
product to meet the needs of  their 
younger clientele.

“A younger 45- or 50-year-old 
investor, who is maybe 15 years 
away from retirement, can realize 
a minimum 75% increase in their 
investment guarantee if  they don’t 
touch the money for that period of  
time,” Firth says. “They may have 
slightly different investment profiles 
than older IncomePlus investors, so 
they may want to add it to more ag-
gressive funds. They may want to 
use leverage, because a lot of inves-
tors in that age category do.”

 An Investor Economics study 
estimates that the Canadian mar-
ket demand for GMWB products 
could be as high as $40 billion 
within the next five years. 

As of  right now, Sun Life says 
it does not have any plans to offer 
similar changes to SunWise Elite 
Plus. The lifetime extension will 
automatically be made available to 
current IncomePlus investors on 
December 31, 2007. 	 AER

Insurers Fight to Keep  
Retiring Group Assets 
Rollover into new distribution essential
by Mark Noble 

The country’s largest insurers are 
making a concerted effort to bring 
together their distribution net-
works for group and individual re-
tirement products before the baby 
boomers exit the workforce. 

Upon retirement, millions of  
boomers will leave behind their 
employee benefit plans. And their 
group plan providers hope they 
will simply “rollover” into another 
distribution network owned by 
them. 

This is primarily an issue for 
pension plan providers who will 
have to make up hundreds of  
thousands of  dollars in assets un-
der management for each depart-
ing plan member. 

“Right now if  you add up de-
fined benefit pension plans, group 
RRSPs and similar accumulation 
plans in Canada you’ve got about 
$80 billion dollars. The industry 
is seeing about 10 to 12% of  that 
leaving every year,” says Tom Reid, 
vice-president of  rollover markets 
for Sun Life’s Group Retirement 
Services. “From employees leaving 
their companies, either through job 
change or retirement, the money in 
motion is probably around $8 bil-
lion to $10 billion every year.”

Rollover was one of the key fac-
tors in the rebranding of Clarica 
into Sun Life. At the time, Kevin 
Dougherty, the president of Sun 

Life Financial Canada, noted that 
part of Clarica’s rebranding was to 
leverage Sun Life’s group brand in 
anticipation of its retiring group 
plan members. Now, the company 
has created an entire sector within 
its pension division devoted to re-
taining group plan members in their 
investment products.

“We look at the client money 
that is leaving our Sun Life admin-
istered pension plans and then we 
look at our retention rate,” Reid 
explains. “Our retention rate has 
been in the mid-20s, and it has 
crept over the last several quarters 
so it’s probably now moved up 
over 30%.”

While 30% may seem like a 
modest retention rate for a large 
plan provider like Sun Life, the 
moderate increase in retention has 
translated into massive sales.

“Last year, we did about $545 
million in sales in our rollover 
business and the rest of  the pen-
sion business in aggregate did 
about $300 million, approximate-
ly,” Reid says. “The expectation is 
our rollover business is going to 
grow in the 15% to 20% range 
over the next few years.”

He attributes part of  this suc-
cess to a call centre the company 
set up last December. The call 
centre has 12 licensed financial 
advisors who contact plan mem-

bers and offer advice on their re-
tirement plans. These advisors are 
paid a salary.

Reid says members can choose 
to use the call centre service for 
basic advice on retirement assets 
or they can opt for a face-to-face 
relationship with one of  their ca-
reer sales force or an independent 
advisor. Advisors are compensated 
by Sun Life if  the member remains 
in the group products. 

Sun Life has also tried to build 
relationships with advisors and 
exiting plan members by making 
their group products easily por-
table for a single investor. Reid 
believes transferable group invest-
ment products will meet the spe-
cific asset mix of  85% of  the plan 
members so they can continue 
with the group retirement plan. 
The only difference would be a 
slight increase in the MER to ac-
count for their advisor’s compen-
sation.

Mike Collins, vice-president of  
marketing of  Manulife Financial’s 
group savings and retirement solu-
tions, says his company has also 
been effectively using transfer-
able group investment product, 
particularly through the use of  a 
group RRIF that they market to 
the independent financial advisor’s 
of  their group plan members.

“We introduced a group RRIF 
the fall of  2005 and it’s been grow-
ing at a very quick 150% semi-an-
nually,” Collins says. “It has a gen-
erally lower MER higher on the 
investments, slightly higher than 
what they were on the accumula-
tion on the payout. It’s definitely 
lower than the MER you would 

see in the retail environment.”
Part of  the way Manulife has 

tapped into the group RRIFs 
and their other transferable group 
products is by developing relation-
ships with independent retail advi-
sors, who already work with plan 
sponsors.

Maintaining a relationship with 
group clients and following them 
into retirement can have a substan-
tial pay-off, Collins points out. 
After all, retirees are living longer 
and much of  the wealth that leaves 
the group plans upon retirement 
will be re-invested in order to pro-
vide for a longer life-span. 

“According to StatCan, as of  
2005, individuals between the 
ages of  45 and 64, have about 
$360 billion in pension assets in 
Canada. It doesn’t all get paid out; 
instead it moves over into differ-
ent types of  investment vehicles,” 
Collins says. “A lot of  that money 
keeps growing.”

He admits the boomers repre-
sent a huge transfer into the retail 
network, but he believes pensions 
are not only going to be able to fa-
cilitate the boomer payout but are 
going to continue to grow, making 
the group distribution network 
increasingly the most lucrative for 
wealth management.

Collins notes a U.S. study from 
the National Bureau of  Economic 
Research that shows pension assets 
will grow ten-fold from 2000 un-
til 2040. In 2000, the average 65 
year-old in the U.S. had $29,000 
in pension assets, in constant U.S. 
2000 dollars, that average figure 
will be in the range of  $269,000 
to $425,000.

“There is a real misconception 
that group retirement plans are go-
ing to disappear. But it’s going to 
be business as usual, except when 
the boomers flow through it’s go-
ing to be a lot busier,” he says. 

And that busyness may also ex-
tend to group benefits plans. Rob 
Hoskins, assistant vice-president 
of  group benefits marketing for 
Manulife Financial, says group 
benefit plans dominate the ben-
efits category, particularly in the 
largest growth area for boomers 
which is health care. He notes 
that 97% of  the country’s health 
care coverage belongs to group 
plans versus 3% to individual 
providers. 

Currently, there isn’t a lot of  
growth for retail agents to capital-
ize on retiring group plan mem-
bers, since their life insurance cov-
erage is convertible, and the need 
for some of  the lucrative living 
benefits such as disability and crit-
ical illness are generally not geared 
towards retirees, Hoskins says. 

But he believes there may be 
a huge market opening for long-
term care insurance, a growing 
retirement product that virtually 
no group plans are currently pro-
viding. 

“We’ve had a handful of  cur-
rent plan sponsors wondering if  
they’re going to terminate their 
health care for retiring employees, 
is there anything else they can pro-
vide?” Hoskins notes. “It’s certain-
ly a question that’s out on the table 
right now but I don’t think we’ve 
developed any solid answers. Usu-
ally it’s means using an individual 
product.”	 AER
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