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1. Abstract

The risk of receiving an inappropriate level of pension on retirement in a Defined Contribution
scheme is unacceptably high for many individuals. The aim of this research is to propose a model
that compensates the investment and the annuity risk assumed by these individuals. A Hybrid
Pension Fund that is accumulated similar to a Defined Contribution plan but with non-constant
contributions, adjusted at each point time t depending on the value of a notional target which is
based on a Defined Benefit fund, is proposed in this research. The main results show that by vary-
ing the value of the contributions, any differences between the value of the fund and the value of
a pre-defined target are counteracted. Varying the value of the contributions and reviewing the
value of the pre-defined target every time t, allows for a conservative asset allocation through the
working life of an individual.
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