A

C,+B+A=1+Y
B® =(1+r°)B

C,=(+r®)B+(+r")A-BS

U(C,)+ pv(B°)+ (- pU(C,)+ @~ pN(B°)
A 1I’_ .

-18-



(1996)

Eckstein, Zvi, Martin Eichenbaum, and Dan Peled (1985), “Uncertain Lifetimes and the
Welfare EnhancingProperties of Annuity Markets and Social Security,” Journal of
Public Economics, vol. 26, No. 5, April, pp. 303-326.

Mitchell, Olivia S., James M. Poterba, Mark J. Warshawsky, and Jeffrey R. Brown
(1999), “New Evidence on the Money’'s Worth of Individual Annuities,” American
Economic Review, Vol. 89, No. 5, December, pp. 1299-1318.

Abel, Andrew B. (1985), “Capital Accumulation and Uncertain Lifetimes with Adverse

Selection,” Econometrica, Vol. 54, No. 5, September, pp. 1079-1097.

-19-



