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A temporary, two-year suspension of pension 
payments known as the pension holiday  
officially came to an end for non-Caymanians on 
April 25, 2012. 

If you were one of the 437 non-Caymanian Silver Thatch members who 
participated in the pension holiday, we recommend that you check to make 
sure your employer has resumed deducting pension contributions from your 
pay. Your employer must also resume submitting employer contributions to 
your personal pension account.

In an effort to reduce financial burden caused by the global recession and 
to stimulate the economy, the government introduced this voluntary holiday 
for both Caymanian and non-Caymanian workers. For the specified holiday 
period (April 26, 2010 to April 25, 2012) pension plan members had the 
option to suspend their basic 5% pension contribution and receive it as part 
of their regular pay. Similarly, matching employer contributions were also 
suspended if the workers agreed to voluntarily participate in the holiday.

According to a recent census, less than 8% of the total Cayman Islands’ 
workforce took part in the holiday. The low participation is proof that the 
majority of Caymanians and non-Caymanians remained committed to 
making the most of their long-term retirement savings. 

While Caymanian pension plan members had to resume contributions back 
in April 2011, non-Caymanians had an extra year to continue receiving their 
pension contributions as regular pay. With the pension holiday officially over 
for everyone, basic pension contributions by employers and members should 
have resumed. 

Whether you are a Caymanian or non-Caymanian, now that the pension 
holiday is officially over, the money you save in the Silver Thatch Pension 
Plan is yours to keep and build on – so that you can look forward to the 
retirement you deserve.

Important! If you participated in the holiday, monitor your 

pay slips to ensure that pension deductions have resumed. 

If your payroll does not reflect your pension deductions, 

please notify your Human Resources Manager.
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Is the contribution cap holding you back?

High income earners: 

If your annual earnings are $60,000 or more, your required contributions  
are “capped” at $3,000 and the same amount again for your employer. 
That’s because as participants in Silver Thatch Pensions, you and your 
employer are required to make equal pension contributions totalling 10% 
of your earnings (5% each), up to maximum earnings of $60,000 per 
calendar year. While this contribution cap may leave more income in your 
hands today, in the longer term it could leave you with a retirement savings 
shortfall if you expect to maintain your lifestyle in retirement. 

To show how this contribution cap can hurt higher income earners over  
the long run, we’ve put together a sample estimate of a plan member’s 
career-long Silver Thatch savings. Keep in mind this is a rough estimate 
based on specific assumptions. The retirement income you receive will 
depend on your own personal circumstances, which may be quite different 
from the example below.

Savings growth

Meet plan member Icelynn. She begins her Silver Thatch contributions at 
age 30, starting with employment earnings of $60,000 in her first year. 
Throughout her career, Icelynn makes basic pension contributions of 5% 
and her employer makes a matching contribution. How much will she save 
over the course of her career? More importantly, will it be enough?

Using the Retirement Calculator, found on the Silver Thatch website 
at www.silverthatch.org.ky/retirement-calculator.html, we plugged 
in Icelynn’s numbers and made some basic assumptions. Erring on the 
conservative side – so we don’t overestimate her retirement savings – let’s 
assume the following:

• Icelynn will retire at age 60.

• Her employment earnings will increase annually by an average of 3% 
(including annual merit increases and promotions). This means after 30 
years on the job, Icelynn’s annual earnings at retirement will have grown 
to about $145,000.

• Because her annual earnings are at or above the maximum level of 
$60,000, Icelynn’s contributions are capped at $3,000 each year and will 
not increase. Her employer’s annual contributions would also be capped 
at $3,000.

• Between now and retirement, her savings will earn an average annual 
return of 6%.

Based on these assumptions, Icelynn’s Silver Thatch Pensions account will be 
worth about $502,810 when she retires at age 60. Using a conservative rule 
of thumb, she’ll need to replace at least 50% of her income in retirement, 
or about $72,500 per year (while this may seem like a healthy income in 
today’s dollars, keep in mind that the spending power of a dollar will be 
greatly reduced 30 years in the future). To generate that much income, she’ll 
need $1,062,465 in savings. That means Icelynn will have a savings shortfall 
of about $559,655.

Savings shortfall

To avoid the prospect of retiring into a much reduced lifestyle, Icelynn has a 
couple of options. She can choose to delay her retirement date and shorten 
the length of her retirement. Or she could increase her contributions beyond 
the $3,000 cap by making Additional Voluntary Contributions (AVCs) and 
building a bigger nest egg over time. That said, Icelynn would need to make 
AVCs of about $6,678 starting in her first year. Alternatively, she could start 
with a lower AVC in her first year, and increase the amount of her AVCs in 
step with the growth of her employment earnings.

Retirement calculator
Simply fill in some basic information – like your age, current pension savings balance, annual contributions – and the calculator will 
estimate what your savings and income will be at the time of your retirement. It will also help determine if you’re saving enough to reach 
your retirement income goal and, if not, tell you how much you need to save to make up the difference.
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Making your AVCs

To make additional voluntary contributions, all you have to do is complete 
an Additional Voluntary Contribution Form. A printable version of the 
form is available on the Silver Thatch website at www.silverthatch.org.ky. 

You can use the AVC form to:

• make AVCs through payroll deduction,
• specify where you want to invest your AVCs,
• move your existing AVC investments from one investment portfolio to 

another, and
• make a lump-sum AVC.

You can also suspend your payroll deduction of AVCs by submitting the  
AVC form to your employer. Just show $0 on the line to indicate your 
regular contribution. If you are not comfortable with choosing how to invest 
your AVCs, no problem. We’ll do it for you. We’ll simply invest your AVCs on 
the same basis as your basic pension contributions.

More information on AVCs is available in the Member Booklet, which can 
also be found at www.silverthatch.org.ky. Or you can contact a client 
services agent at Saxon Administration Ltd.:

• Call: 1 (345) 943-7770

• Fax: 1 (345) 943-7771

• Email: support@silverthatch.org.ky

About this bulletin

This bulletin provides a summary of certain provisions of your Silver Thatch Pension Plan. Complete descriptions are contained in the official Plan documents 
and contracts. Every effort has been made to provide an accurate summary. If there are any differences between the information contained in this document 
and the legal documents, the legal documents will apply. The Board of Trustees reserves the right to change, amend or terminate the Plan subject to regulatory 
approvals, and may be required to do so in response to regulatory or legislative updates.

Why make AVCs

Additional voluntary contributions (AVCs) are an important  
part of the Silver Thatch pension program. These contributions 
allow you to:

• boost your pension income by as much as you want;

• save through the convenience of payroll deductions;

• start, stop or change the level of your contributions at  
any time;

• increase control over your investments – you decide where 
to invest your AVCs, picking from a range of professionally 
managed investment portfolios;

• access to quality investments typically not available to 
investors with modest amounts of money; and

• alter the overall risk-reward position of your investments.
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March 31, 2012 1, 2, 3

Conservative Portfolio 2.92% 2.96% 
Conservative Portolio Benchmark 2.46% 3.14%

Balanced Portfolio 5.62% 1.02%
Balanced Portfolio Benchmark 5.39% 1.33%

Growth Portfolio 8.55% -0.05%
Growth Portfolio Benchmark 8.17% -0.66%

Aggressive Portfolio 9.84% -2.21%
Aggressive Portfolio Benchmark 10.35% -2.39%

Long term strategic asset allocationQuarter (three months) Nine months

• Cash: 3% • Equities: 19%
• Bonds: 65% • Alternative Investments: 13%

• Cash: 3% • Equities: 45%
• Bonds: 41% • Alternative Investments: 11%

• Cash: 3% • Equities: 70%
• Bonds: 18% • Alternative Investments: 9%

• Cash: 3% • Alternative Investments: 7%
• Equities: 90%

1. Returns are expressed net of all investment management fees.
2.  While the income portfolio is made available to members through additional voluntary contributions, sufficient contributions have not accumulated to date in order to implement  

the portfolio.
3.  Each of the portfolios is managed against its own composite benchmark. These benchmarks are: cash: US$ 1-month LIBOR; bonds: Barclays Capital U.S. Treasury Index and Barclays Capital 

Eurodollar Index; equities: MSCI All Country World Index; alternative investments: HFRI Fund of Funds Composite Index. 
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Market summary

Equity investments delivered a strong performance in the first quarter of 
2012, driven by investors’ return to buying equities in January and February. 
This drove gains for all of the Silver Thatch portfolios in the quarter. 
Although equity markets did shrink in March, the gains made during the first 
two months more than offset this. Our long-standing bias toward equities in 
emerging economies was a successful part of our growth during the quarter.

Our fixed-income investments, particularly corporate bonds, were the key 
positive driver of overall growth. These outperformed government bonds 
which have become less attractive as a safe haven investment. Investment 
exposure to gold was also an important part of our success in the first 
quarter, but was a drag on performance during the end of the period. 
Expectations of U.S. quantitative easing faded, which had been a key driver 
of gold’s rise. (Quantitative easing refers to the growth of the money supply).

Performance summary

The key theme dominating financial markets is the tension between 
historically low valuations for “growth” assets (investments with a high 
potential to grow over the long run) versus a generally weakening global 
economic environment. So, any discount or premium that is already reflected 
in an investment’s price is increasingly important. While markets are still 
relatively fragile and easily upset on data reports or events, historically low 
valuations are an attractive and dominant long-term driver for equities. That 
makes short-term market setbacks a potential buying opportunity.

Equities still face big challenges in the short term with central banks on hold, 
investor, economic and market sentiment deteriorating, and the euro-zone 
slipping toward another crisis. That said, our economic outlook remains in 
line with initial forecasts for 2012, and we expect the euro-zone to remain 
intact but experiencing a recession this year.

Investment Review For the quarter ended March 31, 2012

As of March 31, 2012, the combined value of savings held in the Silver Thatch Pension Plan stood at $322.14 million (USD). The table below shows the 
rates of return as of March 31, 2012, for each of the investment portfolio options offered under the Silver Thatch Pension Plan. Also shown (in blue) are the 
corresponding benchmarks. (A benchmarks is the standard against which a fund’s performance is judged).
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While long term prospects remain attractive and global economic activity has 
been broadly positive in 2012, the “Citi U.S. economic surprise indicator” 
has turned negative. As such, economic activity is likely to be neutral at 
best as a short-term investment driver, but more positive in the longer term. 
U.S. economic data has been good, showing strong industrial production, 
returning consumer confidence, purchasing managers’ indices at sound 
levels and healthy job creation.

U.S. corporate results have also been strong. With just over half of the 
companies in the S&P 500 having reported, earnings are 9% ahead of 
expectations. Profit margins are recovering, however, the S&P 500 is near 
the top of the range we forecasted for 2012 and tensions in the euro-zone 
reinforce our cautious short-term stance on equities. Again, historically low 
valuations remain attractive on a longer term view.

Outlook

With more supportive conditions for emerging markets, as shown through 
interest-rate cuts in India and Brazil, many emerging economies are able to 
respond to slowing global growth with policy stimulus. We expect further 
action from emerging economies, including China, to support growth over 
the next few months. This highlights the attraction of both emerging market 
equities and bonds. However, there are also expectations that the currencies 
of emerging countries may come under further pressure in the short term.

We expect oil prices to remain muted, and possibly even fall in the short 
term as tensions over Iran appear to have eased. However, we see gold as 
an attractive investment hedge against this and other risks. We continue 
to favour growth-oriented equities, such as emerging-market and Asian 
equities, while remaining cautious in general.


