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>> Structure of the talk

» Growth of asset-backed pensions
» Implications and OECD messages

» Lesson from Europe’s reforms




>> The growing importance of asset-backed pensions
(assets earmarked for retirement, share of GDP)
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Source: OECD, Global Pension Statistics and OECD Pension Markets in Focus, 2023
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Share of working age population In

asset-backed pensions - compulsory
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Share of working age population In
asset-backed pensions — AE,voluntary
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Allocation of assets earmarked for retirement In
/ / selected asset classes and Investment vehicles
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Source: OECD, Global Pension Statistics and OECD Pension Markets in Focus, 2023
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> Implications and main OECD messages

» Develop multi-pillar systems

» Increase in the assets earmarked for retirement in all countries

» There is a need of long-term investment instead of short-term in order to develop
capital markets, which could lead to better outputs, redistributions, and better
retirement outcomes.

> Diversify the sources to finance retirement

» PAYG-public pensions (current contributions pay for current pensions)

> Asset-backed pensions (contributions are invested, earn a return and at retirement
assets accumulated finance the time in retirement)

» PAYG-public and asset-backed pensions should complement each other (size
and role is a country specific policy decision)

» Cater and address different objectives (social policy, disability; labor market,
incentives), and different risks (social, demographic, financial, macroeconomic)

» Asset-backed pensions have grown in most OECD countries and their pension
systems have become more multi-pillar
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>> Introduce asset-backed pensions with

» And adequate regulatory and supervisory framework so it
works in the best interest of members
» OECD Core Principles of Private Pension Regulation

» And well designed in accordance with international good
practices
» OECD Recommendation for the Good Design of DC Pension Plans




>> OECD Recommendation Good Design

Coherence
Inclusiveness
Contributions
Incentives

Cost efficient plans

Access to appropriate and sustainable investment strategies and
well-design defaults

Ensure protection against longevity risk in retirement
Facilitate the regular monitoring and management of longevity risk
Communication

10. Financial education on retirement and pensions
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>What does European experience tell us?

» PAYG and ABP, DB and DC: the impact of ageing populations (fiscal
sustainability; financial solvency => parametric reforms => contribute more and
for longer periods; adequacy problems)

» There is not one European way:

» Denmark and the Netherlands (asset-backed, Dutch now moving to DC);

» Germany, France and Spain: mainly PAYG DB, introducing individual DC accounts
» UK (Chile and Australia, Denmark) no-contributive PAYG and ABP: AE
>

CEE asset-backed pensions employer-linked voluntary
» Design PO Phase at the same time than accumulation (Cohernece)

» Reversals: shifting contributions from PAYG instead of new contributions (liabilities); fees no

align with the services provided by pensions funds, careful about introducing competition.

» We will hear about Iceland
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>>What does European experience tell us?

>
>

Coherence

Inclusiveness: AE (Italy, UK, Germany and Spain): compulsory for employers;
through social bargaining (employers and employee's negotiations): Germany
Spain, always like that in the Netherlands.

Informality: self-employed have to participate and save for retirement (lower
income on average when it includes professionals)

Contributions: high contributions (>= 18), employer contributions (matching);
CEE => come for new savings

Incentives if voluntary: different socio-economic groups; matching, subsidies,

Costs align with services provided



>> What does European experience tell us?

>

>

Investment: CEE and other countries have too conservative portfolios
=> low returns => distrust; dismantle.

Investment: Defaults, life-cycle, ESG (but how?)

Mortality tables: update regularly, relevant population, incorporate
future improvements in mortality and life expectancy improvements.
Especially when there are promises (liabilities).

Pay-out phase: pensions then protection for longevity risk. NGLTRILP

Communication: trust; dashboards, technology




GRACIAS
¢, Preguntas?

OECD work on pensions

B)) OECD
BETTER POLICIES FOR BETTER LIVES


http://www.oecd.org/insurance/private-pensions
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