
  



0ÅÎÓÉÏÎ 3ÁÖÉÎÇÓȡ 

4ÈÅ 2ÅÁÌ 2ÅÔÕÒÎ 
2017 Edition 

 

 

A Research Report by BETTER FINANCE 

 

 

COORDINATORS 

Michael Klages 

Álex Rodríguez Toscano 

 

CONTRIBUTORS 

Sibille Allgayer  

Lubomir Christoff 

Didier Davydoff  

Laetitia Gabaut  

Johannes Hagen 

Arnaud Houdmont  

Michael Klages  

!ÌÅËÓÁÎÄÒÁ -äÃÚÙďÓËÁ   

%ÄÉÎ -ÕÊÁÇÉç  

Mark Nielsen 

Guillaume Prache  

Álex Rodríguez Toscano 

Joanna Rutecka-Góra 

*ÜÎ £ÅÂÏ  

Marie Vial 

¥tefan Voicu 
  



 

 

 

P
e

n
sio

n
 S

a
vin

g
s: T

h
e

 R
e

a
l R

e
tu

rn
 | 2

0
1

7
 E

d
itio

n 

 
 

1 

¢ŀōƭŜ ƻŦ /ƻƴǘŜƴǘǎ 

 

Foreword .............................................................................................................. 6 

Executive Summary ............................................................................................. 16 

General Report .................................................................................................... 29 

Recommendations ....................................................................................... 62 

Country Case: Belgium ........................................................................................ 65 

Country Case: Bulgaria ...................................................................................... 103 

Country Case: Denmark ..................................................................................... 131 

Country Case: Estonia........................................................................................ 160 

Country Case: France ......................................................................................... 199 

Country Case: Germany ..................................................................................... 223 

Country Case: Italy ............................................................................................ 254 

Country Case: Latvia .......................................................................................... 275 

Country Case: Poland ........................................................................................ 312 

Country Case: Romania ..................................................................................... 345 

Country Case: Slovakia ...................................................................................... 372 

Country Case: Spain .......................................................................................... 406 

Country Case: Sweden ....................................................................................... 442 

Country Case: The Netherlands ......................................................................... 469 

Country Case: United Kingdom.......................................................................... 498 

 



 

 

 

P
e

n
si

o
n

 S
a

vi
n

g
s:

 T
h

e
 R

e
a
l 
R

e
tu

rn
 |
 2

0
1

7
 E

d
iti

o
n 

 
 

2 

!ŎǊƻƴȅƳǎ 
AMC Annual Management Charges 

AuM Assets under Management 

BE Belgium 

BG Bulgaria 

Bln Billion 

BPETR Ψ.ŀǊŎƭŀȅΩǎ tŀƴ-European High Yield ¢ƻǘŀƭ wŜǘǳǊƴΩ LƴŘŜȄ 

CAC 40 Ψ/ƻǘŀǘƛƻƴ !ǎǎƛǎǘŞŜ Ŝƴ /ƻƴǘƛƴǳ плΩ LƴŘŜȄ 

CMU Capital Markets Union 

DAX 30 Ψ5ŜǳǘǎŎƘŜ !ƪǘƛŜƛƴŘŜȄ олΩ LƴŘŜȄ 

DC Defined Contribution plan  

DE Germany 

DG Directorate General of the Commission of the European Union 

DK Denmark 

DWP ¦ƴƛǘŜŘ YƛƴƎŘƻƳΩǎ DƻǾŜǊƴƳŜƴǘŀƭ !ƎŜƴŎȅ 5ŜǇŀǊǘƳŜƴǘ ŦƻǊ ²ƻǊƪ ŀƴŘ 
Pensions 

EBA European Banking Authority 

EE Estonia 

EEE Exempt-Exempt-Exempt Regime 

EET Exempt-Exempt-Tax Regime 

EIOPA European Insurance and Occupational Pensions Authority 

ES Spain 

ESA(s) European Supervisory Authority(es) 

ESMA European Securities and Markets Authority 

EU European Union 

EURIBOR Euro InterBank Offered Rate 

EX Executive Summary 

FR France 

FSMA Financial Services and Market Authority (Belgium)  

FSUG Financial Services Users Group - 9ǳǊƻǇŜŀƴ /ƻƳƳƛǎǎƛƻƴΩǎ 9ȄǇŜǊǘ 
Group 

FTSE 100 The Financial Times Stock Exchange 100 Index 

FW Foreword 

GDP Gross Domestic Product 
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HICP Harmonised Indices of Consumer Prices 

IBEX 35 Índice Bursátil Español 35 Index 

IKZE ΨLƴŘȅǿƛŘǳŀƭƴŜ ƪƻƴǘƻ ȊŀōŜȊǇƛŜŎȊŜƴƛŀ ŜƳŜǊȅǘŀƭƴŜƎƻΩ ς Polish specific 
Individual pension savings account  

IRA United States specific Individual Retirement Account 

IT Italy 

JPM J&P Morgan Indices 

KIID Key Investor Information Document 

LV Latvia 

Mln Million 

MSCI Morgan Stanley Capital International Indices 

NL Netherlands 

OECD The Organisation for Economic Co-Operation and Development 

OFT ¦ƴƛǘŜŘ YƛƴƎŘƻƳΩǎ hŦŦƛŎŜ ŦƻǊ CŀƛǊ ¢ǊŀŘƛƴƎ 

PAYG Pay-As-You-Go Principle 

PIP Lǘŀƭƛŀƴ ǎǇŜŎƛŦƛŎ ΨLƴŘƛǾƛŘǳŀƭ LƴǾŜǎǘƳŜƴǘ tƭŀƴΩ 

PL Poland 

PRIIP(s) Packaged Retail and Insurance-Based Investment Products 

RO Romania 

S&P Standard & Poor Indexes 

SE Sweden 

SK Slovakia 

SME Small and Medium-sized Enterprise 

SPIVA 
Scorecard 

{ǘŀƴŘŀǊŘ ϧ tƻƻǊ 5ƻǿ WƻƴŜǎΩ LƴŘƛŎŜǎ Research Report on Active 
Management performances 

TEE Tax-Exempt-Exempt Regime 

UCITS Undertakings for the Collective Investment of Transferable 
Securities 

UK United Kingdom 
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/ƻƴǘǊƛōǳǘƻǊǎ 
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on topics including public financial management, good governance, socio-economic 

development and migration. 

Lubomir Christoff, PhD, ChFC is co-founder and Chairman of the Institute of Certified 

Financial Consultants (ICFC) in Bulgaria, the only non-governmental body in Bulgaria 

granting financial planning certification to individuals. Christoff is a member of the 

Securities Markets Stakeholder Group at ESMA (European Securities & Markets 

Authority). Previously he has served as an Advisor to the Executive Director of the 

World Bank and Chief Economist of the Bulgarian National Bank. 

Didier Davydoff ƛǎ ǘƘŜ ŘƛǊŜŎǘƻǊ ƻŦ ǘƘŜ 9ǳǊƻǇŜŀƴ {ŀǾƛƴƎǎ LƴǎǘƛǘǳǘŜ όάhōǎŜǊǾŀǘƻƛǊŜ Ře 

ƭϥ;ǇŀǊƎƴŜ 9ǳǊƻǇŞŜƴƴŜέύΣ ŀ ƴƻƴ-profit organisation promoting and coordinating data and 

research on European savings. Since 2011, he is the CEO of INSEAD OEE Data Services, 

the first web-based data aggregator available to European researchers. He is the author 

of numerous articles and books related to savings, stock indices, markets and their 

regulation. 

Laetitia Gabaut is an economist who graduated from the Toulouse School of 

Economics. She joined the European Savings Institute in 2010, where she is in charge of 

ǘƘŜ άhǾŜǊǾƛŜǿ ƻŦ {ŀǾƛƴƎǎέ ǇǳōƭƛŎŀǘƛƻƴΦ {ƘŜ Ƙŀǎ ōŜŜƴ ƛƴǾƻƭǾŜŘ ƛƴ 9ǳǊƻǇŜŀƴ ǇǊƻƧŜŎǘǎ 

ǊŜƭŀǘŜŘ ǘƻ ǎŀǾŜǊǎΩ ōŜƘŀǾƛƻǳǊ ŀƴŘ ǘƻ ǊŜǘƛǊŜƳŜƴǘ ǎŀǾƛƴƎǎΦ 

Arnaud Houdmont is Chief Communications Officer at BETTER FINANCE. Prior to his 

career in communications and reǎŜŀǊŎƘ ƛƴ ǘƘŜ ƘŜŀǊǘ ƻŦ 9ǳǊƻǇŜΣ ƘŜ ŜŀǊƴŜŘ ŀ ƳŀǎǘŜǊΩǎ 

ŘŜƎǊŜŜ ƛƴ Dƭƻōŀƭ /ƻƳƳǳƴƛŎŀǘƛƻƴ ŦǊƻƳ DƻƭŘǎƳƛǘƘΩǎ /ƻƭƭŜƎŜ ŀƴŘ ŀ ōŀŎƘŜƭƻǊΩǎ ŘŜƎǊŜŜ ƛƴ 

International relations from Sussex University. 

Johannes Hagen is an Assistant Professor in Economics at Jönköping International 

Business School in Sweden. He graduated from Uppsala University in 2016 and conducts 

research primarily within the field of public finance with a special interest in retirement 

behavior and pensions. 

Michael Klages is an economist who graduated in international finance and banking & 

finance from the Leibniz University of Hanover. He joined the INSEAD OEE Data Services 

in 2011, where he is responsible for data analysis and complementary data calculations, 

research publications and international projects. 

!ƭŜƪǎŀƴŘǊŀ aŊŎȊȅƵǎƪŀ is the Executive Director of BETTER FINANCE. She is a member 

of the EC Financial Services User Group (FSUG). Previously she worked for the Polish 

consumer and competition watchdog and was an expert on various EU Council Working 

Parties such as the WP on Financial Services. 
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9Řƛƴ aǳƧŀƎƛŏ is a Dutch economist and journalist and holds a degree in Monetary 

9ŎƻƴƻƳƛŎǎ ŦǊƻƳ ǘƘŜ ¦ƴƛǾŜǊǎƛǘȅ ƻŦ ¢ƛƭōǳǊƎΦ IŜ ƛǎ ŀ ƳŜƳōŜǊ ƻŦ ǘƘŜ 9ŎƻƴƻƳƛǎǘǎΩ /ƭǳō ŀǘ 

Project Syndicate and founded the independent macro-economic consultancy Oranje 

[ŜƭƛŜΦ ¸ƻǳƴƎŜǎǘ ŜǾŜǊ ƳŜƳōŜǊ ƻŦ ǘƘŜ aƻƴŜǘŀǊȅ /ƛǊŎƭŜ ƛƴ ǘƘŜ bŜǘƘŜǊƭŀƴŘǎΣ aǳƧŀƎƛŏ ƛǎ 

currently aligned to Tilburg University. 

Mark Nielsen is a Danish freelance researcher and fundraiser with a background as 

project manager on EU-funded projects. He has an MSc in Development and 

International Relations and a Bachelor degree in Public Administration from Aalborg 

University.  

Guillaume Prache is the Managing Director of BETTER FINANCE. He is a member and 

former chair of the ESMA (European Securities & Markets Authority) Securities and 

Markets Stakeholder Group. He is also member of the EIOPA (European Insurance and 

Occupational Pensions Authority) Occupational Pensions Stakeholder Group and of the 

EBA (European Banking Authority) Stakeholder Group. 

Alex Rodriguez Toscano is Policy Officer at BETTER FINANCE. He is a Spanish economist 

from Carlos III University of Madrid with an MSc in Development and International 

Relations from Aalborg University (Denmark). Previously he worked in the Savings and 

Investment department at ADICAE - ǘƘŜ {ǇŀƴƛǎƘ CƛƴŀƴŎƛŀƭ {ŜǊǾƛŎŜǎ ¦ǎŜǊǎΩ ƻǊƎŀƴƛǎŀǘƛƻƴ - 

and published articles with the Economic Commission for Latin America and the 

Caribbean and the Autonomous University of Madrid. 

Joanna Rutecka-Góra is associate professor at the Warsaw School of Economics where 

she conducts research on old-age pension systems, insurance markets and consumer 

protection on financial markets. She cooperated with the Polish Financial Ombudsman 

and was an advisor to the President of the Polish Chamber of Pension Funds. She is an 

active member of the Polish Association of Social Policy, the Polish Pension Group SGH 

and the European Network for Research on Supplementary Pensions. 

Włƴ ~Ŝōƻ is Associate Professor at Matej Bel University in Slovakia and Consultant at the 

Institute of Savings and Investment. He is a member of the Financial Services User 

Group of the European Commission and of the European Insurance and Occupational 

Pensions !ǳƘƻǊƛǘȅΩǎ Occupational Pensions Stakeholder Group. 

Marie Vial is Junior Policy Officer at BETTER FINANCE. She studied French and 

International Law and graduated from Panthéon-Sorbonne University in European 

Economic Law (Master II). She specialised in EMU and Financial Services legislation at 

the College of Europe. She did an internship at the European Commission and worked 

as paralegal for a Law firm in the UK. 

¡tefan Voicu is Research Assistant at BETTER FINANCE. Prior to joining the team, he 

obtained his Master's Degree in E.U. Law from Leiden University and two Bachelor's 

Degrees in French and European Law from the University of Bucharest and from the 

University of Sorbonne-Pantheon I respectively. 
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2017 Edition 

CƻǊŜǿƻǊŘ 

One can supervise only what one can measure: 

Why is this long term savings performance report (unfortunately) unique? 

One of the worst European retail services market  

Investment and private pension products are persistently among the worst 

performing retail services markets of all throughout the European Union 

ŀŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ 9ǳǊƻǇŜŀƴ /ƻƳƳƛǎǎƛƻƴΩǎ ŎƻƴǎǳƳŜǊ ƳŀǊƪŜǘǎ ǎŎƻǊŜŎŀǊŘǎ1. 

¢ƘŜ /ƻƳƳƛǎǎƛƻƴ ŀƭǎƻ Ǉƻƛƴǘǎ ƻǳǘ ǘƘŀǘ άother reasons for not saving long-

term are the often poor performance of financial intermediaries to deliver 

reasonable return and costs of intermediationέ2. 

Pension savings also appear to be one of the few retail services where 

neither the customers nor the public supervisors are properly informed 

about the real net performance of the services rendered to them.  

These features of the pension savings markets may well be connected of 

course. 

The actual performance of this market is unknown to clients 

and to public supervisors  

Indeed, apart from the OECD (the Organisation for Economic Co-operation 

and DevelopƳŜƴǘύ ǇǳōƭƛŎŀǘƛƻƴǎ ƻƴ ǘƘŜ ǊŜŀƭ ǊŜǘǳǊƴ ƻŦ ŎŜǊǘŀƛƴ άǇŜƴǎƛƻƴ 

                                                           
1 Consumer Markets Scoreboard 2016 ς Making markets work for consumers, European 
Commission, 2016. 
2 European Commission - Staff Working Document on long-term financing of the EU 
economy (2013) 
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ŦǳƴŘǎέ3, the contributors to this research report could not find any other 

more complete or more recent published comprehensive series of net real 

pension savings returns for EU countries. Even the recent report produced 

ŦƻǊ ǘƘŜ 9ǳǊƻǇŜŀƴ /ƻƳƳƛǎǎƛƻƴ ƻƴ άǘƘŜ Ǉƻǎƛǘƛƻƴ ƻŦ ǎŀǾŜǊǎ ƛƴ ǇǊƛǾŀǘŜ ǇŜƴǎƛƻƴ 

ǇǊƻŘǳŎǘǎέ4 relies only on the above-mentioned OECD report as far as 

returns and performance are concerned. 

Moreover, as analysed in the previous editions of BE¢¢9w CLb!b/9Ωǎ 

research on the real return of pension savings, the extremely useful data 

reported by the OECD5 are unfortunately quite incomplete: 

ω The most recent OECD publications ƻƴ ǇŜƴǎƛƻƴ ǊŜǘǳǊƴǎΣ άtŜƴǎƛƻƴ 

aŀǊƪŜǘǎ ƛƴ CƻŎǳǎ нлмсέ ŀƴŘ άtŜƴǎƛƻƴ CǳƴŘǎ ƛƴ Cigures ς aŀȅ нлмтέ, 

provide ten-year returns maximum, which is quite a short time frame for 

such long-term products. 

ω Only eight of the Fifteen EU countries covered by BETTER FINANCE are 

reported by OECD for its 10 year data; seven are missing: Bulgaria, 

France, Poland, Romania, Slovakia, Spain and Sweden. 

ω A part of occupational pension products, and most individual pension 

products are missing as well, as OECD performance data include only 

άǇŜƴǎƛƻƴ ŦǳƴŘǎέ ǎǘǊƛŎǘƻ ǎŜƴǎǳΣ ŀƴŘ ŜȄŎƭǳŘŜ ŀƭƭ άpension insurance 

contracts and funds managed as part of financial institutions (often 

banks or investment companies), such as the Individual Retirement 

Accounts (IRAs) in the United StatesέΤ   

ω It is questionable that the OECD was able to capture all expenses borne 

by pension savers - entry fees for example - because the OECD relies 

mostly on reporting by national authorities and, typically, this is not 

something covered by them; 

ω Finally, OECD figures are all before taxes, except for Italy. 

                                                           
3 http://www.oecd.org/finance/private-pensions/oecdpensionsoutlook2012.htm, 
http://www.oecd.org/daf/fin/private-pensions/Pension-Markets-in-Focus-2016.pdf  and 
https://www.oecd.org/pensions/private-pensions/Pension-Funds-in-Figures-2017.pdf  
4 Study on the position of savers in private pension products ς prepared for the DG Internal 
Market of the European Commission and the Financial Services User Group (published in 
August 2013) 
5 bŀƳŜƭȅ ǘƘŜ h9/5 άtŜƴǎƛƻƴ aŀǊƪŜǘǎ ƛƴ CƻŎǳǎ нлмсέ όмΣ р ŀnd 10 year data). 

http://www.oecd.org/finance/private-pensions/oecdpensionsoutlook2012.htm
http://www.oecd.org/daf/fin/private-pensions/Pension-Markets-in-Focus-2016.pdf
https://www.oecd.org/pensions/private-pensions/Pension-Funds-in-Figures-2017.pdf
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This means the European financial supervisors - the European Commission 

and the European financial supervisory authorities (Securities and Markets, 

Insurance and Pensions, and Banking) ς do not know the actual 

performance of the services they are supposed to regulate and supervise. 

The failuÒÅ ÏÆ %ÕÒÏÐÅÁÎ ÓÕÐÅÒÖÉÓÏÒÓ ÔÏ ÒÅÐÏÒÔ ȰÃÏÎÓÕÍÅÒȱ 

performance data  

However, the European Supervisory Authorities (ESAs) have a legal duty to 

ŎƻƭƭŜŎǘΣ ŀƴŀƭȅǎŜ ŀƴŘ ǊŜǇƻǊǘ Řŀǘŀ ƻƴ άŎƻƴǎǳƳŜǊ ǘǊŜƴŘǎέ ƛƴ ǘƘŜƛǊ ǊŜǎǇŜŎǘƛǾŜ 

fields (article 9(1) of the European Regulations establishing the three ESAs).  

To our knowledge, neither the Banking6 nor the Insurance and Pensions7 

Authorities provide any reporting on the performance of retail savings 

products in their fields of competence (respectively bank savings products, 

and life insurance and pension saving products). The Securities and Markets 

ŀǳǘƘƻǊƛǘȅ ƛƴŎƭǳŘŜŘ άǊŜǘŀƛƭ ƛƴǾŜǎǘƻǊέ ǇƻǊǘŦƻƭƛƻ ǊŜǘǳǊƴǎ ƛƴ Ǉŀǎǘ ά¢ǊŜƴŘǎΣ wƛǎƪǎ 

ŀƴŘ ±ǳƭƴŜǊŀōƛƭƛǘƛŜǎέ ǊŜǇƻǊǘǎΣ ōǳǘ ǎǘƻǇǇŜŘ ŘƻƛƴƎ ƛǘ ƛƴ нлмс8. In addition, 

these data were actually capital markets performance data, not retail 

investments performance ones, based on the 5 year average monthly 

returns on a portfolio composed of9: 

ω 47% stocks (Stoxx600: large and mid cap European equities),  

ω 42% deposits (1 year Euribor), 

ω and 11% bonds (Barclays Euro Aggregate 7-10Y).  

Unfortunately such a portfolio has little in common with average retail 

investor portfolios, which - according to ESMA (the European Securities and 

Markets Authority) itself in the following page of its Report - is composed 

of: 

                                                           
6 EBA - http://www.eba.europa.eu/documents/10180/1360107/Consumer+Trends+Report+2016.pdf  

7 EIOPA ς https://eiopa.europa.eu/Publications/Reports/EIOPA-BoS-15-233%20-
%20EIOPA_Fourth_Consumer_Trends_Report.pdf  
8 ESMA ς Trends, Risks, Vulnerabilities Report Nr. 1, March 2016 and Nr. 1, March 2015 
9 ESMA ς Trends, Risks, Vulnerabilities Report Nr. 1, March 2014; this detailed breakdown of 
9¦ ƘƻǳǎŜƘƻƭŘǎΩ ŦƛƴŀƴŎƛŀƭ ŀǎǎŜǘǎ ǿŀǎ ƴƻǘ ƭƻƴƎŜǊ ǇǳōƭƛǎƘŜŘ ŀŦǘŜǊǿŀǊŘǎ ōȅ 9{a!Φ 

http://www.eba.europa.eu/documents/10180/1360107/Consumer+Trends+Report+2016.pdf
https://eiopa.europa.eu/Publications/Reports/EIOPA-BoS-15-233%20-%20EIOPA_Fourth_Consumer_Trends_Report.pdf
https://eiopa.europa.eu/Publications/Reports/EIOPA-BoS-15-233%20-%20EIOPA_Fourth_Consumer_Trends_Report.pdf
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ω 35% deposits (but for the vast majority certainly not returning the one 

ȅŜŀǊ  άƛƴǘŜǊōŀƴƪέ ǊŀǘŜ -Euribor- and not even benchmarked against it), 

ω 32% insurance and pension funds, 

ω 17% stocks, 

ω 7% mutual funds 

ω and 5% bonds. 

Performance: capital markets are not a  proxy for retail 

investments  

And indeed, our experience and findings clearly confirm that capital market 

performances have unfortunately very little to do with the performances of 

the actual savings products distributed to EU citizens. And this is 

particularly true for long-term and pension savings. The main reason for 

this is the fact that most EU citizens do not invest the majority of their 

savings directly into capital market products (such as equities and bonds), 

ōǳǘ ƛƴǘƻ άǇŀŎƪŀƎŜŘ ǇǊƻŘǳŎǘǎέ όǎǳŎƘ ŀǎ ƛnvestment funds, life insurance 

contracts and pension products). 

One could then argue that insurance and pension products have similar 

returns to a mixed portfolio of equities and bonds, since those are indeed 

the main underlying investment components of insurance and pension 

άǇŀŎƪŀƎŜŘέ ǇǊƻŘǳŎǘǎΦ ¢Ƙƛǎ ƛǎ ŀŎǘǳŀƭƭȅ Ƙƻǿ 9{a! ŎŀƳŜ ǳǇ ǿƛǘƘ ƛǘǎ άǊŜǘŀƛƭ 

ƛƴǾŜǎǘƻǊέ ǇƻǊǘŦƻƭƛƻ ǊŜǘǳǊƴ ŎƻƳǇǳǘŀǘƛƻƴΦ .ǳǘ ǘƘƛǎ ǿŀǎ ƴƻ ƳƻǊŜ ǘƘŀƴ ŀ άƭŜŀǇ 

ƻŦ ŦŀƛǘƘέΣ ƛƎƴƻǊƛƴƎ ǎǳŎƘ ǊŜŀƭƛǘƛŜǎ ŀǎ ŦŜŜǎ ŀƴŘ ŎƻƳƳƛǎǎƛƻƴǎ ŎƘŀǊƎŜŘ ƻƴ ǊŜǘŀƛƭ 

products, poǊǘŦƻƭƛƻ ǘǳǊƴƻǾŜǊ ǊŀǘŜǎΣ ƳŀƴŀƎŜǊΩǎ ǊƛǎƪǎΣ ŜǘŎΦ /ƘŀǊƎŜǎ ŀƭƻƴŜ 

totally invalidate this approach. 

The tables below show two striking ς but unfortunately not uncommon ς 

real examples of this largely ignored reality: capital market performance is 

not a valid proxy for retail investment performance and the main reasons 

for this are the fees and commissions charged directly or indirectly to retail 

customers. The European Commission itself publicly stressed this fact (see 

footnote 2 above). 
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Table FW 1. Real case of a Belgian occupational pension insurance 

Capital markets vs. Belgian Occupational pension insurance 2000-2016* 
performance 

Capital markets (benchmark index**) performance 

Nominal performance 100% 

Real performance (before tax) 44% 

Pension insurance performance (same benchmark**) 

Nominal performance 33% 

Real performance (before tax) -4% 

*   To 30/06/2016 

** 50 % Equity / 50 % bonds (MSCI World equity index10 and JPM Euro Govt Bond Index 
invested on 31/12/1999 

Sources: BETTER FINANCE, provider 

 

In ǘƘŜ ǊŜŀƭ ŎŀǎŜ ŀōƻǾŜΣ ǘƘŜ ǇŜƴǎƛƻƴ ǇǊƻŘǳŎǘΩǎ ƴƻƳƛƴŀƭ ǊŜǘǳǊƴ ŀƳƻǳƴǘŜŘ ǘƻ 

just a third of the return of its chosen capital market benchmark. Belgian 

ƻŎŎǳǇŀǘƛƻƴŀƭ ǇŜƴǎƛƻƴ ƛƴǎǳǊŀƴŎŜ ŦǳƴŘǎ όάDǊƻǳǇŜ !ǎǎǳǊŀƴŎŜ tŜƴǎƛƻƴέύ 

ǳƴŦƻǊǘǳƴŀǘŜƭȅ ŘƻƴΩǘ ŘƛǎŎƭƻǎŜ ƻǾŜǊŀƭƭ ŀƴƴǳŀƭ fees (fees charged at the 

ǳƴŘŜǊƭȅƛƴƎ άǳƴƛǘέ ƻŦ ŦǳƴŘ ƭŜǾŜƭ Ǉƭǳǎ ǘƘƻǎŜ ŎƘŀǊƎŜŘ ŀǘ ǘƘŜ ƛƴǎǳǊŀƴŎŜ ŎƻƴǘǊŀŎǘ 

level; see Belgian case study annex in this report). 

  

                                                           
 

 

10 "Information has been obtained from sources believed to be reliable but J.P. Morgan does 
not warrant its completeness or accuracy. The Index is used with permission.  The Index may 
not be copied, used, or distributed without J.P. Morgan's prior written approval. Copyright 
2015, J.P. Morgan Chase & Co.  All rights reserved." (J.P. Morgan) 
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11 

 

Lƴ ǘƘŜ ǊŜŀƭ ŎŀǎŜ ƛƭƭǳǎǘǊŀǘŜŘ ŀōƻǾŜΣ ŀ ǎƻ ŎŀƭƭŜŘ ǊŜǘŀƛƭ /!/ пл άƛƴŘŜȄέ ŦǳƴŘ11 

actually under-performed the relevant equity index by 8,300 basis points 

after twelve years of existence (+34% instead of +117% for the benchmark 

from 2003 to 2016), with the performance gap fully attributable to fees. 

The fund has also massively destroyed the real value of iǘǎ ŎƭƛŜƴǘǎΩ ǎŀǾƛƴƎǎΣ 

                                                           
11 Wrapped in an insurance contract as suggested by the distributor. 
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Graph FW I. Real case of French retail equity fund
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* Dividends revinvested
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Source: BETTER FINANCE research, fund manager
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as inflation has been almost twice as high as its nominal performance.  It is 

quite surprising that with such a huge return gap vis-à-vis its benchmark, 

ǘƘƛǎ ŦǳƴŘ ƛǎ ǎǘƛƭƭ ŀƭƭƻǿŜŘ ǘƻ ǇƻǊǘǊŀȅ ƛǘǎŜƭŦ ŀǎ ŀƴ άƛƴŘŜȄ-ǘǊŀŎƪƛƴƎέ ƻƴŜΣ ŀƴŘ ǘƘŀǘ 

no warning is to be found on the Key Information Document (KIID) of the 

fund (although required by EU law).  

Another issue for European savers revealed in this graph is the use by 

ƛƴǾŜǎǘƳŜƴǘ ǇǊƻŘǳŎǘ ǇǊƻǾƛŘŜǊǎ ƻŦ ƴŀǊǊƻǿ όƭŀǊƎŜ ŎŀǇ ƻƴƭȅ ƻǊ άōƭǳŜ ŎƘƛǇέύ 

equity indexes instead of broader ones, although they claim the former to 

ǊŜǇǊŜǎŜƴǘ άǘƘŜ Ŝǉǳƛǘȅ ƳŀǊƪŜǘǎέ ŀǎ ŀ ǿƘƻƭŜΦ ¢Ƙƛǎ ǇǊŀŎǘƛŎŜ Ƙŀǎ ǇǊƻǾŜƴ 

detrimental both: 

ω to investors as this graph shows (the French large cap equity market 

underperformed the actual global French equity market by 26 

percentage points over the last 17 years: +42% versus +68%); 

ω and to European SMEs since a lot of investment inflows are thus 

directed to large caps only, instead of broader instruments including mid 

and small caps. 

ESMAΩǎ approach of mistaking capital market returns for retail investment 

ones, is unfortunately widespread in available public research. This is, for 

example, the case of the latest research report published by the European 

Commission on this topic (see footnote 4). 

The European Union was completely right to legally require the Supervisory 

!ǳǘƘƻǊƛǘƛŜǎ ǘƻ ŎƻƭƭŜŎǘΣ ŀƴŀƭȅǎŜ ŀƴŘ ǊŜǇƻǊǘ ƻƴ 9ǳǊƻǇŜŀƴ ǎŀǾŜǊǎ άǘǊŜƴŘǎέΦ  ²Ŝ 

learn in business schools that one can manage and supervise only what one 

can measure. And one major legal responsibility assigned to the European 

ǎǳǇŜǊǾƛǎƻǊȅ ŀǳǘƘƻǊƛǘƛŜǎ ƛǎ ǘƻ άtake a leading role in promoting transparency, 

simplicity and fairness in the market for consumer financial products or 

ǎŜǊǾƛŎŜǎ ŀŎǊƻǎǎ ǘƘŜ ƛƴǘŜǊƴŀƭ ƳŀǊƪŜǘΣ ƛƴŎƭǳŘƛƴƎ ōȅΧ ŎƻƭƭŜŎǘƛƴƎΣ ŀnalysing and 

ǊŜǇƻǊǘƛƴƎ ƻƴ ŎƻƴǎǳƳŜǊ ǘǊŜƴŘǎΧέ 
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2015: The European Commission to require an analysis of the 

actual net performance of long term and pension savings  

On 30 September 2015, the European Commission released its Action Plan 

on building a Capital MaǊƪŜǘǎ ¦ƴƛƻƴ όά/a¦έύΦ BETTER FINANCE was happy 

to see that the lack of transparency and of analysis of the real net 

ǇŜǊŦƻǊƳŀƴŎŜ ƻŦ ǇŜƴǎƛƻƴ ǎŀǾƛƴƎǎ ƛǎ ŀŘŘǊŜǎǎŜŘ ƛƴ ǘƘƛǎ !Ŏǘƛƻƴ tƭŀƴΥ άTo further 

promote transparency in retail products, the Commission will ask the 

European Supervisory Authorities (ESAs) to work on the transparency of 

long-term retail and pension products and an analysis of the actual net 

performance and fees, as set out in Article 9 of the ESA RegulationsέΦ 

However, as of August 2017 ς two years later - the ESAs had not received 

any mandate from the European Commission, and had not started any work 

on this Action. Any refrence to the CMU Action itself has disappeared from 

ǘƘŜ WǳƴŜ нлмт ά/a¦ aƛŘ-ǘŜǊƳ ǊŜǇƻǊǘέ ŀƴŘ was merged into another 

broader ƻƴŜ ƻƴ άǊŜǘŀƛƭ ƛƴǾŜǎǘƳŜƴǘ ǇǊƻŘǳŎǘ ƳŀǊƪŜǘǎέΣ ǿƛǘƘƻǳǘ mentioning 

any next steps for completion. 

In addition, in the meantime, the European Commission has eliminated all 

disclosures on the past performance of investment funds and on their 

benchmarks in the KŜȅ LƴŦƻǊƳŀǘƛƻƴ 5ƻŎǳƳŜƴǘ όYL5ύ ƛƴ ƛǘǎ άtwLLtǎέ12 

delegated act of 8 March 2017.  This severe step back in transparency and 

in investor information is totally inconsistent ith the CMU initiative, and it 

will deprice EU savers from knowing if the investment products have made 

ŀƴȅ ƳƻƴŜȅ ƻǊ ƴƻǘ ƛƴ ǘƘŜ Ǉŀǎǘ ŀƴŘ ƛŦ ǘƘŜȅ ƘŀŘ ƳŜǘ ǘƘŜƛǊ ƳŀƴŀƎŜǊΩǎ 

investment objectives or not. It will also prevent independent researchers 

ǎǳŎƘ ŀǎ .9¢¢9w CLb!b/9 ǘƻ ŎƻƴǘƛƴǳŜ ǘƻ ƳƻƴƛǘƻǊ ƛƴŘƛǾƛŘǳŀƭ ǇǊƻŘǳŎǘǎΩ 

returns (such as the one illustrated on Graph FW I) in the future. 

A customer -based approach to pension savings returns  

It is the ambition and challenge of this research initiated by BETTER 

FINANCE and its partners to collect, analyse and report on the actual past 

performance of long-term and pension savings products for the customer. 

                                                           
12 PRIIPs: packaged retail and insurance-based investment products. 
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Our first report in 2013 established the methodology that is also used for 

this much-expanded 2016 edition, covering 15 countries that represent 85% 

of the EU population. 

The net real return of pension saving products should be: 

ω the long-term return (at least covering two full economic and stock 

market cycles, since even long-term returns are very sensitive to entry 

and exit dates. This time, we were able to collect up to 17 years of 

performance data in most countries covered); 

ω net of all fees, commissions and charges borne directly or indirectly by 

the customer; 

ω net of inflation (since for long-term products only the real return 

matters; that is the right approach taken by OECD as mentioned above); 

ω when possible, net of taxes borne by the customer (in the USA it has 

been mandatory for decades to disclose the past performance of mutual 

funds after tax in the summary of the prospectus). 

Information on the returns of long term and pension savings 

is deterior ating  

The following executive summary, general report and country reports show 

that this is not an impossible but a very challenging task for an independent 

expert centre such as BETTER FINANCE, since quite a lot of data are simply 

not available at an aggregate and country level, especially for earlier years. 

The complexity of the taxation of pension savings in EU countries makes it 

also extremely difficult to compute after tax returns.  

In 2017, we find that Information on long term and pension savings returns 

is actually not improving but on the contrary deteriorating:  

ω less information ; for example the Belgian insurance trade organisation 

Assuralia does not report anymore the returns of insurance-regulated 

άBranch 21έ occupational and personal pension products since 2014 

(and never did for the « Branch 23 products), and the national 

supervisor FSMA does not do it either. 
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ω later information : at the time of printing, still a lot of 2016 return data 

have not been released by the national trade organisations or other 

providers.  

ω Unchecked information: the principal source remains the national trade 

organisations, their methodology is most often not disclosed, return 

data do not seem to be checked or audited by any independent party, 

and sometimes they are only based on sample surveys covering just a 

portion of the products. 

ω As already mentioned, the European Commission has eliminated the 

disclosure of past performance of retail investment products and of their 

benchmarks in the Key Information Document starting 2018, and latest 

end of 2019 for UCITS funds. 

¢ƘŜǊŜ ƛǎ ǎǘƛƭƭ ŀ ƭƻƴƎ ǿŀȅ ǘƻ Ǝƻ ōŜŦƻǊŜ ŀŎƘƛŜǾƛƴƎ άtransparency, simplicity and 

fairness in the market for consumer financial productsέ ŀǎ ŜƴƎǊŀǾŜŘ ƛƴ 9¦ 

Law. 
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0ÅÎÓÉÏÎ 3ÁÖÉÎÇÓȡ 4ÈÅ 2ÅÁÌ 2ÅÔÕÒÎ 
2017 Edition 

9ȄŜŎǳǘƛǾŜ {ǳƳƳŀǊȅ 

As stated by the European Commission in a 2013 staff working document, 

άǘƘŜ ŎǊƛǎƛǎ Ƙŀǎ ƛƴŎǊŜŀǎŜŘ ǎŀǾŜǊǎΩ ŘƛǎǘǊǳǎǘ ƛƴ ŦƛƴŀƴŎƛŀƭ ƛƴǎǘƛǘǳǘƛƻƴǎ ŀƴŘ 

marketsέ13. Similarly, the latest EU Consumer Markets Scorecard14 once 

again ranks pensions and investments as one of the worst consumer 

markets of all. 

Coverage 

The present report documents a principal component of, and reason for, 

this distrust, namely the frequently poor performance of private pension 

products, once inflation, charges and (when possible) taxes are deducted 

from nominal returns, and when compared to the relevant capital market 

benchmarks. It significantly broadens the geographical coverage of the 

ƛƴƛǘƛŀƭ ǊŜǎŜŀǊŎƘ ǊŜǇƻǊǘ ōȅ .9¢¢9w CLb!b/9 ŜƴǘƛǘƭŜŘ άtǊƛǾate Pensions: the 

wŜŀƭ wŜǘǳǊƴέΣ ŦƛǊǎǘ ǇǳōƭƛǎƘŜŘ ƛƴ WǳƴŜ нлмоΦ .ŜƭƎƛǳƳΣ .ǳƭƎŀǊƛŀΣ 9ǎǘƻƴƛŀΣ 

Germany, Italy, Latvia, Poland, Romania, Slovakia, Sweden, The Netherlands 

and the United Kingdom have been added to the initial group composed of 

Spain, France and Denmark. It also extends the period of time covered in 

order to now measure performance over 17 years from 2000 to 2016 in as 

far as data was available. As such, the BETTER FINANCE research now 

covers 86% of the EU population. 

The countries under review can be divided into three categories:  

                                                           
13 /ƻƳƳƛǎǎƛƻƴ {ǘŀŦŦ ²ƻǊƪƛƴƎ 5ƻŎǳƳŜƴǘ ά[ƻƴƎ-¢ŜǊƳ CƛƴŀƴŎƛƴƎ ƻŦ ǘƘŜ 9ǳǊƻǇŜŀƴ 9ŎƻƴƻƳȅέ 
accompanying the Green Paper on Long Investment, European Commission, 25 March 2013, 
page 10 http://eur -
lex.europa.eu/LexUriServ/LexUriServ.do?uri=SWD:2013:0076:FIN:EN:PDF.  
14 Consumer Markets Scoreboard 2016 ς Making markets work for consumers, European 

Commission, 2016 

http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=SWD:2013:0076:FIN:EN:PDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=SWD:2013:0076:FIN:EN:PDF
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ω countries like The Netherlands, Denmark and the United Kingdom at one 

end, where pension funds and life insurance assets represent far more 

than the annual GDP (Gross Domestic Product) and where the real 

returns of private pensions is of crucial importance; 

ω at the opposite end, countries like Italy and Spain, where pensions 

mainly depend on the quality and sustainability of pay-as-you-go (PAYG) 

schemes;  

ω and the other countries in an intermediate position, where the standard 

of life of retirees depends both on the sustainability of PAYG systems 

and the returns of private savings; 

ω Sweden is an original case where the pillar I mandatory pension is now, 

for a small part, funded instead of PAYG. 

Why pension returns are critical for pension savings  

Public Authorities involved in pension saving issues typically stress only two 

ǊŜǉǳƛǎƛǘŜǎ ŦƻǊ ǇŜƴǎƛƻƴ ǎŀǾƛƴƎǎ ǘƻ ŀŎƘƛŜǾŜ άǇŜƴǎƛƻƴ ŀŘŜǉǳŀŎȅέ όƛΦŜΦ ǇŜƴǎƛƻƴ 

income replacing a large part of the former activity income): 

- the need to save as early as possible; 

- ǘƘŜ ƴŜŜŘ ǘƻ ǎŀǾŜ ŀ ǎƛƎƴƛŦƛŎŀƴǘ ǇƻǊǘƛƻƴ ƻŦ ƻƴŜΩǎ ŀŎǘƛǾƛǘȅ ƛƴŎƻƳŜΥ άto 

support a reasonable level of income in retirement, 10%- 15% of an 

average annual salary needs to be savedά15. 

For example, according to ǘƘŜ h9/5Σ άIn light of the challenges facing 

pension systems, the only long-term solution for achieving higher retirement 

income is to contribute more and for longer periodsέ16. 

We beg to disagree.  

This is not enough. A third and even more crucial requisite is missing: the 

need to get a positive and decent long-term return (a real net return: after 

inflation and fees and commissions). 

                                                           
15 ²ƻǊƭŘ 9ŎƻƴƻƳƛŎ CƻǊǳƳ ²ƘƛǘŜ tŀǇŜǊ Υ ²ŜΩƭƭ ƭƛǾŜ ǘƻ млл ς How can we afford it ?, May 2017 
16 OECD Pensions Outlook 2016 (Editorial, page 10, 2016) 
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! ǎƛƳǇƭŜ ŜȄŀƳǇƭŜ ǿƛƭƭ ƛƭƭǳǎǘǊŀǘŜ ǿƘȅ ǎŀǾƛƴƎ άƳƻǊŜ ŀƴŘ ŦƻǊ ƭƻƴƎŜǊ ǇŜǊƛƻŘǎέ ƛǎ 

not sufficient, and even too often detrimental. 

Assuming no inflation, saving 10% of activity income for 30 years (as 

recommended by Public Authorities, 25 year life expectancy at retirement, 

and impact of fees, commissions tax excluded, the table below shows that 

unless long term net returns are significantly positive (in the upper single 

digits), saving early and significantly will not provide a decent 

replacement income through retirement όάǇŜƴǎƛƻƴǎ ŀŘŜǉǳŀŎȅέύΦ 

Table EX1 

Annual net return Replacement income 

negative 1% 10% 

zero 12% 

2% 17% 

8% 49% 

© BETTER FINANCE, 2017 

Positive Capital market returns (1999 - 2016)  

We have chosen a period covering the last 17 years because pension 

savings returns should be measured over a long-term horizon, and because 

it includes two market upturns (2003-2006 and 2009-2016) and two 

downturns (post dot com bubble of 2001-2003 and the 2008 financial 

crisis). It is on this period that we based our analysis in as far as data were 

available. The choice of the time reference does have a material impact on 

real returns: in order to keep our research objective, we paid special 

attention to our choice of period to cover17. 

We also measured the performance of the same investment repeated year 

after year over the last 17 years for one case (French corporate savings and 

pension plans; see French case section) to illustrate the impact of regular 

pension savings over 17 years versus a one shot investment 17 years ago. 

However the two are not fully comparable. 

                                                           
17 Ideally, one should look at even longer term historical returns but the data are, for the 
most part, not available for the earlier years. 
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Since the beginning of the XXIst century (from 31 December 1999 to 31 

December 2016), capital market returns have been positive (moderately for 

equities and very much for bonds): 

ω On a nominal basis (before taking inflation into account), world stock 

markets have grown in value (in euros) by 76%18, the US stock market by 

94%19 and the European ones by 58%20. 

ω On a real basis (net of inflation), European stock market returns also 

returned to positive cumulated returns by 2016 (+19%) as shown in the 

graph below, although some European countries such as Greece and 

Italy are still in negative territory. Several large cap markets also 

continue to struggle with negative returns, and at European level, the 

ǾŜǊȅ ƴŀǊǊƻǿ ά{ǘƻȄȄ рлέ ƛƴŘŜȄ ƛǎ ǎǘƛƭƭ ƛƴ ƴŜƎŀǘƛǾŜ ǘŜǊǊƛǘƻǊȅ ŀŦǘŜǊ ƛƴŦƭŀǘƛƻƴ ό-

17%) but includes only 50 European stocks. 

 

  

                                                           
18 As measured by the MSCI All Country World (ACWI) GR index in euros. 
19 As measured by the MSCI USA GR index in euros. 
20 As measured by the MSCI Europe GR index in euros. 
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ω Bond markets enjoyed an exceptional phase and have performed 

extremely well thanks to the continuous decline of interest rates over 

the last 15 years: +130 % on a nominal basis, and +63% in real terms 

(inflation deducted). 
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Graph EX 1. Cumulated performance of wide European equity index 
vs narrow index 

* We used the MSCI Europe GR index as a proxy for the 2000 and 2001 performances 
because we could not find those years for the STOXX All Europe Total Market index (these 
two indices are broad ones)
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Overall, a direct balanced (50% in European equities / 50% in European 

bonds21) investment from a European saver in capital markets at the eve of 

the century22 would have returned a hefty +117% in nominal terms (gross 

of fees and taxes) and +54% in real terms, which means an annual average 

real return of +2.6% (+4.7% annual nominal return). 

Most pension products  recently improved but 

underperformed  

Our research findings show that most long term and pension savings 

products did not, on average, return anything close to those of capital 

markets, and in too many cases even destroyed real value for European 

pension savers (i.e. provided a negative return after inflation). The retuns 

are improving though in recent years, thanks to a long period of bullish 

capital markets since 2011, both for bonds and for equities. Of course, the 

                                                           
21 Indices used are Stoxx All Europe Total Market (MSCI Europe for first 2 years) for equities 
and Barclays Pan European Aggregate for bonds. 
22 Rebalanced every year 
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capital markets returns mentioned above are not taking any fees and 

commissions into account. Indeed the attribution of performance shows 

that the level of fees and commissions has been the main factor explaining 

ƭƻƴƎ ǘŜǊƳ ŀƴŘ ǇŜƴǎƛƻƴ ǎŀǾƛƴƎǎΩ ǊŜǘǳǊƴǎ ƛƴ 9ǳǊƻǇŜΦ 

Pension returns drivers  

Inflation has declined in recent years in a majority of countries, thus 

reducing the gap between nominal and real performance. The net real 

returns across countries are driven by:  

ω the asset allocation of pension products,  

ω the performance of capital markets into which pension products are 

invested,  

ω ǘƘŜ ŀǎǎŜǘ ƳŀƴŀƎŜǊǎΩ ǎƪƛƭƭǎ ƛƴ ǘŜǊƳǎ ƻŦ ǇƛŎƪƛƴƎ ǎŜŎǳǊƛǘƛŜǎ ŀƴŘ ƳŀǊƪŜǘ 

timing. 

ω net real returns of private pensions are however most affected and 

influenced by the fees and commissions charged by asset managers and 

other financial intermediaries,  

ω as well as, ultimately, by inflation and by the tax burden. 

There are striking differences between the asset allocation of pension funds 

across countries and products. Mutual funds are the main component of 

investments in Belgium and in Germany. This is also the case for the United 

Kingdom, although to a lesser extent, where mutual funds tend to replace 

direct holdings of shares, whose weight fell from 57% to 20% between 2001 

and 2014. Conversely, the preponderance of shares (especially from Danish 

companies) in Denmark to a large extent explains the good performance of 

pension products in this country. Equities also dominate in Sweden. Bonds 

dominate in France (life insurance and public employee funds), Italy, Poland 

(employee pension funds), Spain, Romania and Latvia, with investments 

chiefly consisting of government bonds. Overall, the period 2000-2016 

shows a decline of allocations to equities and an increase of public debt in 

pension funds allocation, a trend that is today questionable for savers 

because it may diminish return prospects, as bond interest rates are now at 

an all-time low. 
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The decrease in government bond interest rates since 1999 had a positive 

impact on outstanding assets, especially in countries where this asset class 

dominates, but it reduces the capacity to offer a good remuneration on 

new investment flows.  

!ǎ ǊŜƎŀǊŘǎ ŀǎǎŜǘ ƳŀƴŀƎŜǊǎΩ ǎƪƛƭƭǎΣ ŀ ƳŀƧƻǊƛǘȅ ƻŦ ǘƘƻǎŜ ǳƴŘŜǊǇŦŜǊŦƻǊƳ ǘƘŜƛǊ 

capital market benchmarks over the long term. 

Fees and commissions substantially reduce performances of pension 

ǇǊƻŘǳŎǘǎΣ ŜǎǇŜŎƛŀƭƭȅ ŦƻǊ ǇŜǊǎƻƴŀƭ άǇŀŎƪŀƎŜŘέ ǇŜƴǎƛƻƴ ǇǊƻŘǳŎǘǎΣ ŀƴŘ ŦƻǊ 

unit-linked life insurance in particular. Charges are often complex, opaque 

and far from being harmonised between different pension providers and 

products. Some countries have begun to impose overall caps on fees for 

some pension products (UK, Romania, Latvia). 

Finally, taxes also reduce the performance of investments. The general 

model applied to pension products is deferred taxation, with contributions 

being deducted from the taxable income while pensions are taxed. The 

accumulated capital can be withdrawn at least partially at retirement as a 

lump sum, which is often not taxable. Our calculations of net returns are 

based on the most favourable case, i.e. assuming that the saver withdraws 

the maximum lump sum possible. 

The following General Report analyses return contributions in more detail. 

European Pension returns outlook  

In 2017, the overall mid-term outlook for the adequacy of European 

pension savings is concerning when one analyses it for each of these main 

return drivers: 

¶ It is unlikely that the European bond markets will come any close to the 

extraordinary returns of the last 17 years, due to the continuous fall of 

interest rates, as those are now at rock bottom levels. 

¶ The negative impact of this foreseeable trend in bond returns on 

ǇŜƴǎƛƻƴǎΩ ǊŜǘǳǊƴǎ ǿƛƭƭ ōŜ ǊŜƛƴŦƻǊŎŜŘ ōȅ ǘƘŜ ƘƛƎƘŜǊ ǇǊƻǇƻǊǘƛƻƴ ƻŦ ōƻƴŘǎ ƛƴ 

ǇŜƴǎƛƻƴ ǇǊƻŘǳŎǘǎΩ ǇƻǊǘŦƻƭƛƻǎ ƛƴ ǘƘŜ ǊŜŎŜƴǘ ȅŜŀǊǎΦ 
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¶ Fees and commissions do not show any significant downward trend, and 

transparency of cost disclosures is not improving. 

¶ Inflation seems unlikely - as interest rates ς to go much further down, 

ŀƴŘ ǘƘŜ ŎƻƴǎŜǉǳŜƴŎŜǎ ƻŦ ǘƘŜ άƴƻƴ ŎƻƴǾŜƴǘƛƻƴŀƭέ ƳƻƴŜǘŀǊȅ ǇƻƭƛŎƛŜǎ ƻŦ 

ŎŜƴǘǊŀƭ ōŀƴƪǎ ƻƴ ǇƻǎǎƛōƭŜ ƳŀǊƪŜǘ άōǳōōƭŜǎέ ŀǊŜ ǎǘƛƭƭ ǳƴŎƘŀǊǘŜǊŜŘΦ 

¶ Taxes on long term and pension savings do not show any significant 

downward trend either. 

Pension returns per country  

The best performing national pension products over the last 17 years (end 

of 1999 to end of 2016) are the Dutch occupational pension funds with an 

overall real return of around + 50% (+2.84% yearly average), even 

outperforming a direct balanced investment in European capital markets 

(+47%). The average yearly real returns of pension funds after charges and 

tax have reached and around 4.13% in Poland over the period 2002-201623 

and 4.82% in Denmark over the period 2002-201624. Conversely, we found 

negative real in France (unit-linked life insurance contracts 2000-2016), in 

Italy (Open pension funds 2000-2016), in Latvia (State Funded Pension 

Funds, 2003-2016), in Slovakia (Pillar II Funded pension, 2005-2016), in 

Spain (pension funds 2000-2016) and in the Netherlands (Life Insurance, 

2000-2015). 

Unit-linked insurance products seem to struggle to perform everywhere, 

mainly due to the high (most often undisclosed) overall level of multi-layer 

fees. 

These poor or even negative real returns have led public authorities in 

some Member States to take measures in order to ensure transparency and 

cap the fees charged by certain pension providers (in countries such as the 

UK, Romania and Latvia). The issue is crucial, especially in countries like the 

                                                           
23 However, in both cases returns would most likely have been lower, but we have been able 
to find return data for the earlier years, from 2000 to 2002, when equity markets declined 
strongly. 
24 We could not find earlier aggregate returns as for Bulgaria, Estonia, Latvia, Romania and 
Slovakia. 
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United Kingdom where the standard of life of retirees depends heavily on 

pre-funded pension schemes.  

The following tables detail the long term real returns of the main long term 

and pension saving product categories in the 15 European countries 

analysed. 
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Graphs EX 3(A) - ANNUALISED REAL RETURNS OF PENSION 
SAVINGS - AFTER CHARGES & INFLATION - BEFORE TAX -

FROM 2000/01

Source: BETTER FINANCE Research
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ά!ǎǎǳǊŀƴŎŜ DǊƻǳǇŜέ ό.ǊŀƴŎƘ нмύΣ нллн-
2014

Life Insurance, Guaranteed, 2002-2014

Universal Pension Funds, 2002-2016

Voluntary Pension Funds, 2002-2016

Pension Funds, 2002-2015

Mandatory Pension Funds, 2002-2016

Supplementary Pensions, 2002-2016

Pensionskassen and Pension Funds, 2002-
2015

Employee Pension Funds, 2002-2016

AP7 pension fund, default option, 2002-
2016

AP7 pension fund, own choice, 2002-2016
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Graph EX 3(B) - ANNUALISED REAL RETURNS OF PENSION 
SAVINGS - AFTER CHARGES & INFLATION - BEFORE TAX -

FROM 2002

Source: BETTER FINANCE Research
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1.61%
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0.63%

-0.43%
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-0.24%

0.53%
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Riester Pension Insurance, 2005-2016

Rürup Pension Insurance, 2005-2016

PIP With Profits, 2008-2016

PIP Unit-Linked, 2008-2016

State Funded Pension Funds, 2003-2016

Voluntary Private Pension, 2011-2016

Pillar II Funded pensions, 2008-2016

Voluntary private pensions, 2007-2016

Pillar II Funded pension, 2005-2016

Supplementary pension funds, 2009-2016
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Graph EX 3(C) - ANNUALISED REAL RETURNS OF PENSION 
SAVINGS - AFTER CHARGES & INFLATION - BEFORE TAX -

LATER STARTING DATES 

Source: BETTER FINANCE Research
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0ÅÎÓÉÏÎ 3ÁÖÉÎÇÓȡ 4ÈÅ 2ÅÁÌ 2ÅÔÕÒÎ 
2017 Edition 

DŜƴŜǊŀƭ wŜǇƻǊǘ 

Introduction  

In June 2013, BETTER FINANCE published a research ǊŜǇƻǊǘ ŜƴǘƛǘƭŜŘ άtǊƛǾŀǘŜ 

tŜƴǎƛƻƴǎΥ ¢ƘŜ wŜŀƭ wŜǘǳǊƴέ ǿƘƛŎƘ ŜǾŀƭǳŀǘŜŘ ǘƘŜ ǊŜǘǳǊƴ ƻŦ ǇǊƛǾŀǘŜ ǇŜƴǎƛƻƴ 

ǇǊƻŘǳŎǘǎ ŀŦǘŜǊ ŎƘŀǊƎŜǎΣ ŀŦǘŜǊ ƛƴŦƭŀǘƛƻƴ όάǊŜŀƭέ ǊŜǘǳǊƴǎύ ŀƴŘ ς whenever 

possible ς after taxation. This first report furthermore identified the 

contributing factors to these returns in Denmark, France and Spain 

including an in-depth description of the pension savings vehicles available 

in these countries. 

In September 2014, BETTER FINANCE published the 2014 edition of the 

"Pension Savings: The Real Return" research report, which included data 

updates for the three countries covered in the initial study, as well as five 

new countries with in-depth evaluation: Belgium, Germany, Italy, Poland 

and the United Kingdom. 

The 2015 edition of the BETTER FINANCE research report aimed at updating 

the existing country cases and expanding the coverage to 15 European 

Union countries with the addition of Bulgaria, Estonia, Latvia, the 

Netherlands, Romania, Sweden and Slovakia. Hence, the coverage of the 

research report augmented to approximately 85% of the EU population. 

The 2016 and 2017 editions are an update of the 15 existing country cases 

with the most recent data available at the time of print, as well as 

improvements to the coverage of available pension vehicles as an 

important goal is to encompass all savings products actually used by EU 

citizens to save for retirement. Furthermore, overviews on recent trends in 

the respective long term savings and pension markets are given. 
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The whole research report series showed that real returns of retirement 

savings have been very low over the reviewed periods once charges, 

inflation and taxes had been taken into account. Measuring all elements 

(inflation, charges and taxes) that reduce investment performance is 

especially important in a low interest rate environment because the real 

return for savers can be substantially negative. As a comprehensive 

approach to provide this indispensable information to savers is not 

provided for the time being by Public Authorities or other independent 

bodies, this research report aims at improving transparency on the real 

returns of long term and pension savings in Europe. This is in line with the 

9ǳǊƻǇŜŀƴ /ƻƳƳƛǎǎƛƻƴΩǎ ŎǳǊǊŜƴǘ ά!Ŏǘƛƻƴέ ǘƻ ƛƳǇǊƻǾŜ ǘƘŜ ǘǊŀƴǎǇŀǊŜƴŎȅ ƻŦ 

performance and fees in this area (as part of its Capital Markets Union ς 

CMU - Action Plan).  

Country profiles  

Table 1 includes some key characteristics of the pension systems in the 

countries under review within this research report. 

Table GR 1. Country Profiles (at the end of 2016) 

Belgium 
Net equity of 
households in 
pension funds 
ǊŜǎŜǊǾŜǎ όƛƴ ϵ ōln.) 

         92     

 

Net equity of 
households in pension 
funds reserves as % of 
GDP 

22% 

Net equity of 
households in life 
insurance reserves (in 
ϵ ōƴύ 

       202     

  Net equity of 
households in life 
insurance reserves as 
% of GDP 

48% 

Working population  4.9 mln.  

 

Age dependency ratio, 
old (% of working-age 
population) 

29% 

Net pension replacement rates, Men, % of pre-retirement earnings, 2014 61% 

Bulgaria 

Net equity of 
households in 
pension funds 
ǊŜǎŜǊǾŜǎ όƛƴ ϵ ōln.) 

           5     

 

Net equity of 
households in pension 
funds reserves as % of 
GDP 

12% 
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Net equity of 
households in life 
insurance reserves (in 
ϵ ōƴύ 

           1     

  Net equity of 
households in life 
insurance reserves as 
% of GDP 

1% 

Working population  3.2 mln. 

 

Age dependency ratio, 
old (% of working-age 
population) 

31% 

Net pension replacement rates, Men, % of pre-retirement earnings, 2014 - 

Denmark 
Net equity of 
households in 
pension funds 
ǊŜǎŜǊǾŜǎ όƛƴ ϵ ōln.) 

       181     

 

Net equity of 
households in pension 
funds reserves as % of 
GDP 

65% 

Net equity of 
households in life 
insurance reserves (in 
ϵ ōƴύ 

       233     

  Net equity of 
households in life 
insurance reserves as 
% of GDP 

84% 

Working population  2.9 mln. 

 

Age dependency ratio, 
old (% of working-age 
population) 

30% 

Net pension replacement rates, Men, % of pre-retirement earnings, 2014 66% 

Estonia 
Net equity of 
households in 
pension funds 
ǊŜǎŜǊǾŜǎ όƛƴ ϵ ōln.) 

           3     

 

Net equity of 
households in pension 
funds reserves as % of 
GDP 

15% 

Net equity of 
households in life 
insurance reserves (in 
ϵ ōƴύ 

           0     

  Net equity of 
households in life 
insurance reserves as 
% of GDP 

2% 

Working population  0.7 mln. 

 

Age dependency ratio, 
old (% of working-age 
population) 

29% 

Net pension replacement rates, Men, % of pre-retirement earnings, 2014 60% 

France 

Net equity of 
households in 
pension funds 
ǊŜǎŜǊǾŜǎ όƛƴ ϵ ōln.) 

       203     

 

Net equity of 
households in pension 
funds reserves as % of 
GDP 

9% 

Net equity of 
households in life 
insurance reserves (in 
ϵ ōƴύ 

   1.718     

  Net equity of 
households in life 
insurance reserves as 
% of GDP 

77% 
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Working population  29.2 mln. 

 

Age dependency ratio, 
old (% of working-age 
population) 

31% 

Net pension replacement rates, Men, % of pre-retirement earnings, 2014 68% 

Germany 
Net equity of 
households in 
pension funds 
ǊŜǎŜǊǾŜǎ όƛƴ ϵ ōln.) 

       813     

 

Net equity of 
households in pension 
funds reserves as % of 
GDP 

26% 

Net equity of 
households in life 
insurance reserves (in 
ϵ ōln.) 

       963     

  Net equity of 
households in life 
insurance reserves as 
% of GDP 

31% 

Working population  42 mln. 

 

Age dependency ratio, 
old (% of working-age 
population) 

33% 

Net pension replacement rates, Men, % of pre-retirement earnings, 2014 50% 

Italy 
Net equity of 
households in 
pension funds 
ǊŜǎŜǊǾŜǎ όƛƴ ϵ ōln.) 

       256     

 

Net equity of 
households in pension 
funds reserves as % of 
GDP 

15% 

Net equity of 
households in life 
insurance reserves (in 
ϵ ōln.) 

       657     

  Net equity of 
households in life 
insurance reserves as 
% of GDP 

39% 

Working population  25.2 mln.  

 

Age dependency ratio, 
old (% of working-age 
population) 

36% 

Net pension replacement rates, Men, % of pre-retirement earnings, 2014 80% 

Latvia 
Net equity of 
households in 
pension funds 
ǊŜǎŜǊǾŜǎ όƛƴ ϵ ōln.) 

           3     

 

Net equity of 
households in pension 
funds reserves as % of 
GDP 

13% 

Net equity of 
households in life 
insurance reserves (in 
ϵ ōln.) 

           0     

  Net equity of 
households in life 
insurance reserves as 
% of GDP 

1% 

Working population  1 mln.  

 

Age dependency ratio, 
old (% of working-age 
population) 

30% 

Net pension replacement rates, Men, % of pre-retirement earnings, 2014 - 
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Netherlands 
Net equity of 
households in 
pension funds 
ǊŜǎŜǊǾŜǎ όƛƴ ϵ ōln.) 

   1.425     

 

Net equity of 
households in pension 
funds reserves as % of 
GDP 

204% 

Net equity of 
households in life 
insurance reserves (in 
ϵ ōln.) 

       152     

  Net equity of 
households in life 
insurance reserves as 
% of GDP 

22% 

Working population  8.8 mln.  

 

Age dependency ratio, 
old (% of working-age 
population) 

29% 

Net pension replacement rates, Men, % of pre-retirement earnings, 2014 96% 

Poland 
Net equity of 
households in 
pension funds 
ǊŜǎŜǊǾŜǎ όƛƴ ϵ ōln.) 

         39     

 

Net equity of 
households in pension 
funds reserves as % of 
GDP 

9% 

Net equity of 
households in life 
insurance reserves (in 
ϵ ōln.) 

         18     

  Net equity of 
households in life 
insurance reserves as 
% of GDP 

4% 

Working population  17 mln. 

 

Age dependency ratio, 
old (% of working-age 
population) 

23% 

Net pension replacement rates, Men, % of pre-retirement earnings, 2014 53% 

Romania 

Net equity of 
households in 
pension funds 
ǊŜǎŜǊǾŜǎ όƛƴ ϵ ōln.) 

           7     

 

Net equity of 
households in pension 
funds reserves as % of 
GDP 

4% 

Net equity of 
households in life 
insurance reserves (in 
ϵ ōln.) 

           2     

  Net equity of 
households in life 
insurance reserves as 
% of GDP 

1% 

Working population  8.7 mln.  

 

Age dependency ratio, 
old (% of working-age 
population) 

27% 

Net pension replacement rates, Men, % of pre-retirement earnings, 2014 - 
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Slovakia 

Net equity of 
households in 
pension funds 
ǊŜǎŜǊǾŜǎ όƛƴ ϵ ōln.) 

           9     

 

Net equity of 
households in pension 
funds reserves as % of 
GDP 

11% 

Net equity of 
households in life 
insurance reserves (in 
ϵ ōln.) 

           4     

  Net equity of 
households in life 
insurance reserves as 
% of GDP 

5% 

Working population  2.7 mln.  

 

Age dependency ratio, 
old (% of working-age 
population) 

20% 

Net pension replacement rates, Men, % of pre-retirement earnings, 2014 81% 

Spain 
Net equity of 
households in 
pension funds 
ǊŜǎŜǊǾŜǎ όƛƴ ϵ ōln.) 

       168     

 

Net equity of 
households in pension 
funds reserves as % of 
GDP 

15% 

Net equity of 
households in life 
insurance reserves (in 
ϵ ōln.) 

       167     

  Net equity of 
households in life 
insurance reserves as 
% of GDP 

15% 

Working population  22.7 mln.  

 

Age dependency ratio, 
old (% of working-age 
population) 

29% 

Net pension replacement rates, Men, % of pre-retirement earnings, 2014 90% 

Sweden 
Net equity of 
households in 
pension funds 
ǊŜǎŜǊǾŜǎ όƛƴ ϵ ōln.) 

       397     

 

Net equity of 
households in pension 
funds reserves as % of 
GDP 

87% 

Net equity of 
households in life 
insurance reserves (in 
ϵ ōln.) 

       112     

  Net equity of 
households in life 
insurance reserves as 
% of GDP 

25% 

Working population  5.1 mln.  

 

Age dependency ratio, 
old (% of working-age 
population) 

32% 

Net pension replacement rates, Men, % of pre-retirement earnings, 2014 56% 
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United Kingdom 

tŜƴǎƛƻƴ ŀǎǎŜǘǎ όƛƴ ϵ 
bn) 

   3.860     

 

Pension assets as % of 
GDP 

163% 

Net equity of 
households in life 
insurance reserves (in 
ϵ ōƴύ 

       743     

  
Net equity of 
households in life 
insurance reserves as 
% of GDP 

31% 

Working population  32 mln.  

 

Age dependency ratio, 
old (% of working-age 
population) 

28% 

Net pension replacement rates, Men, % of pre-retirement earnings, 2014 29% 

Source: OECD, Eurostat, World Bank, UK Office for National Statistics 
Any discrepancies with OECD data arise from the fact that data from this table does 
not refer to pension funds assets, but to pension entitlements 

 

A useful indicator of the pressure on pension systems is the old-age-

dependency ratio, defined as the ratio between the total number of elderly 

persons when they are generally economically inactive (aged 65 and above) 

and the number of persons of working age25. This ratio is low in Slovakia 

(20%) and Poland (23%). It is the highest in Italy (36%) meaning that the 

pressure on the PAYG (Pay-As-You-Go) system is at the maximum level in 

this country. Bulgaria, Denmark, France, Germany, Latvia and Sweden all 

have ratios of 30% or above. 

Pension schemes, life insurance contracts and PAYG systems are combined 

differently in each country to build the overall financial income of retirees26. 

The public (mandatory) basis is illustrated in the net pension replacement 

rate from public pension systems, for men as percentage of pre-retirement 

earnings for the year of 2014 as the most recent estimation. These 

replacement rates are highest in the Netherlands (96%), closely followed by 

Spain (90%) and still solid in Slovakia (81%) and Italy (80%).  

                                                           
25 Eurostat definition: http://ec.europa.eu/eurostat/web/products-
datasets/product?code=tsdde511  
26 Looking only at financial sources of pension income; property-related income is not in the 
scope of this study. 

http://ec.europa.eu/eurostat/web/products-datasets/product?code=tsdde511
http://ec.europa.eu/eurostat/web/products-datasets/product?code=tsdde511
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The net equity of households in pension fund reserves ranges from a 

minimum of 4% in Romania to a maximum of 204% in the Netherlands. 

With the exception of the Netherlands, Sweden (87%) and Denmark (65%), 

this ratio is inferior to 30% in all countries. This reflects that only those 

three countries and the United Kingdom, for which we can similarly 

calculate pension assets as percentage of GDP (163%), have been building 

pre-funded pension schemes for a long time, whereas other countries have 

widely relied on a publicly-managed PAYG scheme. 

However, one should also take into account a second indicator to form a 

correct perception of savings accumulated for retirement: the ratio of the 

net equity of households in life insurance reserves and annuities as a 

percentage of GDP. Indeed, many pension arrangements are organised 

within the legal framework of life insurance contracts, both in pillar II 

(occupational and company schemes) and pillar III (individual private 

contracts) of the pension systems. For instance, the net equity of 

households in life insurance reserves represents 84% of GDP in Denmark 

and 77% in France. Moreover, in countries like France, life insurance is 

widely used by households in order to obtain additional resources at 

retirement age, even though most products offered by insurance 

companies are not specifically designed for retirement, i.e. subscribers can 

withdraw their savings at any moment even when they are not retired. It is 

not possible to know ex-ante which percentage of life insurance contracts 

will actually be used during the retirement period, but many polls confirm 

that this objective is a major motivation for subscribing to a life insurance 

contract. Less widespread in the Eastern European countries, the weight of 

life insurance is equal or inferior to 5% of GDP in Bulgaria, Poland, Romania, 

Slovakia, and the Baltic States Estonia and Latvia.  

Overall, the countries under review can be divided into three categories: 

ω In the first group of countries comprising Denmark, Sweden, the 

Netherlands, and the United Kingdom, the sum of pension and life 

insurance assets (and liabilities) represents amounts superior to the 

annual GDP. In these countries, the issue of the real returns of private 
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pensions is a crucial one for future retirees, especially for those who are 

members of defined contribution schemes. 

ω In a contrary grouping, citizens have little pre-funded assets available for 

ǊŜǘƛǊŜƳŜƴǘΦ ¢ƘŜ ǎǳƳ ƻŦ ƭƛŦŜ ƛƴǎǳǊŀƴŎŜ ŎƻƴǘǊŀŎǘǎ ŀƴŘ ǇŜƴǎƛƻƴ ŦǳƴŘǎΩ 

assets represented about or less than 15% of the GDP in Bulgaria, 

Estonia, Latvia, Poland, Romania and Slovakia. In these countries, 

citizens will predominantly depend on the quality and sustainability of 

arrangements within the framework of PAYG systems. 

ω The third group of countries is in an intermediate position. Pension 

funds and life insurance contracts represent 86% of GDP in France, 70% 

in Belgium, 57% in Germany, 55% in Italy and 30% in Spain. In these 

countries, citizens depend both on the sustainability of the PAYG 

systems and on the returns of private pension savings. Governments 

focus on strengthening the public pension system (as is the case of Italy) 

and/or on the rise of savings in private pension products (as is the case 

in Germany). However, when private pension products deliver poor 

benefits, the legitimacy of such efforts is questioned in the public 

debate. 

A limitation of the present report is that it does not take into account 

housing as an asset for retirement. The proportion of households owning 

their residences varies greatly from one country to another. For example, it 

is especially low in Germany, where a majority of households rent their 

residences and where home loan and savings contracts have consequently 

been introduced as the most recent state-subsidised pension savings 

scheme. For the time being, returns of pension savings are all the more 

important since a majority of retirees cannot rely on their residential 

property to ensure a decent minimum standard of life. 

However, residential property is not necessarily the best asset for 

retirement: indeed it is an illiquid asset and it often does not fit the needs 

of the elderly in the absence of a broad use of reverse mortgages. The 

house might become too large or unsuitable in case of dependency. In that 

case, financial assets might be preferable, on the condition that they 

provide a good performance. 
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Return attribution  

Inflation  

For several of the countries analysed in this research report, inflation rates 

were of significant magnitude and consequently had a severe impact on 

returns in real terms over the periods in review. One has to keep in mind 

that even for those countries with moderate inflation, the compound effect 

over long periods, as applicable for the case of retirement savings, can lead 

to considerable losses in purchasing power.  

 
 

Over the last 17 years, from 2000 to 2016, the highest average inflation 

rates could be observed in the Eastern European countries. By far the 

severest loss of purchasing power was recorded in Romania with an 
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2000 3.5 3.0 11.3 2.4 5.0 1.8 2.2 2.7 1.7 2.9 8.4 40.7 8.4 4.0 1.3 0.8

2001 2.7 1.9 4.8 2.0 4.2 1.5 1.4 2.3 3.2 5.1 3.5 30.3 6.7 2.5 3.2 1.1

2002 2.4 1.3 3.8 2.6 2.7 2.2 1.2 3.0 1.5 3.2 0.8 17.8 3.2 4.0 1.7 1.6

2003 2.1 1.6 5.6 1.2 1.2 2.4 1.1 2.5 3.6 1.6 1.7 14.2 9.4 2.7 1.8 1.3

2004 2.4 2.0 4.0 1.0 4.8 2.2 2.2 2.3 7.3 1.3 4.3 9.3 5.9 3.3 0.9 1.6

2005 2.3 2.8 7.4 2.3 3.7 1.8 2.2 2.0 7.1 2.0 0.8 8.7 3.8 3.7 1.2 1.9

2006 2.2 2.1 6.1 1.6 5.1 1.7 1.4 2.1 6.7 1.7 1.4 4.9 3.7 2.7 1.5 3.0

2007 3.2 3.1 11.6 2.4 9.7 2.8 3.1 2.8 14.0 1.6 4.3 6.7 2.5 4.3 2.5 2.1

2008 2.2 2.7 7.2 2.5 7.5 1.2 1.1 2.4 10.4 1.7 3.3 6.4 3.5 1.4 2.1 3.0

2009 1.5 0.3 1.6 1.1 -1.9 1.0 1.0 1.1 -1.4 0.7 3.9 4.7 0.0 0.9 2.8 2.9

2010 2.7 3.4 4.4 2.8 5.4 2.0 1.7 2.1 2.4 1.8 2.9 7.9 1.3 2.9 2.1 3.6

2011 3.0 3.2 2.0 2.4 4.1 2.7 2.3 3.7 3.9 2.5 4.6 3.2 4.6 2.3 0.4 4.3

2012 2.3 2.1 2.8 1.9 3.6 1.5 2.0 2.6 1.6 3.4 2.1 4.6 3.4 3.0 1.0 2.6

2013 1.0 1.2 -0.9 0.5 2.0 0.8 1.3 0.6 -0.4 1.4 0.6 1.3 0.4 0.3 0.4 2.0

2014 -0.1 -0.4 -2.0 0.1 0.1 0.1 0.0 0.0 0.3 -0.1 -0.7 1.0 -0.1 -1.1 0.3 0.5

2015 0.2 1.5 -0.9 0.3 -0.2 0.3 0.2 0.1 0.4 0.5 -0.4 -0.7 -0.5 -0.1 0.7 0.2

2016 1.2 2.2 -0.5 0.3 2.4 0.8 1.7 0.5 2.1 0.7 0.9 -0.1 0.2 1.4 1.7 1.6

Table GR 2. Inflation [in %]

Source:  Eurostat (Al l -i tems HICP - Annual  rate of change), Index, 2015=100
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annualised average of 9.0%. Especially in the early 2000s, Romania suffered 

from high double-digit inflation rates of 41% in 2000 and 30% in 2001, and 

it took until 2004 to see it drop under 10%. The only two other countries 

that witnessed double-digit inflation rates were Bulgaria (2000, 2007) and 

Latvia (2007, 2008) albeit remaining below 15%. The annual average rates 

of the other Eastern European countries ranged in between 4.0% (Bulgaria) 

and 2.5% (Poland), with the latter being close to the highest rate of a 

Western European country, Spain, at 2.2%, which was likewise the 

European Union average. The countries with the lowest average inflation 

rate were Sweden and Germany at 1.5%, closely followed by France and 

Denmark (at 1.6% each).  

While in the first nine years of the millennium no deflationary trends 

occurred, the year of 2009 brought first negative inflation rates to the Baltic 

states Estonia (-1.9%) and Latvia (-1.4%). The more recent years of 2014 

and 2015 brought deflation to a large number of countries (7 respectively 6 

countries). In its aim to maintain the inflation rates below but close to 2%, 

the European Central Bank undertook considerable monetary policy efforts 

to bring the rates back to the desired levels. In 2016, inflation rates rose 

again for all countries except Bulgaria and Romania, and with Belgium, 

Germany, Sweden and the United Kingdom measuring rates around 2%, 

deflationary worries seem to fade.  

The low inflation rates of the recent years go hand in hand with a reduction 

in public sector deficits, see recent numbers in the following table: 
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Table GR 3. Public sector deficit and debt [in %] 

  

Public Sector Deficit 
as a % of GDP 

Public Debt as a % of 
GDP 

2015 2016 2015 2016 
Belgium -2.5 -2.6 106.0 N/A 
Bulgaria -1.6 0.0 26.0 29.5 
Denmark -1.3 -0.9 39.5 37.8 
Estonia 0.1 0.3 10.1 9.5 
France -3.6 -3.4 95.6 96.3 

Germany 0.7 0.8 71.2 68.3 
Italy -2.7 -2.4 132.1 132.6 

Latvia -1.3 0.0 36.5 40.1 
Netherlands -2.1 0.4 64.5 61.8 

Poland -2.6 -2.4 50.2 53.8 
Romania -0.8 -3.0 37.3 37.2 
Slovakia -2.7 -1.7 52.5 51.9 

Spain -5.1 -4.5 99.8 99.4 
Sweden 0.3 0.9 44.7 41.2 

United Kingdom -4.3 -3.0 88.0 85.4 

Source: Eurostat, BETTER FINANCE Research 

 

In 2016, a surplus was observable in Sweden, Germany, the Netherlands 

and Estonia. In particular, Germany recorded the third consecutive year 

with a surplus, while in Estonia, one could be observed for a second year in 

a row. The largest public sector deficit as percentage of the GDP was 

observable in Spain at -4.5%, being at the bottom for a second consecutive 

year. The Maastricht Treaty requirement (-3% ratio of the planned or actual 

government deficit to gross domestic product at market prices) was 

likewise missed out by Romania (-3.0%), the United Kingdom (-3.0%) and 

France (-3.4%). For the last two countries, this furthermore was a miss for 

the second consecutive year. 

When it comes to the second criterion of the Maastricht Treaty concerning 

the public authorities, we have a look at the outstanding level of public 

debt which should remain below a theoretical ceiling of 60%. Eight 

countries had an outstanding level of debt below this threshold while seven 

countries, all of them from Western Europe, surpassed it. The surplus made 
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by the Netherlands in 2016 positions the Dutch public authorities close to 

the desired levels at 61.8%. 

Asset Mix 

¢ƘŜǊŜ ŀǊŜ ǎǘǊƛƪƛƴƎ ŘƛŦŦŜǊŜƴŎŜǎ ōŜǘǿŜŜƴ ǇŜƴǎƛƻƴ ŦǳƴŘǎΩ ŀǎǎŜǘ ŀƭƭƻŎŀǘƛƻƴǎ 

across European countries as shown by the following table:  

Table GR 4. tŜƴǎƛƻƴ ŦǳƴŘǎΩ ŀǎǎŜǘ ŀƭƭƻŎŀǘƛon, [in % of total assets] 

  
Cash and 
deposits 

Bills and 
bonds 

Equities Other 

Belgium 2005 9.7 25.2 36.3 28.8 

Belgium 2010 6.5 42.8 37.7 13.0 

Belgium 2015 4.4 43.9 41.8 9.9 

Denmark 2005 0.8 56.5 29.2 13.5 

Denmark 2010 0.5 70.0 15.5 14.0 

Denmark 2015 0.3 63.1 17.8 18.7 

Estonia 2005 6.0 54.6 37.4 2.0 

Estonia 2010 9.4 47.8 38.6 4.1 

Estonia 2015 20.2 48.5 31.0 0.3 

Germany 2005 3.8 45.7 12.0 38.5 

Germany 2010 2.5 46.3 4.7 46.5 

Germany 2015 3.8 53.5 5.0 37.8 

Italy 2005 4.7 40.8 15.7 38.9 

Italy 2010 5.1 46.1 15.3 33.5 

Italy 2015 4.1 49.7 19.5 26.7 

Latvia 2015 17.1 59.5 21.1 2.2 

Netherlands 2005 2.3 40.8 46.2 10.7 

Netherlands 2010 2.4 41.9 35.5 20.2 

Netherlands 2015 2.8 46.5 38.2 12.5 

Poland 2005 4.1 63.4 32.0 0.4 

Poland 2010 3.5 59.4 36.3 0.9 

Poland 2015 6.9 10.4 82.3 0.5 

Slovakia 2010 27.5 70.8 1.4 0.3 

Slovakia 2015 17.4 78.4 1.8 2.4 

Spain 2005 5.0 63.6 21.4 10.0 

Spain 2010 19.3 57.6 12.1 11.0 
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Spain 2015 16.7 62.4 11.4 9.4 

Sweden 2005 1.4 57.7 34.4 6.5 

Sweden 2010 3.4 71.5 18.3 6.8 

Sweden 2015 2.2 66.7 18.3 12.8 
United 
Kingdom 2005 2.6 22.7 47.7 27.0 
United 
Kingdom 2010 3.7 28.5 30.9 37.0 
United 
Kingdom 2015 2.4 34.4 20.2 43.0 

Source: OECD Global Pension Statistics 

 

The asset allocation data in this table include both direct investment in cash 

and deposits, bills and bonds, equities and indirect investment through 

collective investment schemes (investment funds such as UCITS or AIF27). 

¢ƘŜ άƻǘƘŜǊέ ŎŀǘŜƎƻǊȅ ŎƻƳǇǊƛǎŜǎ ŀǎǎŜǘǎΣ ǎǳŎƘ ŀǎ ƭƻŀƴǎΣ ƭŀƴŘǎ ŀƴŘ ōǳƛƭŘƛƴƎǎΣ 

hedge and private equity funds and other structured (unallocated) 

products.  

In Belgium, bills and bonds represent the main component of investments 

in 2015 (57%). This percentage has considerably evolved in over a decade 

and more than doubled since 2005 (25%). All other asset categories, in 

return, saw their portion reduced with cash and deposits and other assets 

more than halved. 

The specificity of Denmark is the predominance of corporate securities, 

both equity and bonds. Public bonds play a minor role because public 

deficits are small, as explained in the initial study. As of 2015, about 80% of 

5ŀƴƛǎƘ ǇŜƴǎƛƻƴ ŦǳƴŘǎΩ ŀǎǎŜǘǎ ŀǊŜ ŀƭƭƻŎŀǘŜŘ ǘƻ ōƻƴŘǎ ŀƴŘ Ŝǉǳƛǘȅ ǿƘŜǊŜŀǎ 

cash and deposits are almost zero. The overall asset allocation in 2015, and 

in particular the portion of bills and bonds and equity, resembled the one of 

the other Scandinavian country covered by this report: Sweden (about 65% 

in bills and bonds, about 18% in equities). 

                                                           
27 AIFs : Alternative Investment Funds , which are all the non-UCITS funds 
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Estonian, Latvian, Slovakian and Spanish pension funds held relatively large 

portions of cash and deposits of around 20% in the year of 2015. While the 

ǘǿƻ .ŀƭǘƛŎ ǎǘŀǘŜǎΩ ǇŜƴǎƛƻƴ ŦǳƴŘǎ ŘƛŘ ŀƭǎƻ ƘƻƭŘ ŎƻƴǎƛŘŜǊŀōƭŜ ǇŀǊǘǎ ƛƴ ŜǉǳƛǘƛŜǎ 

(Estonia: 31%, Latvia: 21%), Spanish pensions funds held less (10%) and 

{ƭƻǾŀƪƛŀƴΩǎ ŀƭƳƻǎǘ ƴƻƴŜΦ 

In Germany, collective investment schemes play a predominant role in 

ǇŜƴǎƛƻƴ ŦǳƴŘǎΩ ŀǎǎŜǘǎΦ !ƴ ŀŘŘƛǘƛƻƴŀƭ ŦŜŀǘǳǊŜ ƻŦ DŜǊƳŀƴ ǇŜƴǎƛƻƴ ŦǳƴŘǎ ƛǎ ǘƘŜ 

importance of loans in their assets with most of these loans attributed to 

employees in companies. The portion directed to equities is the second 

lowest (5%) for the countries under review. One has to keep in mind that 

the OECD data aggregates Pensionskassen and the more risky but less 

distributed pension funds. 

Lƴ LǘŀƭȅΣ ǇǳōƭƛŎ ōƻƴŘǎ ŀƴŘ ōƛƭƭǎ ǊŜǇǊŜǎŜƴǘ ƘŀƭŦ ƻŦ ǘƘŜ ǇŜƴǎƛƻƴ ŦǳƴŘǎΩ ŀǎǎŜǘs in 

2015. Households have traditionally been strong investors in Italian 

government bonds, but they have progressively diminished their exposure 

to these types of products and institutional investors, pension funds among 

others, have been compensating for their withdrawals28. 

In the Netherlands, assets are somewhat equally divided into bonds and 

bills on the one hand and equities on the other hand. In 2015, bills and 

bonds are held to a slightly larger extent (47%) while ten years ago equities 

were still a little above (46%). 

In Poland, equity accounted for 82% of the PFE assets in 2015 with a huge 

increase in this asset class in recent years (from 32% in 2005 to 82% in 

2015). Bills and bonds played the smallest role among the countries under 

review, and their decline ran inversely to the rise in equities with cash and 

deposits and other assets being stable over time. 

The United Kingdom has traditionally been the country where equities form 

a major part of asset allocation of pension funds. Their share decreased 

from 47% to 20% between 2005 and 2015. This trend is offset by a growing 

                                                           
28 ½ƛŎŎƘƛƴƻΣ [ŜŀΤ !ƭŜƳŀƴƴƻΣ !ƴŘǊŜŀΤ άLǘŀƭƛŀƴǎ ŀǊŜ ƴƻ [ƻƴƎŜǊ .ƻƴŘ tŜƻǇƭŜέΤ h99 LƴǎƛƎƘǘǎΤ bƻΦ 
5; July 2017. 
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recourse to other (unallocated) assets, which might partly still include 

equities, and by a growing portion of bonds and bills.  

For most countries, the period 2005-2015 shows a decrease in equities and 

an increase in public debt in the asset allocation of pension funds, partially 

due to unrealised capital gains generated by the historical decrease of 

interest rates29. 

Asset performance  

Equity markets  

Equity returns are of volatile nature in the short term and hence need to be 

observed with a long perspective in mind. The real return calculations in 

this report date back to 2000 at the earliest so we likewise take a look at 

how equity markets performed over the same period. In general, the 21st 

century began with one of the most severe bear markets in history and 

faces, in conjunction with the downward cycle of 2007-2008, two longer-

lasting upward cycles from 2003-2006 and 2009-2016.  

  

                                                           
29 A decrease in market interest rates translates into an increase in the mark-to-market value 
of fixed interest debt products held by investors. 



 

 

 

P
e

n
sio

n
 S

a
vin

g
s: T

h
e

 R
e

a
l R

e
tu

rn
 | 2

0
1

7
 E

d
itio

n 

 
 

45 

Table GR 5. Historical Returns on Equity Markets, yearly average 

  
Nominal Return Real Return 

Europe (2000-2016) 2.1% 0.1% 

Belgium (2000-2016) 2.8% 0.9% 

Bulgaria (2006-2016) -11.7% -14.2% 

Denmark (2000-2016) 9.8% 8.1% 

Estonia (2003-2016) 7.2% 3.9% 

France (2000-2016) 1.2% -0.3% 

Germany (2000-2016) 2.1% 0.6% 

Italy (2000-2016) -1.0% -2.9% 

Latvia (2005-2016) 3.1% -0.6% 

Netherlands (2000-2016) 2.2% 0.3% 

Poland (2001-2016) 2.8% 0.8% 

Romania (2006-2016) 3.2% -0.4% 

Slovakia (2000-2016) 8.2% 4.7% 

Spain (2000-2016) 2.3% 0.1% 

Sweden (2000-2016) 3.3% 1.8% 
United 
Kingdom (2000-2016) 2.9% 0.9% 

Source: MSCI Indices (Net Returns), OMX Baltic Riga, Slovakia SAX, Eurostat 

All the used indices are total return (value) indices except for Latvia and Slovakia, 
which are price indices (dividends not included) 

 

Looking at equity performances on a per country basis is not possible over 

the full 17-year period for all countries under review in this report as 

corresponding indexes are not always available. For those complying, most 

have regained their nominal levels ŦǊƻƳ ǘƘŜ ƳƛƭƭŜƴƴƛǳƳΩǎ ŘŜōǳǘ ŀƴŘ ŜǾŜƴ 

recorded distinct positive returns. The only country with a negative average 

nominal return over the full period was Italy, at -1.0%. The other equity 

market with a negative average return, Bulgaria, which performed 

particularly poorly and lost considerably (-11.7%) on average, did so over a 

shorter 11-year period. The best performing equity market could be 

observed in Denmark with a strong quasi double digit annual average 

(9.8%), followed by the Slovakian one at 8.1% and the Estonian (7.2%) for a 

shorter time horizon (over 14 years). The other countries with positive 
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nominal returns lagged behind this trio by a large margin, and their 

averages ranged between 3.3% (for Sweden) and 1.2% (for France).  

As discussed earlier, inflation can have a significant impact on real returns 

in the long run and especially struck Eastern European countries. Looking at 

Ŝǉǳƛǘȅ ƳŀǊƪŜǘ ǊŜǘǳǊƴǎ ŀŘƧǳǎǘŜŘ ŦƻǊ ƛƴŦƭŀǘƛƻƴ όάǊŜŀƭέ ǊŜǘǳǊƴǎύ ƛƴŘŜŜŘ ǎŀǿ ǘƘŜ 

strong return rates for Slovakia and Estonia almost being cut in half (4.7% 

and 3.9%) whereas the Danish equity market still performed very well with 

8.1% in real terms. The Swedish equity market delivered steady returns of 

1.8% while the Belgian, British, Polish and German markets progressed 

slowly (between 0.9% - 0.6%). The Dutch, Spanish, French and Romanian 

markets did not really progress in real terms with the last two having slight 

negative averages (-0.3% and -0.4%). Italy recorded a distinct negative real 

average of almost -3% per year, while the Romanian market suffered -

14.2% on average after deduction of inflation.  

However, the equity indices used in Table GR6 are narrow, large cap only 

indices, usually including only a few tens of stocks each, and excluding all 

mid and small cap equities. Broader indices are required to better reflect 

the returns of the whole equity markets in Europe. Those include mid and 

ǎƳŀƭƭ ŎŀǇƛǘŀƭƛǎŀǘƛƻƴǎΣ ǿƘƛŎƘ ƘŀǾŜ ƳŀǎǎƛǾŜƭȅ ƻǳǘǇŜǊŦƻǊƳŜŘ ǘƘŜ άōƭǳŜ ŎƘƛǇǎέ 

over the last 17 years. As a result, the broader country equity market 

returns were much higher (for example the real return of the French 

broader equity market shown in Graph FR I has been very positive). But 

these broader country equity indices are unfortunately less known and 

often available only for recent years in Europe. 

Only looking at the most recent year of 2016, European equity markets 

continued to progress taken as a whole. However, contrary to the long 

trend, Danish equities clearly slipped (-13.8%) in real terms after a very 

strong year of 2015 (37.4%). The only other two countries with negative 

real performances were Italy (-8.2%) and Belgium (-6.9%). The strongest 

real performance was recorded for Bulgarian equities (25.6%), which were 

worst performing over the long run, followed by Romania (18.1%) and the 

United Kingdom (17.3%) as the subsequent most progressing equity 

markets of the year. 
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When looking at the cumulated results at European level, as well as in the 

individual countries where we developed this analysis (see French, German, 

Spanish and UK country cases), broad stock market indices performed much 

ōŜǘǘŜǊ ǘƘŀƴ ǘƘŜ ōŜǘǘŜǊ ƪƴƻǿƴ ŀƴŘ ƳǳŎƘ ƴŀǊǊƻǿŜǊ ƭŀǊƎŜ ŎŀǇ ƻǊ άōƭǳŜ ŎƘƛǇέ 

indices (Stoxx Europe 50, FTSE 100, DAX 30, IBEX 35, CAC 40). 

The following graph shows a comparison of the broad STOXX All Europe 

Total Market index which includes 1466 European stocks (as of 23 June 

2017)30 and the much narrower Stoxx Europe 50.  

 

Sources: BETTER FINANCE calculations based on STOXX Limited and Eurostat 

                                                           
30 https://www.stoxx.com/index-details?symbol=TE1P. There was no data available for the 
year 2000. The performance of the narrower MSCI Europe TR (Net) index (446 components 
as of 31 May 2017) for that year was taken as a proxy instead. 
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At European level, the difference at the end of our 17-year period is an 

astonishing 50.5% in favour of the broader stock market index. And 

whereas the performance of the narrow index (17.6%) was heavily 

outmatched by inflation (40.9%) over the last 17 years, the broader 

European stock market recorded a positive real performance with a 

cumulated gain of 68.0%.  

Government bond markets  

As already mentioned above, it is important to note that a decrease in 

interest rates translates into an increase in the mark-to-market value of 

bonds which had a positive impact on outstanding debt assets of pension 

funds. In return however, the capability to offer a good remuneration 

through new bond issuances is hereby reduced. 

The following table indicates the returns of six major European bond 

markets for the period from 2000-2016: 

Table GR 6. Historical Returns on Bond Markets, yearly average 

  

Nominal Return Real Return 

Belgium (2000-2016) 5.7% 3.6% 

France (2000-2016) 5.3% 3.6% 

Germany (2000-2016) 5.1% 3.5% 

Italy (2000-2016) 5.6% 3.6% 

Netherlands (2000-2016) 5.2% 3.3% 

Spain (2000-2016) 5.6% 3.3% 

United Kingdom (2000-2016) 6.0% 3.9% 

Source: Barclays (All Maturities Indices), Eurostat 

 

The European government bond markets all showed steady nominal 

average returns over the whole period under review, ranging in between 

6.0% (the United Kingdom) and 5.1% (Germany). Real average returns 

ranged even closer together, with again the United Kingdom leading the 

way at 3.9% and the Netherlands at the bottom at 3.3%. While equity 

markets usually perform better in the long run, each of the government 

bond markets under review outperformed the corresponding equity 

markets from Table 6 in the period from 2000 to 2016. 
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Looking at the year of 2016, most of the bond markets performed within 

reach of their long term average with the exception of the bond markets in 

the United Kingdom and Italy. While British government bonds recorded an 

exceptional real return of 9%, Italian ones did not progress much after 

deduction of inflation (0.3%).  

The following graph shows the long-term cumulated returns of European 

bonds as a whole, that is both government and corporate bonds, as 

measured by the Barclays Pan-European TR index: 

 

Source: BETTER FINANCE research based on Barclays 

Over the last 17 years, European bonds as a whole enjoyed a very positive 

nominal return which was significantly higher than the return of European 
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equities, and due to the continuous fall of bond interest rates over the 

period in review. It is difficult to foresee a continuation of this past trend 

given the very low level of interest rates reached today. 

Graph GR II shows that this period has indeed been particularly favourable 

to bonds as an asset class as the considerable outperformance of European 

inflation over time illustrates. 

Portfolio Manager / Advisor Competence  

The initial BETTER FINANCE study highlighted that in almost all categories of 

investment funds, a majority of funds under-performed their benchmarks. 

Investment funds play an important role in tƻŘŀȅΩǎ ŀǎǎŜǘ ŀƭƭƻŎŀǘƛƻƴ ƻŦ 

pension vehicles, thus it is interesting to compare investment fund 

performances to benchmarks.  

¢ƘŜ {ǘŀƴŘŀǊŘ ϧ tƻƻǊΩǎ ŀƴƴǳŀƭ ά{tL±!έ ǊŜǇƻǊǘ ƳŜŀǎǳǊŜǎ ǘƘŜ ǇǊƻǇƻǊǘƛƻƴ ƻŦ 

active funds that have beaten their benchmark. The results from the latest 

SPIVA Europe Scorecard for year-end 2016 are shown in the following table: 

Table GR 7. Percentage of European Equity Funds Beating their 
Benchmarks 

Fund 
Category 

Comparis
on Index 

1-year 
(2016) 

3-year 
(2014-
2016) 

5-year 
(2012-
2016) 

10-year 
(2007-
2016) 

Data in euros 

Europe 
Equity 

S&P 
Europe 

350 
20 26 26 12 

Eurozone 
Equity 

S&P 
Eurozone 

BMI 
20 16 12 10 

France 
Equity 

S&P 
France 
BMI 

33 33 22 16 

Germany 
Equity 

S&P 
Germany 

BMI 
12 22 20 18 
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Italy 
Equity 

S&P Italy 
BMI 

39 36 42 24 

Spain 
Equity 

S&P Spain 
BMI 

34 33 30 18 

Netherlan
ds Equity 

S&P 
Netherlan

ds BMI 
38 18 6 3 

Data in local currencies 

U.K. 
Equity 

S&P 
United 

Kingdom 
BMI 

13 38 50 26 

Denmark 
Equity 

S&P 
Denmark 

BMI 
97 78 79 20 

Poland 
Equity 

S&P 
Poland 

BMI 
31 48 46 22 

Sweden 
Equity 

S&P 
Sweden 

BMI 
45 77 55 46 

Source: S&P Dow Jones Indices LLC, Morningstar. 

Outperformance is based on equal-weighted fund counts. Index performance based on total 
return. 

 

The latest findings for the year of 2016 reveal again that a large majority of 

funds do not outperform their respective benchmark with Denmark being 

the only exception. For funds investing in European equities, only 20% were 

able to outperform their benchmark, the S&P Europe 350. The worst results 

on a country basis were recorded in Germany and the UK, where only 12% 

respectively 13% outperformed the respective country index. Funds 

investing in the Nordic countries compared better. While 45% of funds 

investing in Swedish equity beat their benchmark almost all funds investing 

in Danish equities outperformed the respective country index (97%).  

For retirement savings products, consistent positive long-term returns are 

of particular importance. The SPIVA Europe Scorecard discloses 
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outperformances over a ten-year period as the longest time horizon. The 

performance of funds in comparison to their benchmarks tends to worsen 

over the long run. Over 10 years, only 12% of the funds investing equities in 

Europe outperform their benchmark and almost none of those investing in 

Dutch equities (3%). Only those investing in Germany and the UK tend to 

relatively perform better long-term than in the year of 2016. Those 

investing in Swedish equities remain stable by outperforming in a little less 

than 50% of the cases (46%). The SPIVA Scorecard furthermore reveals that 

active portfolio management did also largely underperform in less efficient 

markets31. However, definitive conclusions cannot be drawn from these 

calculations because they relate to a period that is too short, including no 

more than two cyclical periods: equity markets fell sharply in 2008 and 

2009, then they recovered progressively until June 2017, with short sub-

periods of decline in most countries. Prior research found that investment 

funds tend to outperform their benchmarks in a bearish market while they 

underperform in a bullish market. 32 

For a longer time horizon and especially in the case of retirement savings, a 

recent study33 provides relevant results for UK personal pension funds 

operated by 35 providers over a 30-year period (1980-2009). Big providers 

performed better than their prospectus benchmarks but they 

ǳƴŘŜǊǇŜǊŦƻǊƳŜŘ ǘǊŜŀǎǳǊȅ ōƛƭƭǎ ƻǾŜǊ ǘƘŜ ǇŜǊƛƻŘ ƻŦ ŀ ŦǳƴŘΩǎ ƭƛŦŜǎǇŀƴΦ {ƛƳƛƭŀǊƭȅΣ 

specialisation of portfolio managers in the investment universe proves to 

deliver superior average annual returns but does not show superior long-

term performances. More generally, they found that the short-term 

performances based on arithmetic annual averages are not relevant 

indicators of the long-term performance calculated as geometric 

compounded returns similar to the methodology used in the present study. 

The authors also showed that younger funds perform better than the older 

                                                           
31 S&P Dow Jones Indices (2017): SPIVA® Europe Scorecard, Year-End 2016, April 2017. 
32 IODS (2014) : Study on the Performance and Efficiency of the EU Asset Management 
Industry, a study for the European Commission (Internal Market and Services DG) and the 
Financial Services User Group (FSUG), August 2014 
33 Anastasia Petraki and Anna Zalewska (April 2014)Σ ά²ƛǘƘ ǿƘƻƳ ŀƴŘ ƛƴ ǿƘŀǘ ƛǎ ƛǘ ōŜǘǘŜǊ ǘƻ 
ǎŀǾŜΚ tŜǊǎƻƴŀƭ ǇŜƴǎƛƻƴǎ ƛƴ ǘƘŜ ¦YέΣ ǿƻǊƪƛƴƎ ǇŀǇŜǊ ƻŦ ǘƘŜ /ŜƴǘǊŜ ŦƻǊ aŀǊƪŜǘ ŀƴŘ tǳōƭƛŎ 
Organisation, University of Bristol. 
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ones, which are under lower competitive pressure given the cost of leaving 

a fund to join a better performing one.  

Investment charges  

Findings of the initial study by BETTER FINANCE on the opacity and weight 

of charges did not change dramatically in the subsequent research reports. 

Charges are often very complex and far from being harmonised for 

different pension providers. Consequently, this makes it difficult for 

consumers to understand and entirely capture the magnitude of charges on 

their pension product. Generally speaking, charges are heavier on personal 

pension products than on occupational pension funds, as employers are in 

better position to negotiate with competing providers than individuals are. 

To tackle this complexity, some pension providers - for example, some 

auto-enrolment schemes in the United Kingdom ς set up fixed costs per 

member, but this penalises low paid workers. A report of the Office of Fair 

Trading (2013) highlighted the lack of transparency and comparability in 

terms of fees charged to members of UK pension funds: various fees are 

added to the Annual Management Charges (AMC) on the basis of which 

pension fund providers usually promote their services. The dispersion of 

charges has also been found to be very significant, depending amongst 

others, on the type (personal plans are more heavily charged than 

occupational ones) and the size of the funds. 

Following the OFT study, the Department for Work and Pensions issued a 

regulation which took effect on 6 April 201534. The default schemes used by 

employers to meet their automatic enrolment duties are subject to a 0.75% 

cap on AMCs. The cap applies to most charges, excluding transaction costs. 

aƻǊŜƻǾŜǊΣ ŀƴ ŀǳŘƛǘ ǿŀǎ ŎƻƴŘǳŎǘŜŘ ƻƴ ǎŎƘŜƳŜǎ ōŜƛƴƎ άŀǘ Ǌƛǎƪ ƻŦ ōŜƛƴƎ ǇƻƻǊ 

ǾŀƭǳŜ ŦƻǊ ƳƻƴŜȅέΦ Lǘ ŦƻǳƴŘ ǘƘŀǘ ŀōƻǳǘ ƻƴŜ ǘƘƛǊŘ ƻŦ ǎǳǊǾŜȅŜŘ ǎŎƘŜƳes had 

AMCs superior to 1% and that a significant number of savers would have to 

pay exit fees superior to 10% in case they wanted to switch to a better 

performing fund. Moreover, starting from October 2017, existing early exit 

                                                           
34 https://www.legislation.gov.uk/ukpga/2015/8/contents/enacted  

https://www.legislation.gov.uk/ukpga/2015/8/contents/enacted
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charges in occupational pension schemes cannot exceed 1% of the 

ƳŜƳōŜǊΩǎ ōŜƴŜŦƛǘǎ ŀƴŘ ƴƻ ƴŜǿ ŜŀǊƭȅ ŜȄƛǘ ŎƘŀǊƎŜǎ Ŏŀƴ ōŜ ƛƳǇƻǎŜŘ ǘƻ 

members who joined that scheme after 10 October 2017. 

While not necessarily as advanced as in the United Kingdom, the 

introduction of transparent, limited and comparable charges are subject of 

debate in several of the investigated countries.  

Taxation  

The general model applied to pension products is usually deferred taxation: 

contributions are deducted from the taxable income and pensions are 

taxed within the framework of income tax or, usually, at a more favourable 

rate. Some countries are currently in the middle of a transitional phase 

comprising proportionate deferred taxation which will lead to entire 

deferred taxation in the future. 

The so-called EET reƎƛƳŜΣ άŀ ŦƻǊƳ ƻŦ ǘŀȄŀǘƛƻƴ ƻŦ ǇŜƴǎƛƻƴ ǇƭŀƴǎΣ ǿƘŜǊŜōȅ 

contributions are exempt, investment income and capital gains of the 

pension fund are also exempt and benefits are taxed from personal income 

taxation35έ ƛǎ ǇǊŜŘƻƳƛƴŀƴǘ ƛƴ ǘƘŜ ŎƻǳƴǘǊƛŜǎ ŎƻǾŜǊŜŘ ōȅ ǘƘƛǎ ǊŜǎearch report. 

There are only a few exception, like in Poland, where the reverse rule is 

applied: contributions are paid from the taxable income while pensions are 

tax-free (the only exception from the TEE regime are IKZEs ς individual 

pension savings accounts). Pensions in Sweden are taxed in all three stages 

with contributions to occupational pensions being partially deductible as 

the only exception. Furthermore, in Bulgaria and for the funded pensions in 

Slovakia, one can even observe EEE regimes with no pension taxation at all 

within defined tax exemption limits. 

Usually, the accumulated capital can be withdrawn by the saver as a lump 

sum at the retirement age, at least partially. Our calculations of returns net 

of taxation are based on the most favourable taxation case and assuming 

that the saver withdraws the maximum lump sum possible. 

                                                           
35 OECD definition:  https://stats.oecd.org/glossary/detail.asp?ID=5225  

https://stats.oecd.org/glossary/detail.asp?ID=5225
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Savings products used as retirement preparation but which are not strictly 

pension products might benefit from a favourable tax treatment. This is the 

case of life insurance in France but successive increases of the rate of 

άǎƻŎƛŀƭ ŎƻƴǘǊƛōǳǘƛƻƴǎέ ƻƴ ǘƘŜ ƴƻƳƛƴŀƭ ƛƴŎƻƳŜ ǘŜƴŘ ǘƻ ŘƛƳƛƴƛǎƘ ǘƘŜ ǊŜǘǳǊƴǎ 

of the investment. 

An overview of the main taxation rules applied on a country basis can be 

found in the following table: 
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Table GR 8. Overview of Main Taxation Rules Applied in the Country Reports 

Belgium  /ƻƴǘǊƛōǳǘƛƻƴǎ ŀǊŜ ǘŀȄ ŘŜŘǳŎǘƛōƭŜ ǳǇ ǘƻ ǇǊŜǎŎǊƛōŜŘ ƭƛƳƛǘǎΤ 

   bƻ ǘŀȄŀǘƛƻƴ ƛƴ ǘƘŜ ŎŀǇƛǘŀƭ ŀŎŎǳƳǳƭŀǘƛƻƴ ǇƘŀǎŜΤ 

  
 tƛƭƭŀǊ LLΥ ¢ŀȄŀǘƛƻƴ ƛƴ Ǉŀȅ-out phase depending on origin of 

contribution, local taxes to be added; 

  
 tƛƭƭŀǊ LLLΥ ¢ŀȄŀǘƛƻƴ ƛƴ Ǉŀȅ-out phase at the age of 60, local taxes to be 

added. 

Bulgaria  999 ǊŜƎƛƳŜΤ 

 
 !ƴƴǳŀƭ ŎƻƴǘǊƛōǳǘƛƻƴǎ ƻŦ ǳǇ ǘƻ мл҈ ƻŦ ŀƴƴǳŀƭ ǘŀȄŀōƭŜ ƛƴŎƻƳŜ ƛǎ ǘŀȄ 

free; 

Denmark 
 /ƻƴǘǊƛōǳǘƛƻƴǎ ŀǊŜ usually tax deductible (exception lump sum 

contributions); 

  
 LƴǘŜǊŜǎǘΣ ŘƛǾƛŘŜƴŘǎΣ ŜŀǊƴƛƴƎǎ ŀƴŘ ƭƻǎǎŜǎ ŀǊŜ ǘŀȄŜŘ ŀǘ мрΦо҈ ƛƴ ǘƘŜ 

capital accumulation phase; 

  
 ¢ŀȄŀǘƛƻƴ ŀǘ ǘƘŜ ǇŜǊǎƻƴŀƭ ƛƴŎƻƳŜ ǊŀǘŜ ƛƴ ǘƘŜ Ǉŀȅ-out phase (lump 

sum pay-outs are tax free). 

Estonia 
 CǳƴŘŜŘ ǇŜƴǎƛƻƴǎ ŀǊŜ ǘŀȄŜŘ ŀŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ 99¢ ǊŜƎƛƳŜ ǿƛǘƘ ǎƻƳŜ 

specifications (deductions) concerning the payouts;  

 
 {ǳǇǇƭŜƳŜƴǘŀǊȅ ǇŜƴǎƛƻƴǎ ŀǊŜ ǘŀȄŜŘ ŀŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ 99¢ ǊŜƎƛƳŜΦ 

France  /ƻƳǇƭŜȄ ǘŀȄŀǘƛƻƴ ǊŜƎƛƳŜǎΤ 

  
 /ƻƴǘǊƛōǳǘƛƻƴǎ ǘƻ ǎƻƳŜ DC pension plans (PERCO and PERP) are 

income tax deductible but no deductibility from social levies. No tax 
deductibility for life insurance contracts; 

   ¢ŀȄŀǘƛƻƴ ƛƴ ǘƘŜ ǊŜǘƛǊŜƳŜƴǘ ǇƘŀǎŜ όǎƻƳŜǘƛƳŜǎ ǿƛǘƘ ǘŀȄ ǊŜŘǳŎǘƛƻƴǎύΦ 

Germany 
 99¢ ǊŜƎƛƳŜΣ transitional phase towards deferred taxation at the 

moment; 

 
 /ƻƴǘǊƛōǳǘƛƻƴǎ ŀǊŜ ǘŀȄ ŘŜŘǳŎǘƛōƭŜ ŦƻǊ ǎǇƻƴǎƻǊŜŘ ǊŜǘƛǊŜƳŜƴǘ ǇǊƻŘǳŎǘǎ 

up to prescribed limits; 

 
 ¢ŀȄŀǘƛƻƴ ŀǘ ǘƘŜ ǇŜǊǎƻƴŀƭ ƛƴŎƻƳŜ ǊŀǘŜ ƛƴ ǘƘŜ Ǉŀȅ-out phase for 

sponsored retirement products. 

Italy   9¢¢ ǊŜƎƛƳŜΣ ŎƻƴǘǊƛōǳǘƛƻƴǎ ŀǊŜ ǘŀȄ ŘŜŘǳŎǘƛōƭŜ ǳǇ ǘƻ ǇǊŜǎŎǊƛōŜŘ ƭƛƳƛǘǎΤ 

  
 !ŎŎǊǳŀƭǎ ŀǊŜ ǘŀȄŜŘ ŀǘ нл҈ όмнΦр҈ ƻƴ ƛƴŎƻƳŜ ŘŜǊƛǾŜŘ ŦǊƻƳ ǇǳōƭƛŎ 

bonds) in the capital accumulation phase; 

   ¢ŀȄŀǘƛƻƴ ƛƴ ǘƘŜ Ǉŀȅ-out phase varies from 9-15%. 

Latvia 

 Pillar II ς State Funded Pensions are not subject to taxation in the 
contribution and capital accumulation phase. Pension benefits are 
subject to personal income tax while there is also a non-taxable 
minimum; 
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 tƛƭƭŀǊ LLL ς Voluntary private pension are generally taxed as Pillar II, 

however there are deduction limits in the contribution phase. 

Poland 

 ¢99 ǊŜƎƛƳŜ ŦƻǊ 9ƳǇƭƻȅŜŜǎ tŜƴǎƛƻƴ tǊƻƎǊŀƳǎ όtt9ύ ŀƴŘ LƴŘƛǾƛŘǳŀƭ 
Retirement Accounts (IKE), contributions to Individual Retirement 
Savings Accounts (IKZE) are tax deductible up to prescribed limits (EET 
regime); 

  
 tt9 ŀƴŘ LY9 ŀǊŜ ƴƻǘ ǘŀȄŜŘ ƛƴ ǘƘŜ ǊŜǘƛǊŜƳŜƴǘ ǇƘŀǎŜΣ LY½9 ŀǊŜ ǎǳōƧŜŎǘ 

to a reduced flat-rate income tax of 10%. 

Romania 
 CƻǊ ŦǳƴŘŜŘ ǇŜƴǎƛƻƴǎΣ ŎƻƴǘǊƛōǳǘƛƻƴǎ ŀƴŘ ƛƴǾŜǎǘƳŜƴǘ ƛƴŎƻƳŜ ŀǊŜ ǘŀȄ 

exempted while benefits above a certain limit are subject to the 
personal income tax; 

 

 CƻǊ ǾƻƭǳƴǘŀǊȅ ǇǊƛǾŀǘŜ ǇŜƴǎƛƻƴǎΣ ŎƻƴǘǊƛōǳǘƛƻƴǎ ŀǊŜ ǘŀȄ ŘŜŘǳŎǘƛōƭŜ ǳǇ 
to a deduction limit, investment income is tax exempted and benefits 
are subject to the personal income tax. 

Slovakia  CǳƴŘŜŘ ǇŜƴǎƛƻƴǎ ŀǊŜ ǳǎǳŀƭƭȅ ƴƻǘ ǘŀȄŜŘ ό999 ǊŜƎƛƳŜύΤ 

  
 {ǳǇǇƭŜƳŜƴǘŀǊȅ ǇŜƴǎƛƻƴǎ Ŧƻƭƭƻǿ ǘƘŜ 99¢ ǊŜƎƛƳŜ ǿƛǘƘ ǎŜǾŜǊŀƭ 

exceptions and specifications. 

Spain  99¢ ǊŜƎƛƳŜΣ ŎƻƴǘǊƛōǳǘƛƻƴǎ ŀǊŜ ǘŀȄ ŘŜŘǳŎǘƛōƭŜ ǳǇ ǘƻ ǇǊŜǎŎǊƛōŜŘ ƭƛƳƛǘǎΤ 

 
 bƻ taxation in the capital accumulation phase; 

 
 tŀȅ-outs are taxed differently depending whether they take the 

form of an annuity or the form of a lump sum payment. 

Sweden 
 /ƻƴǘǊƛōǳǘƛƻƴǎ ǘƻ ƻŎŎǳǇŀǘƛƻƴŀƭ ǇŜƴǎƛƻƴǎ Ŏŀƴ ōŜ ǇŀǊǘƭȅ ŘŜŘǳŎǘŜŘ ŦǊƻƳ 

tax while contributions to private pension are taxed; 

  
 LƴǾŜǎǘƳŜƴǘ ǊŜǘǳǊƴ ƛǎ ǎǳōƧŜŎǘ ǘƻ ǘŀȄ ǊŀǘŜ ƻƴ ǎǘŀƴŘŀǊŘ ŜŀǊƴƛƴƎǎ ŀǘ 

15%; 

   tŀȅƻǳǘǎ ŀǊŜ ƎŜƴŜǊŀƭƭȅ ǎǳōƧŜŎǘ ǘƻ ƛƴŎƻƳŜ ǘŀȄΦ 

The 
Netherlands 

 99¢ ǊŜƎƛƳŜΤ 

 
 /ƻƴǘǊƛōǳǘƛƻƴǎ ǇŀƛŘ ƛƴǘƻ ǇŜƴǎƛƻƴ ŦǳƴŘǎ ŀǊŜ ǘŀȄ deductible; 

 
 ¢ŀȄŀǘƛƻƴ ƛƴ ǘƘŜ Ǉŀȅ-out phase at the personal income tax rate. 

United 
Kingdom 

 99¢ ǊŜƎƛƳŜΤ 

  
 !ƭƭƻǿŀƴŎŜǎ ŀƴŘ ǘŀȄ ǊŜƭƛŜŦ ƻƴ ŎƻƴǘǊƛōǳǘƛƻƴǎ ǿƛǘƘ ǘŜǎǘ ŀƎŀƛƴǎǘ ƭƛŦŜǘƛƳŜ 

allowance 

  
 tŀȅ-outs are taxed as income, there are three marginal rates in the 

UK at the moment. 

 Source: BETTER FINANCE elaboration 
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Conclusion  

The objective of this research report is a global overview of the real return 

of private pensions in the 15 EU countries under review. The net returns 

after fees, commissions, inflation and taxes are critical to protect the 

purchasing power of the income of pension savers when they retire. 

Unfortunately, information on these real returns is scarce and often even 

deteriorating, hence this research report supplies a global and coherent 

approach making use of all individual and historical data available in order 

to augment transparency and deliver simulations on real performances to 

EU pension savers. One has to keep in mind that the diversity of the 

European pension landscape and the lack of available data complicate the 

drawing of straightforward conclusions. For instance, most pension funds 

for the countries under review are offered as defined contribution plans 

while those in Germany, as of now, and the majority in Belgium are offered 

as defined benefit plans.  

Table GR 9. Yearly Real Returns of Private Pension Products (before 
taxes) 

Belgium Pension Funds (IORP [1]), 2000-2016: +1.90% 
  ñAssurance Groupeò (Branch 21), 2002-2014: + 1.63% 
  Pension Savings Funds, 2000-2016: +1.70% 
  Life Insurance, Guaranteed, 2002-2014: +2.00% 

Bulgaria Universal Pension Funds, 2002-2016: +1.40% 

  Occupational Pension Funds, 2001-2016: +1,40% 

  Voluntary Pension Funds, 2002-2016: +0.30% 

Denmark Pension funds, 2002-2015: +4.82% 

Estonia Mandatory Pension Funds, 2002-2016: +0.36% 
  Supplementary Pension Funds, 2002-2016: +1,13% 
France Life Insurance, Guaranteed, 2000-2016: +1.94% 
  Life Insurance, Unit-linked, 2000-2016: -0.19% 
  Corporate savings plans, 2000-2016: +0.72% 
Germany Pensionskassen & Pension Funds, 2002-2015: +2.19% 
  Riester Pension Insurance, 2005-2016: +1.61% 
  Rürup Pension Insurance, 2005-2016: +1.63% 
  Personal Pension Insurance, 2000-2016: +2.29% 
Italy Closed Pension Funds, 2000-2016: +1.33% 
  Open Pension Funds, 2000-2016: -0.14% 
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  PIP With Profits, 2008-2016: +1.09% 

  PIP Unit-Linked, 2008-2016: +0.63% 

Latvia State Funded Pension Funds, 2003-2016: -0.43% 

  Voluntary Private Pension, 2011-2016: +2.06% 
Poland Employee Pension Funds, 2002-2016: +4.13% 
Romania Pillar II Funded Pensions, 2008-2016: +5.32% 
  Voluntary Pension Funds, 2007-2016: +2.79% 
Slovakia Pillar II Pension Funds, 2005-2016: -0.24% 
  Supplementary Pension Funds, 2009-2016: +0.53% 

Spain Pension funds (weighted average), 2000-2016: -0.07% 

Sweden 
AP7 Occupational pension fund, default option 2000-
2016 +8.66% 

  
AP7 Occupational pension fund, own choice of other 
fund or funds 2000-2016 +5.51% 

The 
Netherlands 

Pension Funds, 2000 - 2016: +2.84% 

 
Life Insurance, 2000 - 2016: -0.32% 

United 
Kingdom 

Pension Funds, 2000-2015, +2.6% 

Source: BETTER FINANCE Research, BETTER FINANCE Research 

 [1] Occupational pension funds as per the definition and scope of the EU ñInstitutions for 
Occupational Retirement Provision Directiveò (IORP).   

 

This update of the original study by BETTER FINANCE highlights an 

improvement of the real returns of pension savings over the period 2000-

2016 as compared to 2002-2011, in the context of upwards equity markets 

and declining inflation rates. We also tried to extend calculations to the 

longer period of time that we are considering, from 2000 to 2016, when 

data were available. Over the long run, real returns were on average quite 

low and below those of capital markets (equities and bonds). 

In France, retirement provision through the widely used life insurance 

showed positive returns for guaranteed contracts and negative returns for 

unit-linked ones. 

Italy and the United Kingdom are two opposite examples of policy options 

chosen by governments to tackle the imbalances of pension systems. In 

Italy, an ambitious reform was implemented by Minister Elsa Fornero under 
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the Monti government in order to secure the public PAYG system, despite 

very unfavourable demographic trends. As such, the poor returns of the 

personal pension plans will have a limited impact on the replacement rates 

ƻŦ ǊŜǘƛǊŜŜǎΩ ƛƴŎƻƳŜΦ 

By contrast, pensions in the UK are more heavily dependent on pre-funded 

ǎŎƘŜƳŜǎΦ ¢ƘŜ ƎƻǾŜǊƴƳŜƴǘ Ƙŀǎ ƛƳǇƭŜƳŜƴǘŜŘ άŀǳǘƻ-ŜƴǊƻƭƳŜƴǘέ ǘƻ ŜȄǘŜƴŘ 

the benefits of pension funds to most employees. Here, excessive charges 

borne by pension fund members have led public authorities to take 

measures in order to improve transparency and to limit the fees charged by 

pension providers.  

Like in Italy, demographic trends in Germany are very unfavourable and the 

government ran several reforms to promote private pension savings with 

the latest reforms aiming mainly at occupational provision but also 

impacting the continuously criticised Riester through higher allowances. 

In Spain, the promotion of occupational and personal pension schemes has 

only recently been established. Personal pension provisions and pension 

funds are taxed according to the beneficial EET formula; however, pension 

disclosures to individuals are broadly inadequate. The 17-year period 

provides around zero returns in real terms for pension funds. 

Only a small minority of Poles participates in employee pension schemes 

and personal pension products because they have only recently been set 

ǳǇΦ ¢ƘƻǎŜ ǿƘƻ ǇŀǊǘƛŎƛǇŀǘŜŘ ƛƴ ŜƳǇƭƻȅŜŜǎΩ ǇŜƴǎƛƻƴ ŦǳƴŘǎ ōŜƴŜŦƛǘǘŜŘ ŦǊƻƳ ŀ 

very substantial annual real rate of return of about 4%. However, the 

disclosure policy of pension providers is far from being satisfactory, 

especially as there is no guarantee: a market downturn would severely 

impact the wealth of pension fund participants, a risk that few of them may 

be aware of.  

Pension funds in the Netherlands were among the better performers at 

+2.8% over the long 17-year period, while insurance companies lost -0.3% 

in real terms over the same period. 
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The best results for funded pension schemes were recorded in Romania 

with a strong real return of +5.3% before taxation, but over a 9-year period 

only. Albeit performing only half as strong as the funded ones, voluntary 

pensions did also clearly perform positively (+2.8%) over 10 years. 

Funded pensions in Slovakia lost in real terms (-0.2%) over a 12-year period 

while supplementary pensions performed slightly positive at +0.5% over 8 

years. 

In Bulgaria, universal, occupational and professional pension funds all could 

record positive real returns between 0.1% and 0.8% supported by the very 

favourable EEE formula.  

In the Baltic States, supplementary pensions could register positive returns 
(Estonia 1.1% and Latvia 2.0%) before taxation, while funded pensions were 
close to zero in Estonia and lost in real terms in Latvia. 
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Recommendatio ns 

1. Restore and harmonise relative past performance disclosure for all long-

term and retirement savings products: 

¶ Re-ƛƴǎǘŀǘŜ ǎǘŀƴŘŀǊŘƛǎŜŘ ŘƛǎŎƭƻǎǳǊŜ ƻŦ Ǉŀǎǘ ǇŜǊŦƻǊƳŀƴŎŜ ƻŦ άǊŜǘŀƛƭέ 

investment products compared to objective market benchmarks (as 

required up to 2017 for all UCITS investment funds in the UCITS IV 

Directive and in the KIID Regulation of 201036): long-term historical 

returns after inflation; after all charges to the investor; and after tax 

when possible. 

¶ The length of time of the past performance disclosure must be 

consistent with the time horizon of the investment product: it 

currently stands at minimum 10 years for UCITs funds; it should 

therefore be longer for pension products. 

¶ Disclosure of total fees and commissions charged to the end investor, 

both direct and indirect.  

¶ Disclosure of funding status when relevant.  

¶ Disclosure of transfer/exit possibilities and conditions, in plain 

language. 

¶ 9ȄǘŜƴŘ ǘƘŜ twLLtǎΩ37 KID38 principle (meaning a standardized plain-

language and short information document) to all long-term and 

pension savings products, including pension funds, shares and bonds.  

2. Quickly implement the European /ƻƳƳƛǎǎƛƻƴΩǎ ά/ŀǇƛǘŀƭ aŀǊƪŜǘǎ ¦ƴƛƻƴέ 

Action Plan of September 2015 in order for άǘƘŜ 9ǳǊƻǇŜŀƴ {ǳǇŜǊǾƛǎƻǊȅ 

Authorities (ESAs) to work on the transparency of long term retail and 

pension products and an analysis of the actual net performance and fees, 

as set out in Article 9 of the ESA RegulationsέΦ  

                                                           
36 But abrogated on 8 March 2017 by the Commission delegated regulation (EU) 2017/653, 
supplementing Regulation (EU) No 1286/2014 on key information documents for PRIIPs 
37 PRIIPs: Packaged Retail and Insurance-based Investment Products 
38 KID: Key Information Document (the existing summary document for UCITS funds is the 
άYLL5έΥ YŜȅ LƴǾŜǎǘƻǊ LƴŦƻǊƳŀǘƛƻƴ 5ƻŎǳƳŜƴǘύΦ 
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3. The EU should move full speed ahead with and improve its Pan-

European Personal Pension Plan (PEPP) proposal to, at least, protect the 

long-term purchasing power of the life-time savings of EU citizens in the 

default investment option:   

¶ with a default option that is really simple (enough so to be subscribed 

to without advice or related fees), low cost and really safe; 

¶ with free alternative investment options including direct investments 

into listed equities and bonds in order to be consistent with the 

ά/ŀǇƛǘŀƭ aŀǊƪŜǘǎ ¦ƴƛƻƴέ Ǝƻŀƭǎ ŀƴŘ ǘƻ ŀƭƭow EU citizens to get a 

decent long-term return and retirement income; 

¶ benefiting from an equivalent tax regime, comparable to existing 

national personal pension products. 

4. Simplify, standardise and streamline the range of product offerings: 

¶ Restrict the use of non-¦/L¢ǎ ŦǳƴŘǎ όǘƘŜ нлΣллл ƻǊ ǎƻ ά!LCǎέύ ƛƴ ŀƭƭ 

packaged long-term and pension products promoted to savers and 

individual investors. 

¶ Reduce the excessive number of UCITs on offer in the EU. 

¶ Ensure the ESAs get and make full use of product intervention 

powers in order to ban any and all toxic investment products 

targeted at individual investors. 

¶ Require for the ESAs to ensure EU individual investors have full 

access to low fee investment products such as shares, bonds and 

index ETFs (in line with the CMU initiative of the EU). 

5. Establish EU-wide, transparent, competitive and standardised retail 

annuities markets; and grant more freedom to pension savers to choose 

between annuities and withdrawals (but after enforcing a minimum 

threshold for a guaranteed life-time retirement income). 

6. Improve the governance of collective schemes: at least half of the 

ǎŎƘŜƳŜǎΩ ǎǳǇŜǊǾƛǎƻǊȅ ōƻŘƛŜǎ ǎƘƻǳƭŘ ōŜ ŘŜǎƛƎƴŀǘŜŘ ŘƛǊŜŎǘƭȅ ōȅ ǘƘŜ 

ǇŜƴǎƛƻƴ ǎŎƘŜƳŜǎΩ ǇŀǊǘƛŎƛǇŀƴǘǎΦ  
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7. Align the pricing of investment products with the interests of savers, end 

biased advice at the point of sale and guarantee competent advice on 

long-term investments, including equities and bonds; more powers to 

ǎǳǇŜǊǾƛǎƻǊǎ ǘƻ ōŀƴ άǊŜǘŀƛƭέ ŘƛǎǘǊƛōǳǘƛƻƴ ƻŦ ǘƻȄƛŎ ƛƴǾŜǎǘƳŜƴǘ ǇǊƻŘǳŎǘǎΦ  

8. Grant special treatment through prudential regulations (Solvency II in 

particular) to all long-term & pension liabilities allowing for an adequate 

asset allocation.  

9. Taxation to incentivise Pan-European long-term retirement savings and 

investments over consumption and short-term savings: Pan-European 

products such as ELTIFs and PEPPs will not emerge significantly unless 

they get the most favourable tax treatment already granted to 

numerous other nationally sponsored long-term investment products. 

The FTT (Financial Transactions Tax) should be reviewed in order for it to 

actually meet its stated goal of taxing the transactions of financial 

institutions (the largest ones by far being the Forex ones, followed by 

derivatives) instead of those from the real economy (especially 

individual ones and those of end-investors in equities and corporate 

ōƻƴŘǎύΦ ¢ƻ ǘƘƛǎ ŜƴŘ ŀ C!¢ όCƛƴŀƴŎƛŀƭ !ŎǘƛǾƛǘƛŜǎ ¢ŀȄύ Ƴŀȅ ōŜ ƳƻǊŜ άŦƛǘ ŦƻǊ 

ǇǳǊǇƻǎŜέΦ  

10. Basics in terms of financial mathematics (compounding interest rates 

and returns, annuities) and capital markets (shares and bonds) to be 

part of school curricula; financial institutions to inform clients on shares 

and bonds (and not only on fee-ƭŀŘŜƴ άǇŀŎƪŀƎŜŘέ ǇǊƻŘǳŎǘǎύΣ ŀƴŘ ǘƻ 

allow for at least a part of their financial education efforts to be guided 

by independent bodies.  
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0ÅÎÓÉÏÎ 3ÁÖÉÎÇÓȡ 4ÈÅ 2ÅÁÌ 2ÅÔÕÒÎ 
2017 Edition 

/ƻǳƴǘǊȅ /ŀǎŜΥ .ŜƭƎƛǳƳ 

Introduction  

The Belgian pension system is divided into three pillars: 

First Pillar 

The Pay-as-You-Go (PAYG) pension system consisting of three regimes: one 

for employees in the private sector, one for self-employed individuals and 

one for civil servants. The legal age of retirement is 65 years for both 

women and men. It used to be 60 years for women until 1993, but was 

progressively increased to reach 65 years in 2010. The Act of 10 August 

2015 increases the retirement age imposed by law to the age of 66 years by 

2025 and to the age of 67 years by 2030. The net replacement rate from the 

PAYG system for men with average working wage was 61% for the year of 

2014. 

Second Pillar 

Occupational pension plans are private and voluntary. This pillar exists for 

both employees and self-employed individuals. Employees can subscribe to 

occupational pension plans provided either by their employer (company 

pension plans) or by their sector of activity (sector pension plans). Company 

pension plans are traditionally dominant in the second pillar in comparison 

to sector pension plans. Self-employed individuals can decide for 

themselves to take part in supplementary pension plans. 

An employer can set up a company pension plan for all its employees, for a 

group of employees or even for a single employee. In the case of sector 

pension plans, collective bargaining agreements (CBAs) set up the terms 

and conditions of pension coverage. Employers must join sector pension 
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plans, unless labour agreements allow them to opt out. Employers who 

decide to opt out have the obligation to implement another plan providing 

benefits at least equal to those offered by the sector. 

Company and sector pension plans can be consƛŘŜǊŜŘ ŀǎ άǎƻŎƛŀƭ ǇŜƴǎƛƻƴ 

Ǉƭŀƴǎέ ǿƘŜƴ ǘƘŜȅ ƻŦŦŜǊ ŀ ǎƻƭƛŘŀǊƛǘȅ ŎƭŀǳǎŜ ǘƘŀǘ ǇǊƻǾƛŘŜǎ ŜƳǇƭƻȅŜŜǎ ǿƛǘƘ 

additional coverage for periods of inactivity (e.g. unemployment, maternity 

leave, illness). Notably, social pension plans are becoming less and less 

prevalent, possibly as a result of the relatively high charges associated with 

these plans in comparison to pension plans without a solidarity clause. 

Occupational pension plans are managed either by an Institution for 

Occupational Retirement Provision (IORP) or by an insurance company. 

Insurance companies predominantly manage them. 

The Supplementary Pensions Act reform entered into force as of 1 January 

2016. It amended the Act of 28 April 2003 by introducing the alignment of 

the supplementary pension age and the legal pension age (respectively 65, 

66 in 2025 and 67 in 2030). Supplementary pension benefits will be paid at 

ǘƘŜ ǎŀƳŜ ǘƛƳŜ ŀǎ ǘƘŜ ƭŜƎŀƭ ǇŜƴǎƛƻƴΩǎ ŜŦŦŜŎǘƛǾŜ ǎǘŀǊǘΦ tǊŜǾƛƻǳǎƭȅΣ ǎƻƳŜ 

occupational pension plans allowed early liquidation: lump sum payments 

or annuities from supplementary pension could be paid from the age of 60. 

Conversely, employees who decide to postpone their effective retirement 

when having reached the legal pension age, have the possibility to claim 

their supplementary pension or to continue to be affiliated to the pension 

scheme until their effective retirement. 

Moreover many supplementary pension plans provided financial 

compensations to offset the income loss employees may have when ending 

their career prematurely. As of 1 January 2016, all these existing beneficial 

ŀƴǘƛŎƛǇŀǘƛƻƴ ƳŜŀǎǳǊŜǎ ǿŜǊŜ ŀōƻƭƛǎƘŜŘΦ ¢ƘŜǎŜ ŜȄƛǎǘƛƴƎ άŀŘǾŀƴŎŜ 

ƳŜŎƘŀƴƛǎƳǎέ Ŏŀƴ ǎǘƛƭƭ ōŜ ŀǇǇƭƛŜŘ ǘƻ ŀŦŦƛƭƛŀǘŜǎ ǿƘƻ ǊŜŀŎƘŜŘ ǘƘŜ ŀƎŜ ƻŦ рр 

years on or before 31 December 2016.  

The number of employees covered by occupational pension plans increased 

as a result of changes in the law in 2003, which promoted the development 



 

 

 

P
e

n
sio

n
 S

a
vin

g
s: T

h
e

 R
e

a
l R

e
tu

rn
 | 2

0
1

7
 E

d
itio

n 

 
 

67 

of sector pension plans. At the beginning of 2016, 3.4 million Belgians were 

covered by occupational pension plans: 2.9 million employees were 

covered either by their company or by their sector of activity and 370,787 

self-employed individuals were covered by supplementary pension plans.39 

Third Pillar 

The third pillar consists in providing Belgians with individual private and 

voluntary pension products, which allow them to have tax reliefs from their 

contributions. There are two types of available products for subscription: 

pension savings products managed either by asset management companies 

or by life insurance companies and long-term savings products managed by 

insurance companies. This pillar is significant in Belgium when compared to 

other EU member states. The tax rate applied to accrued benefits from 

pension savings products (funds or insurance) was lowered from 10% to 8% 

in 2015, in order to encourage savings in the framework of the third pillar.40 

Pension Vehicle s 

Pillar II: Occupational pension plans  

The second pillar refers to occupational pension plans designed to raise the 

replacement rate. Savings in these plans are encouraged by tax incentives. 

The second pillar is based on the capitalisation principle: pension amounts 

result from the capitalisation of contributions paid by the employer and/or 

employee in the plan or by self-employed individuals. There exist three 

types of occupational pension plans: 

¶ Company pension plans; 

¶ Sector pension plans; 

¶ Supplementary pension plans for self-employed individuals. 

 

                                                           
39 Source: DB2P, Annex from the press release, 6 December 2016. The DB2P manages the 
supplementary pensions database. It collects data related to supplementary pension plans 
such as individualised acquired pension rights of employees, self-employed individuals and 
civil servants. 
40  The lowering of the tax rate does not apply to long-term savings products. 
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In the following section devoted to occupational pension plans, available 

information reported in tables BE1 to BE4 were provided by the Financial 

Services and Markets Authority (FSMA), Assuralia and the National Bank of 

Belgium (NBB). 

FSMA annually reports detailed information on Institutions for 

Occupational Retirement Provision (IORP), as non-insurance regulated 

occupational pensions are called in EU Law. Every two years, it also reports 

detailed information on sector pension plans and supplementary pension 

plans for self-ŜƳǇƭƻȅŜŘ ƛƴŘƛǾƛŘǳŀƭǎΦ LƴŦƻǊƳŀǘƛƻƴ ƻƴ άAssurance Groupeέ 

contracts was reported by Assuralia (for Branch 21 contracts) and by the 

National Bank of Belgium (for Branch 23 contracts).  

Data for the whole year 2016 are missing as the last information reported 

by FSMA on sector pension plans and supplementary pension plans for self-

employed individuals referred to the whole year 2015. Annual statistics for 

ǘƘŜ ǿƘƻƭŜ ȅŜŀǊ нлмсΣ ŦƻǊ Lhwtǎ ŀƴŘ άAssurance Groupeέ ƻŎŎǳǇŀǘƛƻƴŀƭ 

pension plans will unfortunately be published only at the end of 2017. 

Management of occupational pension plans 

The management of occupational pension plans can be entrusted to an 

Institution for Occupational Retirement Provision (IORP) or to an insurance 

company. 

Institutions for Occupational Retirement Provision (IORP) 

In 2015, 198 occupational pension plans were managed by an IORP. The 

number of affiliates to an IORP increased to 1,513,279 in 2015. This is 

mainly due to an increase in the number of affiliates to sector pension plans 

(1,120,157 against 1,088,565 in 2014). 

In 2015, affiliates to sector pension plans through an IORP still represented 

the largest part in the number of affiliates (72%) but only 17% of total 

ǊŜǎŜǊǾŜǎ όϵоΦу ōƛƭƭƛƻƴύΦ /ƻƳǇŀƴȅ ǇŜƴǎƛƻƴ Ǉƭŀƴǎ ǊŜǇǊŜǎŜƴǘŜŘ тп҈ ƻŦ ǘƻǘŀƭ 

ǊŜǎŜǊǾŜǎ όϵмсΦм ōƛƭƭƛƻƴύ ǿƛǘƘ ол҈ ƻŦ ŀŦŦƛƭƛŀǘŜǎΦ ¢ƘǊŜŜ ǎǳǇǇƭŜƳŜƴǘŀǊȅ ǇŜƴǎƛƻƴ 
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plans for self-ŜƳǇƭƻȅŜŘ ƛƴŘƛǾƛŘǳŀƭǎ όϵн ōƛƭƭƛƻƴ ƻŦ ǊŜǎŜrves) were managed by 

IORPs. 

ά!ǎǎǳǊŀƴŎŜ DǊƻǳǇŜέ ό.ǊŀƴŎƘ нм ŀƴŘ .ǊŀƴŎƘ но ŎƻƴǘǊŀŎǘǎύ 

Occupational pension plans are predominantly managed by insurance 

ŎƻƳǇŀƴƛŜǎΦ {ǳŎƘ ǇŜƴǎƛƻƴ Ǉƭŀƴǎ ŀǊŜ ŎŀƭƭŜŘ άAssurance Groupeέ ŎƻƴǘǊŀŎǘǎ 

and can be divided into two different types of contracts: 

¶ Branch 21 contracts offer guaranteed capital. All sector pension plans 

and supplementary pension plans for self-employed individuals are 

managed through this type of contract. Most of company pension plans 

are also managed through Branch 21 contracts rather than Branch 23 

contracts. 

 

¶ Branch 23 contracts are unit-linked contracts and are invested mainly in 

investment funds and equity markets. Their returns depend on their 

portfolio composition. In the second pillar, only company pension plans 

are managed through Branch 23 contracts. In 2015, these contracts 

ǊŜǇǊŜǎŜƴǘŜŘ ƴƻ ƳƻǊŜ ǘƘŀƴ ϵнΦм ōƛƭƭƛƻƴ ǊŜǎŜǊǾŜǎΣ ōŜƛƴƎ оΦн҈ ƻŦ ǘƘŜ ǘƻǘŀƭ 

ǊŜǎŜǊǾŜǎ ƳŀƴŀƎŜŘ ǿƛǘƘƛƴ άAssurance Groupeέ ŎƻƴǘǊŀŎǘǎ όǎŜŜ ¢ŀōƭŜ BE1). 
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Table BE1. Total reserves in pillar II όϵ ōƛƭƭƛƻƴύ41 

  

IORP 
(1) 

ά!ǎǎǳǊŀƴŎŜ  ά!ǎǎǳǊŀƴŎŜ  Total   

DǊƻǳǇŜέΥ  DǊƻǳǇŜέΥ ά!ǎǎǳǊŀƴŎŜ Total 

Branch 21 Branch 23 Groupe'': (1)+(2)+(3) 

contracts (2) contracts (3) (2)+(3)   

2004 11.7 29.9 na na 41.6 

2005 13.4 30.6 1.6 32.2 44.0 

2006 14.3 33.5 1.7 35.2 47.8 

2007 14.9 37.3 1.7 39.0 52.2 

2008 11.1 38.2 1.4 39.6 49.3 

2009 11.2 41.2 1.8 43.0 52.4 

2010 13.9 44.7 1.8 46.4 58.5 

2011 14.0 48.6 1.6 50.2 62.9 

2012 16.4 52.7 1.7 54.4 70.8 

2013 18.0 56.0 1.9 57.9 75.9 

2014 20.7 60.2 2.1 62.3 83.0 

2015 21.9 63.9 2.1 66.0 87.9 

SourcesΥ ά!ǎǎǳǊŀƭƛŀέΣ b..Σ BETTER FINANCE research, FSMA 

 

Description of occupational pension plans  

Sector pension plans42   

Sector pension plans are supplementary pension commitments set up on 

the basis of collective bargaining agreements and concluded by a joint 

committee or joint sub-committee. In the joint committee/sub-committee, 

a sectorial organiser responsible for the pension commitment is appointed. 

Three quarters of sector pension plans are managed by insurance 

ŎƻƳǇŀƴƛŜǎ ǘƘǊƻǳƎƘ .ǊŀƴŎƘ нм ŎƻƴǘǊŀŎǘǎΦ ¢ƘŜǎŜ ŎƻƴǘǊŀŎǘǎ ǊŜǇǊŜǎŜƴǘŜŘ ϵмΦфо 

billion reserves, being 3% of the total reserves managed through Branch 21 

contracts within the second pillar in 2015. 

                                                           
41 Table 1 represents reserves managed only within the second pillar. Data does not include 
the insurance ŘŜŘƛŎŀǘŜŘ ǘƻ ƳŀƴŀƎƛƴƎ ŘƛǊŜŎǘƻǊǎ ǘƘŀǘ ǊŜǇǊŜǎŜƴǘŜŘ ŀǊƻǳƴŘ ϵоΦс ōƛƭƭƛƻƴ ƻŦ ŀǎǎŜǘǎ 
under management in 2015. 
42 All data provided comes from plans for which information is available. 
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IƻǿŜǾŜǊΣ ŀǊƻǳƴŘ ǘǿƻ ǘƘƛǊŘǎ ƻŦ ǎŜŎǘƻǊ ǇŜƴǎƛƻƴ Ǉƭŀƴ ǊŜǎŜǊǾŜǎ όϵ 3.36 billion) 

are managed by IORPs, which represented 15% of the total reserves 

managed by IORPs in 2015. 

Table BEнΦ ¢ƻǘŀƭ ǊŜǎŜǊǾŜǎ ƛƴ ǎŜŎǘƻǊ ǇŜƴǎƛƻƴ Ǉƭŀƴǎ όϵ ōƛƭƭƛƻƴύ43 

  IORP 

έ!ǎǎǳǊŀƴŎŜ DǊƻǳǇŜέ  

Total (Branch 21) 

2005 0.4 0.1 0.6 

2007 1.4 0.7 2.1 

2009 1.5 0.8 2.3 

2010 1.6 0.9 2.6 

2011 2.0 1.1 3.1 

2012 2.5 1.3 3.8 

2013 2.7 1.5 4.3 

2014 2.5 1.6 4.1 

2015 3.4 1.9 5.3 

Source: FSMA 

 

Private Supplementary Pensions for self-employed individuals (PLCI) 

In 2004, Pension Libre Complémentaire pour Indépendants (PLCI) ς Private 

Supplementary Pensions for self-employed individuals ς were integrated 

into the Supplementary Pensions Act. PLCI enable self-employed individuals 

to get a supplementary and/or a survival pension at their retirement. 

Since 2004, self-employed individuals have the choice to contribute to 

supplementary pension plans. Moreover, they can henceforth choose the 

pension provider, either an IORP or an insurance company. They can switch 

from one provider to another during the accumulation period. In 2015, self-

employed individuals had the choice between 122 pension plans managed 

by three IORPs and 21 insurance companies. 

Like employees, self-employed individuals can also supplement their PLCI 

with several solidarity benefits, called social conventions. These 

                                                           
43 Data for 2006 and 2008 was not available. FSMA publishes a report on sector pension 
funds every two years. 
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conventions offer benefits such as the funding of the PLCI in the case of 

inactivity and / or the payment of an annuity in the case of income loss. 

They can save up to 8.17% of their income, without exceeding a maximum 

annually inŘŜȄŜŘ ŀƳƻǳƴǘ όϵоΣмнтΦнп ƛƴ нлмсύΦ ¢ƘŜǎŜ ŎŜƛƭƛƴƎǎ Ŏŀƴ ōŜ 

ƛƴŎǊŜŀǎŜŘ ǳǇ ǘƻ фΦпл҈ ŀƴŘ ϵоΣрфуΦлр ǿƘŜƴ ŀ ǎƻŎƛŀƭ ŎƻƴǾŜƴǘƛƻƴ Ƙŀǎ ōŜŜƴ 

subscribed to. 

Table BEоΦ ¢ƻǘŀƭ ǊŜǎŜǊǾŜǎ ƛƴ t[/L όϵ ōƛƭƭƛƻƴύ 

  IORP 

ά!ǎǎǳǊŀƴŎŜ DǊƻǳǇŜέ 

Total (Branch 21) 

2006 na na 2.9 

2007 na na 3.3 

2008 na na 3.5 

2009 1.6 2.4 4.0 

2010 1.7 2.8 4.5 

2011 1.4 3.7 5.1 

2012 1.6 4.1 5.7 

2013 1.6 4.6 6.2 

2014 1.7 5.1 6.8 

2015 2.0 5.4 7.4 

Sources: FSMA, BETTER FINANCE calculations 

 

Company pension plans 

Company pension plans are predominant within the second pillar. However, 

there is no aggregated and public, available information on this type of 

plan. Company pension plan reserves managed by IORPs and insurance 

ŎƻƳǇŀƴƛŜǎ όά!ǎǎǳǊŀƴŎŜ DǊƻǳǇŜέ ŎƻƴǘǊŀŎǘǎύ ŀǊe assessed from data based 

on Tables BE1, BE2 and BE3. 
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Table BEпΦ ¢ƻǘŀƭ ǊŜǎŜǊǾŜǎ ƛƴ ŎƻƳǇŀƴȅ ǇŜƴǎƛƻƴ Ǉƭŀƴǎ όϵ ōƛƭƭƛƻƴύ 

  

IORP 
(1) 

ά!ǎǎǳǊŀƴŎŜ 
DǊƻǳǇŜέΥ 
Branch 21 
contracts 

(2) 

ά!ǎǎǳǊŀƴŎŜ 
DǊƻǳǇŜέΥ  
Branch 23  
contracts 

(3) 

Total 
ά!ǎǎǳǊŀƴŎŜ 
DǊƻǳǇŜέ 
(2) +(3) 

Total 
(1)+(2)+(3) 

2009 8.1 38.0 1.8 39.8 47.9 
2010 10.6 41.0 1.8 42.8 53.4 
2011 10.6 43.9 1.6 45.5 56.0 
2012 12.3 47.3 1.7 49.0 61.4 
2013 13.7 49.9 1.9 51.8 65.5 
2014 16.5 53.5 2.1 55.6 72.1 
2015 16.5 56.6 2.1 58.7 75.2 

SourcesΥ ά!ǎǎǳǊŀƭƛŀέΣ C{a!Σ NBB, BETTER FINANCE research 

Pillar III: Description of personal pension savings products  

The third III refers to private pension plans contracted on an individual and 

voluntary basis. The Belgian market for personal pension plans is divided 

into two types of products:  

1. Pension savings products, which can take two different status: 

¶ A pension savings fund; 

¶ A pension savings insurance (through individual Branch 21 contracts). 

2. Long-term savings products consist mainly in a combination of Branch 21 

and Branch 23 contracts. 

Belgians can benefit from a tax relief based on their contributions made to 

pension savings products or long-term savings products. At their 

retirement, individuals are free to choose how to quit the products: lump 

sum payment, periodic annuities or life annuity from invested benefits. 

At the end of September 2016, 1,544 million Belgians were covered by 

pension savings funds. This number is 3% higher than in 2015. When adding 

up pension savings insurance contracts and long-term savings products, 
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between 60% and 65% of the active population is covered by pension plans 

within the third pillar44. 

Pension savings funds 

The Belgian pension savings funds market remains relatively concentrated 

since the launch of the first funds in 1987. The market has grown 

significantly in the past few years. 19 products were available for 

subscription at end-2016. The size of personal pension savings funds is close 

to the size of funds managed by IORPs in the second pillar. These products 

Ƙƛǘ ŀ ǊŜŎƻǊŘ ƘƛƎƘΣ ǿƛǘƘ ϵннс Ƴƛƭƭƛƻƴ ƴŜǘ ǎŀƭŜǎ ƻǾŜǊ нлмс ŀƴŘ ϵмуΦл ōƛƭƭƛƻƴ ƴŜǘ 

assets under management at the end of 2016. 

The Belgian market of pension savings funds has remained relatively 

concentrated since the launch of the first funds in 1987. The market has 

grown significantly in the past few years. Since November 2015, three new 

pension savings funds are available for subscription. These three new funds 

are mainly invested in other pension savings funds. 19 products were 

available for subscription at the end of 2015 and the net assets under 

management continued to grow significantly. 

  

                                                           
44 BeAma, Press Release, 28 November 2016. 
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Table BE5. Net assets under management 
ƛƴ ǇŜƴǎƛƻƴ ǎŀǾƛƴƎǎ ŦǳƴŘǎ όϵ ōƛƭƭƛƻƴύ 

2003 7.4 

2004 8.7 

2005 10.3 

2006 11.5 

2007 11.8 

2008 9.0 

2009 11.1 

2010 12.0 

2011 11.2 

2012 12.6 

2013 14.4 

2014 15.6 

2015 16.9 

2016 18.0 

Source: BeAMA 

 

Pension savings funds are constrained by quantitative limits applied to their 

investments: 

¶ A maximum of 75% in equity; 

¶ A maximum of 75% in bonds; 

¶ A maximum of 10% in euros or any currency of a country of the 

European Economic Area cash deposits; 

¶ A maximum of 20% in foreign currency deposits. 

In practice, the majority of funds are predominantly exposed to the equity 

market. Their return is entirely variable and depends on the returns of the 

underlying assets and fees. 
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Pension savings insurance / Long-term savings products  

Belgians can save for their retirement through life insurance products 

within two different frameworks: a pension savings insurance product 

(Branch 21 contracts) or a long-term savings product (Branch 21 and Branch 

23 contracts combined). Assuralia reports annual statistics on contributions 

and reserves managed in individual life insurance products. Data for the 

whole year 2016 are unfortunately missing and will be published only at the 

end of 2017. 

It also reports data on contributions and reserves managed through 

pension savings insurance and long-term savings products within the third 

pillar. In 2015, reserves managed within the framework of the third pillar 

represented 20.6% of total individual life-insurance reserves. For long-term 

savings products, there is no available information on the breakdown 

between Branch 21 and Branch 23 contracts (see Table BE6). 

Table BE6. Contributions and reserves in individual life-insurance products 

ǿƛǘƘƛƴ ǘƘŜ ǘƘƛǊŘ ǇƛƭƭŀǊ ƛƴ нлмр όϵ ōƛƭƭƛƻƴύ 

 
Contributions Reserves 

Pillar III reserves 

in % of total 
individual life 

insurance reserves 

Pension savings insurance 
1.2 13.5 9.30% 

(Branch 21 contracts) 
Long-term savings 

products 
1.2 16.3 11.30% 

(Branch 21 and Branch 23 
contracts combined) 

Total 2.4 29.8 20.60% 

SourceΥ ά!ǎǎǳǊŀƭƛŀέ 
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Charges 

Pillar II: Occupational pension plans 

Charges in IORPs 

There is no general data or available information on IORP charges. The only 

available information was for sector pension funds managed by IORPs:45 

Operating expenses ranged from 0.01% to 1.02% of assets, with an average 

of 0.15% in 2015 (0.16% in 2013 and 0.17% in 2011). 

Company pension funds managed by IORPs are smaller than sector pension 

funds and they are, therefore, likely to be more costly.  

#ÈÁÒÇÅÓ ÉÎ Ȱ!ÓÓÕÒÁÎÃÅ 'ÒÏÕÐÅȱ ɉ"ÒÁÎÃÈ φυ ÃÏÎÔÒÁÃÔÓɊ 

The only historical information on administration and management costs, 

ŀǎ ǿŜƭƭ ŀǎ ŎƻƳƳƛǎǎƛƻƴǎΣ ƻƴ ŀ ȅŜŀǊƭȅ ōŀǎƛǎ ǿŀǎ ŦƻǊ άAssurance Groupeέ 

contracts (Branch 21), reported by Assuralia. 

  

                                                           
45 FSMA, Report on the sector of IORP in 2015. 
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Table BE7. Charges in % of reserves in 

ά!ǎǎǳǊŀƴŎŜ DǊƻǳǇŜέ ŎƻƴǘǊŀŎǘǎ 

  

Administrative & 
management costs 

(% of reserves) 

Commissions 
(% of premiums) 

 

2002 1.2 1.2 

2003 1.0 1.3 

2004 0.8 1.2 

2005 0.9 1.4 

2006 0.9 1.2 

2007 0.8 1.4 

2008 0.8 1.5 

2009 0.8 1.3 

2010 0.7 1.5 

2011 0.7 1.5 

2012 0.7 1.5 

2013 0.7 1.5 

2014 0.7 1.6 

2015 0.6 1.6 

SourcesΥ ά!ǎǎǳǊŀƭƛŀέΣ BETTER FINANCE calculations 

 

Many insurance companies apply fees on premiums. In the case of sector 

pension plans, the level of fees varies considerably, ranging from 0.5% to 

5% of premiums. Half of the plans managed by insurance companies levied 

charges lower than 2% of premiums in 2015. The level of fees was below 

1% for 15% of plans. Nevertheless, 13% of plans applied charges above 5% 

of premiums.46 

Lƴ .ǊŀƴŎƘ но DǊƻǳǇ LƴǎǳǊŀƴŎŜǎ όάAssurance GroupeέύΣ ŎƘŀǊƎŜǎ Ŏŀƴ ōŜ 

ƘƛƎƘŜǊΥ ƛƴ ŀŘŘƛǘƛƻƴ ǘƻ ŎƻƴǘǊŀŎǘ ŦŜŜǎ ƻǘƘŜǊ ŦŜŜǎ ǊŜƭŀǘŜŘ ǘƻ ǳƴŘŜǊƭȅƛƴƎ άǳƴƛǘǎέ 

(typically investment funds) may apply. For more details, the reader can 

refer to the case analysis in the annex. 

                                                           
46 Source: FSMA, Report on sector pensions plans, June 2017. 
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Pillar III: Personal pension savings products 

Pension savings funds 

Historical data on charges for pension savings funds is difficult to obtain for 

investors. Key Investor Information Documents (KID) must provide investors 

with information on all charges related to the funds on a yearly basis, but 

for UCITS only, not for other investment funds. 

Using the prospectus of available pension savings funds for subscription in 

the Belgian market, the following average yearly charges were calculated in 

2016: 

¶ Entry fees: 2.81%47  of initial investment; 

¶ Management fees: 0.93% of total assets under management; 

¶ Total Expenses Ratio represented on average 1.27% of total assets under 

management; 

¶ No exit fees. 

The following table summarises the Total Expenses Ratio (TER) of 19 

available funds for subscription in the Belgium market from 2013 to 2016. 

The average TER slightly decreased due to the lowering in some fund TER in 

2016. 

  

                                                           
47 Morningstar & the website of the different fund providers 
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Table BE8. Historical Total Expense Ratio of pension savings funds 
(% of assets under management) 

  2013 2014 2015 2016 

Accent Pension Fund 1.31 1.30 1.31 1.31 

Argenta Pensioenspaarfonds 1.35 1.36 1.34 1.34 

Argenta Pensioenspaarfonds Defensive 1.38 1.38 1.35 1.35 

Belfius Pension Fund High Equities Cap 1.35 1.33 1.32 1.32 

Belfius Pension Fund Low Equities Cap 1.18 1.16 1.60 1.16 

Belfius Pension Fund Balanced Plus - - 1.63 1.61 

BNP Paribas B Pension Balanced 1.24 1.29 1.25 1.25 

BNP Paribas B Pension Growth 1.24 1.28 1.26 1.25 

BNP Paribas B Pension Stability F Cap 1.23 1.28 1.25 1.25 

Hermes Pension funds 1.06 1.08 1.07 1.07 

Interbeurs Hermes Pensioenfonds 1.01 1.03 1.03 1.03 

Metropolitan-Rentastro Growth 1.24 1.28 1.26 1.25 

Pricos 1.25 1.27 1.25 1.25 

Pricos Defensive 1.29 1.25 1.25 1.24 

Record Top Pension Fund 1.35 1.32 1.32 1.32 

Star Fund 1.09 1.09 1.17 1.18 

Crelan pension funds Stability - - 1.29 1.29 

Crelan pension funds Growth - - 1.29 1.29 

Crelan pension funds Balanced - - 1.29 1.29 

Total Expenses Ratio (simple average) 1.24 1.25 1.29 1.27 
Source: BETTER FINANCE research48 

 
 

  

                                                           
48 Own calculations based on Morningstar & the website of the different fund providers. 
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Pension savings insurance (Branch 21 contracts) / Long -term 

savings products (Branch 21 and Branch 23 contracts combined)  

Assuralia provides us with historical data on administration and 

management costs as well as entry fees and other commissions paid for 

individual life insurance contracts. Data, for Branch 23 individual life 

insurance contracts, most likely do not include fees charged on the 

underlying units (investment funds).49 

Table BE9. Administration and management costs and commissions  

for individual life insurance contracts 
  Branch 21 Branch 23 
  Administrative 

and  
management 

costs 
(% of reserves) 

Commissions 
(% of 

premiums) 
  

  
Administrative 

and management 
costs 

(% of reserves) 

Commissions 
(% of 

premiums) 
  

2002 1.2 4.8 na 2.5 

2003 1.8 3.7 na 3.0 

2004 1.4 3.6 na 2.7 

2005 0.7 3.3 0.4 2.0 

2006 0.7 4.7 0.3 3.4 

2007 0.6 4.6 0.3 4.2 

2008 0.7 5.4 0.4 5.4 

2009 0.6 5.8 0.3 5.6 

2010 0.5 5.7 0.3 4.8 

2011 0.5 6.0 0.3 4.6 

2012 0.5 6.6 0.3 2.9 

2013 0.6 8.8 0.3 4.8 

2014 0.6 7.6 0.4 5.1 

2015 0.5 8.6 0.4 4.9 

SourcesΥ ά!ǎǎǳǊŀƭƛŀέΣ BETTER FINANCE calculations 

 

                                                           
49 The reader can refer to the case analysis in the annex. 
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Taxation   

Pillar II: Occupational pension plans 

Employees pay two taxes on their benefits: 

¶ A solidarity contribution varying up to a maximum of 2% of the benefits 

ŘŜǇŜƴŘƛƴƎ ƻƴ ǘƘŜ ǊŜǘƛǊŜŜΩǎ ƛƴŎƻƳŜΤ 

¶ !ƴ Lb!aL όάLƴǎǘƛǘǳǘ bŀǘƛƻƴŀƭ ŘΩ!ǎǎǳǊŀƴŎŜ aŀƭŀŘƛŜ-Invaliditéέύ 

contribution of 3.55% of the benefits.  

In addition, benefits from occupational pension plans are taxed depending 

on how they are paid out: 

¶ A lump sum payment; 

¶ Periodic annuities; 

¶ A life annuity issued from invested benefits. 

Lump sum payment 

In the case of a lump sum payment, the taxation of benefits depends on the 

ōŜƴŜŦƛŎƛŀǊȅΩǎ ŀƎŜ ŀƴŘ ǿƘƻ ŎƻƴǘǊƛōǳǘŜ ǘƻ ǘƘŜ Ǉƭŀƴǎ όŜƳǇƭƻȅŜǊ ƻǊ ŜƳǇƭƻȅŜŜύΦ 

Since July 2013, the rules detailed in Table BE10 are applied to taxation on 

benefits from occupational pension plans. Before July 2013, benefits from 

ŜƳǇƭƻȅŜǊΩǎ ŎƻƴǘǊƛōǳǘƛƻƴǎ ǿŜǊŜ ǘŀȄŜŘ ŀǘ ǘƘŜ Ŧƭŀǘ ǊŀǘŜ ƻŦ мсΦр҈ ǊŜƎŀǊŘƭŜǎǎ of 

ǘƘŜ ōŜƴŜŦƛŎƛŀǊȅΩǎ ŀƎŜ ŀǘ ǘƘŜ ǘƛƳŜ ƻŦ ǘƘŜ ǇŀȅƳŜƴǘ ƻŦ ǘƘŜ ōŜƴŜŦƛǘǎΦ 
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Table BE10. Taxation of benefits from occupational pension plans 

Benefits paid before the 
legal pension 

Benefits paid at the same time as 
the legal pension 

Benefits 
from 

ŜƳǇƭƻȅŜŜΩǎ 
contribution 

Benefits 
from 

ŜƳǇƭƻȅŜǊΩǎ 
contributions 

Benefits from 
ŜƳǇƭƻȅŜŜΩǎ 
contribution 

Benefits from 
ŜƳǇƭƻȅŜǊΩǎ 

contributions 

16.5% for 
contributions 
made before 

1993 

60 years old: 
20% 

16.5% for 
contributions 
made before 

1993 

10% if the 
employee remains 

employed until 
legal pension age 

(65 years old ) 
10% for 

contributions 
made since 

1993 

61 years old: 
18% 

10% for 
contributions 
made since 

1993 
 62-64 years 

old: 16.5% 
  

+ local tax + local tax + local tax + local tax 

SourceΥ ά!ǎǎǳǊŀƭƛŀέΣ ²ƛƪƛŦƛƴΦōŜ 

 

The local tax can vary from 0% to 10%, with an average of 7%. 

Periodic annuities50  

Periodic annuities are considered to be an income and are taxed at the 

applicable progressive personal income tax rate. 

Converting the accumulated capital into a life annuity 

An employee can convert the lump sum payment into a life annuity. In this 

case, the INAMI contribution and the solidarity contribution have to be paid 

                                                           
50 For pillar II, employees can choose to redeem capital in a lump sum payment or in 
annuities. In practice, few people choose annuities and most employees redeem their 
product in a lump sum payment. 
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according to the rules applied to the lump sum payment. Then the retiree 

has to pay a withholding tax of 15% on the annuity each year. 

Pillar III: Personal pension savings products 

Pension savings products (fund or life insurance contracts) 

Contributions invested in pension savings products (fund or insurance) are 

ŘŜŘǳŎǘƛōƭŜ ŦǊƻƳ ǘƘŜ ƛƴŎƻƳŜ ǘŀȄΣ ǎǳōƧŜŎǘ ǘƻ ŀ ǊŀǘƘŜǊ ƭƻǿ ŀƴƴǳŀƭ ŎŜƛƭƛƴƎ όϵфпл 

in 2017). Since 2012, the tax relief is equal to 30% of the contributions, 

regardless of the taxpayŜǊΩǎ ƛƴŎƻƳŜΦ ¢ƘŜ ǘŀȄ ǊŜƭƛŜŦ ƻŦ ǇŜƴǎƛƻƴ ǎŀǾƛƴƎǎ 

ǇǊƻŘǳŎǘǎ ƛǎ άǎǘŀƴŘ-ŀƭƻƴŜέΦ ¢ŀȄǇŀȅŜǊǎ Ŏŀƴ ǊŜŎŜƛǾŜ ǘŀȄ ǊŜƭƛŜŦ ŦƻǊ ƻƴƭȅ ƻƴŜ 

contract even if they make contributions to several products.  

Since 1 January 2015, the final taxation on the accumulated capital was 

lƻǿŜǊŜŘ ŦǊƻƳ мл҈ ǘƻ у҈ ŀƴŘ ǎǘƛƭƭ ŘŜǇŜƴŘǎ ƻƴ ǘƘŜ ōŜƴŜŦƛŎƛŀǊȅΩǎ ŀƎŜ ŀǘ ǘƘŜ 

time of the subscription. From 2015 onwards, a part of the taxation is levied 

in advance (except in case of early retirement before the age of 60). From 

2015 to 2019, the pension reserves (per 31 December 2014) are subject to 

a tax of 1% each year, which constitutes an advance on the final tax due. 
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Table BE11. Taxation of pension savings products (funds and insurance) 

Subscription to pension savings products before the age of 55 

Benefits paid before 
the age of 60 

The accumulated capital is taxed under the personal 
income tax system. 

At the age of 60 

ω у҈ ƻŦ ǘƘŜ ŀŎŎǳƳǳƭŀǘŜŘ ŎŀǇƛǘŀƭ ƛǎ ƭŜǾƛŜŘ όŜȄŎƭǳŘƛƴƎ 
participation to annual earnings); 
ω ¢ƘŜ ǘŀȄŀǘƛƻƴ ƛǎ ōŀǎŜŘ ƻƴ ŀ ǘƘŜƻǊŜǘƛŎŀƭ return of 4.75% ;51 
ω ¢ƘŜ ǎŀǾŜǊ Ŏŀƴ ŎƻƴǘƛƴǳŜ ƛƴǾŜǎǘƛƴƎ ŀƴŘ ŜƴƧƻȅƛƴƎ ǘŀȄ ǊŜƭƛŜŦ 
until the age of 64; 
ω ¢ƘŜ ŀŎŎǳƳǳƭŀǘŜŘ ŎŀǇƛǘŀƭ ƛǎ ƴƻ ƭƻƴƎŜǊ ǘŀȄŜŘ ŀŦǘŜǊ ǘƘŜ слth 
birthday of the beneficiary. 

Subscription to pension savings products at the age of 55 or after 

Benefits paid before The accumulated capital is taxed under the personal 
income tax system. the age of 60 

Benefits paid 
between the age of 

60 and 64 

The accumulated capital is taxed at the rate of 33%.  

At the age of 65 or 
after 

(i.e. when the contract 
reaches 

its 10th birthday) 

ω у҈ ƻŦ ǘƘŜ ŀŎŎǳƳǳƭŀǘŜŘ ŎŀǇƛǘŀƭ ƛǎ ƭŜǾƛŜŘ όŜȄŎƭǳŘƛƴƎ 
participation to annual earnings); 
ω ¢ƘŜ ǘŀȄŀǘƛƻƴ ƛǎ ōŀǎŜŘ ƻƴ ŀ ǘƘŜƻǊŜǘƛŎŀƭ ǊŜǘǳǊƴ ƻŦ пΦтр҈Τ 
ω ¢ƻ ōŜƴŜŦƛǘ ŦǊƻƳ ǘƘƛǎ ƭƻǿŜǊ ǘŀȄŀǘƛƻƴΣ ǘƘŜ ōŜƴŜŦƛŎƛŀǊȅ Ƙŀǎ 
to stay at least 10 years in the fund and make at least five 
contributions. 

SourcesΥ ά!ǎǎǳǊŀƭƛŀέΣ ²ƛƪƛŦƛƴΦōŜ 

 

Long-term savings products (life insurance contracts) 

The maximum amount of tax relief based on contributions invested in long-

term savings products ŘŜǇŜƴŘǎ ƻƴ ǘƘŜ ƭŜǾŜƭ ƻŦ ǘƘŜ ǎŀǾŜǊΩǎ ȅŜŀǊƭȅ ŜŀǊƴƛƴƎǎΣ 

ǿƛǘƘƻǳǘ ŜȄŎŜŜŘƛƴƎ ǘƘŜ ŎŜƛƭƛƴƎ ƻŦ ϵнΣнсл ƛƴ нлмтΦ IƻǿŜǾŜǊΣ ǘƘŜ ǘŀȄ ǊŜƭƛŜŦ ƛǎ 

determined jointly for long-term savings products and mortgage 

deductions. If a saver already receives a tax relief for a mortgage, it may be 

                                                           
51 The capital accumulated from contributions made before 1993 is taxed by considering a 
theoretical return of 6.25%. For contracts subject to this taxation, the amount of taxation 
was levied in advance in 2012. 
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impossible to obtain a further tax relief for life insurance products under 

the third pillar. 

The same rules of taxation as those of pension savings products (fund or 

insurance) apply to long-term savings products. The taxation depends on 

thŜ ōŜƴŜŦƛŎƛŀǊȅΩǎ ŀƎŜ ŀǘ ǘƘŜ ǘƛƳŜ ƻŦ ǎǳōǎŎǊƛǇǘƛƻƴ όōŜŦƻǊŜ ƻǊ ŀŦǘŜǊ рр ȅŜŀǊǎύ 

(see Table BE11). 

However, the taxation differs in two points: 

¶ The pension reserves are taxed by considering the real return of the 

long-term savings products over the period of holdings instead of a 

theoretical return of 4.75%; 

¶ The lowering of the tax rate to 8% does not apply to the capital 

accumulated through long-term savings products, which remain taxed at 

10%. 

Pension Returns  

Pillar II: Occupational pension plans 

The returns of occupational pension plans depend on how they are 

managed, either by an IORP or by an insurance company. 

From 2004 to 2015, all DC plans managed either by IORP or insurance 

companies through Branch 21 contracts were required to provide an annual 

minimuƳ ǊŜǘǳǊƴ ƻŦ оΦтр҈ ƻƴ ŜƳǇƭƻȅŜŜǎΩ ŎƻƴǘǊƛōǳǘƛƻƴǎ ŀƴŘ оΦнр҈ ƻƴ 

ŜƳǇƭƻȅŜǊǎΩ ŎƻƴǘǊƛōǳǘƛƻƴǎΦ ¢ƘŜ {ǳǇǇƭŜƳŜƴǘŀǊȅ tŜƴǎƛƻƴǎ !Ŏǘ ǊŜŦƻǊƳ ŜƴǘŜǊŜŘ 

into force on 1 January 2016, in order to ensure the sustainability and social 

character of the supplementary pensions. This implemented measures on 

the guaranteed return that was lowered to 1.75% for both employee and 

employer contributions. Its level is now set each year according to 

economic rules taking into account the evolution of government bond 

yields in the future:  

¶ The new guaranteed return must be within the range of 1.75% to 3.75%; 
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¶ The new guaranteed return represents 65% of the average of 10-year 

government bonds rates over 24 months, rounded to the nearest 25 

basis points to prevent it from fluctuating too frequently52. 

In 2015, among the 198 pension plans managed by an IORP, 86 had a 

promise of returns (DB plans), 30 were DC plans and 82 were hybrid plans 

(Cash Balance, DC + rate). While newly opened plans are always DC plans, 

the largest remaining part of assets are still managed in plans offering 

promises of returns. 

The real returns after taxation of occupational pension plans were 

calculated under the following assumptions: 

¶ The employee claims his supplementary pension at the same time as the 

legal pension and remained employed until the legal age (65 years old); 

¶ The benefits are paid as a lump sum payment; 

¶ Solidarity contributions of 2% of benefits and the INAMI contribution of 

3.55% of benefits are levied; 

¶ Only the employer paid contributions. 

¶ In addition to an average local tax of 7%, a flat tax rate of 10% applied to 

the final benefits. 

Occupational pension plans managed by IORPs 

PensioPlus53Σ ǘƘŜ .ŜƭƎƛǳƳΩǎ ƻŎŎǳǇŀǘƛƻƴŀƭ ǇŜƴǎƛƻƴ Ǉƭŀƴ ŀǎǎƻŎƛŀǘƛƻƴ ǊŜǇƻǊǘǎ 

an average return of 5.76% in 2016. This represents the gross average 

weighted returns after charges of occupational pension plans that 

participated in the annual financial and economic survey of PensioPlus54 in 

2016. 

                                                           
52 The rate of 65% could be increased to 75% in 2018 and to 85% in 2020 according to the 
FSMA decision. 
53 The Belgian Association of Pension Institutions (BAPI) changed its name in 2015 to 
PensioPlus. 
54 IORP particiǇŀǘŜŘ ƛƴ ǘƘŜ ŀƴƴǳŀƭ tŜƴǎƛƻtƭǳǎΩ ǎǳǊǾŜȅΦ ¢ƘŜȅ ǊŜǇǊŜǎŜƴǘŜŘ мпΦпнн ōƛƭƭƛƻƴ ŜǳǊƻǎ 
under management (60% of the market share). 
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Table BE12. Returns of occupational pension plans managed by 
IORPs (%) (2000-2016) 

 

Nominal return 
before charges, 
tax and inflation 

Nominal return 
after charges, 
before tax and 

inflation 

Real return 
after charges 
and inflation, 

before tax 

2000 0.9 -0.1 -3.0 

2001 -4.2 -5.1 -6.9 

2002 -11.0 -11.9 -13.1 

2003 10.4 9.3 7.5 

2004 9.9 8.9 6.8 

2005 16.0 15.0 11.9 

2006 10.3 9.3 7.1 

2007 2.2 1.4 -1.7 

2008 -17.1 -17.7 -19.9 

2009 16.6 15.7 15.3 

2010 10.3 9.5 5.9 

2011 0.0 -0.7 -3.8 

2012 12.9 12.1 9.8 

2013 7.5 6.7 5.5 

2014 12.7 11.9 12.3 

2015 5.1 4.4 2.9 

2016 6.5 5.8 3.5 

Sources: PensioPlus, BETTER FINANCE calculations 
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Table BE13. Annual average return of 
occupational pension plans managed by IORPs 

(%) (2000-2016) 

Nominal return before charges, 
tax and inflation 

4.8 

Nominal return after charges, 
before tax and inflation 

4 

Real return after charges and 
inflation, before tax 

1.9 

Real return after charges, tax 
and inflation 

1.5 

Sources: PensioPlus, BETTER FINANCE calculations 

 

Over a 17-year period (2000-2016), occupational pension plans managed by 

IORPs experienced negative nominal returns before charges three times: in 

2001, 2002 and 2008. Over the period 2000-2016, the annual average 

return after charges, tax and inflation was positive (1.46%). PensioPlus 

reported the average asset allocation of IORP at end-2016, as follows: 39% 

in equities, 45% in fixed income securities, 6% in real estate, 4% in cash and 

6% in other asset classes. With the decrease in the return of fixed income 

assets, the proportion of equities increased from 34% in 2014 and 2015 to 

39% and represented a significant proportion of assets when compared to 

other countries. 

Occupational pension plans managed by insurance companies (Branch 21 

contracts)55  

Assuralia annually reports net returns after charges in percentage of the 

total reserves. Statistics for the whole year 2015 were published in 

November 2016. Contrary to reports published in previous years, this 

report did not contain available information on the ǊŜǘǳǊƴǎ ƻŦ άAssurance 

Groupeέ .ǊŀƴŎƘ нм ŎƻƴǘǊŀŎǘǎΦ ²Ŝ ǿŜǊŜ ǘƘǳǎ ǳƴŀōƭŜ ǘƻ ǳǇŘŀǘŜ ǘƘƛǎ 

information for the whole year 2015. Nevertheless, FSMA reported a return 

ƻŦ оΦмн҈ ŦƻǊ ǎŜŎǘƻǊ ǇŜƴǎƛƻƴ ŦǳƴŘǎ ƳŀƴŀƎŜŘ ǘƘǊƻǳƎƘ άAssurance groupeέ 

                                                           
55 !ǎǎǳǊŀƭƛŀ ŘƻŜǎ ƴƻǘ ǇǊƻǾƛŘŜ ƛƴŦƻǊƳŀǘƛƻƴ ƻƴ ŎƻƭƭŜŎǘƛǾŜ .ǊŀƴŎƘ но ŎƻƴǘǊŀŎǘǎ όά!ǎǎǳǊŀƴŎŜ 
DǊƻǳǇŜέύΦ 
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contracts in 2015.56  We have formally requested this information to 

Assuralia, but have not received any response at the time of printing. The 

ǊŜŀŘŜǊ Ŏŀƴ ǊŜŦŜǊ ǘƻ άtǊƛǾŀǘŜ tŜƴǎƛƻƴǎΥ ¢ƘŜ wŜŀƭ wŜǘǳǊƴǎ нлмс 9Řƛǘƛƻƴέ ǘƻ 

obtain information on returns from 2002 to 2014.57 Over a 13-year period 

(2002-нлмпύΣ .ǊŀƴŎƘ нм ά!ǎǎǳǊŀƴŎŜ DǊƻǳǇŜέ ƻŎŎǳǇŀǘƛƻƴŀƭ ǇŜƴǎƛƻƴ Ǉƭŀƴǎ 

experienced a positive annual average return over of 2҈Φ άAssurance 

Groupeέ .ǊŀƴŎƘ но ƻŎŎǳǇŀǘƛƻƴŀƭ ǇŜƴǎƛƻƴ Ǉƭŀƴǎ ǎŜŜƳ ǘƻ ƘŀǾŜ ǎǳŦŦŜǊŜŘ 

negative real returns over the last 15 years.58 

Table BE14Φ wŜǘǳǊƴǎ ƻŦ ά.ǊŀƴŎƘ нмέ ƻŎŎǳǇŀǘƛƻƴŀƭ ǇŜƴǎƛƻƴ Ǉƭŀƴǎ ƳŀƴŀƎŜŘ ōȅ 
insurance companies (%) 

  

Nominal 
return before 
charges, tax 
and inflation 

Nominal return after 
charges, before tax and 

inflation 

Real return after 
charges and inflation, 

before tax 

2002 5.4 4.1 2.5 

2003 6.3 5.3 3.7 

2004 6.3 5.4 3.4 

2005 6.8 5.8 3.2 

2006 6.7 5.7 3.3 

2007 6.6 5.7 3.8 

2008 2 1.2 -3.2 

2009 5.4 4.6 4.6 

2010 5.3 4.5 2.2 

2011 4 3.3 -0.1 

2012 5.4 4.6 1.9 

2013 5.4 4.7 3.5 

2014 5.5 4.8 5.2 

SourcesΥ ά!ǎǎǳǊŀƭƛŀέΣ BETTER FINANCE calculations 

 

                                                           
56 FSMA, Report on sector pension funds, June 2017. 
57 ¢ƘŜ ǊŜŀŘŜǊ Ŏŀƴ ǊŜŦŜǊ ǘƻ άtǊƛǾŀǘŜ tŜƴǎƛƻƴǎΥ ¢ƘŜ wŜŀƭ wŜǘǳǊƴǎ нлмс 9ŘƛǘƛƻƴέΣ ǘŀōƭŜǎ .9мпΦ ǘƻ 
BE16. 
58 {ŜŜ !ƴƴŜȄΥ /ŀǎŜ ŀƴŀƭȅǎƛǎ ƻŦ ŀ .ǊŀƴŎƘ но ά!ǎǎǳǊŀƴŎŜ DǊƻǳǇŜέ ƻŎŎǳǇŀǘƛƻƴŀƭ ǇŜƴǎƛƻƴ ǇƭŀƴΦ 
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Table BE15Φ !ƴƴǳŀƭ ŀǾŜǊŀƎŜ ǊŜǘǳǊƴ ƻŦ ά.ǊŀƴŎƘ нмέ 
occupational pension plans managed by insurance 

companies (2002-2014) (%) 

Nominal return before charges, tax and inflation 5.5 

Nominal return after charges, before tax and inflation 4.6 

Real return after charges and inflation, before tax 2.6 

Real return after charges, tax and inflation 2.0 

SourceΥ ά!ǎǎǳǊŀƭƛŀέΣ BETTER FINANCE calculations 

 

Pillar III: Personal pension savings products 

Pension savings funds 

The Belgian Asset Management Association (BeAMA) provides quarterly 

data on the annual average returns of pension savings funds. The most 

recent data was on an annual basis at end-2016. 

Table BE16. Annual average returns of pensions 
savings funds 

Over 1 
year 

Over 3 
years 

Over 10 
years 

Over 25 
years 

2.9 6.2 3.0 6.9 

Source: BeAMA 

 

These average returns were calculated based on the average returns of all 

available funds in the market, after expenses but before taxation and 

inflation. 

Annual returns are also available in the prospectus of each pension savings 

fund provided by the asset management company that commercialises the 

fund. In general, there is no available information on returns before 2002 in 

the fund prospectuses. The following table displays the average return of all 

available funds for subscription in the Belgian market from 2000 to 2016. 

From 2013 to 2016, TER expressed as a percentage of total assets under 

management were collected and were used in returns calculations. 
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However, there is no historical data for TER before 2013. Over the whole 

period from 2000-2012, TER from 2013 were used and assumed to remain 

stable. 

Table BE17. Returns on pension savings funds after expenses, 
inflation and taxation (%) 

 

Nominal return 
before charges, 
tax and inflation 

Nominal return 
after charges, 
before tax and 

inflation 

Real return after 
charges and 

inflation, before 
tax 

2000 -2.8 -4.0 -6.8 

2001 -3.3 -4.5 -6.3 

2002 -13.4 -14.5 -15.6 

2003 16.0 14.6 12.8 

2004 21.3 19.8 17.5 

2005 18.7 17.2 14.1 

2006 11.0 9.6 7.4 

2007 3.8 2.5 -0.6 

2008 -24.7 -25.7 -27.6 

2009 19.6 18.2 17.8 

2010 8.3 7.0 3.5 

2011 -4.1 -5.3 -8.2 

2012 12.8 11.4 9.1 

2013 12.8 11.4 10.1 

2014 8.6 7.2 7.7 

2015 9.6 8.2 6.7 

2016 4.2 2.9 0.7 

Sources: BeAma, Morningstar, BETTER FINANCE calculations 
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Table BE18. Annual average return of pension savings funds (2000-2016) (%) 

Nominal return before charges, tax and 
inflation 

5 

Nominal return after charges, before 
tax and inflation 

3.7 

Real return after charges and inflation, 
before tax 

1.7 

Real return after charges, tax and 
inflation 

1.4 

Source: BeAma, Morningstar, BETTER FINANCE calculations 

 

Pension savings funds within the third pillar experienced negative nominal 

returns from 2000 to 2002, as well as in 2008 and 2011. Unlike occupational 

pension plans, these pension savings funds are not obliged to pay a 

guaranteed return to retirees. Over the 17-year period (2000-2016), they 

delivered relatively similar nominal returns to occupational pension plans 

managed by IORPs. Benefits are taxed at a flat rate of 8%59, considering an 

annual return of 4.75% during the accumulation phase, irrespective of the 

pension savings fund returns. 

Pension savings insurance (Branch 21 contracts) and long -term 

savings products (Branch 23 contracts)  

In order to save for their retirement, Belgian can subscribe to pension 

savings insurance or to long-term savings products. Pension savings 

insurance consists in investing in individual life-insurance Branch 21 

contracts with a guaranteed capital. Long-term savings products combine 

Branch 21 contracts and unit-linked Branch 23 contracts. Assuralia reports 

net returns after charges in percentage of the total reserves managed 

through Branch 21 and Branch 23 contracts. This information gives an 

insight into returns of reserves invested within the third pillar. However, we 

                                                           
59 To calculate the taxation, the following assumptions are made: the saver subscribes to the 
product before the age of 55 and claims for his capital at 60 years old. The tax flat rate of 8% 
is applied to accrued benefits in 2016. In 2015, 1% of the accrued benefits as of 31 
December 2014 was levied and then deduced from the tax allowance calculated in 2016.  
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were unable to update returns for the whole year 2015 as there was no 

available information on the annual data published by Assuralia. We have 

formally requested this information to Assuralia, but have not received any 

ǊŜǎǇƻƴǎŜ ŀǘ ǘƘŜ ǘƛƳŜ ƻŦ ǇǊƛƴǘƛƴƎΦ ¢ƘŜ ǊŜŀŘŜǊ Ŏŀƴ ǊŜŦŜǊ ǘƻ άPrivate Pensions: 

The Real Returns 2016 Editionέ ǘƻ ƘŀǾŜ ƛƴŦƻǊƳŀǘƛƻƴ ƻƴ ǊŜǘǳǊƴǎ ŦǊƻƳ нллн 

to 2014.60 Over the whole period from 2002-2014, the annual average 

return remained positive to 1.67% for Branch 21 contracts and to 1.30% for 

Branch 23 contracts. 

Table BE19. Returns of individual life-insurance Branch 21 contracts (%) 

  

Nominal return 
before charges, 
tax and inflation 

Nominal return 
after charges, 
before tax and 

inflation 

Real return after 
charges and inflation, 

before tax 

2002 4.0 2.6 1.1 

2003 5.6 3.8 2.2 

2004 6.3 4.8 2.8 

2005 6.3 5.4 2.8 

2006 5.9 5.1 2.7 

2007 6.0 5.2 3.3 

2008 0.8 0.1 -4.2 

2009 4.9 4.3 4.3 

2010 4.6 4.0 1.7 

2011 3.0 2.5 -0.9 

2012 5.0 4.4 1.8 

2013 4.7 4.1 2.9 

2014 5.8 5.2 5.6 

SourcesΥ ά!ǎǎǳǊŀƭƛŀέΣ BETTER FINANCE calculations 

 

  

                                                           
60 ¢ƘŜ ǊŜŀŘŜǊ Ŏŀƴ ǊŜŦŜǊ ǘƻ άtǊƛǾŀǘŜ tŜƴǎƛƻƴǎΥ ¢ƘŜ wŜŀƭ wŜǘǳǊƴǎ нлмс 9ŘƛǘƛƻƴέΣ ǘŀōƭŜǎ .9мфΦ ǘƻ 
BE22. 
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Table BE20. Annual average return of individual 
life-insurance Branch 21 contracts (2002-2014) 

(%) 
Nominal return before charges, tax and 
inflation 

4.8 

Nominal return after charges, before tax 
and inflation 

4.0 

Real return after charges and inflation, 
before tax 

2.0 

Real return after charges, tax and 
inflation 

1.7 

{ƻǳǊŎŜǎΥ ά!ǎǎǳǊŀƭƛŀέΣ .9¢¢9w CLb!b/9 ŎŀƭŎǳƭŀǘƛƻƴǎ 

 

Branch 23 contracts experienced negative nominal and real returns in 2008 

and 2011. 

Unfortunately, there is no available information on return for 2015 and 

2016. 

Table BE21. Returns of individual Branch 23 contracts61 (%) 

  

Nominal 
return before 
charges, tax 
and inflation 

Nominal return 
after charges, 
before tax and 

inflation 

Real return 
after charges and 
inflation, before 

tax 

2005 11.9 11.5 8.5 

2006 7.5 7.1 4.9 

2007 1.6 1.3 -1.6 

2008 -18.2 -18.5 -20.6 

2009 13.3 12.9 12.6 

2010 7.5 7.1 3.6 

2011 -2.6 -2.9 -5.9 

2012 9.4 9.1 6.9 

2013 5.9 5.6 4.4 

2014 8.3 7.9 8.3 

Sources: Assuralia, BETTER FINANCE calculations 

                                                           
61  



 

 

 

P
e

n
si

o
n

 S
a

vi
n

g
s:

 T
h

e
 R

e
a
l 
R

e
tu

rn
 |
 2

0
1

7
 E

d
iti

o
n 

 
 

96 

In our calculations, we considered that benefits from Branch 21 contracts 

were taxed like pension savings schemes and a flat tax rate of 10%62 was 

applied to the accrued benefits from Branch 23 contracts. 

Table BE22. Annual average return of individual life-
insurance Branch 23 contracts (2005-2014) (%) 

Nominal return before charges, tax and 
inflation 4.1 

Nominal return after charges, before 
tax and inflation 

3.7 

Real return after charges and inflation, 
before tax 1.6 

Real return after charges, tax and 
inflation 

1.3 

Sources: ά!ǎǎǳǊŀƭƛŀέΣ .9¢¢9w CLb!b/9 ŎŀƭŎǳƭŀǘƛƻƴǎ 

 

  

                                                           
62  
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Conclusions 

Belgians are encouraged to save for their retirement in private pension 

vehicles. In 2003, the implementation of the Supplementary Pensions Act 

defined the framework of the second pillar for sector pension plans and 

supplementary pension plans for self-employed individuals. The number of 

employees covered by occupational pension plans keeps rising as well as 

the number of self-employed individuals covered by supplementary 

pension plans. 

Annual minimum guaranteed returns on employers and employees 

contributions defined in 2003 (respectively 3.75% and 3.25 %) were no 

longer suitable for insurance companies. These returns did not reflect the 

current market situation, given the low level of Belgium government bonds 

yields and market interest rates on investment grade bonds. Measures to 

guarantee the sustainability and social character of the supplementary 

pensions were enforced in January 2016:  

¶ The guaranteed minimum return on contribution was lowered than 

1.75% for both employee and employer contributions. This return was 

revised according to an economic formula taking into account the 

evolution of government bond yields in the future; 

¶ The supplementary pension age and the legal pension age were aligned; 

¶ Beneficial anticipation measures granted to employees when they claim 

their supplementary pension before the legal age were abolished. 

Over a 17-year period (2000-2016), occupational pension funds managed by 

IORPs (pillar II) and pension savings funds (pillar III) had annual average 

returns of 1.46% and 1.41% respectively. These funds offer returns linked to 

the performance of the underlying assets. Unlike insurance companies, 

asset management companies are less constrained in their asset allocation 

and can more easily benefit from potential increases in markets. 

¦ƴŦƻǊǘǳƴŀǘŜƭȅΣ ǿŜ ǿŜǊŜ ŀōƭŜ ǘƻ ǳǇŘŀǘŜ ǊŜǘǳǊƴǎ ŦƻǊ άAssurance Groupeέ 

occupational pension plans and individual life-insurance contracts for the 

years 2015 and 2016. Assuralia did not report the returns of these products 
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in the annual statistics for 2015 and 2016. The case analysis in the annex 

reports the return of an occupational pension plan invested through a 

Branch 23 contract. 
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http://www.wikifin.be/fr/thematiques/les-pensions/epargne-pension/fiscalite
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¶ !ǎǎǳǊŀƭƛŀΩǎ ǿŜōǎƛǘŜΥ  

http://www.assuralia.be/nl/  

¶ [ΩŞǇŀǊƎƴŜ ǇŜƴǎƛƻƴ 

http://assuralia.be/images/docs/stats/FR/02_chiffres-cles-par-

branche/02_07_epargne-pension.htm  

¶ [ΩŞǇŀǊƎƴŜ Ł ƭƻƴƎ-terme 

http://assuralia.be/images/docs/stats/FR/02_chiffres-cles-par-

branche/02_07_epargne-long-terme.htm  

¶ 9ƴŎŀƛǎǎŜƳŜƴǘǎ ŘŜ ƭΩŀǎǎǳǊŀƴŎŜ ǾƛŜ 

http://assuralia.be/images/docs/stats/FR/02_chiffres-cles-par-

branche/02_07_encaissement-vie.htm  

¶ tǊƻǾƛǎƛƻƴǎ ŘŜ ƭΩŀǎǎǳǊŀƴŎŜ ǾƛŜ 

http://assuralia.be/images/docs/stats/FR/02_chiffres-cles-par-

branche/02_07_provisions-vie.htm  

¶ Proportion Banques/Assureurs 3ème pillier 

http://assuralia.be/images/docs/stats/FR/02_chiffres-cles-par-

branche/02_07_banques-assureurs-troisieme-pilier.htm  

¶ Les pǊƛƴŎƛǇŀǳȄ ŎƘƛŦŦǊŜǎ Řǳ ƳŀǊŎƘŞ ōŜƭƎŜ ŘŜ ƭΩŀǎǎǳǊŀƴŎŜ Ŝƴ нлмр 

http://assuralia.be/fr/47-etudes-et-chiffres/etudes-d-assuralia/237-les-

principaux-chiffres-du-marche-belge-de-l-assurance-en-2015  

  

http://www.assuralia.be/nl/
http://assuralia.be/images/docs/stats/FR/02_chiffres-cles-par-branche/02_07_epargne-pension.htm
http://assuralia.be/images/docs/stats/FR/02_chiffres-cles-par-branche/02_07_epargne-pension.htm
http://assuralia.be/images/docs/stats/FR/02_chiffres-cles-par-branche/02_07_epargne-long-terme.htm
http://assuralia.be/images/docs/stats/FR/02_chiffres-cles-par-branche/02_07_epargne-long-terme.htm
http://assuralia.be/images/docs/stats/FR/02_chiffres-cles-par-branche/02_07_encaissement-vie.htm
http://assuralia.be/images/docs/stats/FR/02_chiffres-cles-par-branche/02_07_encaissement-vie.htm
http://assuralia.be/images/docs/stats/FR/02_chiffres-cles-par-branche/02_07_provisions-vie.htm
http://assuralia.be/images/docs/stats/FR/02_chiffres-cles-par-branche/02_07_provisions-vie.htm
http://assuralia.be/images/docs/stats/FR/02_chiffres-cles-par-branche/02_07_banques-assureurs-troisieme-pilier.htm
http://assuralia.be/images/docs/stats/FR/02_chiffres-cles-par-branche/02_07_banques-assureurs-troisieme-pilier.htm
http://assuralia.be/fr/47-etudes-et-chiffres/etudes-d-assuralia/237-les-principaux-chiffres-du-marche-belge-de-l-assurance-en-2015
http://assuralia.be/fr/47-etudes-et-chiffres/etudes-d-assuralia/237-les-principaux-chiffres-du-marche-belge-de-l-assurance-en-2015
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ANNEX: Case analysis of a Belgian Branch 23 - 

ά!ǎǎǳǊŀƴŎŜ DǊƻǳǇŜέ ƻŎŎǳǇŀǘƛƻƴŀƭ ǇŜƴǎƛƻƴ plan 

¢Ƙƛǎ ŎƻǊǇƻǊŀǘŜ ά.ǊŀƴŎƘ ноέ όǳƴƛǘ-linked) insurance pension plan offers three 

investment options: low, medium and high depending on the equity/bond 

asset allocation. 

¢ƘŜ άƳŜŘƛǳƳέ ƛƴǾŜǎǘƳŜƴǘ ƻǇǘƛƻƴ ǇǊƻǾƛŘŜǎ ǘƘŜ ǊŜǘǳǊƴǎ ƻŦ ŀƴ ƛƴǾŜǎǘƳŜƴǘ 

fund that has the following benchmark: 

¶ 50% equity (MSCI World equity index); 

¶ 50% bonds (JPM Euro Bond Index). 

Table BE23. Real case of a Belgian occupational pension insurance 

2000-2016* performance vs. capital markets benchmark 

Capital markets (benchmark index**) performance 

Nominal performance +100% 

Real performance (before tax) +44% 
Pension insurance performance (same 
benchmark**)   

Nominal performance +33% 

Real performance (before tax) -4% 

*To 30/06/2016 

     ** 50 % Equity / 50 % bonds (MSCI World equity index  and JPM Euro Govt Bond Index63) 
invested on 31/12/1999 
Sources: Better Finance, provider 

     

As the table above shows: 

¶ The real performance (before tax) of the pension fund is negative. 

¶ The real performance of the pension fund is disconnected and much 

below that of the capital market benchmark which is positive: the 

                                                           
63 ΨΩInformation has been obtained from sources believed to be reliable but J.P. Morgan does 
not warrant its completeness or accuracy. The Index is used with permission.  The Index may 
not be copied, used, or distributed without J.P. Morgan's prior written approval. Copyright 
2015, J.P. Morgan ChaǎŜ ϧ /ƻΦ !ƭƭ ǊƛƎƘǘǎ ǊŜǎŜǊǾŜŘΩΩ (J.P. Morgan). 
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performance of capital markets cannot be used as a proxy for pension 

savings performance, even if the capital market benchmark used is the 

one chosen by the asset manager. 

What are the reasons for such a bad performance? 

The key explanation factor is charges (fees). Whereas the benchmark does 

not bear any fees, the pension fund does. It appears that this fund is a fund 

of funds. This means it bears two layers of fees: those of the fund itself plus 

those of the funds it invests in.  

BETTER FINANCE also discovered that this fund of fund is not a UCITS fund, 

but an AIF (Alternative Investment Fund). Therefore, it is not required to 

publish a Key Information Document (KID) that must disclose the total 

annual charges of the fund of funds. Actually, BETTER FINANCE had to 

complain to the Belgian regulator to finally obtain the yearly charges on the 

fund of funds itself (0.50% per annum). We then had to search the disclosed 

underlying funds (biggest positions in the fund of funds portfolio) on the 

ƛƴǘŜǊƴŜǘ ǘƻ ŦƛƴŘ ǘƘƻǎŜ ŦǳƴŘǎΩ ŎƘŀǊƎŜǎΦ Lǘ ŀǇǇŜŀǊŜŘ ǘƘŀǘ ŦƻǊ ǘƘŜ Ƴŀƛƴ Ŝǉǳƛǘȅ 

funds, the weighted average annual charge in 2012 was 2.01% and 1.39% in 

2015 (different funds used). In total the annual charge paid by the pension 

saver on the equity portion of this pension fund was therefore 2.51% of 

assets under management in 2012 and 1.89% in 2015, still more than nine 

times the annual charge on a world equity ETF index fund. 

This expense rate is very high and more than explains the huge 

performance. Most of these expenses could have been saved by investing 

in an equity index exchange-traded fund (ETF) on the same benchmark 

(MSCI World) as the table below shows. 
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Table BE24. Charges taken from funds over a year 

This Belgian occupational pension fund (equity part):  1.89% 
Average European equity fund:                                          1.75% 
Average US equity fund:                                                     0.70% 
Exchange traded fund (world equities):                          0.19% 

Sources: Better Finance, Morningstar, Financial Times 

 

Conclusions: 

¶ .ŜƭƎƛŀƴ άAssurance Groupeέ ǇŜƴǎƛƻƴ ŦǳƴŘǎ ǎƘƻǳƭŘ ŘƛǎŎƭƻǎŜ Ŧǳƭƭ ŎƘŀǊƎŜǎ 

ŀƴŘ ǘƘŜ άƛƴŘǳŎŜƳŜƴǘǎέ ǘƘŜȅ ƎŜǘ ŦǊƻƳ ƛƴǾŜǎǘƛƴƎ in underlying funds 

όŎƻƳƳƛǎǎƛƻƴǎ ǇŀƛŘ ōȅ ǘƘƻǎŜ ŦǳƴŘǎΩ ƳŀƴŀƎŜƳŜƴǘ ŦƛǊƳǎύΦ 

¶ They should not invest in high fee funds when it is clearly not the fund 

ǇŀǊǘƛŎƛǇŀƴǘǎΩ ƛƴǘŜǊŜǎǘΣ ŀǎ ƛƴ ǘƘƛǎ ŎŀǎŜΦ 
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0ÅÎÓÉÏÎ 3ÁÖÉÎÇÓȡ 4ÈÅ 2ÅÁÌ 2ÅÔÕÒÎ 
2017 Edition 

/ƻǳƴǘǊȅ /ŀǎŜΥ .ǳƭƎŀǊƛŀ 

Summary  

The Bulgarian pension system rests on three pillars: 

ω tŜƴǎƛƻƴ ŦǳƴŘǎΩ ǊŜŀƭ ǊŜǘǳǊƴǎ ƛƳǇǊƻǾŜŘ ŎƻƴǎƛŘŜǊŀōƭȅ ƛƴ нлмс ǿƛǘƘ ƭƻƴƎ-

term real returns for voluntary pension funds entering positive territory 

for the first time since the global financial crisis. 

ω Universal pension funds long-term real returns, however, remain grossly 

ƛƴǎǳŦŦƛŎƛŜƴǘ ŦƻǊ ǘƘƻǎŜ ŦǳƴŘǎ ǘƻ ǇǊƻǾƛŘŜ ŀ άǎǳǇǇƭŜƳŜƴǘŀǊȅέ ǇŜƴǎƛƻƴ ŦƻǊ 

the insured. Instead, with lower than needed real returns, participants in 

universal pension funds are on track to receive private pensions that 

actually subtract from the pension they would have been entitled to, 

had they not participated in this vehicle at all. Thus, participation in 

universal pension funds is detrimental to consumers in Bulgaria. 

ω Voluntary pension funds produced small positive real returns over the 

2001-2016 period but remain uncompetitive savings and investment 

vehicles. 

ω !ƴ ŜȄǘŜƴǎƛǾŜ ǇŜƴǎƛƻƴ ŦǳƴŘǎΩ !ǎǎŜǘ vǳŀƭƛǘȅ wŜǾƛŜǿ ǿŀǎ ǇŜǊŦƻǊƳŜŘ ƛƴ 

2016 with results uncovering some issues that could potentially result in 

the erosion of long-ǘŜǊƳ ōŜƴŜŦƛǘǎ ŀŎŎǊǳƛƴƎ ǘƻ ǘƘŜ ǇŜƴǎƛƻƴ ŦǳƴŘǎΩ ŀŎŎƻǳƴǘ 

holders. 

Introduction  

The Bulgarian pension system rests on three pillars: 

ω Pillar I ς Defined benefit, pay-as-you-go (PAYG) social security; 
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ω Pillar II ς Defined contribution, fully funded Supplementary Mandatory 

Pension Scheme (SMPS); 

ω Pillar III ς Defined contribution, fully funded Supplementary Voluntary 

Pension Scheme (SVPS). 

It is a result of a far-reaching pension reform undertaken in 1999-2000 to 

strengthen the fiscal sustainability of the PAYG public social security system 

inherited from the pre-1990 period and to transfer the longevity risk in part 

from the state to private pension providers.   

The publicly managed PAYG pillar I still plays a major role in the Bulgarian 

pension system, as pay-outs from pƛƭƭŀǊ LL ƘŀǾŜ ƴƻǘ ȅŜǘ ǎǘŀǊǘŜŘ άŜƴ ƳŀǎǎŜέ 

and pay-outs from pillar III are quite limited. From 2000 to 2015 

participants born prior to 1960 continued to contibute only to the public 

system, while those born after 1959 were required to split their mandatory 

pension insurance contributions between pillars I and II.  A major 

parametric pension reform was enacted in 2015, whereby: 

a) Pension eligibility age is  scheduled to increase gradually to 65 years of 

age for both women and men; 

b) Mandatory pension insurance contributions  increased to 18.8 % of 

insurable income in 2017 and are slated to rise again to 19.8 % in 2018 

from 17.8 % in 2016; 

c) Pension entitlement from the public PAYG system is being stepped up 

gradually from 1.1 % of the average income for each year of contribution 

in the 2009-2016 period to 1.5 % and 

d) Fees and charges, collected by pension companies, are scaled down for 

each year between 2016 and 2019. 

In addition, the pension regime was changed. Under the new regime the 

Supplementary Mandatory Pension Scheme became optional. While new 

entrants in the labour market are compulsorily placed into pillar II pension 
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funds, a year later, they and all other universal and professional pension 

ŦǳƴŘǎΩ ǇŀǊǘƛŎƛǇŀƴǘǎ Ŏan elect to64: 

a) either contribute their entire mandatory pension insurance to pillar I 

only or 

b) to split their mandatory pension insurance contribution between pillar I 

and pillar II. 

In the latter case they will be entitled to two pensions from both the public 

pension system and the SMPS. Their public pension, however, will be 

reduced commensurate to the lower pension insurance contribution they 

make to the public system. This opens the possibility of their total pension 

income possibly being lower than the pension they would have been 

entitled to from pillar I only. This will be the case if the pension from the 

SMPS is insufficient to compensate for the reduction of the public pension. 

Whether or not this is the case crucially depends on the return from 

universal pension funds, comprising the largest part of SMPS. 

Pension Vehicles 

The privately managed pension funds in Bulgaria come in four varieties. 

Universal and professional pension funds fall under Pillar II (SMPS), while 

Pillar III (SVPS) consists of voluntary supplemental pension funds and 

voluntary professional pension funds. 

Table BG 1. Privately managed pension funds in Bulgaria 

  SMPS SVPS 

1. Universal pension funds X -- 

2. Professional pension funds X X 

3. Voluntary pension funds -- X 

Source: BETTER FINANCE composition 

 
  

                                                           
64 Those who had opted at one point for only the state pension insurance scheme may elect 
to revert to participation in Pillar II pension funds later. The insured can exercise their 
election rights multiple times back and forth up to five years before the minimum required 
retirement age. 
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Pension funds are managed by specially licenced privately owned and 

operated pension companies. As of the end of 2016, a total of nine 

companies are licensed to manage pension funds. They are subject to 

various capital and governance requirements. A peculiar requirement is for 

ǇŜƴǎƛƻƴ ŎƻƳǇŀƴƛŜǎ ǘƻ ƛƴŎƭǳŘŜ ǘƘŜ ǘŜǊƳǎ άǇŜƴǎƛƻƴέ ƻǊ άǊŜǘƛǊŜƳŜƴǘέ ƛƴ ǘƘŜƛǊ 

name, or derivatives thereof. At the same time, no entity without a license 

to manage pension funds can use any of those terms in their name. 

Each pension company is allowed to manage one single fund of each type: 

universal, professional, voluntary and voluntary professional. As of end 

2016, just one company offers all four pension fund types and the 

remaining eight companies offer three pension funds each (universal, 

professional and voluntary). 

Thus the number of privately managed defined contribution pension funds 

offered in Bulgaria can be summarised as follows: 

Table BG 2. Privately managed defined contribution 
pension funds in Bulgaria 

  SMPS SVPS 

1. Universal pension funds 9   

2. Professional pension funds 9 1 

3. Voluntary pension funds 
 

9 

Source: UPF, PPF, VPF Data based on data published by the Financial 
Supervisory Commission65  

Universal Pension Funds  

The universal pension funds are by far the most important pension vehicle 

in Bulgaria with over 3.5 million individual pension accounts and BGN 8.9 

ōƛƭƭƛƻƴ όϵоΦр billion66) in assets under management (as of end 2016). 

Participation in the universal funds was mandatory for employees born in 

1960 or later until August 2015 and has been optional ever since for those 

                                                           
65 http://www.fsc.bg/bg/pazari/osiguritelen-pazar/statistika/statistika-i-analizi/2016/  
66 For the conversion of the various currencies to euros, the report uses the 2014 annual 
average exchange rate "Euro foreign exchange reference rates" provided by the European 
Central Bank: https://www.ecb.europa.eu/stats/exchange/eurofxref/html/index.en.html  

http://www.fsc.bg/bg/pazari/osiguritelen-pazar/statistika/statistika-i-analizi/2016/
https://www.ecb.europa.eu/stats/exchange/eurofxref/html/index.en.html
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who participated at least one year in a universal pension fund. Participation 

in universal pension funds is tied to the employment status of the insured 

and both the employee and the employer are required to make 

contributions.67  Universal pension funds operate at national level and not 

on company or industry level. 

The universal pension funds are by far the most important pension vehicle 

in Bulgaria with over 3.5 million individual pension accounts and BGN 8.9 

ōƛƭƭƛƻƴ όϵоΦр ōƛƭƭƛƻƴύ ƛƴ ŀǎǎŜǘǎ ǳƴŘŜǊ ƳŀƴŀƎŜƳŜƴǘ όŀǎ ƻŦ ŜƴŘ нлмсύΦ 

Participation in the universal funds was mandatory for employees born in 

1960 or later until August 2015, and has been optional ever since for those 

who participated at least one year in a universal pension fund. Participation 

in universal pension funds is tied to the employment status of the insured 

and both the employee and the employer are required to make 

contributions.  Universal pension funds operate at national level and not on 

company or industry level. 

Contributions  

Contributions to the universal funds are set by law at 5% of insurable 

ƛƴŎƻƳŜΣ ǿƘƛŎƘ ƛƴ нлмс ǿŀǎ ŎŀǇǇŜŘ ŀǘ .Db нΣслл όϵмΣонфΦосύ ǇŜǊ ƳƻƴǘƘΦ 

This ceiling remains in effect in 2017.  

Minimum returns  

Pension companies are obliged to manage assets in such a way as to 

achieve a minimum nominal return. The minimum nominal return is set 

quarterly by the regulator, the Financial Supervision Commission, on the 

basis of the average return, achieved by all pension companies over a 

period of the preceding 24 months. The minimum return is equal to either 

60% of the average for all universal pension funds or 300 bp (basis points) 

below the average, whichever is smaller. 

In cŀǎŜ ŀ ŦǳƴŘΩǎ ŀŎǘǳŀƭ ǇŜǊŦƻǊƳŀƴŎŜ ƛǎ ǿŜŀƪŜǊ ǘƘŀƴ ǘƘŜ ƳƛƴƛƳǳƳ ƴƻƳƛƴŀƭ 

return determined by the regulator, the pension company is obliged to top 

                                                           
67 The statutory contribution to Universal pension funds is set at 5 % of insurable income, 
split between the employer (2.8 %) and the employee (2.2 %). 
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up individual pension accounts to the extent of the shortage. The source for 

this obligatory top-up is the pension ŎƻƳǇŀƴƛŜǎΩ ƻǿƴ ǊŜǎŜǊǾŜǎΣ ǿƘƛŎƘ 

should range between 1% and 3% of assets under management. 

Another source of funds could be reserves accumulated within the 

respective pension fund. These reserves are accumulated when the actual 

ŦǳƴŘΩǎ ǇŜǊŦƻǊƳŀƴŎŜ ŜȄŎŜŜŘǎ ǘƘe average industry performance for the 

respective period by either 40% or 300 bp, whichever is larger.  

Reserves 

Pension companies are mandated to maintain pension reserves to cover 

the actuarial longevity risk when lifetime pensions are offered. The 

regulator has decreed however, that these reserves must be set aside one 

year after the first lifetime pension from the respective fund is extended. 

Since typically such pensions are not yet being paid out of universal funds, 

pension companies have not made provisions for the longevity risk. 

Distribution  

Participants in universal pension funds become eligible to receive 

supplementary pensions under the same terms under which they qualify for 

a state pension, namely reaching a certain age and length of service. 

However, universal pension plan participants can start drawing on their 

account five years prior to reaching full pension age, provided their 

accumulated assets are sufficient to ensure a lifetime pension of at least 

the state-mandated minimum pension.  

In the case of a premature death of an insured member or retiree, the 

universal pension fund distributes the balance of the account to his or her 

heirs either as a lump sum or as scheduled withdrawals. Should there be no 

heirs, the balance of the account is tǊŀƴǎŦŜǊǊŜŘ ǘƻ ǘƘŜ ǳƴƛǾŜǊǎŀƭ ŦǳƴŘΩǎ 

reserves. 

Professional pension funds  

Only those employees that work under hard and hazardous conditions such 

as miners, air pilots and similar are eligible to participate in professional 
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pension funds. People working under these conditions are entitled to an 

early retirement. The purpose of professional pension funds is limited to 

ensuring pensions for a prescribed length of time until those employees 

become eligible to draw pensions from the universal pension funds. With 

.Db форΦр Ƴƛƭƭƛƻƴ όϵптуΦо Ƴƛƭƭƛƻƴύ ƛƴ ŀǎǎŜǘǎ ǳƴŘŜǊ ƳŀƴŀƎŜƳŜƴǘ ŀƴŘ 

287,888 participants (as of end 2016 - tables BG3 and BG4), professional 

pension funds play a more limited role in the Bulgarian pension system.  

Contributions  

Professional pension funds are non-contributory. Only employers pay into 

the funds. 

Minimum returns  

The quarterly nominal returns are subject to the same floor as universal 

pension funds are ς either 60% of the average return for the previous 24 

months or 300 bp below the average return, whichever is smaller. 

Reserves 

The same provisions as for universal pension funds apply. 

Distribution  

Employees, eligible for a pension from a professional fund, are normally 

promised a term pension covering the period starting from the date of their 

early retirement to achieving the standard pension age.   

Should a person who has been insured through a professional pension fund 

fail to meet the eligibility criteria for early retirement, he or she has a 

choice at the time of reaching the regular retirement age to: 

ω either withdraw his or her balance from the professional pension fund 

as a lump sum, or 

ω transfer the balance of his professional fund account to his or her  

universal pension fund account. 

Similar to inheritance rights for universal pension funds, the heirs of a 

deceased insured or retired person inherit the account balance and may 
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choose to receive the entitlement as either a lump sum or as a scheduled 

withdrawal. Contrary to the rule for universal pension funds, should a 

deceased insured or retiree leave no heirs, the remaining balance on the 

account is transferred to the state budget. 

Voluntary pension funds  

Voluntary pension funds form the core of pillar III of the Bulgarian pension 

system. Nine voluntary pension funds operating in Bulgaria manage 

слмΣмпп ƛƴŘƛǾƛŘǳŀƭ ŀŎŎƻǳƴǘǎ ǿƛǘƘ .Db фмлΦп Ƴƛƭƭƛƻƴ όϵпсрΦр Ƴƛƭƭƛƻƴύ ƛƴ 

assets (as of end 2016). Any person 16 years of age or older may contribute 

to a voluntary pension fund. Contributions are either personal or made by a 

third party (such as an employer) on behalf of the insured.  

Minimum returns  

The performance of voluntary pension funds is not subject to a minimum 

return obligation. 

Reserves 

As a matter of legal obligation, where voluntary pension funds promise 

lifetime pensions, they are required to maintain pension reserves to cover 

the longevity risk. As a matter of practice, currently voluntary pension funds 

have accumulated such reserves only for the limited number of lifetime 

pension contracts currently extended. 

Distribution  

Participants in voluntary pension funds have a variety of choices in drawing 

on their accounts. 

One option is for participants to withdraw funds accumulated through their 

own contributions at any time prior to reaching the pension age. This right 

does not apply to funds acŎǳƳǳƭŀǘŜŘ ŀǎ ŀ ǊŜǎǳƭǘ ƻŦ ŀƴȅ ŜƳǇƭƻȅŜǊǎΩ 

contributions. 

Another option gives them the right to a lifetime pension upon meeting the 

age and length of service requirements for a public pension. However, 
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participants may choose to draw a lifetime pension up to five years prior to 

meeting these eligibility criteria. 

Lastly participants can choose between drawing the balance from their 

account as a lump sum or a scheduled withdrawal over a certain period of 

time. 

The heirs of an insured or retired person, who leaves a balance in his or her 

account at the time of death, are entitled to the balance as either a lump 

sum or to scheduled withdrawals over a specified period of time. Should 

there be no heirs the balance is transferred to the voluntary fund reserves.  

Voluntary professional pension funds  

With only one voluntary professional fund with 7,257 participants and BGN 

11.5 million όϵ6 mln.) as of end-2016, this vehicle is a rather insignificant 

part of the Bulgarian pension system and will be dropped from the real 

return analysis. Only participants in professional pension plans can 

contribute to voluntary professional pension funds. Their employers may 

elect to make contributions on behalf of employees too. 

To meet their future obligations, pension companies set aside technical 

reserves. The technical reserves need to be maintained at any moment in 

time and invested appropriately to ensure availability. 

Participants acquire a right to a term pension from a voluntary professional 

fund upon reaching the age of 60 for both men and women. They have the 

choice to either a lump sum or scheduled withdrawals.  

The heirs of a deceased insured or retiree are entitled to receive the 

remaining balance on the account as either a lump sum or scheduled 

withdrawals. 

Summary  

The relative role various pension vehicles play in the defined contribution 

pillars of the Bulgarian pension system (as of end-2016) is summarised in 

the tables below: 
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Table BG 3. Number of accounts 

 
SMPS SVPS 

1. Universal pension funds 3,576,387  

2. Professional pension funds 287,888 7,257 

3. Voluntary pension funds  601,144 

Total 3,864,275 608,401 

Grand total 4,472,676 
Source: BETTER FINANCE calculation based on data published by the Financial Supervisory 
Commission68 

 

Table BG 4: Assets under management (BGN million) 

 
SMPS SVPS 

1. Universal pension funds 8,899,563  

2. Professional pension funds 935,501 11,803 

3. Voluntary pension funds 
 910,410 

Total 9,835,064 922,213 

Grand total 10,757,277 
Source: BETTER FINANCE computation UPF, PPF, VPF Data 2016, based on data published 
by the Financial Supervisory Commission69 

 

Table BG 5Υ !ǎǎŜǘǎ ǳƴŘŜǊ ƳŀƴŀƎŜƳŜƴǘ όϵ Ƴƛƭƭƛƻƴύ 

 
SMPS SVPS 

1. Universal pension funds 4,550,274  

2. Professional pension funds 478,314 6,035 

3. Voluntary pension funds 
 465,485 

Total 5,028,588 471,520 
Grand total 5,500,108 
Source: BETTER FINANCE calculations based on UPF, PPF, VPF Data based on data published 
by the Financial Supervisory Commission70 

                                                           
68 http://www.fsc.bg/bg/pazari/osiguritelen-pazar/statistika/statistika-i-analizi/2016/  
69 Ibid. 

http://www.fsc.bg/bg/pazari/osiguritelen-pazar/statistika/statistika-i-analizi/2016/
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The insurance industry in Bulgaria is excluded from mandatory pension 

savings and investments. While buying a Life Insurance Policy enjoys the 

same tax advantage as investing in a voluntary pension fund (investment of 

up to 10 % of the annual income is tax free), life insurance does not play 

any meaningful role in the pension system in Bulgaria. 

Charges71 

Participants in pension funds are subject to fees and charges, defined and 

capped by law. Three types of fees and charges apply: 

ω front load (entry fee) on pension fund contributions; 

ω annual investment management fees on account balances (or the annual 

return in the case of voluntary funds); 

ω administrative charges.  

The law caps those fees and charges as follows: 

Table BG 6. Legal caps to fees and charges (2016) 

Fees SMPS SVPS 

Front load 4.5% 7% 

Management fee 0.9% 10 %72 

Transfer fee BGN 10.00 BGN 20.00 
Source: BETTER FINANCE computation 

 

Pension companies are banned from charging any fees other than the ones 

listed. The front load fee applies to each contribution, while the 

management fee applies to the balance of the account (or the annual 

return in the case of voluntary funds). The transfer fee is charged when a 

participant desires to transfer his or her account to a different pension 

management company. Only one transfer of account is permitted per year. 

Companies, managing voluntary pension funds are allowed to collect 

                                                                                                                                        
70 Ibid. 
71 5ŀǘŀ ƻƴ ŎƘŀǊƎŜǎ ŀǊŜ ŎƻƭƭŜŎǘŜŘ ŦǊƻƳ ƛƴŘƛǾƛŘǳŀƭ ǇŜƴǎƛƻƴ ŎƻƳǇŀƴƛŜǎΩ LƴǘŜǊƴŀƭ wǳƭŜǎ ŀƴŘ 
Regulations for managing pension funds. These documents are publicly accessible on the 
web page of each pension company. 
72 10% of the positive nominal return to the fund/ individual account. 
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several other administrative fees as long as those are explicitly allowed and 

specified in the law. 

In practice, most of the pension companies managing universal and 

professional funds charge the maximum loads and fees with the largest 

pension company (by number of participants and assets under 

management), offering discounts on long-term participants. .  

The front end fees charged by pension companies for voluntary pension 

funds vary more widely and are typically between 2.5% and 4.5%. The 

amount of the front end fee varies according to the amount of the 

contribution or the number of employees signed up to a voluntary pension 

fund by their employer. The majority of pension companies charge the 

maximum allowed 10% of returns in investment management fees. Four 

companies charge lower investment management fees: one charges 4.5%, 

the other charges 7% and the remaining two, including the largest 

company, charge 9% on positive returns. 

Administrative charges are normally one-time and nominal.   

As of 2016 the law mandates a reduction in fees and charges for the SMPS 

according to the following schedule73: 

Table BG 7. Pension funds fees and charges for SMPS (2016-2019) 

 
2016 2017 2018 2019 

Front Load 4.50 % 4.25 % 4.00 % 3.75 % 

Management fee 0.90 % 0.85 % 0.80 % 0.75 % 

Source: BETTER FINANCE computation 

 

Taxation  

Individual contributions to pension funds are typically free from income tax. 

An annual contribution to voluntary pension funds of up to 10% of annual 

taxable income is tax-free, while any additional contributions can be made 

                                                           
73 National Assembly, (2015), Social Insurance Code, State Gazette, No. 61, 11.08.2015 (In 
Bulgarian) 
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from after-tax income. Investment income accrues tax-free to individual 

pension accounts. Pension payments are also free of tax. 

9ƳǇƭƻȅŜǊǎ ŘŜŘǳŎǘ ŎƻƴǘǊƛōǳǘƛƻƴǎ ǘƻ ǇŜƴǎƛƻƴ ŦǳƴŘǎ ƻŦ ǳǇ ǘƻ .Db сл όϵолΦсуύ 

per employee per month from their annual revenue before taxes. Pension 

ŎƻƳǇŀƴƛŜǎΩ ǎŜǊǾƛŎŜǎ ŀƴŘ ǊŜǾŜƴǳŜǎ ŀǊŜ ŦǊŜŜ ŦǊƻƳ ±!¢ ŀƴŘ ǘŀȄ ǊŜǎǇŜŎǘƛǾŜƭȅΦ  

The tax regime of the pension companies and pension funds does not drive 

a wedge between nominal and real returns in Bulgaria. 

Pension Returns  

Pension returns can be calculated using one of two methods: money-

weighted or time-weighted74. The actual results obtained by participants in 

pension funds over time are best measured by the money-weighted rate of 

return method. It accounts for all cash inflows and outflows as well as the 

fees charged by pension fund management companies, including the front 

load (entry fee) for each contribution. The money-weighed rate of return 

does not measure the ability or the skill of the investment management 

teams, but it does give the most realistic outcome for the insured in the 

second and third pillars in the Bulgarian pension system, which are still 

largely in the accumulation phase and experience sizable cash inflows 

relative to total assets under management. In addition, the money-

weighted rate of return is endorsed by the OECD and used to calculate 

pension fund returns on a comparable basis between countries75. While 

money-weighted returns reflect the return actually obtained by the pension 

ŦǳƴŘΩǎ ǇŀǊǘƛŎƛǇŀƴǘΣ ǘƛƳŜ-weighted returns are indicative of the skill or luck 

ƻŦ ǘƘŜ ǇŜƴǎƛƻƴ ŦǳƴŘΩǎ ǇƻǊǘŦƻƭƛƻ ƳŀƴŀƎŜǊΦ  

We report pension fund returns in Bulgaria over the 2002-2016 period 

using the money-weighted method and the returns over 2004-2016 using 

                                                           
74 CŜƛōŜƭΣ .ǊǳŎŜ WΦΣ όнллоύΣ άLƴǾŜǎǘƳŜƴǘ tŜǊŦƻǊƳŀƴŎŜ aŜŀǎǳǊŜƳŜƴǘέΣ WƻƘƴ ²ƛƭŜȅ ϧ {ƻƴǎΣ LƴŎΦΣ 
Hoboken, New Jersey, p. 53 
75 OECD, (2015), Pension Markets in Focus 2014, p. 18 (accessed at 
http://www.oecd.org/daf/fin/private-pensions/Pension-Markets-in-Focus-2014.pdf)  

http://www.oecd.org/daf/fin/private-pensions/Pension-Markets-in-Focus-2014.pdf
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the time-weighted method. It should be noted that the Bulgarian Financial 

Supervision Commission publishes only time-weighted returns. 

Money-weighted Returns  

We start with reporting the annual money-weighted returns of pension 

funds in Bulgaria, breaking the gross nominal return into its constituent 

parts, namely: a) the real return; b) inflation and c) fees and charges. The 

returns are illustrated in graphs BGI and BGII and are reported in tables BG8 

and BG9. 

 

As shown in Graph BGI nominal returns across all pension funds fully 

compensate for fees and charges and inflation. Participants in universal 

pension funds (UPF) and professional pension funds (PPF) received on 

average a positive real return of 1.4 % annually, while participants in 

voluntary pension funds (VPF) received a 0.3 % annual real return over the 

2002 to 2016 period. 
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Graph BG I - Breakdown of Nominal Returns by Type 
of Pension Fund (2002-2016)
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