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PENSION FUNDS IN FIGURES 

 

Outside the OECD area, real returns were above 2% in 19 out of the 23 reporting economies, and were higher 

on average than those in the OECD area. Pension funds showed the strongest real returns in Armenia (10.2%), 

the Dominican Republic (7.6%), Croatia (6.8%), Costa Rica (6.3%), Peru (6.3%), Serbia (5.7%), Romania (5.0%) 

and Indonesia (5.0%). Real returns were however negative in three non-OECD economies: Guyana (-0.2%), 

Hong Kong (China) (-0.3%) and Malawi (-3.8%). Despite a high return of pension fund investments in Malawi in 

nominal terms (15.4%), prices soared at a faster pace in 2016 (20.0%). 

Pension funds mainly remained exposed to equities and bonds 

Pension funds continue to invest mainly in equities and bonds in 2016. Pension funds held more than 75% of 

their portfolios in equities and bonds in 18 out of 27 reporting OECD economies and 18 out of the 24 other 

economies participating in the statistical exercise. 

As shown in Figure 2, equities represented more than 50% of pension fund portfolios in 2016 in two OECD 

economies (Australia, Poland) and two non-OECD economies (Hong Kong (China) and Namibia). Pension funds 

in Poland hold the highest share in equities following the 2014 reform that prevents open pension funds from 

investing in treasury bonds and state-backed bonds and requires these funds to invest a minimum share of 

their portfolios in equities instead. 

Despite the prolonged low interest rate environment, pension funds still hold a high share of their portfolios in 

bills and bonds in 2016, especially in some Central and Eastern European economies (e.g. Czech Republic, 

Hungary, Serbia, the Slovak Republic) and Latin American economies (e.g. Chile, Costa Rica, the Dominican 

Republic, Mexico, Uruguay) where bills and bonds accounted for more than half of the portfolio in 2016. 

 

 

 

 

 

 

 

 

 

 

 

 

  

Figure 2. Pension fund asset allocation in selected asset classes, 2016 (preliminary) 
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B. Selected non-OECD economies
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A. Selected OECD economies

0 20 40 60 80 100

Poland

Australia

United States

Finland

Netherlands

Norway

Estonia

Chile

Austria

Iceland

Canada

Luxembourg

Latvia

United Kingdom

Italy

Portugal

Mexico

Denmark

Spain

Turkey

Hungary

Greece

Japan

Germany

Slovak Republic

Slovenia

Czech Republic

 

Notes: All data are expressed in percent of total investment. See the end of this 

factsheet for more methodological notes and country-specific details. 

 

Source: OECD Global Pension Statistics; Australian Bureau of Statistics; Bank 

of Japan. 



Pension fund asset allocation and 
DB/DC split in selected countries
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Key findings – Figures
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DB/DC Split 20161,2Asset allocation 2016

Source: Willis Towers Watson and secondary sources

1 DC assets in Switzerland are cash balance plans where the plan sponsor shares the investment risk and all assets are pooled. There are no pure DC assets where members make an investment choice and 

receive market returns on their funds. Therefore, Switzerland is excluded from this analysis.
2 In January 2017,  the UK’s Office for National Statistics stated that the figures previously disclosed for DC entitlements were significantly overestimated. As a result there is a significant decrease in UK DC 

pension assets this year when compared to the previous editions of this study. This change has a very limited impact on the P7 DC assets; in the order of a one percent reduction.
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4.4). However, when looking at the country breakdown in more detail some changes 

can be identified. In the euro area, a 2% increase in investments in equity can be 

observed, partly driven by the higher equity exposures in the NL. This change can be 

also observed in the ‘other’ category of the sample which includes all countries except 

the UK and NL. In aggregate terms, equity represents a higher share of investments 

in the pension fund sector than in the insurance sector (over 30 per cent for the EEA, 

EA, UK and the NL in 2016).36 

The increased investments in equity might be driven by the ongoing low interest rate 

environment as well as by the positive market development in equity. As a 

consequence, the exposure of the pension funds to market risk has also increased. It 

is only the case of the UK, where IORPs continue to increase their investments in fixed 

income securities (mainly sovereigns) in an effort to de-risk balance sheets in view of 

the their maturing membership.  

Figure 4.3: Investment Allocation in 2015 

(in %) 

Figure 4.4: Investment Allocation in 2016 

(in %) 

Source: EIOPA 

Note: Both charts are based on 22 countries for the EEA and 12 countries for the EA that provided the investment 

breakdown for 2016. Data for NO, FI, LU and BE is not yet available.  Data for 2016 is preliminary and subject to 

revisions. Data for the UK figure DB and hybrid (HY) schemes only.  The category ‘Other’ includes all the countries 

except UK and NL. Red circles represent major changes and trends commented in the text. 

The average rate of rate of return on assets (ROA) has increased in 2016 

(Figure 4.5). The average ROA in 2016 (un-weighted 4.4%, weighted 8.9%) has 

significantly increased since 2015 (un-weighted 2.9%, weighted 2.1%). This can be 

36
 Not evenly distributed across the countries of the sample. Equity exposures may vary from 6% in DK and ES of 

total assets to 40% in the NL and 91% in MT. 
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Rate of return
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partly attributed to the strong stock market performance during the final months of 

2016.  

Figure 4.5: Rate of Return on Assets (in %) 

 

Source: EIOPA  

Note: Data for 2016 is preliminary and subject to major revisions. Both the weighted and un-weighted averages for 

the EEA are calculated on the basis of the 20 countries that provided data and are depicted in the chart. The weighting 

is based on total assets. For ES the rate corresponds to the rate of return of all pension funds (including all costs). 

Please note that data on: UK, DE, FI, HU, MT and BE for 2016 are not yet available. 

Coverage ratios for DB schemes slightly increased in 2016 (Figure 4.6).37 For 

2016, preliminary data indicates that the funding situation improved. Overall, the 

weighted average coverage ratio increased from 94% in 2015 to 95% in 2016 

whereas the un-weighted average coverage ratio increased from 106.7% to 107.5% 

for the same period.  

Coverage ratios below 100% are a cause for concern as they signal that IORPs have 

insufficient assets to pay future pensions. Low coverage ratios are dealt with in 

different ways in different countries across the EU. In a number of countries there is 

full sponsor support available and in some countries guarantees on DB plans exist. In 

other countries recovery of pension protection schemes is in place. In some cases 

changes to the value of the future benefits is possible and may become necessary in 

order to mitigate the consequences of the low cover ratios on future generations, if 

they persist. As such, these measures comprise transfers of risks across time as well 

as different actors, like  pension funds, sponsors, members and beneficiaries and 

pension protection schemes (where relevant). 

                                      

37
 Cover ratios are defined as net assets covering technical provisions divided by technical provisions. 

Source EIOPA



Pension funds provide financial stability

• Due to their long-term investment perspective, pension funds pose only a low risk 
to financial stability:

– Pension funds have limited short-term liquidity needs, which make them more 
inclined to buy and hold assets across the entire economic cycle. 

– They also have an ability to behave counter-cyclical:

Pension funds ‘may also be less subject to pressure to respond to short-term market 
movements, or they may be more willing and able to take advantage of market 
movements by buying assets at the bottom of the cycle and selling at the top. As 
such, they might have the potential to play a stabilising, or even countercyclical 
role in the financial system.’ This has been proved during the last financial crisis. 

(Source: Bank of England report)
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http://www.bankofengland.co.uk/publications/Documents/news/2014/dp310714.pdf


Low interest rates pose big challenges for 
pension funds

• Both the asset and liability sides are influenced.

• Low interest rates influence the liabilities of pension 
funds and annuity providers if market rates are used as 
discount rates

• Low interest rates also influence the future value of 
savings because fixed securities are often a big part of 
the investment portfolio.

• DB pension funds with long-dated, interest rate sensitive 
liabilities will, unless they are hedged, have a negative 
duration gap. 
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