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AUSTRIA PENSIONS SYSTEMS IN EUROPE 1

Executive Summary

PAYG financing is atdriver for public deb

The results of the caduwmndtircyatsotrusdiiens tahned Qvheer aklely Pen s
t hat PAYG pension systems tend to be more affectecd
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mographic transition. I n sfionpus drerRPsY,G sfyisntaenntsi nw
nfrontrefdndtyi taut iodri@d sdtad mmedrei n g policies strength
stainability of the system at the expense of f
nerous PAYG pensi otnhhesysdstmsofcomedwaed finaaci al
hibits a strong reliance on PAYG financing. The
e -costai nment measures already | egislated, which
peéresi on system. Publ i c epdensoi dmcsrpeeansdei ng inso reex penc
the mid of ibhethexsadecadee the benefit ratio w
aving | arger groups of retireakl yati mdwdcke dofi ngayv
penditure ohsealvsed bor other PAYG systems: Publ i «
GDP for Iltaly in 2035 or at 12% for Germany. A

vel oped funded penmsdiomg cfoonpomelmitis¢c persi ens i n 2
therlands, 7% in Sweden or 8% in Denmar k. Publ ic
rr public debt sustainability risks. The EU Commi
rm f iasicrad bisluistty r i sks, assi gaarsd aA ursetdriiuan an & ka toi |
aly. Conversely, many of the countries in our sar
particular Sweden and Denmark, aslks.considered t

stria is |l agging behdfndf umdedd ep edresvied o ppmenvti si on

spite future reductions in benefit | evels and ge
stria,up hef bfuunadled pension capit asls ehtass inno tf uynedte da c
i vate pensi odn npoldaenrsatienlicyr efarsoem a | ow | evel and amoa
2021. This is well bel ow the comparative figur
cus on f unideod peexnasmpdl ees It dehred Newi t h around 215% of
0O68r Denmar k with 235 9%. However, Austria stays al_
strong focus on PAYG financing, such as Iltaly wit

contri btug i ohmes seiflllecweak expansiiom Adstfruinad.edl mp
ntributions to funded and private pension plans
9% in Denmark, 4.5% in the Netherl andstesr i&h% in
l untary occupationale pvomKiimmgs agel ptoipwe at o on was
21, compared to 54% in Germany or 23% in France.
e coverage in occupational pl ansCovaese®ondien gvleye,
verage of wvduaht @i wn@Edrdimvi fndtergicanst i gtewaskunfts
.5% in 2021, c omp @Riieadsttemt abous) 30 Ger many. Ac
vel opment of forms of nftuinndueeds pteon ssihoonw pgrroevaits ipoont ec



AUSTRIA PENSIONS SYSTEMS IN EUROPE 2

PAY@riven debt and | acking fiscal sustainability is a
Competitiveness i s a rel evant precondition for t he
Competitiveness det emwnirrke £ oinmdp dritoanrst fforramegresi on f i nan
and growth development s, inflation and the devel opmer
macroeconomic conditions in gener al . The relevance
regardl esanoifng heysgtieam. Al so, syosnemsndiedhfanancongeec
not exempt from the systemic imperative of competiti\
of the Netherlands shows that the high pirtevavemyee of
l ow interest rates ohtatsl elned¢ ks o Theameismdgt b was a gra
contributions while at the same time suspending the
political reforms are ushering ems. al br angiitiiom ftroor
demographic pfesancieng toke benefits i n PAYG systems,

dependent on the devel opment of macroeconomic conditi
are crucial for wage devédloppmeeant odnd hteh o nftorn btuht @ oche b
PAYGemsi on systems. There is high potential for a viec
on public pensions reduces competitiveness and thus i
devel opmemtn. bTehicd earl 'y seen in, Aiurst20d22 wh%®5 ebi Ifloiron nB
the budget weragesmpemtefon sol(dncluding pensions). At t}
EUR were spent on environment protecyiandaeldemaertgyy
education. Whideritehe dfatdxepercditteur e TFauddod ee@mt eldear | y
expenditure which wdwlrdn cteolmpedgipgp ovretnelsesngf the Austri
is a clear bias towammist hemiaswcing the past c

The productivity déwael o pmemt eisrsemalt taillc base for finan

which are already wunder demographic pressure. Her e
Pension I ndex (OPI) show thati ohylprrioddi sysnems, biars edh
i ntegr atteidnir mulotfi funded and PAYG systems, are more
chall enge.

Leading countries offset a negative relationship betw

due to funded pension schemes

Anal ywsiegshin the Overall P e nes iaofno rlenndeenxt i (oReld)- "ri enfsltd ctu tti
of f " bet ween <cost dampening and the maintenance of

correlation between future generosity.i Howkeesensaiaf
negative rel atiothaihn pb ibleittweeaand uadequacy is offset in
focus on funded pension spending. For the | eading pen

or Sweden no such negatniivseabd¢ @r r eTlhaetsieont hirse er eccoougnt r i
favourabvlukets in terms of both criteria, sustainabilit
eight countries, the analysis ofoftfh.e TChPel rkeesyulitnsd ifcraan
statistiicalsugmealsts that this 06 BAlUededupehnsi bheprelvesses
variation of countries in funded pension assets expl a
OPI scores.
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The medewum performance of penfsdaront Ha nabsi liist yal sfo fdwen
to fuffuinctkews of pension provision and income se«
2011 to 2021, the average real investment rate of

perform besto atckwramnalgysi s of thenOPRl theoli enlpoait dn
funded pensions for the provision of pension inco
showed a significantly better investment tpleefor mal
average real invest mdetd pensi oh pkaosniof Swvaden a
around 5 %, in the Netherlands even around 5. 7 %. Ef

particularly r dlegvwmn rpterffor maedcieu m

Assets i mefneseea@d dri ver for pnoadwvatiovhtwand

The expansion of funded pension components is als
Countries with more developed funded pension scher
innovatitve aefapabheir societyi sandcaecardmyt.i ohlséhi Pt ats
assets in funded pensions are compared to innovati
Scoreboard, the volume of venture cappiatlall ninmweagti e
Scoreboard. Net fangd dpemnshi ons system guarantee
sustainability of the public budgets and i mprove o

t hiemuch ndbddedt of capitalndovatinorst ment and i
Overall, the explamsinsn onfs fpuwmdnot es macroeconomi c ¢

The macroeconomic simulation analysis shows positi
extension of fTumaedu prelnysi®ofnsf.i nancalali navsessettnse nbto oasntc

consequencembhabpopulradour income and GDP. I n additioc
expand supply of financial funds for private equit
the economy. GDP and oesal denedsemenbmi asttloeke oifn |

pension funds and are significantly higher27t han wi
GDP per capita riisnes20bMorle dBér ,Eutrtbne hi gher economi
public mMinhesesciountries bgnabolt GDP4 itfo Ompl epment
l evel by 0. 6.

Pension systems are the result of specific histori

The design of pension systems -despanipeas talmigptoolfii cgyr a d u

reor ms. This is alspoolduéd ctad iamgt ietcwtnioam &l ,r estri ct
established, Pabsamantiall tTedorms produce winners &
bear in mind that once a syeotihem éfsf ecttabdfitsdrdc ont
fuachent al persistence and maintenance of iits insti
systems in Sweden, Denmar k or the Netherlands achi
key indicatoopewdof ht het ®P1I| st ndteox .t hlehide vies|l cppamenty o
pension components. The high 1 evel of the funded
understood from the historical context of parametr

Similaudtyritada A&r Getmany apttheened a public PAYG pensi
the 1950s. Back then, PAYG Mmianafrai mgofvapenoshnsendér a
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However, in contrast to the Bismarckianhc®AYGerparts
(AOW) scheme wasnedigsnal byiadessglstfelmat provi ding basi
benefits that were targeted at the mini mum wage. Enst
was not a function offtohael esdp r elme boncaaposmbar Wat econo
unne® put pressure on employers to ensure for addi ti

corporatist tradition of the Dutch welfare state, t h
agreement at indastrgamperingWhehi pukbki teBAYG CAOW) i n
system from the 1980s onwards, these | osses were cC.

provision. Already in the 1990s, the first PAYG tier
Net her | asmmdtshe whn ¢ va g oinn od mMed | vdaesl ysitnig t o a much great e
PAYG in Austria or Germany. Occupational pensions hayv
Net herl ands and they also have an i mpopéeasatomnd int
system. Soci al pyaer et nree r easnedn teamipilvoes are highly invol v
and organisation of pension funds at a sectoral l evel

Similarly to the Netherlands, a comprehensive nati one
secutrateggvery citizen h3wle deg nt leisg3 fbd .i sthreddusdtnri al i zati o
the Second World War required changes to the system,

|l abourers. I n 1959, the parliament ddhaaptiendc laadgan ar o
uni ver sal noant isounpapll epneennstierde | bayt eeda rPPAIYIGg s ensi ons. Al read
1970s it became clear that the system was not sustain
failed in the 1980s. oAn satsdleimt iboyn swfcitaHtesdpwwolrdat i ¢ g
have been fseleint i addhbrdeheatrade unions. After the 1991
right government was formed. Thi $bloapaegnoeiddoaBhycvei ndow of
i nvol viandge tihrei oonrs i n the rerfmmemtprpawes stthdrmet lgeovoppor
present themselves as protagonists and to represent

within the reform process. Their main demmd moats t o p
as an aboliti®dami Foariosnhappées and terms of the ol d s
strengthen the | egitimacy and public acceptance of th
first half of 1990s 8wetdaeh antieeednamdeteaptrefds ntshe whi ct
rethinking of the components of the pension system.

problems with financial <4dtealn Isittay,i | e duwyi waelceamrey oadnvd oluc
shortcomihregsoladf system provhdetil9®98eperasonsr é&borm: Th
the dependence between financi al performance and ecc
design of the earnings ceiling for the daldculhaeti on of
Swedi sh pension refohm ekpte98dweosts of demographic
pension reform converted the old universal nati onal

Under the given historical condiutbisa mypiaamtfameads i possi b
reforms 1N90sh, while comparable welfafiecgteadtesns aWwer e s
policy reforms. Key success f dpcrteosrssurvee uteo taocntt hlee one
financi al and econbmi bromandsiisanvobuemahsteomptl oyte@k ehol de

representatives.



AUSTRIA PENSIONS SYSTEMS IN EUROPE 5

| Menmatrtkke first initihialtatved $woppleamantngrsy schemes

early 1960s. I n contrast to the other Nordic count
(4t tier) system, thei Ppnadshasehsiyat eans dé& was t he
opposed aearlmitregls systems because they would perpet
mar ket by providing pension benef iitddaeeqduihsiad heenrt t
i ncome (grouptso addwanptteldei r preference for maintena
suppl ement ary occupational benefits, |l eading t o

pensi ons. In the 1980s the odii scwustsémnwad ttrhieg ghearne
i nequbadtiieyen t he basic pension receivers and those
schemes. One reason for this inequality was the ec
interest rates. oWhihlee dddrfterriemmut ikd msgd stoof sshpepmlesmevet
t akkeducti bl e, interest on these savings was not t
Dani sh pensions reform wasianmedepcocbmpeti gi veneasas:H
of paymbertgpvernment want edttidiiviemresswse otfhd heomani ¢

policies of wage moderation. The pressure from se\
Dani sh Metal worker s, l ed to decentralsizd@8thienchfanga
made it possd bt e detr agi®eaments on pensions cover
creating selective incentives for joining trade un
by corporati st boar ds wi t h eyeeas|! arnedpremeind we i ®n
agreementesd dther substanti al increase in the covera
Funded occupational pensions achieved a high | evel

the 1990s. They play mark'mpoovenal ropensinchmesiyst e
provision of adequate replacement rates to pensi or
suppl ement-apgcbsfectoonoccupati onal schemes. Since the
coverage of thhaess ei nsccrheecanseesd dr ast moat |l yni makismad .t hei

Lessons must be |l earned from the historical pathwa

I n Sweden,armtthmenaNe&t her | ands, which are the | eading

anal ysi s, fundbedpensupasi mave a high | evel of acoc
participation in these countries varies hmgttween 9
pepul ation. Embetdded doweraalmMulpgeéension system with f
fundedupati onal pensions ensure relevant functi on:
Net herl ands, for example, pensionGfoaoamponeptjciheéey
called AOW franchise, when calculaonhngatent®©Onbubdf o
first | essons | earned from historical devel opment s
l evel of acceptancesa&ndeoluegirti iemacdyo eisn ntoh arise i
institutional desi gn tohfe tdhees iogvne roafl |t hsey spgwebm iacn dPAY C
exampl e, the function of mai ntaining the standar
occupationawhipleenstilbpedmspubl i c PAYG sysrtaetmes bpernoevfiidtes .o
contrast t®ismasckiantbhgstems the function of ma i
directly fulfilled by the public PAYG systems.
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The "extended" fumandéloinan i RAY ® fs ytshtee s sciiam e frfi ggter a
with adverse constegmesngetaifmabillointgy. |l tfplmdas tilkbal pot et
cofer current governments if cert-haseflupcoieabi oni ect
Il iving standar d& barl aosdhaeaho u hleegpudod i ¢ PAYG system and s
occupational pensionstand fandedecdwpbetabuihatup. For
the coverage of occupationdl ppessibossaaedsassét sompar

in Austria. Therefore, impavmehtsni hbocbhéeréebusiong B8/
pension capital must be accumulated to finance funded
The political aspempocbahtd bt ehencmpreal build up in
creates the impresbBuodemfbayomddtiheé oonahtri butions to
Here too, the |l essons from historical pat hways of t
broadenusgomnahd expansion of funded pensions part.
dampening pel ipaibés ci PAYG systems. As a resul t, as in
a systemic transition was pursued, giviommoneretd mpress
rather than the abolition of existing systems or an a
Ahi h | evel of acceptance and -gdargdmetmaicey f eofro rsnusbh sitsan

g
l'i kely to be achieved if the danprhlee scioomv eoffed .ntFaigremes s
be conveyed across different agetgirmupsehamtds tdre ifmpma
a
e
t

di sadvantaged should be avoided as far a i pessi bl e.

gener at ioolnhes fgiirfettt.i ogne n@efr pensi oners received benef it
contributions. The dgfenrediantg ofndrs tghd tf iwmass shifted to f
it is the generation that, in addition toldonancing
has to build up the capital stock for itsoowhi $§unded
first generation.

The i mplementation of reforms can be more easily argu
to act. This was ftore exasmp lien SSwedére, context of the fi
Here, the per-tcrenptsiuosnt acifnaboinlgity deficiencies was accol
shortages. I n the context of maintaining cempetitiven
to act was also present in Denmark during the | ate
Net hands. I n t he Net herl-anident ead cpoonipiectyi ti e gmletsead i
Wassenaar accord of the soci al partnamd.i Aderatdiyonn t
of the minimum wage, that serves as a dacaglpgl ddbr publ
from the development of real wages.

The broad involvement of soci al partners and interes
processes. tAitmd het m@amenvol vement of interest groups a
can supportanbe awndepegitimization of reforms, especi
pensions, once an agreement has been readhedall n the

funded pensions were set up precisely because of pr
Neg herl ands, soci al partners are directly-wideolved in
funds. I n Denmark, the funds eshwbdtosmedat instt hteo &r9dD
equal representation from employees and employers.
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1.l ntroducti on

Wheononsidering pension systems, a fundament al di st
systems and t hose-abjogeod (PAYGhe mpanhod, emsdeveilneds
contributionbeamred i tefsiyrsd ke ms. Pension provtiteg on ca
framework of a public system, or it can be carri
popul ation, either in a compulsory or voluntary wa
Demogr aplkinds and the need to consolidate public b
spending dynpmblcisc pension expenditure. According

Commi s €Iy 2@ ) talge dlependemayr it dotei mumbemgedf 6per sor
years and more to the number of persons a9etdo 20 t

59 infae7O@he European. Uhhionn raess wl twshoilme a strong i
related spemdofngEHd e opre @204 GDP bien w2ebh9 2%o an@202Z0,
depending oceadtcleemmaanal.y The | ar gestcoenlceemenrst pcefn sti hoinss

vari es Bet8w&emd percentage points of GDP depending ¢
economiexpeviilénce aambowmtcrkatse dDfpercentage points
i mpl empanhedon refor msbérafdithgr dtoi d ower

FigawawTet al assets in funded and private pensi ¢

Total assets in funded and private pension plans (2021)

as a percentage of GDP
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Funded f oramgse ofr oowlidsi on c uttrhentsltyat eoapgél d par o voifs i colnd
some European countries. Thressieonc opnrsa vsits iootni e@dcsc utphaet i
ol-alge provision and individubtlemNerwsirdrh ep ressasé 15 iacn ca.
i kFi gdrethere is substanti al heterogeneity oliet ween
savings in the funded pensions schemes. BAY®n that
system is increasihdevauleoptmenagmmifnda dl arogipmte nt
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contributbibhgo the dynami casndoofmppewnksliaiccer gearss ilgn sbenef it

ratios in order to guarantee theeamdequacy and generos
On the other hand, funded pension systems also contr.i
as the <collected funds are invédstperdodiuct dj f fagdemti ngl

companies to raise funds Fioglds hows ttmeentdi trr ii hntoivan i @
according to classes Tihre tefd e©OEGD omo urhter ieecsoonomy deper

assets aed, awhbcht in n utrme dreppewmldast cory el ements in ea
instance, some countries allow more rislkhyaabkocati on:
part ofiadsdewetnasted to equities, which omi anguteaeemesontrtr

Fi g@rAé |l ocati on of assets in funded and private pe

Allocation of assets in funded and private pension plans

2021

B Equities Bills and bonds Cash and deposits [l Collective Investment Schemes Other

100 1
80
60

40

20

Poland
Lithuania
Estonia
Belgium
Australia
Finland

New Zealand
Chile

Iceland
Latvia
Colombia
Norway
Canada
United States
Austria
Spain
Switzerland
Netherlands
Hungary
Luxembourg
United Kingdom
Denmark
Italy

Ireland

Israel

Mexico
Greece
Trkiye
Portugal
Costa Rica
Sweden
France
Japan
Germany
Slovenia
Slovak Republic
Korea

Czech Republic

Source: OECD « Created with Datawrapper EC ﬁanstmIRlA

WIRTSCHAFTSFORSCHUNG

Il nvest ment from assets coafsefrwred eads merfdinams i angs estouur ce f
and businesghdgnamimighs. expiasnwiwhh mobubumadses@étpensi on
schemes perform better in innovation rankings such a
(SectR2obhp. 6

The following repioohé¢ ficllsewur@Rupledeswadeceiwoon t he

gener al structure and archiTlretas e mtfi gple ntsé roms so/fs t reans
pension systems are defined and tthlerteleesi anoeled meanmtes
showhhe str uctcuruensreycitfthiec chapters | argel-yi ol |l ows t

model , providedt Ibeylr a&shsei fOEcCaDt.i on systems from the Worl
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counstpeyci fic sources that differ fr onf hteh ead@&Q@D ast r |
of t-thieer3 OECD model is that this structure is appl

Secti2on3®. pIFovide a detailedsiosighst énmdrdoeftsh dlepc ou
compari sofAusgfZolilipCzech Refebimah.yDenmdzx k6 1(RalFy
Lat 2i.8 Net hgz . ) nRdosi2antdBwed &n 1%l ovak R2pludntlce

Uni ted K@n{@®@asn ¢ institutional oen esmesnttesmso farpeu bdries
fiscal sustainability risks resulting from the ag
devel opmendpeonfsifounndpel ans i s outlined.

The design of pension systems is alsos.a Ar @exaultti cafl
institutional structure often exhibits a high degr

for the coundhagptsetrusdi 2.s3 itho 2. 13, thdeddesitbeg fodr
Sweden, Denmar k an8edohie.)Nee¢ er dlrepaddsthodigt r i es accor di |

to lthdtseror eboard analysis of pension system quality
indexi OBl @t itcth.sl 6 Al | three countries have highly
componenttsegasl i molfe meme isr overall pension systems.
describes the hist@prmithavlayandthast ihtawtei dreadl t o a s
provision in theshe thhrsaeordacwrdt roivees.vi ew ipm ecredleers t |
to take account for the fact that the institution
hi stlordevwel opments and policy pathways.

Sect?2otble4vel ops -mbataboed scoreboard assessment of

pension .sylshem@verall (OPdaecmpmi dendexel evant guality
evaltu on of pend3hencswelreecmerved from t her eactahdet mi ¢ |
indegmprissas rel evant di mensi ons: adequacy, sust ai
robustanneds smar ket cTalpda t'"all e diitng™ . aad frterdi eosn tahlhee ibdaesn
quantitative analysis of various quality <criteria
Sweden, Denmar k andThteh er eNseutlhtesr | mfndshe OPI I ndex p
assessing the strengt hesnsinadn weyXinemsoeaiant atfihetsh eu npd e r
The resul tscoudnttrhye amralswsses based on the OPI I ndex
|l earned from the OPI scoreboard assessment" in sec

| Becti,bhe3study anal ysietsi vdeepod enegn wmifl o puwsyet ems on
finances and other economic output variables based
model-PEMA. By using a CGE modader wecenxami aei mphactths
policy sacemsiriog, theenntesdepeddfferent sectors of
fact t hearseavriemigmvested to stimulate e.g., i nnovat
pension systéemsi gphbsi deto the potentiakopomytive
includéagsdwnicmgs, higher investment |l evels,- and i n¢
term ecomowmi lc.

Overall, t his ressaaracdmpprreoh eencsti vper oavri alleymp & c tosf afh e
ageing popul at inocness ,o npmpdudthliecalf i manef fus defd prplse ma
syst.ems
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2.Pension systems in selected European
21, I ntroduction and definitions

Fi g@rménr-eeeerrchi t ect ur e nocfo nree tsiyrset neemmst

Residence-based basic

Targeted

First tier (mandatory) Public

Contribution-based

basic

Minimum

Defined benefit

Points

Notional defined
contribution

Funded defined

Second tier (mandatory,
earnings-related)

contribution

Retirement-income

Defined benefit

Funded defined
contribution

Defined benefit

Third tier (voluntary, Private

earnings-related)

Funded defined
contribution

Source: OECD

Acacai ng ctloastshefi cati on systematersipamyvs yWetde rhsy itrh eE UrEC

generally consist of three tiers (or pillars). The f
| eveof social protection in a@alré age edrd afndr iwmhithkr gad
retirement i ncome. Such schemes often target an abs
retirement. Ma i ced tad reyd ecarmpiomgesnt so (smeoihld ¢ o mrs ) mpteil pn
and thus living standafredsanbde trweeteintr ewroernkti.ngfFi nal ly, the

voluntary private pensions.
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The first tier comprises of benefits that naorte a pa

depend on palsTthisartniemgsc.canobé hckasciaftiegadr i ast: bas
targeted pensions, and minimum pensions. Basic pen
on residency or a benefit thadontsriavat ¢ dbdwr iomd yt h e
The benefit | raveed d mary tvleg ydur ati on of residency
contribution, while it remains unaffected by the e
targeted planseriaisubegsctiemnoyccriteria. I|Tahnes viasl ue
dependent on income from other sources and may al
pensioners with | ower previous earnings receive hi
ear niMignsi.mum pensions may r ef ear sepietchiefri ct oc othhter i rbiurtio
or to all schemes combined. I'n most countries, t
pensions and does notMithesntumf prenct hers iendc dhme. speci f
of l'ifetime entit laesnee nitf, twhhei ccho nmaryi biuntciroen peri od' s

thresholds or are calculated based on minimum pe
entitlememimeofs baweeaon a higher | evel of earnings

The secofd tthieerpemsi on s potpbub|dansansd sp roifeviaattee de ar n
retiremefdPubhicormsEeecronpdensi ons can be delfdswidffibeed i nt
(DB) , point system, notiona, ared i mand atoaptuybil (b pert)ii want
funded defined caontAr idedt ned OEDEf¥ it plan is a type
empl oyer/ sponsor promises a speccti ftomlipiemat ioon ptalyenr
retirement t hat depends on amtdémmlfo yseeer'vsi ceea r nainndg sa

than directly on individual invest ment returns. St
and are typicallysiefapspygd (PAYMG) thestcéms The seco
poi nt system. Womr kpaoisntesarma sppeechsom t heir earnings.
pension points is multiplied by a pension point va

Thithere are notional defined contribut iaospo-§ NDC) s
go schemes with individual accounts that apply a n
mi mi cking funded defined contributiomal FDCh phans
bal ances exist only on the booketibfembet adimhei ateu

not i oam@mitsalkonverted into a monthly annuity using a
1The classification | argely follows the sources proeinded kydOEC
i ncoerneel ated pensions dFftei eassiAgxmced dtiimmgt h® 2 his understanding,

stnadardi o§g t hvoughoegenvattebherefits i 8taedepensngneri Theienufoe
by the World Bank and al so psapretcsi fafc tshhairmatsi adrndlf eand roumb jt édts
sour ceses adfl Reywp&ms, regardl ess of whertahteer btahseiyc obnel-nye fpartosvd odre ifnc
systems, are inckcpeéedl Bm.t®eher sources, in turn, assign all f
théttiler,|l eegab@r mhef financing. There may be some inconsistenc

that the different sources and cl asAlitfeircnaattii ovre moicHiesn s ii aamd | noont
by t he Waarnldd bBayrelpecbtuir ces eacei bed2id. $§ection

2This meamunttrmatily to the World Bank cl| ageilfaiteat ipem, i bonts amley cd
as second tier.
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most i mportant asp&®C shatedissfroguioshes PAYG systems
points Ssystems) i sdetnhoegr apbi ct had kBocoOhomic changes
i mmedi atel y. I f the economy grows at a sl ower rate, t
expectancypudfattilopem pmcreases, it implicitly decreases
NDC, tdhé&eot haesy o-gpoaysyst ems, is financed by <contribut
generation of workers and is thereforeastiiyl| foededl y
defined contribution (FDC) plans @€becmantdatesy fortha
schemes, contributions are made to an individual acco
investment returns i s ongthdlyl y emor wenr tagd rientia eanemt . I
types -afyogay systems tdanmgubhe hdds among public and man:q
secotnider schemes, with the NDC system being more sus

popul ation agitmgand hkB s$yhWet @ems n Finally, the public a
systems ar e ‘\iackwral oinnversdtiment account s.

Sec otnide r schemes have different tlypracotfers chemes. dRBP e

schemes typically have a snsoemi na$ acpruaglentrage, ofex p
pensionable earnings, atiwdiceh benedadheynearn | @fmemnd\se rb:
the contribution rate, the higher the accrual rate tt
systems, t heen egfeénsiiosn ebqu al to the number of points a
multipliednbyvabaedope mMeBCapply an annuity divisor to c¢
capital in the individual account into aemesBthly pens
do the same with notional actTheuhamedakapstmnal OE&€De
i mportant parameter of DB systems. It i s expressed a
earnings. In some countries, ,thdsiégn actchreurad trhadye sv arry
earningosr aears of service. Higghetr aiccroal that 3 nai
sustainability of the system and are only possible wi
high |l evels of t axatoin@n ionpof abbpt. pa-hamstesrysbems,ecor
applicable to DB, p,oiing atr ménndg ND@eiagsest,erhhe basis for ¢
earnire¢gated pensions. Mo s t countries use full career
final yea&r g eiéefrement or best years of earnings. The
t oe bhigher than other years) is typically associated
applyalaorirzatieono past earnings to"ltiakiengacgstoamd arodfs "
bet ween the time pension rightsmade dber medtamco mmboe | ty
used rate is the growth in average earnings. I n some
for price inflation, vahgiec hg rmoevd hs itnh aetx crecsmsi noafl iwnf | at
reduction in replacement rates.

A countt erqgpaval ori zation i n DC stcthe merst dabmglthi eNdDtCeoand F

contributions paid. It is based on fibhapnobbali maekestr
rates in NDC schemes. For public ND€Cosmhemesfi amancmpb
returns. This is wusually done using GDP growth or wa
perf or mance.t hlen caodhdirtiibdouneihen preatcent age of income paid
system, is also important.
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Anot her ciomadepat wsnch refers to the growth of cur

commonly, current pensions are indexed to prices,

to nominal wage growth or to a mix of price and wa
Finally, modt acecemntdiings osnet he earnings used to cal
as a multiple of average wages. I n most OECD coun
exept in |Israel and Switzerl and.

All those el ements oeff ftehcet rsuyasitaecenatdee,f i ng t he r ate ¢
benef it entitlements are DbRoirl tt feorDB asxys tyeemari tofi sc
nomi nal acorualctrealt d or the effects applying to pen
schemes the e&afechteedapends on contribution rate:
factors. For the European OECD countr i eess,t @of.fleBct i v

in Lithuania an%i n hfeu shtirgihBeisf¢t d)olenp/a2r e

Fi gdiEd f ecti ve accr uadarregre avheeraa ofefol eeafrf elakr ni ngs)

2.0

Italy
Poland
Estonia

g £
= @
&
<

Portugal
Luxembourg
Hungary
France’
Greece*
Slovak Republic
Sweden*
Finland
Iceland
Slovenia
Norway*
Switzerland*
Latvia
Belgium
Denmark
Germany
Czech Republic
Netherlands
United Kingdom
Lithuania

*combined rate from all elements of the second tier; ** Ireland does not have a mandatory

second tier.

Source: OECD + Created with Datawrapper EC f‘SHﬂRRM
Ot her i mportant characteristics of pension systems
replacemeanidemea feist. (Mdpdi e ment rate is defined as t
entitlement -devidethebty @aeni ngs. I't thus measures
income |l evels can be replaced in retirement. On th
rat itovelteen t he average (public) pension benefit and
whol e.

2.1.3. Third tier

The third tier consists of individuadf fpienisda mtn kplroodl
savings account. These sampiE onyvad ch |l ayn di serdp Ilboyy eaéhs i n s
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a collectsecbemearrbaublmecomi ng more i mposuanhtiaathi popyl a
problems of the first tier and the unfunded second ti
be pur clwans eidh mferm t companies, i nsurance cotmpemies or
products are generally funded (in most countries it |

and follow a simitlear I ogideid.tephresyd cooahrd , bde aodr geainti z e
defined benefit or defined contribution schemes. Ther
encourage savinge.idhtbaghhstadupsel deés or guarantees.

Whil e sheutitere ctortlksepdingdtsinction between mandatory
it makes sense to distinguish between funded and unf

similar patterns irrespecti vmeandfattohegm dempugti maddat or
systemsreky pvoluntary. From this perspective it i s
bet ween how particularFpygane are organized (see
Ifunded pl ans, members earn rights or accumul ate as:
contributions or their employer's contributions durin
sepadfatre@m t he plan sponsors. Meimabl e rrsi ghhatv eo ra oltehgear| coorn:
entitl ement to these assetmns.i oRurddedsyehincsluesaniceclcwode
ot her Ppelnasniso.n affendypi cally managed by trusts, pension
similar entities and represent a pool of segregated
Pension i msumpamaeendeud abnyce companies. When pension ins
usefdor retirement savings, individuals or employers |
Il nsurance companies manage the assets from these pre
t hose f rootnihetrheiinfrsurance activities.re@tireermemrt o dsuacvti sn gtsy
products offered by banks or investment companies. I r
purchase retirement savings products ocfofnepragnd easnd man a
such as individual reti Uameéetd S¢t¢aodensts (I RAs) in the

Aufrther distinctionocanph tanogaedres opneatl we e gpes. Empl oyer
from the public or private sector) may.sdtn wspcfhunded

—~

(o]

ases, the plansoacepavtWeadenddviadual s choose and se

—

hemselves with a dedicaeedopabvider, the plans are

Finally, where the employer is responsi blce pfamrt sguar an
ch occupational pdamnisnadfebe ef BB )Tkl bhesnaed it promi se
be a pension calculated on ¢ehgabpbasiys beEngehepnphl spavan

s u

i nvest ment return. I'n theffeormar towasae, ttrladipgli amal a D8
the | attbeycase referred to as hyterigdn, DiBn spulraannsc.e | f
company) provides a guarante®Cpndhtee.ptiCGtdhse rawies ec,onsfi denre

is no (fnked) ¢gbeDQulnpmroteercd ed
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Fi gbrfreatures of pension plans

Occupational

Pension funds

Personal

Occupational

Pension insurance
contracts

Occupational

Funded

Occupational DC

Personal

Pension plan

Budget

Source: OECD 2022.

A final el emMamtdedf pgquasbn plans iis the book res
employers' book reserved farrcem ntohte |eengpall dyye rsse.g rAesg aat er
accrued pension rights may be atolrverkcy.n Sohnee ecvoeunnt
withis toxmpapafti ondlavepe esitamd i shed insolvency guar
countries encequiage employers to take out credit i

Funded pensions canntbet axwbjegitmdo. diadxeatrieon of suc
often in three situations:

T at the stage of paymerittypfichesdgramécempr edmi mnms

the tax base for personal income tax, and the |
tchet empl oyee's i ncome,
T the generation of intbomel bytpeno®inom hteusds pl use

wi t h -raatfed aitncome t ax,

T benefit pmagysntendo kst en taxed on a generadumasi s
capital gains tax.
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For eacht el emeafiTodbre etxdeompdti ch all ows to classify the
in atkway cotnhbei neelsement wité@. t heEEEacamatEBR., e

The classtfucaturenin t hlioswsti@BO®I lt rtdieerr g esltyrlufcd tulr ees e

sources, all foombenfedgamidad e &t-ri eolnaatl e de agr ean snigssns a
assigneddtioent 4Beeé@pendi ng on the mandat.orAc martdiirreg of p
to this wunderstanding, the function of mai-ntaining t

orieme¢ edif Sctesf | mri intger Md%oine fiopmwéer esds er pensions only prc
forrfataet basic pensi otnsfr ecameo IpddVlegdfypnewviean of mainten

of living standard can either be based on PAYG system
or on fuofdeenaomdcupati onal pension schemes as in the
Dependent on the paructular ohatihonal pension scheme,

specific chagbtfdeataor fr omlheé ec &R iw tircu cctl uarses.i f i c a't
systsefmor TAaunsdt railas o f bous WGalrlmand/i stingui sh between 3 pil

syst@&mguw). €or exampl e, the Austrian Association of p
("Vorsorgeverband"™ or Fagnhdv eYdrasar gkeekra s Rers ¥ iogmnsssi gns
provision under the public and statwtory PAYG pensi on

Fig6erCé assi fication by the Austrian Vosorgeverba

The classic form of ASVQAuepdkehas hf apénsinades t he first
pension system, as do ci vil servant pensions, widows'
pension scheme wasfsiectomadpdidd aaanmtf pe heicddmd $ c hame
contrast topdrmei snatwdorgreated as a privdthely organi
third pillar includes individual savings plans, such
"pr@amienbeguymfst s a8 ukhe third pillar alfoo mahmcl udes
forms of retirfeorne nitn spraonvcies icoommmiomgapkesr sokhabpti ons and
sharceapj t ailnc ome f r oTmh e r eGetri magn. y Pensi(ddire utlsncshuer ance

Rentenveréjpokhkedesga rather similar tangepensian mod
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systielmre, the statutory pension prov-calbadistahbtac
provi(dfit andar d optrhoevicsoinpppany pension prowdi sindmvtidual :
private pr dRiisoplanése agtt hi Tde psetand and third pil
mandatory (legally binding for all employees) and

The country speci fifWorcloa gxeivieim dalktnidgoan s ofPleywtt lsec h e
Rent enver 8iimch@agmuunegnuyn sauri t abl e for the international
this Bwadyeasons &ifiestel eeansion system designs val

countries NonhsalUéer oed.st lceasne bsey sitnetnetgh rgpdied d airn tmm dteth e i
pathel to the Austrfeaooond!| BGertmae stystemure in the :
any information aboage tsheec druintcyt itomat odr e I fduorf i | | ed
exampl e, t he Netl teor | @edmmanysiianj | dmst a public stat
componfema Dutch PAYG scheme does however not comp
rel at efimesBut ch PAYG compondiny p édanagls " b o s"miafulcrkd taino n h
of securing the staW@Gasdysboémsi vinGean@amhera®dl A u stt
availability of occupational funded pensions in th
funded pensions in theotuhi rtchepislclogpre saanyd mmatntdiat @ r &
fundedi panfThlemsiegree of integration into an overal
I n the Netherlands and Denmark, occupational funde
i n most cgorl €l eemetntvse aat T hmawgegh riyotl elvegdg alolby i gian diryg t

systems reach a high coverwgekiohg mpo @uhledytai@s® 0 % o f

mandaaodyprovide for the maintenance of living sta
Ger maByen i f occupationaldegerm®ironisn asroemeprcoovl | ect i
comparable coverage | evels are far firmmi beiregpacth]
although occupational and individual pensions are
and third milblacombmncedawi th standard pensions, tr

and (ymasdatory integrattecdradtmpepradhionf istylsa esni. gni f
di fference to the Netherlands or Denmargenbsleoasat |
represents an integrated and mandatory system comp

Figdattempts to intthrpmeld atrh emoAduesit riinatno t he OECD cl
The public pension system fcttillte .tfaikresst opni |tl e ff wr c
mi ni mum s eéawriict  ncfome i s ectahlefAaido g Ime iodbh Athiel mg es a me

ti me, eraglndatnggds benefits are provided for Henr et,he PA°
consistent withmithenQECDhedéfancpeaonsonm are ffwlrfm lol
PAYG penBhenpensions of the second occuplatid@nal pi
pillar, depending on whether the organizdtni drheof o
coll ective agr eBimeanltl yr,leag3urldanpgiiownisd u al pensions are

of the OECD system.

]l nformation i sWal/siifbmbhdfectieaRehee Meerd)inkher ung.


https://www.deutsche-rentenversicherung.de/DRV/DE/Rente/Moeglichkeiten-der-Altersvorsorge/Drei-Saeulen-der-AV/DS-Die-drei-Saeulen-der-Altersvorsorge.html
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Figunetegrati on tolfrpdidirdoadkeuls tirri taot h rtedee@E QD d e |

Three pillarmodel( AVor sor gev

— Second Pillar

Occupation.
funded

pension (e.g.

Betriebliche
Alters-

In coentta the OECD three tier mogdell ahemiWdel di Bankda

classify the structure Axfcoodemaglly, peéhei anuthpssemds. t|

(Hol zmann & Hinz in World Bank, 2008) distinguish bet

3]
S
o]
(8}
c
P
c
@
S
9]
=
=
3]
x

vorsorge

Pensions-
kasse) Third Pillar
Individual
voluntary
funded plan

T nonontoifipbeto opill ar

1 mand@tiosy, pillar

T a mandfteeaowyndo,pil |l ar

T a vol dginhtiarrdyapd! | ar

T a nbinnaffoiualtb. pill ar

The -nontrifbedparlyy ar i s consistent with the first pilla

of t Hilsarpiis to prevenBe mefvietrd yarien ior dle paegned.e nt from
participation. The zero -agélianmncemevaidatae Blawnsmli mMuat ol |

ensures that people with | ow | isfiet ipmméodiend ammeos daraeg ep |
Exampl es-cfooot rndbmt ory zer o fiulsigdrei bdaisne UA uasgterairae otrhet he
public basic pension in the Netherlands.

Thmandaffdary bi piflilmammad ibbyut i ons | i nked s vwirtyh ng dec
the objective of repl aci aAgets omanem® henacsocnedmed si f et | me
typically PAYBasiesd @amdat hus are, in particular, subj e
ri sBRenefits arel ataernhe falgedc t thentlreiviedt ioofns of the 1ins

example are standard pension benefits within the fral
Austria or Germany.
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Ma n d a fsoercyo n dosgihlelme&rs ar e typindalvliiyYumds ssh.voBhgsi lalcamo u
compriwedeaset of design options including active
choice parameters f orandeliencvteisntgmeinn v ensat nnaegnetrss , and
withdraw®utplame@l y, the seconodf piinldiavrindiauhatllduyll eassdsaildgl
pl ans, depending on whetherlnt heiystara madda&Steomanygr
actually no such flor mBolremd, remplboyydesv.are aut omat
an individual FDC Tharkseibdonr rosfc htelmee PP KRisadh@wrei ¢c z e

programy kgpni ttehpowWet herl ands, the occupational fun
for in most collective agreemmossts depsedyngoonesd
mandategnadpi | ahemddi s al so applies t o t he Dan
(Mr bejdsmar kedet o whiilclhPg ssp emasnidaart ory .for empl oyed p

Fig@8netegration of the World Bank fimoedepi |l |l ar model
(=
i)
IS
Q
‘D
0
oo
o
29
(=
]
m
i)
S
=
Vol unft &i ylbs@hemes correspond to all forms of indiv

they are voluntaryTheny cnaont tneakned adiofrfyer ent forms,

savings for retirement ®&meragssm if or toldé safadiotmptany tl ke
they may be employer sponsored orl nc Amsltatial,y biorn di
occupational pension plans provided by "tBrerteaad ebske
pi Imoadrel ) anal imldd ws dwi tohrikn otfh €' pfrreamieewn beg¢nsti gt e Z
(third pillar) correspond toThbdisamelapplirgsthorac
pensions i n Ger many, depending on whether they é
agreement s, avso l wenltlar gs i ndi v-adealprboer meind sStwadrnd as
contracts.
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A

n-bnhnaffoiualt bwhoiidH airncl udes acce,ssictho aisnffammaly swpmpon

omt her formal €¢é6or alk xpmpalreca hostad rtomn gcarraemapirda ch e r
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i n
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di vidual fihamanali alands sneotns (such iamaxomemd r omner st
rtgagdssimBmodmg of pension provision in this fourth
t he pensi oo wrytsrtiears | mout higcher d dubbalho pi Il Il ar is there
the following 11 country studies.

ment ih@necd ,a stssitfriwccatturoen in this trh®kE€CDt t-thaepel y f ol
rucHouweev er , t he count rays esdt uodni ersa tairaem iaptahrstal sys ches , a
fferentl nsttrhuec tiunrteeer est of standardisation, componen
CD model are conceft @gaankdl yt hdoessec rtihbaetd raesf er t o t he Wor
e nanieidl daasr s

The pol it ipesnsdfonputlelfiodr ms

e following section describes the design and insti:
Europeanl topmeparati on for the country studies, it
nsionssiysteimeir hi stTohrei cdaels idgenv eolfo ppreenrsti.on syst ems i s
gradual parAmganrticculedrorimssti tuti onal structure tt
gree of institutiTmiad ipattduaepeoddascyp.t utainadnaedc,onom
strsi@itdena system is establ i-mdrealmetsryisct"e mad fi @r masn dwo
oduce winnetlns asdilmpesetant to bear in mind that on
stitutiinoneaflf elcotcsk odtanf codéamebualk pertxsinmatnerecefand sm
stituti oawevyerntuteéds. following section describes
ajectories for Sweden, Denmark and the Netherlands.
t he Ovemrallddeée»x nasrnd i n dshsemercto rieth.odaé @At iB@Ess e

ree countries achieve good results in terms of bot
her countorfifesanad tar andeegat i e adegebayi amdbeuwé ai nabi
obs&uedda conflict of ovbijdeecntti vfeosr itsh opsaer tci ocuun tarril eys
rong focus on PA¥Grecmpamsemtfsthe OPI scoreboard ass
e i nteractiotn foifnatntte ndi fsfyesrt ems and the instituti
mponents and fuindeal majmpronacvyant age of these three
troducti on

e hi storical origin of publ i c pension schemes i s
denditmag more recent reforms in selected countries,
st ems. Bi smarck countries are thosceciianl whalcihcy twvheaes
unded on the social insurance princingl eriwhic¢cly oDesu
verty prevention. The opposite is the case for the
iversal, takiowanceadtp&ebsi bansystem was established,
guaranteeing a minimumflkmdllowuwhiwdih horue a@anrexpl i cit
e previous standard of l'iving upon the end of t he
rtiostaraAand Ger many, while Sweden, Denmark and t|

BeveridgdHowevet ri @as. expl ai ned by Hinrichs (2000)
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undergone severahrrefctbumdsi €§be among those Sweden
Sweden in 1959) established a secwhagdegp,ubldnfcumpddd a
easptr iinnci pl e), yiredIldetde ch ns lepplind mgrst ary pension and

—_ o~

rovi siagrys nign degrees. As these complementary pensi
el evance of the '"basic pensionol uptiel Itaerr ndse.c [linn eedf fi
our countries thus metamorphosed iOmt d hki omareack hao

~ = = O

he | atecomer s, including t he Net herl ands and
ompl ement asys poenmisyi hde#i Os .t hlerese countries the second
nd pri viagatger,otbeuctt t he empl oystersatwehgi eosr i cefntr ethierieme

~ Q O

oward thospulbleinelfy tsegul ated and controll ed. I n t
gener al i seatsieocno nodf ptihl [ ar was predominantly the res:i

Sweden

By thd4d9mi0Dd a compateihoennasli viecenmnsi on system t hat guar ¢
citizen had been established in Sweden but i ndust
required changes to the system, to account for the
and thegmafkithe supplementary pension scheme was
socialist parties advoratedsehetemerppropnme vEesttef Pe

voluntary occupational pensions proposte®dempctrila¢i Co
Party (SAP) insisted on a <ampusilchemye, I|leagil9I5®dt e d ha
accepted the SAP moderloud aunii merl uale dn at igemal pensi c

by earrneilnagtsed pensi ons ( ATR) ptemasti oghu Arad nteee B 0a yfewnr
based on the earnings of the 15 best years (the 1
repl acewmeelntvMersgper cent of previous incom& é6Kangas ¢
was kept inmahe.public do

By the | ate 1970s it became clear that the 15/ 30
compared to the contri bauttdiomab ialnidt t hef etcltoen oany <t esm
|l eaders of the wunions, thédapoltihtti AP pysesbkEemwwasi
fwin over théabdumnbebisien or reform would constit
valuesl9@QAftgener al el ectgbnh gomewnmentrwas f or med
Moder at es, Ltirbeer Bast y Camk mbhbheatCh).i sThis opened a
opportuii awefoo dod Kasmmgas et al , 2010) . Furotntserimmor e,
the reform process, the government gave it ethe opp
basic values and representing them within the refo
the reform as a reformati emvand patpadved.itiConci d
concepts and terms of the old system were used.

Th

e reformoc &ahbhel iodhde uni ver sal nati onal pension ani
pension tested against Fotgh9pre Begoetmeed theasy&n e m(
o}

I

fr
ru

m one of defined benefits to one of defeiamed cor
e. Fourth, it created a shift toward flelxible a
changes in t-asgyopobleiynst pahye commi ttee proposed that
individu@al | iwfoetkieme earnings should be set -aside al
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funded pension scheme using i ndilvmed u2a0l0 3a c cAonudnetrss o(nA nadne
| mmergut 2007) .

Fi g9r ePensions in Sweden before and after the 1990s
SWEDEN BEFORE REFORMS 10 SWEDEN AFTER REFORM
10, , ‘ | PENsiON  [=INDIVIDUAL
9/ PENSION NhPﬂs.ﬂeans-wsted. 94 |2 LMP
1 ) LuE 8 o GUARANTEE PENSION
8 N . ] |2 EMPLOYMENT-RELATED [~
71 1 | PENSION A
61 6. —
5! 5]
B 44
3 3
2 2
1 1
0
1 2 3 4 5 & 7 8 a9 0

PREVIOUS INCOME

PREVIOUS INCOME

Note: The vertical axis pertains to the hypotheticadviaanosunt of pen
earnings. NPhaaéblsliaeaskrates the universal par®&NPomeaasdredalrspensi on,
to that part of national pensi ondMBast I|daebpoeunrd smaornk eott hceorn t(rpaecntsu aoln )p d
AT8H s |l egislateckcl anmpodgPmenrstint ecdi penhhieomepl acement of the old NP i
d ndi widuard abbreviation for individual pensions.

Source: Kangas et al (2010)

Denmar k

I'n Denmark the firstreildaitscuppli ementfary eacmbhmgs were t
early 1960s. I n contrast to the other Nowr gite countri
system where benefits were related to the number of
opposing any k+ edt eodf secahrenmiensgy whi ch Iwaohndad k @tr eser ve
inequalities, wehw ecchit yipssu wplye mmeont ar y system was intro
concentration on improvements in the national pensi o
generous modedr ioffy biamiwhiselt nabktutoenda!lu mpetnsioDhsperondeart
average net wage. Crugiadlel x,habeaaocdwregd safi ctshe ff Itehte | eqgi
uppmerddl e anidnchoimphegroups tried to satistfy kyheir nee
occupational beheWwastswheMP) hewbccupational pensions s

In the 1980s the discussion of the Danish pension sys
the basic pension receivers anupdthiosrealcoveherde by Omhe
fors tihnequality was that the severe economic situatioa
interest rates extremely high, and while contributio
pension schemnleesduwdribiteaxest on t hesea g a&Kvannggass wveas anot
2010). This resulted in very bicogempayménds nQr almoviee 16

per cent of the net contributions. To tackle the ineq
Pri Menister Poul Schadx,ten pengiodmnceaviangs which resu
revenue for the state. The second reason which I ed to

economic conditions: given a negat iwaenthkeal a&mc @& mpfr opraey n



LCO

AUSTRIA PENSIONS SYSTEMS IN EUROPE 23

the compewitihvéoeasssage growth during the (at the t

Thus, the wunions had a vast interest in searching
The pressure from sew@yapamstirouwmlgartlrya dtetheal nddoari koenr so f
(Dansk Metal, DM), |l ed to decentralization of the

for individual unions to get a separate agreement

creatingveel aeacentives fsor Djuei rmindg Sttreeede Mamisem 200!
negotiations, the DM made an agreement with its e
funded system covering only those wor keThse whew si gn
pension scheme wa@asbyoablkoamadnawiet h equal represent a
empl oyers. This compromise allowed the employers

because they would be able to infbuencéunde AHvVesth

many ot heuwnitomadecopied the DM pension agreement
negotiated agreements started the avalanche of occ

Figa®e Pensions éeéhobDenmadkabter the 1980s/1990s r

DENMARK BEFORE REFORMS 10 DENMARK AFTER REFORMS
10 | PENSION
PENSION oNP means-lested ] oNP means-tested|
9 LMP 8 =
8 oATP =NP basic
7 sNP basic T
[ 6 —
4 ,{q—l 4
3 : 3
2 2
1 1
0 0

0 0

PREVIOUS INCOME PREVIOUS INCOME
Note: The vertical axis pertains to the hypothetical amount of
earnings. NPhaaébblilkekt rates the universal tphadNtBr afg-amasbriednearls pensi
tohat part of national pension td& MB sd el paebnodusr oma roktehte rc o(npternascitouna)l
ATEH s legislataeclampldodpmerrst otne edi penh hieomepl acefmennh SWweddédmr, ohnd |
d ndi Widuaneabhti on for individual pensions.

Source: Kangas et al (2010)
Net herl ands
Similar to Austria or Germany, the Netherlands al s

the 1L9BDs scheme i s theOWanadmdme,y mparmndditatt €éor mhe
the pension system ("Algemene OuderdomdPwet 't oora Ge

mi ssing capital stock after the war, but also due
productivity dndffvaapasgdatdogwedphiuct ur e, PAaYtG rwaals t h
form of pension financing in the 1950s.f Anether

gener@tgpbhtroducing a PAYG system had the politica
al dggaretired coué dsypenemi wi fhomt tthhavi ng contri but
314) .
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Despite the historical similarities, there are subs
di fferences be tBreeveenr idtdlgep aduatnadh Bhe manmec leiuan er parts i n

Astria or Germany. The main differ-eate Wwansefihe Dot a
resident s, retired or not, from age 65. The AOW syst ¢
provi de -realrati md) sbreefeiftis swemBe | i mk ewda gteo. tlhne crnoinntirnaus t |,

public PAYG systems in Austr-i@al areGeb enaefyi tps ovndleersau
standards, at | east to a certain extent and dependi n
mai ntgailniiwvmi ng standamgdsaarteer ahichelthe PAYG schemes
Austria offered early on, decreased the incentives fo
p. 315) . The pressure towards additionaln ochceupati on
Net her|l ands, hleecfdbuasee cohfartact er of AOW benefits. Thel
functionality is one of the main reasons for di ffer
(Haverland 2001). Already i nvitdheed 1aOmlI0ys ,4 5% eo ff ipresnts iPoArY
in the Netherlands, while in AwagteriiamcomeGevramarsy itlhe rp

to a much greater extent on PAYG.

But even compared to the Beveridgian pensions system

p@esion systembBpeaadndl!| hasnoaehybrid character. The Dut
wel fare regi me i-selaatmécak Bifsmarakings and universalisti
An i mportant institutional el imgmlity oif n g thii tsu twied nfaalriez esc
soci al partnership. Corporatism forms an integral par
historical development since the Second World War (Cu
pensions systemadvwad amlit ipdrlgmepndae mwlidteil . I n the 1950
outcome of a series of political discussions between
we l | as employer organizations and tratheo@hieons, a f
i nsuroeemacenired atreld@® rwionsur ancet antdednesaonci al provisions
The General Ol d Age Pension Act that introduced the A
Dutch policy that foll owed Bevergdgi afic ot he@ati &b t he
t r aodi,tithe occupational pensions were negotiated betw
unions. As early as 1947, government regulations mad:é
provisions compul sortry, faolrsaliln famdnest iiho ap seewdeammpdt 6§t i
Al ready in 1953, five years before the introduction
two thirds of the employees were covered b-y occupati
mandat ordy dcucnudpeat i onal pveenns i nmanrse breecloemeanet in the 1960
Al 't hough the AOW basic pension has been sta&tadily expa
oriented desi gine dlkemaanledwtfooer a reasonablalliwnwcome r e
for the middheomadghogpher Accordingly, empl oyees pus
occupational pensions. I n parallel with the expansior
an increase of the coverage anpegeinemoschegmes. funded
Thégol demdawéd expanding welfare and pension systems in

foll owed by adapnhpaesnei nogf pcoositci es in the 1980s and 1990
was a decoupling of the minimeami wageonahinshrogjdetr veagr aA
benefit, from the devel opment of real wages and the
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contractual wage development in the private sector
of the public PAXétkBehlkemedd.n Shlket armtmpainsated g
increasing importance and coverage of funded occup
For employees who were already insured in occupati
AOW schemetdmatter becawnsed ittha aowertalrlentai ned cons
and especially the 1990s, similar cost dampening |
and Austria. I n the Netherlands, howeegermovédeéseheo

entire pemsifartshyest towards a more funded pension i
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23. Austri a

2.3.1. Demographic profile and demographic forecast

Tabl:Rustria: demographic forecast

2019 2030 2040 2050 2060 2070  2019-2070

Population (thousand) 8,882 9,159 9,297 9,345 9,290 9,247 il
Population growth rate 0.5 0.2 0.1 0.0 -0.1 0.0 ~ .
Old-age dependency ratio (pop 65+ / pop 20-64) 30.7 40.3 48.2 51.5 54.8 556.9 ./’"_4 ‘
Old-age dependency ratio (pop 75+ / pop 20-74) 13.3 15.5 20.9 250 25.8 28.0 .,/r"'
Ageing of the aged (pop 80+ / pop 65+) 27.3 29.0 31.3 40.0 39.1 41.7 r_/‘J'
Men - Life expectancy at birth 79.8 81.2 82.6 83.9 85.2 86.3 / ;
Women - Life expectancy at birth 84.3 85.7 86.9 88.1 89.2 90.2 /
Men - Life expectancy at 65 18.8 19.8 20.8 21.8 227 236 /”' )
Women - Life expectancy at 65 21.8 229 23.9 248 25.7 26.6 / )
Men - Survivor rate at 65+ 87.4 89.4 90.9 92.2 93.3 94.3 —
Women - Survivor rate at 65+ 92.8 94.0 94.8 95.6 96.2 96.7 ,,/""
Men - Survivor rate at 80+ 60.5 65.7 70.0 73.9 773 80.3 —
Women - Survivor rate at 80+ 75.8 79.5 82.4 84.9 87.1 89.0 _/—/‘
Net migration (thousand) 44.3 313 294 27.2 26.4 25.5 \\1.
isson - Ceated rappes LCO =

According to the demognrTaapbH)idch  op epruwalsat if omr VAiulslt rgraow t
million by 2040 and remain at that | evel until 2070.
will change dramaticallycunrtihégeodmdiprgtdeama(ytshreaFrr atm d h
of the popul ation aged 65 and ovew% tiot twiel popiusathywyna
ten percentagenipmi 2@ 30 tand Of Beotthheerr etad t @b outl n5&Gddi ti o
"ageingagaf itreki cebheorofitt b80eveéen 6bese, owel | Poi se from 2

today to mwie than| 40ger ter m, reflecting the sharp
indicators of I|ife expectancy, botvbmah, bareheapdctaéeda
to iameresharply, reaching an average of more than 90

more t%ah B0t h men and women are expected to survive
8%are expected to sur20ve, twi t eodlag@eset @B 0ving to the
age of 80+. Finally, net migration is expected to de
pressur@agen delpeendency ratios.
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Tab2e Austria: exit a@eas odnd eaxXpeameeand dur ati

2020 2030 2040 2050 2060 2070 2020 - 2070

Average labor market exit age (CSM) — Men 63.2 63.2 63.2 63.2 63.2 63.2 ——————
Duration of retirement — Men 20.3 214 22.5 23.5 244 253 ,,_—r—'—“f_*
Percentage of adult life spent in retirement — Men 31.0 321 33.2 342 35.1 359 r,frr—“—*
Early/late exit — Men 3.7 25 21 24 2.2 2.3 "\\f_L_,
Average labour market exit age (CSM) - Women 61.4 62.6 63.2 63.2 63.2 63.2 -
Duration of retirement - Women 25.3 246 25.6 26.6 275 28.4 : .__,,_/Jf”’“
\I;'Veor;eennlage of adult life spent in retirement — 36.8 35.6 36.2 371 37.8 38.6 ’\_j_/-
Early/late exit - Women 0.5 22 1.9 1.8 1.6 1.8 <

The labour market exit age as calculated based on Labour Force Survey data for the base year and estimated by the Cohort Simulation Model
thereafter; ‘Duration of retirement’ is calculated as the difference between the life expectancy at the average labour market exit age and that exit
age itself; The percentage of adult life spent in retirement’ is calculated as the ratio between the duration of retirement and the life expectancy
minus 18 years; Early/late exit is the ratio between those who refire and are below the statutory retirement age and those who retire at the
statutory retirement age or above.

CCO s
Despictreeaisnnng | i fe expectancy, the average | abor m
toise unfabh2)@beé&éOaverage exit age for women is expe
as forbemanugecemt ref dirimgsh.erDUd fteo expectancy, the d
will increas25fyoar 20f adr men and from 25 to 28 yea
are expected to spend more than a third of their |
women38ab6 years in 2070. Due to recent crtefdortnos, €
decrease for me n , while the beoppassteheofi sscerpset &
retirement age.

The role of migration

The scenarios presentkbd mhowmedamegbapglkidc ohotecast
includeseamlwaogndati mi gration. I n the main scenari o
about 35,000 per year (until 2060), which includes
per yeadrouadandl2a0, 000 persons emigrating fromnAustri a
characterized by a slightly higher fertility rate,
It is instructive to show the rolgegaphiénfereatbod
comparing the main scenariex naittitonal(Bioggewyrpraih e owi t ho
number of persons aged 65 and over is relatively s
the migrarntonpolprudl abeagin to retire). The main sourc
popul ati o84 agwhli @0 remains at around 5.2 million i
to 3.7 mil-mignathonheceroari o. The mé¢ulmmudoart sp eies dti fu se
due solely to the positive migration balagee. Thi
dependency ratio in 2060(Fwigti®e a nwdh i wiht hionuctr emisgrsa ttio
main sce&3Arwoor kilng popul ation per pop gl atiiom &% +€)Nnaa
(1.31 working popul at Cons ipceteh éeprofpaudthaet ti toentt i 6 5e+d) .pop ul
remains relatively constant in each sgreammtrs)o drdd e
ignoring the differences in fertility rates betwe
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annual net migratioaryhtt Wweadgeatdhep enrbddeerscsy rati o at i
l evel (32). Under thesecanmpkifeysitngnaaesdumptaitonasb,ouitt
mi grants per year woul d be nraegeed edde puenntdieln c2y0 6r0a ttioo kceoenps |
the endrofetheop period, if the number of persons age
popul ati o-64wogudd DE 8.9 million, of which 5.2 million
to 2060.

Figadeustria: demogr agprhd cwiftolrcewta snd @@iGt)thi on (2022

Main scenario: 20-64 == Main scenario: 65+ = = No migration: 20-64 = = No migration: 65+

6M
5M ----h~----‘--h-~~---
4M ------------m‘-h-h--
3M
N /
1M

0

2025 2030 2035 2040 2045 2050 2055 2060

Source: Statistik Austria Demographic Forecast 2022 « Created with Datawrapper EC @Jt':‘;;;:f
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garkARust didag:e adepenidenc&®4)a2i0n the main scenari o and with
== Main scenario = = No migration
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Qualifying conditions

A perseonnt iitd ed to a pension i f contributions were
exceptions for ddspbdbit ednpewlsonlsad Far owwo rtkh eascec i 1d8eOn tmo
84 months must come from employment yjor Thent eimaw ni
96 monthemeafmr om ot her contribution pleeawa,s, misluictha
secei, o+« eahilnhdg periods (OECD, 2022).

Current and future retirement age

The statutory retirement abeskesvabtgeédnsshbofemahes
for women, respectivel y. The f emal e 6r5etyieraernse nitn atgh
period from 2024 to 2033 (by i years steps). For r
men and betweem wWdmamdt 68 panesd oMy idS. 2% cper year. V
def er their pensi on al so ctohnetrienbuye itnocr pagi ncgont hie
entitl ements. There are several possibilities for

1. Ltoemrgm i ngcwmdanmnddfuangmneitver si ¢ Herctkd repedesggied un g
currently 44 (women)/ 45 ( men) comad.i bliher yvawlk:y
retirement age is 62 years for men and 59 year
years (4.2% gdgeducbeborpethe statutory retiremen

2. Physical Sghtvar dr wey ksgeaenbdbni buti on parisod of

or more is required. Additionally, within the |
to be at | eagshtysliaydar shaafd wor k. The earliest |
year s. There is8®W pedugetaonbefodei tbmentt atgeor
women this scheme wil/ only“*be relevant from 20

3. Copend oar ri doopaetnisé omge of 62 year s, when he
insurance years (5.1% deduction per yeamry maxi ml
retirement age). For women this scheme wil/ onl

Fi rtsiter pensions

Mi ni mum perfidresg:s with aelawvecdabrinedst-teetcedve ¢
suppl ement if the sum of the grsougs cepesngisomearekcielp
apply) is |l ess than EUR 966. 65 per month for a si:i
ret iwridéd receive a compensatory transfer so that t
threshol d. I n 2020 meamt seasdtdeidt isounpapl! efroernmt omMas i ntrod
(single households only) with at wielastr e3c6e0i vceo nat rmibi
of EWRBOL Pensioners in single households with at |
receivedmammof 1,315 EUR (1,782 EUR for couples).

“For some persons e depleinrdtemnt datne )t ht heftan g seiatlvseor samchepuingspei:
Schwerarbeit
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the adjustment of bemdfiutsd me st arlodflyaetfasvdn li pmegss it chres . T h e

of the mini mum pborfsitdhre vaavseratge28& r oss earnings in 202
Tar gdetseupploetai m of-tebeehemnsi mum i ncome scheme is to
standard of | ivinge fumrabilneditvad dmeadts twhhei rardai ly | i vi ng
their dependent family members. T hed esd ginsetda nfcoer stchhee n
el derl y. However, ol der people can only apply if no

t hresh202d0 iins EUR 917.35 for singles (EUR 1,376.02 fo
payments. Before atppdtye d gmif micomme meaheme, al l individu
must be used up, up to a threshold of hBPURe4,058@&.N75 in
apartment, but the authorities may enter the | and reg
The minimum pensi on rnmeuagleinertad lcyon shudmexredprai ce i nfl atic
benefit is indexed at the Hégelreoti onanffet el gopponmew
of average gross earnings in 2020.

Seconhder PAYG pensions

The setciomfrd t he PAYG epne niss oan &egfsitned benefit system. T
financed by compul sory contrithiuan omasd)lup Cwr rae mta xd anutr

rates are unifofmgyoset emren2mog®ional accrual rate in tt
is 1, 7@®&Bki ch is the fifth highest among OECD countrie
calculation i sebrasieng®sn Péefetome are uprated with pri
a discretionary rate that typi ceadrlnyi regxc eaerdes pap peceed i antf
times the average wage. Given these feathireées, the e
currently the second highest in the OECD, just behind

Public Expenditure

Public spermdcinrsg oms has increased steadily in recent
around 13.4% of GDPcrgiased dDltnporiettthhasm iome percentag
to comparable data from 2021 or the | atréedt hagdielsabl e,
among OECD countries, with only France, Greece and |
GDP. Rr iswa&thdi ng on pensions is coupfar@DP vied y2 0 Io#aw., TBmo
ol-adlge poverty rate, definegulaast ithhre wietrlteawaigrc @omhe t hel
the median equivalized hous%howhi odh sipsesdadtwoe catmhenrme , |
OECD countries, but slightly higher th&@hntR21Boverty
For ol der wonren-aogred pavtir¢cyl as significantly higher tt
at 2. Which is relattedft popmehaohiwgmmbegae Austri a. Th
comparativedyg powenotdty is the result of hugheriesepl ace
(whi ch, however, wi || decrease until 2070, as expla
replacement ar ptee sfon earning t%e whvedrage %lopeoai £ 0746.71
person earning twice the averageS8wage. 4Bhd OEGCGDPeavew
( OECD, 2021) . By Acaempaansaecrystemeis very generous. L
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pesmni on wealth is higher than in most OECD countri e
earnings for |l ow earnersersp 40d6ftomed5fbrmasghoe:
female earnings to 11.6 times for wegm Ehr&hearsd §h
men and 13 and. 8.8 for women

Forecast of the public expenditure

FiguBRustKdraeodspublic expenditure on pensions (i

16.3

14.3

2020 2025 2030 2035 2040 2045 2050 2055 2060 2065 2070

Source: OECD, European Commission * Created with Datawrapper %ﬁi,};ﬁlﬁ
Public spending on pension$3i3%pcojeenhedytoboi bér 8%
then to declFiinged }tdohel 4dy3n%ami cs of pensi ornexdmpevmdi t u

into the dependeagg ratio, the bewmefit ratio and t

Thdependencef freactti oref |l ects the evolution of the ra
t he weargkei npgppul at i o nR6 4()p.o pWihisialteia dtiho2®s 3 0. 7% a n 2019,
rise to 55.9% in 2070. I n the absence of other eff
alone would increase public pension expenditure b
compared with 20109.

Theedructi orcoofer agegorest iboaedomi nantly to the enacte

assuming a marked increase in the female exit age
After some reforms in the followingeyearesnenthagkarl
women frome@@eteon M 2B and 2033 is expected to have
age. The decline -agetpensumberi sfabsd [ inked to th

of survivors pensions.

Theeplacemdadadc!| rmee from 55. 4% 7M. DG ftidd exh.thd si n
throughout the projection period from an initial 5
pension reforms, notably the introductionmsof the
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somehow reduce the mimisgalfrmpmesasgeriengst & hey do rai se

i ncr easagneg poolvder t vy.

Figadkustria: Components of change in the public e

[l Dependency ratio effect [l Coverage ratio effect [l Benefit ratio effect Labor market effect Other

-03 04
-0,2
2030 2035 2040 2045 2050 2055 2060 2065 2070

CCO) AusTRIA

Quelle: European Commission « Erstellt mit Datawrapper R
WIRTSCHAFTSFORSCHUNG

The changes due to téaet éBiug d @@V ecraatnstt i,dr e20p/rOesan i ncrea
due to increasing dependency ratios of 9.3 percentag
points with the decreasing coverage r attihoes,| abbyor0. 7 pe
mar ket and by a subsbantsaldué. Ropéeheenedgetpon in the

Forecast of the replacement rates

Tab3:AustBaeamefit ratios and replacement rates until

2019 2030 2040 2050 2060 2070 change in pp
Overall benefit ratio 54% 53% 49% 46% 44% 42% -11.1
Earnings-related benefit ratio 54% 54% 51% 48% 46% 45% -92
Earnings-related replacement rate 55% 56% 55% 55% 54% 52% =3.3
Source: European Commission * Created with Datawrapper ECO Qgtéi:};i:w
Benefit ratinmesntanrdatreesp |daacké8. 8 hewhoi al beeatl utdragi o,
earnireg¢g@ated and minimum benefits, is reduced by more

The earrmrimged benefit ratiopbahitts bhydabbet repparceemrtns
more than 3 percentage pai nidg.hoTuhte spe ifviaguer essa vii nmpglsy, tth
of the elderly will be significantly reduced in the ¢
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Forecast of the debt |l evel s

An increasing pulelsisaurfei maoandeéhse in Austria,-ag-¢emming
rel ated expuecredi tfuirsecarledsustainabil i ttyer mhcproajdd ontgi atn
gross financi al l'iabilities as percentage of GDP
this | evel until the end offitghié&epr oj ecti on period

Figabkustria: Pr ot ergm bfeian alic d boinlgi ti es (in % of GDP
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Source: OECD Economic Outlook No 103 « Created with Datawrapper A:USTR 1A

The assessmeat mof i bnoasbh |siusytaacieach dbre t wo compl ement ar
indicators that show the upfront fiscai eadij ddtsmant
goals (-E&d,N DPG23) :

T the S2 indicator measures the fnmemtl dceldtoritn rte
l ong,term

T the S1 indicator measures the fiscalt®DbPort re
ratio to 60% by 2070.

The S2 indicator measures the permanent adjustment
2024 that woufl dd biemer egawarin ment debt in the 1 ong
component s, n‘aimreil tyi ali )budcgeet ary position", whi ch
initial SPBstaamldi Itihzi rdgbdt ructural pri matrsy. bAad satnrciea
i sssasessed to be at medium risk, with an S2 indicat
points are due to ageing cost st.erTnhec onsatisn orfi shke aslttehn
| ongrm care. The structedalt oprchalyecbdd alncafatrieqoi i
GDP, compalr.e6d ptrooj ected for 2024, and the Europe:

plausibility of achieving this target (based on pa
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The S1 indicator measurest hhedpdtmanb2@hgfi healdebtfoat
to 60% of GDP by 2070. The S1 indicator consists of
budgetary positiobhhe @ghpchemwasnor ¢hhe 2s0t2adbidHB iairgd t h
structural eri fmiary etglué adeentetnt , which is related to the
debt ratio from the 60% referencekECFaN wed,2 3and A(uisitir)i af' us

S1 indicator is 2.4%, indicating acomeds yumwbhBcmpénsi sk
accounting for 0.3 percentage points, -heamthbacare f ol
for 1 percentage point. The imp8,j edompamnedutral abpt ajne

0.%0f GDP

Vol amty/ Mandatory, Occupational / Personal , Book reserve

The Austrian Occupa(tBieamaleb®PpesB)loontsAgdset z egul ati ons
occupat i-omgmelprodwi si ons in the second pill ar. This Act
relatednteproegemsi ons:

T Pension pr ogHesnsoino rf ddknadsss e n

T Occupational col(IBedtriiwve liimcshwer Krodbgs kti vversi cherun
T Direct provisions all owed(DObiyr eak tceo nipea ndy] utnog saznu seangpel
T Life insurances

By thefef20821, the assets of peEWR DdDnbifluniden h@®e7 nafr e@

and the assets of collective occupational insurance s
EUR. O billion (0.3% of GDP). 6Bego®or dGayR,1.&e&mpPd oyfert heh
empl oyees' mont hly salaries into a pension fund set

system. I n the event of termination of employment by
of service of 36 maentethstidtilrecempéogesgeverance payment
amount in the employee provident fund. For retirement
to receive the payout in the form of a | ump sum (taxe

(t-&>ee) cehtrdndustry report by the Financi al Mar ket
occupational pension funds shows that the pension ass
at the end of 2022.

Ot her el ements of the ftihredadeee paryd tairer vobaqnitdesy. Oc
pension provision in Austria is regulated on a volunt
I n addition to direct benefi-depemdi hngnentb-palyehenodmpl o

approxi mathef yaibOoeytepe' s gross salary into a private pen
can be cl aimed as business -ferxge.nselse amaln sairen tfhemrde f ou ke
assesses these contributions, and the famnrdmporaatee ex emp
income tax. The employees' own additional contributi

premium is added for up to 1,000 euros per year.
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Respectively, the coverage of the voluntary occup
countrimadai ¢ hy -noarn dgautacsriy occupati onal systems (e.
opdut s) systems | ike Denmark or tchleo she tbhodrlafned s ¢
wor kage popul ation, t he coverage i n t he volunt a
(Femsionskhssenrarte i fy2 wo-age ngopul ation. The coverag

slightly by 0.5 percent aleutpo2mtisi Isliincre BROR 1un dart
t hRensi onskashsottmf 88ssets are adcloadbautte do ni ns cchefmerse dw
the rest is al ltbemetfed ismt hkefeisngdee OeNB, 2023).

The third tier of the Ausft rpirarn apeen spiemrs i soys tpean vd Gsn X

As with occupational schemes, yndfividuaeassmean phood
directly or indirectly serve the purpose of retir
system, iaomdicdan ngedner al | ypab ¢ ipreandsed mobineetnweecedn pr ovi si on
a gener al accumudvaetri otnh eo fl isfaev i cnygcsl e . Traditionally
i mportant -retm savilogg. Private | ife@auedstmoarmsdeo wc al
strong upward trend in recent years. Whil e privat
payment , private annuity contracts are usually tal
pension ( BMF, 2021) . Thei vmmd st g ed ajprud wairs i feoarlnmi eaft hper
"Zukunftsvorbkbrwas introduced i nancOed 3( iansc lau dfi mrgm ao f
guarantee) subsidized by the state with a tax pren
year s, t he tiasxppoasyeerofcatnheds e right s. However, i f th
all owed government idonwad omgswilhd mre@d% retroacti ve
and the capital guarantee is | ost. I f méret g,i gma s ¢
tax is due. Coverage i%oft ompa raagbei kpeohpgu |laotw oant (1GBE D,
andshaven declined in recent years (by 1.2 percent
gains in the face of | ow dfnttelree sgo weartrense mtn ds u bhsei o ye

Il nvest ment regul ations

Both s-eamandthierd pl ans aséeastsubpegt " tapiat al guar ant ¢
pension plans must provide faindsg ariareteepes ofvdrsi tome oif |
mini mum return guakFrmanpeenciple,clitshedp d mgseido nt of upnrdo v
minimum retuforgtaeanneested funds. However, this
be excluded in the contract between the pension fu
fund commit ment e X i stest uwint hguwa rTdai tsmierneé qnuuinr ers a wai
mimim return guarantee in an agreement between the
agreement , collective agreement). Empl oyee involyv
mo d e | is basedenoenf iaa dpelfainnnedoebcause i empl dgé€inbdabe
the investment risk and the contributions paid by
i nvest ment performance. The minimum return guarant
Ciuwlcatwiearght ed average yi eladv eorna gbeo nodfs t(hae wyeiieglhdtse do n
|l isted on the Vienna Stock Exchange) over the | ast

SLatest data from 2021.
https:// www. oenb. at/isaweb/report.do?l ang=DE&report=3.16
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FMA, 2023) . There are no strict ,rwelxeseptedamrditnhge ienxvpe
mention of teresommprrwderdt im the | aw. According to this
i nvest in assets and instruments whose risks they ca
manage and report. AbtedsspBrtsumbhst Wwayiag ytto ensure
l'iquidity and profitability of t he overall portfoldi
conservative investment strategies. For exampl e, as (
billionmandgement in the occupathiolnlailomewadandi nvest e dEL
funds, EUR 6.7 billion in bond funds, EUR 8.9 billion

estate funds (OeNB, 2023).

The t hiZruk utnifearsivoirs os glejsecti ct i nvestment rnuloefs regard
invested capital in different assets. I'n addition, t
guarantee on the amounts paid in and on the state co
paymeretgarBing investment s tlredatse3g0i % sq f atsh eo f ¢ a2p0ilt0a | amu
invested in shares that are listed for the first ti me
European Union or the EEA. For pol i cd elsultyak3In, oatl d,et
t h equity gquot ax pdaeypeern dssc nagre et( hined fited ) : 30% up to the acg

stock market capitali zaBA ocno uonft rtyh ei nr ewheovsaen ts hEalk eosr ar e

e
from 45 to 55; 15% from 55. Existiwtygctenmoaetl s mahe b

0

tcexd 40% of GDP over a period of sevgchk wmedes. A s
for new contracts hastiberenmaedalngwidt h oa ar adwgpe within
all ocati ounp nmuos tt hlei eage of 50, 15% 5% 60 %50%r omnit hieahbhby

60% of the shares mu st be |isted on certain stock ex

no

Exi sting contracts may be converted.”to the new model
As s ealsl ocat ed

I'n internati onali scoopnapraartiisvioet lpyéatl H orcemat ed in funded pens
Austri a, wi t h @&worfr ed@DR yu nadbeoru t mabn a7fg e me n t in pension se&
averagegnsficant | 9%, hmegahreirngatt h9a9%t. 9t he sum of assets in
OECD cewswntrroiughly equals the GDP of al |l OECD countr
comparablenldatavaisimbhei dosdammdleesrh,ows that %4 n Q1 2023
was investediinn beognudist ya odriic a €fa] B s®aheot hsdr 3Tbhueh d

fot her" category includes |l oans, | and hedgbuf uddsegs, u
private equity funds, and other structured products.
96 %bf assets of funded schekweenszaner e20a2ll)o.cated abroad

I nvest ment performance

I n 2021, Austria's fundedf oarnnde dp rairvoautned ptehnes i ®@ENC Op | aavnesr ap
real redumwhidfe 3 ates %rian dPod-2fdaonnh orlusr.kbey. Over the | oni
Austrian penfsoomegl| pocr per with a%igre ormedlr itcerammse rawger ot
| ast five anda¥tdewnéryetame | ast 15 years. By compariso
Net herl ands and Denmar k% awver agbd masée tbaryedrs (OEC

"Tfhttps://www. wko.at/ servicel/steuern/ Ditemlpraemi enbeguenstigte_Zukun
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Accordipgeti minary data for 2022 (OECD, 2023), Aus
atl & which is around the average for all OECD count

The main point of criticism regarding the poor p €
guar ant ehe"i,s whancdat or y-anodr ibhoienhd preacaduwmdt s (see prev
The yiebdtgearesults in funds investing in risklIe:
the I ong run.

Tax treat ment

As mentioned aboveé, ftuhned sd e(tiseecoopn Auedexempt from bec

tax and corporate i ncomeddiatxi.o nTahle ceomptlroiybeuetsi'o noswna ra
addition, a state premium is addecstomentpi-noomhe 00
exempt for pehespnocowmpati onal group insurance, di
an personalli pe.nsi 60s al | coll ectlinvveesamenpern s1@ma

in

d

considered a company profit and subaectre¢at menftiof
come depends on the type of the plan: Pemrsi on co
n

Pe
of pension accrued by employer5& mmtfrithet ipomd iiosn fol

sions are taxed as eafBnendarign marhe ratt et tod ii mdiowmied

accrued by employee contribnontiossrasceaxPdnpnsPensoa

earned income a@t mahginadi vadealbf income tax from t
benefits paid eanteedsft hbecpapnsabnvat retirement. |
ar e fftraeexe umtoiilntt hiant -¢ paonesorSadatreet i r2unewvid tpsrpavgiesi on
Wit hdr awa-keg eaapféet edraxhavi ng reached a certaimtage anc

if the entitlements are transferred tod atno obcucyu paarn i
annuity. I f they are paid mwsptagsbackuBp %som, thbegbd
subsidies and a 27.5%hiaxronpgépomwcaéas ©Qgai as TET/ TEE
regiime the secantEEim®eengidmnd rd tier
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1. Strengths and weakmseses | ( aPcedid®rPdinn g ntdoe x

- ThAustpensi onshyywisemood r esd lidse qwodtohy trhe gaan OP
0. Gk d r atntkreodn g 11 caonudhd uii te@bdPIli tsycore OJ 68, ra

- Thevempalnlsi on shyyswise mhmenkiviem ,rt s U lotws ifhu stteari nbéaChbi
score 0. 37) awharkkeedt 9c a p( ORI i g@drieondy39, ranked

2. Tax treat ment

2"d%t iempl oyer financed: oEBT pstr astpeoanls opleadn g et ir e
TEE;3 4 i er personal plans: TET

3. Contribution rate to fuecpdopérmonandndmpbt

- Participation is not legally binding. However
compdmeywel agCeamemntsati ons are paid by empl.oyé

- The empl oyer <can paany eunpp |ltooy ele0 ys2 bg#htoosfsa sparliawrat e
These payments can be clai med as beusriereess exp

4, Asset All ocati on

- In the year 2022 BguriotBidé&®dg( Biol IO C#PBo iCéhs h( & D
2.9, Ot@B&Eeg

* Assets invested in loans, real estate (land and buildings), unallocated insurance contracts, private investment funds and other alternative investments.

5. Obligatory character

Occupational schemesnaokemenbjlemcdimiid@®lt amen ;ir
voluntary.

6. Paput options of funded pl ans

- Occupational funded pensions i n targeafiadr mudf i"n
a continuous anntwiftfy pmpemeindn.i sA oonnleyc procisti ibd res
up to an upper |Iimit ("Abfindungsgrenze" of ¢

7. Contrisbutoi dnundsedpet aest age of GDP

- AccordOBE@QDtBensi on Markets in Focus 2022 (OEC
f or ms aof sfcuhredrees Owd8sofonGOP i n 2021.

8 I nvest ment performance

- Accordingeroesihata in OECD Pension Mar ka&ter a
i nvest ment f ai®ed tdl® O Pwkatsu r2n. 0 %.

- At the same time the OECD average was 3. 7%.

Addi ti onal information and results

T High ianmcd easi ng public costs for the pension syst
assets from the general budget, especially for wo
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T Recent reforms have reduced cost s -tseammebheat , b u
rati os.
T Assets isetandedndpéemsironarpd amery | ow by inte

standanmldy abwouft BGDP7 i s all ocated to funded sche

1T Funded schemes have performed poorly in recent
guarafibee'ts provider s -rtiossks@avest in very | ow
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24, Czech Republic

From BSoddywpoint, the population of the Czech Republi
50 years. I nCtbehy®epub0 &, maddi nhabitants whereas pop
i sopectkeadabbat 10. 2 mbMlhieony epptivh $2t0me0 .popul ati on gr owt h
is positive in Tak#egeart 201 9purfemgecttiedet he subsequent
decades. Notably the shrinking of the population size

Similarlgotmtinmitddshep&an Uni-age tHhpeonddncy ratios of t

Republic will incréaseseerambhei tatbyei nThadoatei o of th
to those who are betavleikksn pérdo j erd 2BI07t%eianst he year 207
compatredapproxi mately 33% today. The change in popul e

down as Hrodrm o250 onwards, the part of the population
will compriseofmboe ewdhlainndpadde populantd on0 (yaegaerds )b.et we e

This circumstance can be attributed tpoultamoi ofnacitnortsh.e O
Czech Republic, p d adpelrse eaxgpeeilcnt@ebde atsod by over 50% bet we
and 2060r eifstidsue to the fact that, for men and women
consi der ablpyr owietchtiinmont hpeer i od

Whereamanaborn in the Czech Republic in 520ylQarhsa,s aon a
mal e newborn in 2070 is already projected to I|ive 8.
woman on the other hand, i fe expexQladh ctyo apgr eébs unmab Igy ¢

89. 2 years in 2070.

Apparentl vy, t hei sgasmalilnerl iffoer swoamen than for men, as
projected to catch wup with its female counterpart. T
ol der untilhi2h&0 Waddrduniee6cbd@n f offalwome nd 0 %.

On the atdhet hbapopulation aged between 19 and 64 yea
Czech Republic by 18% between 2019 and 2060. Bot h f act
ol-alge deereay r atpioos,eswhcihcaho! ¢ lhge e nsiwinl Is yisai esexda s

|l ater on.
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Tab4€@zech Republic: Demographic forecast

2019 2030 2040 2050 2060 2070  2019-2070

Population (thousand) 10,672 10,756 10,619 10,526 10,405 10,204 0.67 .
Population growth rate 0.4 -0.1 -0.1 -0.1 -0.2 -0.2 A
gﬂ?—age CepenceneviatiolipopliosPopiaty 33.0 38.6 452 54.8 59.2 53.7 e Ly
?A'f;‘age depsicencyiiatiolboplioidbopi2y 109 16.9 185 226 28.3 29.0 et
Ageing of the aged (pop 80+ / pop 65+) 20.7 29.6 31.8 30.7 40.1 45.0 /
Men - Life expectancy at birth 76.5 78.4 80.2 81.8 834 84.8 / -
Women - Life expectancy at birth 82.3 83.9 85.4 86.7 88.0 89.2 ana /
Men - Life expectancy at 65 16.5 17.8 191 20.3 21.4 22.5 : /
Women - Life expectancy at 65 20.0 213 225 2386 24.7 25.7 / !
Men - Survivor rate at 65+ 83.3 86.2 88.4 90.3 91.8 93.1 ) /' :
Women - Survivor rate at 65+ 91.9 93.2 94.2 95.1 95.8 96.4 o 7
Men - Survivor rate at 80+ 49.0 56.1 62.0 67.4 721 76.2 / '
Women - Survivor rate 80+ 69.7 74.6 78.5 819 84.8 87.2 _/'
Net migration (thousand) 44.2 16.3 16.6 17.5 18.0 18.2 '\__, 1

The i ndéAigceatnogr o fowhh ec hAgleednot es t he ratio ofh@ersons

persons of age 65 and ol der, is expected to more t
Amounting to 20. 7% itisn etxhpee cyt ecadr %t 200n1é9¢,d 500 y4&ar s | at
projection is in |ine with tehaec haisnsgu mphtei carng et hodt 8tOh e

within the next decades.

In 2019, the probability for men to survive until &
approximately 70 %. However, mal e residents of the
76 .%f5i fty years | ater, stildl exceeded by women who

the age of 80.

The averwawgaeanalrkbea exi tanadeifpoart endent oi ss ncrease from

the year a302@n be se8nmifkram yabfer 5women, the ave
63.4 years, compared to the previous 61.4 years. T
to rematiaantc omwer the foreseeable future. Thus, t he
women wiulll yneompensate for the simultaneous increa
the average |l ength of retirement for froen wibgnemr oj ec

4.1 years from 2020 to 2070. The per ¢entwiglel orfi saed
because of this fact, namely to 33.5% fo(EUmen and
20 D1
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Tab%€ze®Republic: Exit ages and expected duration of

2020 2030 2040 2050 2060 2070 2020 - 2070

Average labour market exit age (CSM) - Men 63.5 64.2 64.2 64.2 64.2 64.2 I
Duration of retirement - Men 17.9 18.5 19.8 21.0 222 233 i __,_——""‘
Percentage of adult life spent in retirement - Men 28.2 28.6 30.0 31.3 325 335 .__/—"'—‘
Early/late exit - Men 11 1.5 14 1.2 11 11 — o114
Average labour market exit age (CSM) - Women 61.4 63.4 63.4 63.4 63.4 63.4 1 '/—.
Duration of retirement - Women 235 231 24.3 255 26.6 276 ,__/"" o
\I:"\;aor;eer:age of adult life spent in retirement - 35.1 33,7 34.8 35.9 36.9 37.8 '_‘_/____-
Early/late exit - Women 15 19 1.7 1.4 1.2 1.2 -

The labour market exit age as calculated based on Labour Force Survey data for the base year and estimated by the Cohort Simulation Mode!
thereafter; ‘Duration of retirement’ is calculated as the difference between the life expectancy at the average labour market exit age and that exit
age itself; The percentage of adult life spent in retirement’ is calculated as the ratio between the duration of retirement and the life expectancy
minus 18 years; Early/late exit is the ratio between those who retire and are below the statutory retirement age and those who retire at the
stalutory retirement age or above.

Source: Eurapean Commission « Created with Datawrappe S(CID) Suan

The role of migration

Foll owing thg dhtaEusspednbcomniliashdieomet vmisqrad tiizer iim
Czech Republic wildl decline from 44.2 thousand per sc

persons in 2070. Ne@veEat batiegsppEajodcthiadn mi wggpdston wi l
positively affect the Czech workforce in the foreseea

Figuliendi cates that by the yearat206¢0 7t30e r0e0 Owd elscs Ipee r;
aged @0 it b etrrcermmigrati on in the Czech Republic. Natur
sho
con

uld not be consider edsea ftthreed¢ anptl i &*satiitonmerod! ya aredl
cerning fertahdtyet mmrganbhthenhawhi oheanr ehbetdmeohor
question. However, the result highlights tuhe positi v
supply in the Czech Republic.

The number of persons aged 6bBteaddbypl| hegr avi il 6n haveld yt
decead, accdridgianége Tthoe figure also illustrates the signi
ofpensioners during this time period.

Mi gration also contr-abatdepetondkeowygr rRaegp whRleigootr Be Czech
17l lushatatascording to the calculations ibny tEhuer ost at ,
scenari o without mig%ianitome amaioppocsemna.tioo 56y t he year
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Fi gaub@zech Republic: demogrwaipthhiocutf omiegd&s$ 0 )owni t(h2 0a2n2d

Main scenario: 20-64 == Main scenario: 65+ = * No migration: 20-64 = * No migration: 65+

5M

4M

gMi=——

2M

™

2025 2030 2035 2040 2045 2050 2055 2060

S = = - . ( : AUSTRIA
Source: Eurostat Population Projection * Created with Datawrapper E O INSTITUTE

NGOG AESEARCH

Figurm@zech Repwlylei depeindlencyb64d)atiim t(hbe +mMmaiOn scenari o a
mi gration

== Main scenario = * No migration

60
55
50
45
40

35

2025 2030 2035 2040 2045 2050 2055 2060

< = = . - ( : AUSTRIA
Source: Eurostat Population Projection * Created with Datawrapper l: O INSTITUTE KO

ECONOMIC RESEARCH

2.4.2. General architecture

The Czech pension system is sti lslt smordoenlg!| gf iMmhdit
Czechosl ovakia. | ap urbalAnd@yo ncpoonnseinsivt osh modft ary suppl eme
fundcednponent foTheéeoppbhigc ugt @XTucthoordyoiveRtdipeodpev i d e s

botlht i er "driggeeBsi onfde public pension system guarant
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pensionls't e)eetlo (t hose individual s iwhe eualtiuftyorfyorol aln ya
pension scheme. Outsi de mpdr sschres pweintsh oinn sswfsftieari ent f i
prated by the assistance in material need.-This gene
tested and supports those who have insufficient incon

Mandatory insurance in themsestatnmnsbobirtyubbés tblge Ptasdand
in ol dt mgeCiech Republtiad PANIGy pewisliioen 4 dhree ha nfculi foinl s
oR"%t ipgensiionprovedimigedated benefits. The benefit cal
based on tolfe ilnesrugtamce period and ahei rmgnoumnihr cd g hcoountt
working career.

Voluntary participation i nscshueppelse npernotva rdge s mipvt g toen sp ef nos
uppubl i c p@msi)edies Czech pension sysdfeun ddéddeise rno't feat
componAoterdingly, the Czech pension system can be st

T Thd i rasntd setomd def i nefglt abtyuttoh ¢ ol d a gte pensi on
DTchodov® pojigtnNDn2z) -r ewhitcehld IIPAYWEN $ye snraenidrag sor vy
i nsurance for al most al | economically i ndividual
standard protection and the malith aslosocepr oVi de@s oime
guaradtmi ni mum pension for those, who are insured

T The Czechspshemodoes not iseclomdlsdcbhemepal ateme
related benefits are granted within the framewor
public statutemyt lpemesfidoonebsllyessmdc oif 6®ers el ement s |
the firstd anédrsecon

1 Additional l ysuptpheermee nitsartyhepensdo@PopkBRkownw@®spseschieme?

spoSenz2) , which acts aptHdi pdivdbesvobmpbaentt op
funded and contributions are incentivized.
Qualifying conditions

The muamiyears of requir ed-woovke rvaag e d(aw cerakl pagni db bngosnt ot o |
an -abd pension at retirement age -wosr k3 5v ayleiadrast,e do rp e3r0i o/
I ndividuals with 20 years of pe-wsilonvaloivkatage mper ilddy
receive a pension benbetinhofmae yehirsemahtragbabhhat aj

the same birth year. Anyone reaching 35 years of cov
However, only a fewshandredrnewt pbgnsl anmed five year s
age. Vol urnitbautyi cmsntcan be made to make up for missing
fall short of the required coverage.

I n comparison to other OECD coouunttlriieers ,witthhe tChzee clho nRyeepsu

to be eligi brleel aftoerdsepagrinnsitioghs st at ut ory retirement age.
wi fomd ygdars required. On aver atghei sa npoenrgi oQdECCaDm ocnorutnst rtioe s
year s. I n many essurthraine ©,nei ty eiay .

Curr drhtel ynaj ority of peopdge arreoaucnhd tthhee mieniimuemeynetar s o
The inclusioeampfogmmatnepells in the covered period i



AUSTRIA PENSIONS SYSTEMS IN EUROPE 45

far only few peopl e hiamwem nrod g urieraecnmeendt st hteo nriencei ve
average number rodge efacrs toHosxseovweho cl ai med a pensio
retirement age equals 46 years for men aeso43 year
reach 35 yearwomem@BCRBmoa@20)

Retirement age

I n 202s0t,antdhaet d r e metnhe a@Qze d mMw&e BBbI5i years for men ai

and two months for women without children. Accor
comparison putrpodasdr ement age is the age at which
retiremetnst fbreooétmefabmppeeasatenwtcthout penalties, assu
t hegef 2.

I't is gradually increasing by two months per birth
without children, it i's cur rbenttlhy ciorhadriseea stwontgh gbayé les
retirement age for men by the end of 2020. Wo men |
one child allows a woman to retire one year earlie
four childremrtheeg goerdrnfooree fcihviel dren four years

retirement age of women with children is also risi
the retirement age for men. The dO®EGDer gdencle wi l |l b
Fistand setciome@lsi ons of the public statutory scheme

The pilodarsoci al protection for ol der Ipeneflict $ nf t dra

the contributoryanpge sseiveeragttc hielmet-roety Isear efuiytrsent | vy,
nearly allt o2 mhll abmupeopl e aged 65-agre ordsmurveée ve
pensions (or both), which include the basic pensi ol
I'n additinen, beafedtiy s supporth+465% om0 odievoghlose \aaprecall 6
benefits. Among theslkasethiemesef hesal ahe predominant
plays a minor rol e. Overalll, the ef fpadotlifavreocioalkr a
protection in ithei £Lzwercihv Rregpaulb.l

Theontri baatger peamlsd on i rncileurd ecso mpwon efnitrss:it a f |l at ben:e
which is independent of earnings), -aeldataedmi e maifm
(mini mum pension). In ionhabgegtshendbobri baagpeyf pene

pensi 6depending on el iigindielpienmyeaonadiftitdms r previ ot
equalling about 12% of the average wage, which is
OECD countthr iseusc hwis c he me s .

|l nddai ti on, al | residents may be eligible to benef
mini mum income to al/|l Czech residents in need. T he
of the average wage, sl iyghttH ey i fbieresetive mbatt he o6 heri

pension but only about half the average | evel i n
mobility allowances for people with disabilities,
assi s{axnciecsd ainn matogrni aclasreeeod both | ow income and
The guaranteed minimum income, which is the calcul

is nominally fixed and can only be changed if inf
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circumst any elsi.miAtsednddj ust ments have been made since

in the early 1990s, its value has decreased substanti
of the average wage in 1991 t oac&boouft t1h0e¥s sienoic2ed 1 9a.s SA
relative |l evel would further question whether it can
earnings capacity is |limited as in old age.

Today, recipienhbealutmh er s knaette db @snaeffeittys ar & orow.hi Bhe r e
are cemmplmptl oyment histories in t Heow ornnteormeC zi encehqousal | o vt
since then, generwcosatvabiudatiyvapeofpenmsn boas,oledpecially
past, and high homeownershipnerates haTibeapeyhmbéepiof cae ®
in former Czechoslovakia wild.l continue to steadily di
in particular in the 1990s and 2000s, will have more

growing shrarpe of! eoldeeyt methirglmcnumber of mini mum cont
the Czech contributory scheme in the future and may h

The mandatory Czech pension gedtaemdcaecronmpohensef aand aa
flragt epooent. Theeltatred ngemponent is calculated by mu
wage with total -eampclrauyanhe ntSosnmpee Inlosn count towards accru
and enter on top as zeros in the caleunyané owhofi ¢ he
el iegifbdr theeé¢atmridngo® mponent receives the basic pensi
the average wage.

In the Czech Republic, pension contribution rates are
employees (6.5%ti dmesar eomaazathetl bbbt hr eelaatneg ch gasn d

basic),,asndr divabi |l ity pensions. The contribution rate
hi ghest in the OECD, along with France, Hungary, | t &
aerage wage, the total effective pensiagr daoanttrhiebuti o
OECD in 2018. There might be a bias in this comparis
rate is earmag&eand osurodidvor pensionwnt Eorelny t@QKGCD g |

countries with contributi onemnmsitcerss ,t htahe aC zseoc H i mamtcrei
is 7 percentage points higher than the average.

Pension contribpaitonofrasesi aresecurity cantrlinbuti ons
addition to pension contributions, Otmpbonyeebuaandnempbd

heal th insurance, respectivel y. Empl oyers pay 2.1% f
i nsurance. This leads to a véwyibnhghatet af abdawmioalt ¢
addition, pensi on contsraonbault iionncso naer et asxu bijre ctth e oCzpeecrh R

Anyone earning ,00e0s spetrhamonzhK i3n 2020 (8.5% of the aver
to social securityncobnaccbuei pemssiaon @dmteist | ements. Gi
wage is 40% gpd weégee ,avtehi s means t hat anyone working m
the minimum wage or above contributes to the pension

Contributions are patdmens ¢heniangs agep wagkogmati onal
is equal toa¥.etmgtei magettbmsed on the OECD harmoni sed
was introduced in 2008. Earnings above the contributi
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i ncomer att@ex since 2013 such that the total sof t he
constant above the contribution threshol d. The de
political choice; however, this spexifriact erse xfuosr bhei
earners might blur the boundamhdstheeween pension

e specificity of the Czech pension system is to
that is computed for the wkotétWwemlennhg I iofega
d on earnings duringgthlatf fepeeinceée. bEbiassmakbse ¢

o =2 O
Q @ S
n
™

(7]
—h

ar from being a |inear function of (uprated) p

earrmilmged pension gives 1.5% offeaheofebference.
culate the reference wag,e anwueryepred @rres Pievne i fom
r which income thresholds ar e 38®Bpliined.0189p (t4o04 %
average wage baseidom)n, tthlkee nwma d e@ niad fdwelfliynittak en
i s thresholodn agmay nihregCZ &nzsqi, d® 0% of the average
ly 26% of the wage is taken into account. Earni |

- ~ c 0o -
O QO — o
(]

> O 6 o ® 3 T TS S 9 T

ither dtoromonnaorni bf or the calculation of beenefits
86 are taken into account for the reference wai
onewnyde aver age awdgleat eMomperi ods are i ngladreas.i n t

r ® ~» 35 O

wer accrual rates for higher wageaesclreal tata Be:l

crease. Up to the first threshol d, the effective
. 5 %, then the effecti We 5&c @arn u alh esehpaernpslinyg sdaricdapgps, t aof
ich it gradually drops further.

s B
>

Pa-ti me work is treatediime twoe ksame cwaiyalag sf Ul.I5% of
for each year of service. This meansonehayte arf, stohmeso
counted as one year of contriwageons. | Ofvercoanompal
someone working full time for the same hourly wage
wage formula, the impact danomansi o ms ieixgs demmees ncdals &rs
working |l ess than & 1M roif muihnew a g emet ra thmatdi@aonnds neor e
accrual t &EkUe, s 2p0l 2alcbe .

Third tier

The tthierd i s a voluntary, S up p kseunbesn tgaernys, d of nu | sl cyh ef nuen
based on defined contributhsaors@®PC€C@. prtodals$ o oif nc loumc
insurance companies. Compared to the first tier al
adequacy, the third ti@&ly p2lthyls a rat her minor role
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Public Expenditure

Pension spending in the Czech Republic increased con
2013 (from 5.5% of GDP to 8.6%) before dropping to abq
abovbB@ECD average. 8 OECD, 2023)

The containmentdiafurpeubraiyc beex pesrcri bed to several refor
including the increaset hwatlIslt agtuairlyi ze ttihe mewnmb earg eof
year 2030.

The fignaonfcithnhe public pebased. sThe mmpaicei wagié md brut i on
amounts to 28%, whereas employees provide 6.5% and th
fiscal burden supported GBycwar keronntan dtutt B eoméesg paler €y earnso n
in thel @R@Ding |l e room tmm d¢orctrreialset ipems. o

The -aded i ncome poverty rate, measured as the share o
bel ow half the Czech median i ncome, i suarleltaot i7v.edl%. | ow
As in most other OECD c¢oentproivest ythmhe seisskwi o¢th m@agleatamo
from 6. 5%-7ffspeatd lse 6® 9. 2% for those aged 76 and over
are much more | i-kedory tlwarb eblli.ddxX namde nwomen versus 2. 7%
among the 65+)l lasotihnerneEdDy caountries, with the OECD
16. 5% and 11. 6 %, respectively. As in al most al/l count

compared to ol gedrmeeni &yl ar g alr greermbpea v ehrotuys erhiosl kd so ft haar
are more common among women than men.

Net pension replacement rates for average wage earner
above the OENDsavOEE@Decountriwsnaometwopketsec{hkoe de:
as workers earmgiengiom&lefr efarawygemg®dpverom owlich results
repl acement rates for them than for average earners.
Republic where néetesr é&miveheagdgrt eraa ners ar By high at ¢
conthagther earners (twice the average wage) have rep
wage earners in the Czech (RELDhI 202041 % ver sus 60 %) .

Forecast of public expenditure
Publ i conpeenxspiendi t ures as a share mdstGD®E GO ec ceuxnptercit eesd.
According to EU projections, the Czech Republic is am

increase.

However, between the years 2020 athea e20 30 ndeunet taog et,h e hpe
expenditures ar es elgiogatdPley Afotnesrt atnhte (year 2030, spendi nq
ratios is projected to grow sharply, rmamtlgleedniy t he i
a wave of strong popul ation cohorts entering retireme
8. 8% of GDP in 2030 by 3 percentage points to 11. 8% u

8Data is taken from t WebIOECIKD data platform at
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After 2060, pension spending is pmoijtldettsd Iteoawe ctrhe

pension system and as the average validated contri
The -oada dependency effect represents the change in
to population ageing and the &eégllidete iisn ewoirkd mtg tpho
effect is the main driver of the increasgein pub
dependency eb&afbkygt of Eseptarby the coverage ratio ef
consequences of reforms that aim to |imit-agéde numb

pensi ons.

I n the Il ast decade of thgepdejpentdiecaaryhdedrifihadcn hetshe
decrease of pension expenawtafrestarsond ddedearsdtriadres f
(EU, 2021

FiguBézech Republic: Forecast of public expenditure

11.5
11.0
10.9
10.5
10.0
9.5
9.0
8.5
8.0
2020 2025 2030 2035 2040 2045 2050 2055 2080 2065 2070
Future replacement rates in the Czech Repuwblic wi
among people with uninterrupted careers. Mor e prec
mal e wor ker at the average wage iwmi 1119 4i0n carneda sien bledt¢
about 3 percentage points. Thisnsmabutioorbeaseéeostye
the rise in the retirembpnptnagehdromtéleébointhbel?
reforms had only mhnooki eéfexpectdheyeadpust ment an
in the retiremeaduage] ifleéei sneaspeaft in retirement
men between the generations born in 1956 and 1996.

I'n other OECD countrilels,hdwgimuah edttnrheerepd meefmeandt s
ratledMexi co, Sweden aantde dP adledertpd ,n gl esgrisglemi ¢ ref or ms i
unsustainable DB to (notional) DC schemes and have
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in repl acementThre OECD average wil/| decrease by about
retiremeonrt aabgoeustOELQDH. 2020)

Figa®eézech Republic: Components of change in public

M Dependency ratio effect [Jll Coverage ratio effect [l Benefit ratio effect [l Labor market effect Other Public pensions to GDP

-2

2030 2035 2040 2045 2050 2055 2060 2085 2070
CCO &R,
Forecast of debt |l evel s
Af ter a dramatic i ncrease bet ween t he year s 2000 an
Republic hatso manmigtedi ts gener al debt to about 38% i n
year s, gross financi al debt willdespiaré¢é yt eaceends 4@ &, a

rise iexpaimbd.ifciug e

Data can be down!| 8achdd datt at pdve®E®D km at t he


https://stats.oecd.org/Index.aspx?DataSetCode=EO103_LTB
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FigeaOeézech Republic: -tPerom egrtdsosn foifnd mmigal l'iabilitie
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e: OECD Economic Outlook Mo 103 = Created with Datawrapper ECO ﬁwl-u{slIuR 1A

The Czech Republic established a voluntary funded
sysm in 119 9%4o.rr es phineds pe®nsi 8n, according to the cl
by the(©OB@G@PRI!).&Si nce its creation, the Czech funded p
several parametrditaangeasn.d structur al

Coverage

Nowadays, the coverage of the suppl mdmt arbyY % eorfs it &

wor kage population participated in the suppl ement a
range when comparing i nttaerryn aftu nodnead | pye nasciroons ss ysotl eunms |
Participation in supplementary m@mengsicomesciPamé iicn @t
below 20% for individuals aged 20 to 24 and bel ow
for individual s aabgoevde 4600 %.0 P6alr,t iacti poart i on t hen decl |
exampl e, -6i9n atghee géoSuongd, aat hird of seniors save. Part
i ncome. More than 40% of individuals i n tshke ifnirst
the last quintile. I n addition, parti eiepnaptliooyned s h
(55 %) .

Tot al contributions paid by participants, empl oyer
2013. In 2019, t ot aledc dnet roif b GtDIPOo n ST hii spri ess ebretl ow t h
systems in Canada, PorthgalUni New Kieatygdooh éabedt ween
GDP), but above those in Austria, Hungary and Pol a
The average | evel of cpantrs buée mainss plaow des piatrd | € X

The minimum contributiosk TG0 pdr mpamthci faweéevers, Ca
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contributions r @M N aboluwd G2A2K of t he national aver ag:e¢
is the maxi maim @ameustatéd matches. Ol der participants,
seémpl oyed wogkerscpayrhbutions.

Tax Treat ment

The state provides significant financi al i ncentives |
support consisstfsori ni nidnicveindu avles , in the form of a favo
state cont wiebdt iasns,ncaeantives for empbcoyndarrs ,buliy om»se mp
from soci al insurance payments.

The tax treatment of suppl emegn@aIiNEiBeaesn scisoonnt rsiabvui tnigosn sc a

are partially taxed, whil eonepaymenons iameestamemnt eandr
conditions.

Contributions from participants into transéawnrmed and
incomaetr€Cbutions of CZ&0380mapthoacC&Kmatched by stat e
Contri abtoiven CZXKO 1& vy e adre daurcet ithdxe up t o ENZpK o2yder000 a vy
contributions are not considered as t,60x0abal ey eiamrcome f o
Il nvest ment regul ations

The supplementary pension pgerssuireamcfeumdshetme geaguamtese
negative return on annual basis. Pension funds had to
fund. This reserveshontdabée oaskdr tbumwmds$set |l osses fr
given tnheegandn gguaetatee. I f such sources were insuffi
covered by a reduction of registered capital, which <c

Il nvest méotr mpaerc e

Il nvest ment returns have been mostly yeadsnibgt hninhe
nomi nal and real terms. Whil e, in nominal terms, the

2.0% over the | ast 1®Deyxeanbse r (tR2dadshhoenl y2 000.49 % f or t he

years ( Dec eDebceermb2e0rl 4201 9) .t hlen arvealagteermpras,f or mance has

over the | as+t0.19%% yoevaerrs tahred | ast five years.

I'n international comparison, t he Crzieecsh Wwietptubtlh e I|i swaes
average performance. I'n nomi nalabtl er nsa,t aa nugn gt oc oDuenctermb
2018, pension funds in the CzechyeReapuadVdrcagree caonrmrduweal

perf ormance, and the seconlefyowest in real terms afte
I't is suggested that the | ow perfor maengieess tdeuss tfa om

the annnabanbwme return guarantee which forces pension
certain capit@OE€CPgu202mment s.
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1. Strengths and weaknesses (according to O}

- Lowdequacy (OPI 0.5%), medium sustainability
0. 12%)

- A main challenge the Czech pension systeens f a
guarantee minimum income pensi on nhcaes tbheee n1 98n0
therefore decreased drastically relative to w

empl oyment ratleosw amdcomecdrmequatbthboygl bvaki &or me
as the numbers of tihsehsees ,p etnhseroen ewisl Idibme nan e v ¢
and diversify the Czech pension system.

2. Tax treat ment

- Pension plans in the Czech RepubX irce gqirme g ewietr
of individual <cont rriybyteinsnsont @l sanpsp I(eTrReENt a

3. Contribution rate to funded plans and spl

- Tot al contribution rate: 28 %, 21. 5% ar e5 % oavree
covered by the employee.

4, Asset All ocati on

- EqQuit2e4%), bills and bonds (81.8%), cash and
schemes (2.5%) and Other (1. 3%)

5. Obl i gatory character

- The stat-agoryemdidon schemewag®aernse rvsi,r tswarel ye cao
inactive indiavindgalosspandareempter mitted voluntar

6. Paput options of funded pl ans

- Voluntary supplementary peonnsg oofr esfanvxiamiau i € yhem
| upspum pay, possibility of inheritance in the

7. Contri bution rate to funded pl ans

- Empl oyees contr i btuot efdu nOd e7d% poefn sGDoPn pl ans i n 2(
whil e employers caomter ish att ed 00.126% and

8 Il nvest ment perfor mance

- loyear average investm2halr@¥%e of return 2011

- At the same time the OECD average was 3.7%

Addi ti onal information and results

T The Czech pension system consists off dupdeldi c
private scheme. The public pens(iddtni easngdh eanre has
earniredat g®tpaemt) cul at ed aacpcroorgdriensgs itvoe f or mul a.
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T The public expenditure on pensions 1is

projected
period, mainly -algd vieenp ébryd e rhceey od fdf ect .

1T Replacement rates wild/l remain constant for pensio

T Fundensipens perifokml poduleyto the minimum yield gu
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25. Ger many

Demographic profile and demographic forecast

Germany f aces

popul ati on.

a

pronounced
From 2030

trend
onwar ds,

of an

the overall

ageing

a

popul at

be 83.4 million peopTlkis ide2d¢sl6dpctdnmud dnyii lel i soingni fi c
increase in the age dependency ratios: the demogr
ratio of people over 65 years of age relative to t
in 2019 to (bPdab®di he2@XPectancy at the age of 65 i ¢
19.5 years in 2030 for men to 23.4 years in 2070 a
2070.
Tab6:6er manyemographic forecast
2019 2030 2040 2050 2060 2070 2019 -2070

Population (thousand) 83,077 83,442 83,163 82,631 81,812 81,711 YN

Population grow th rate 0.2 0.0 0.0 -0.1 -0.1 0.0 A

Old-age dependency ratio (pop65+/pop20-64) 36.1 46.4 52.2 52.8 54.3 54.6 7 e

Old-age dependency ratio (pop75+/pop20-74) 16.3 17.8 23.6 26.2 256 274 ,/J

Ageing of the aged (pop 80+ / pop 65+) 30.8 28.9 33.0 424 39.2 42.0 R

Men - Life expectancy at birth 791 80.6 821 83.5 84.8 86.0 ,/

Women - Life expectancy at birth 83.7 85.1 86.4 87.7 88.9 89.9 /

Men - Life expectancy at 65 18.4 19.5 20.5 215 225 234 /

Women - Life expectancy at 65 21.4 22.5 23.6 246 255 26.4 /

Men - Survivor rate at 65+ 86.6 88.8 90.4 91.8 93.0 94.1 / ’

Women - Survivor rate at 65+ 925 93.7 94.6 95.4 96.1 96.6 /

Men - Survivor rate at 80+ 58.8 64.4 68.9 73.0 76.6 79:.7 /

Women - Survivor rate at 80+ 74.6 78.6 81.7 84.4 86.7 88.7 /

Net migration (thousand) 2774 248.2 240.7 227.0 2214 214.2 \o

Net migration over population change 1.6 -11.8 -7.9 -3.0 -3.4 7.9 ‘\7’

‘ CCO sz

Regarding the
steadily decreasing
214,200 Mingr2at7iOan i s
decline.

A moderate i
2030. By
and from
forecaathb&)d n |
dur ati

t o

on of

and for WO men

retirement

reti

ncrease
2030,

ne wi

devel opment

net

mi

on start.i

ng

from a

o demogt apmi d nffdroevsastEu
grati

therefore setpetche dt nteondndfy pa

of

t h

rement

t he

tolpenemd n sotf a ntth ed eaweelr a g e

for

average |
thecaneasagkr e rMebm aigne y2e0a2r O
64. 53ygaans st 6ForGosmw o2n0e3n0.

me n
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onwar ds,
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tmo r e
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TabT:6er man¥gxdst amgd expected duration of retirement

2020 2030 2040 2050 2060 2070 2020 - 2070

Average labour market exit age (CSM) - Men 64.7 65.7 65.7 65.7 65.7 65.7 AT
Duration of retirement - Men 18.4 18.7 19.7 20.7 216 22.5: (84 .,_,/l"
Percentage of adult life spent in retirement - Men 28.3 282 29.2 30.3 31.2 321 M/
Early/late exit - Men 23 1.1 0.9 1.0 0.9 1.0 NS o
Average labour market exit age (CSM) - Women 64.5 65.3 65.3 65.3 65.3 65.3 T2
Duration of retirement - Women 214 225 23.6 24.6 25.5 26.4 ,,‘/4
\l;veor;eer:]tage of adult life spent in retirement - 315 323 333 342 35.0 358 ',-»//14
Early/late exit - Women 2.6 1.2 1.0 1:2 1.0 1.2 \w

The labour market exit age as calculated based on Labour Force Survey data for the base year and estimated by the Cohort Simulation Model
thereafter; ‘Duration of retirement’ is calculated as the difference between the life expectancy at the average labour market exit age and that exit
age itself; The ‘percentage of adult life spent in retirement' is calculated as the ratio between the duration of retirement and the life expectancy
minus 18 years; Early/late exit is the ratio between those who retire and are below the statutory retirement age and those who retire at the
statutory retirement age or above.

sn Gt v CCO ausge

The role of migration

A apr t of the negative popul ati omi gdreavteiloonp.melnrt tilse csoarE!
without migration, a far-ageepopul deconnaged 20et wob6 &i

Bagde on a -avge kpapgul ation of 49. 4 mill i omi grnat2 0o2n2 , t he
scenari o would declbiyne2 0t50 3a8n.d8 3mili.I5nimihe i some nbayr i 200 6WDi .t
mi grati on, there is also a populeastsi opnr odndocul nitnged,. but t
scenari o with migrati-age phrulretfieanr i wigl Iwookliywgdecl!l in
peopn e2050 and to 44.8 million in 2060. I n this respe:

the decline -dage trhcep(@liog 2 @ g

However, @tosmitgmwva&tinon is not able to compensate for t
age popUhat-ogpa.dependency ratio is stildl expected to
to about50®GOandn f2WOrther to 52.6 in 2060, hewvnréemrian i bme |
(Fi gerleGi ven the assumptions from the demographic pr oj
agsetructure and fertility beda ween miigpreaanetis caanrdy rteosi de
hol dagéddependency ra3d.ohcadaeffgae@e worudmiche hi gher

compared to yearly nto¢t M8Qr@ad 0 ome @@ b A sajuécitnegd a(n

ol-addg-dependrauwtyr al mi gration, average annual net mi gr a
far the | evwiltshipnr otjleect®edope of the Ageing Report. Th
period up to 2030 and beynonnudalt on e2t0 4n0i,g rwahtei ho. N8 2weorual gde haa v
mil ain@n96 milkesperctivel ypget delpeametntcey aledvied .at t he 2
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FigaeGer manwmligae

FigeadiGer manyemographic forecast wi®R2068nd without mi

Main scenario: 20-64 == Main scenario: 65+ = = No migration: 20-64 = = No migration: 65+
45M L P e -
40M TTTemeeeee. '"-~-__-~
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Source: Eurostat Population Projection * Created with Datawrapper ECO %té;;gz:cf

dependency64)atiim t(lbed +ma&iOn scenari o and v

== Main scenario = = No migration

65.0

55.0
52.6
50.0
45.0
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Source: Eurostat Population Projection « Created with Datawrapper I:C %té;%.ﬁ:{f

2.5.2. General architecture

According to natdmpaailf iacnid®ocugrecmetsr,ylt archi tecture o
pension systedesesr cboephoméayai 8 n "dMhetr elfbpsi Ipleanrsi on's

from the statutory pensfioorn esncph eonyee easr ea nnd2"fApd alti darrys e r \
occupation p3edmislploassr agared pensi oman daateo rbyo.t hH oawbenveerr , t
®The corresponding dat af rfoom tthhei sp ospeucltaitoino ni sp rtogkeecnt i on, publ i sh

codRROJ _2BMNHPe values might diffeapdrmtom those in the ageing r
1Gener al information for the Ge /neaun spcehnes i Roem tsefusivder bsli i cshkepr wubnigi s h e


https://www.deutsche-rentenversicherung.de/DRV/DE/Rente/Moeglichkeiten-der-Altersvorsorge/Drei-Saeulen-der-AV/DS-Die-drei-Saeulen-der-Altersvorsorge.html#:~:text=Die%20erste%20S%C3%A4ule%20bildet%20die,ist%20Privatsache%3A%20Ihre%20Private%20Altersvorsorge
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t wo schemepsr oammoet etdaxand subsiAdicoed i mgt ittdore tchlteeast3ei. f i cat i «
mo d e | by the Q@PQCPR tdyectaildn pensi on system comprises:

T The guarantee of a mininuwmimys pbfsictesiesrn 6e nloéveal proncelp
function of the German ol d age pension system but
assistance(@neuansdwsriecsher a)Thei mcAlemer i $i eancedl put ax

of the general federal budget

T Thebl isd at ut or g gtpeepnrsoivoindeesc dmodf un etri ohtad iheéeresf i ts
are eadepegdent and are oriented towards equival enc
Benefilb@ased eon compul sory contributionst afnrdonpensi ol
contiromayymeaot s fgwhnst it utiThlge psetratodtsary pensions prc
earniredg sotltelde pensions as weénsiasng oandudivs aloirlsi ty p
Financing is based on PAYG principles.

T The Ger man pensovohndlesbode!l f psmepplodment ary or addi ti
occupati on &lunpdeends iscergso i dhsedsheeeiBist r i ebl i ched Al t ersvors
are not Il egally required but aOecapahobooeds i pergoi | e
are eithery otrtymnd meldoywer s or contracted between the
pensi on providers and funds. Empl oyers can choo
i mpl ementati ohhanedmpluagyémgei t her finaompkéyensi on c
or bears @& @anttr iobuttihons together with the empl oyee

T Thitrtidemdi vi dual pension plans are voluntary. I ndi vi
ol-alge income provision. Individuals mayfcbmose an i
a range of Iniccee npsreodd uicntssur a

Qualifying conditions

The requiremectes viog -ags tmeanmdairan odrde reaching the el

fulfilling a mini®wMomordsoganhoetper iFedler al Mi nistry o
Af fair s2g BsMAESH daag ple md(ddengul 2re Al S epayaemgeabitgirng
period ofNo5 eyngarnd . ement is associated with an insurar

(OECD 2021gq) .
Current and future retirement age

The pensionabl e iage ebbdirgryadouraslbloyt h me nbya ntdh ewoyneeanr
2031ln 320 sheandard pensionable age of 67 wiDule apply to
to the gradual increase of the retirement age depende
agepiesdrnbehe adj ust menti np2t0Redrde evenitti la g2e0 3ils. 66 year s
applies to people born in 1958.

Early retirement is poteirmlenforapeesoesowdsh | ndpgvi d
be reduced per maAlesnalhfyagp ye dc 8% et i red month pensioner
statutory retirement age. On the other hand, postpon

2l nformation i sASWwWebvidkd via BM


https://www.bmas.de/EN/Social-Affairs/Old-age-security-in-Germany/old-age-security-in-germany-art.html#:~:text=A%20standard%20pensionable%20age%20of,can%20retire%20early%20without%20deductions.
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pension accrual of 0.5% for each month worked af
retirementat st pesagbdlef 63 for perebnat wiebsan3bng
equi val ent to the#ecwmndintsuomnoé. | Begause the incr
retirement age to the age of 67 by 2030, the maxi
14 . 4 %.

As regards the penaltyexXiost aspegcirfeitd rexmempt i direg ef
fexceptionl@bcbtgr ddingS®@f or Matiimnur ance record of at
Such persons desondesisdénrmreag) Ddhey Vaensti emporarily
age pensitondevd u chtoiuons currently at the age of 63 a
|l egal retirement age from age 6-ageopeaegei 6, wi hlkeo a
penalties (unddr otf hel5r euitrrérment i on yeprsd wheél agé s
of 65 by the year 2029.

Fi rtsitemd setctome&ensilmywst he public pension scheme

The statutoarye pleanaséednen compul sory contributions
subm €tontri bubor ysrusbasytnietnuttsi n gt dpegrriéevoedds, f or exampl

ring for childPebbaondi cepepdamgiespeher oabdas wel |

_‘
T W < 9 O =

c
sur vbpveonrssi ons and disability pensG qms.nchipdarsci Mg ip
assedcsumul ate for the fundiTrhe onfajpear giyo o fe retmiptl logyme
servants are covered by the flmsdar e Uil Socygmp ulsuo
employees and ceré¢emphogedup¥olodinteaensibheufamcealils g
0

ver the age of 16 years I|iving in Germany and for

The recent introduct({@owunodpPrmrbeiades fpemsa onompensat
earnings and tpusnwepkeneftbgquéessa] emicyli milmviest bme

is provided only in céHfimmiamateidomndi tMmeainaet alelsyt etda xs «
payme(MBraundsi chera)ibei st Atuéepry pension sysaem itse
m nimum income. ihie tsheatfuitrosty fpieearsi on system is oper
the Ger man Federal(Déuntssiclhemc ®Re FueonT. & esicdlvarlunger va
pension scheme is operated by the Feder al Mi nistry

The erigpd¢ of benefitys pfememoinhe ystt @tmutderpends on epi s
and/ or insurance and on the |l ength of insurance pe
compul sory insurance and contri but ierni godasy mernd st rf e a
as compuwingorivbud i omoperitdeés cfadcul atfioorn tohfe pfeunlsfiiolnnse
the waitinfGhepeei ade, accordiangitng MIe3$SOA,s alpi ltd a

years per child, pelry odasr e,f gderfioatdhsarly foorrs tf@itnuiit o r gy e my
periods of receiving benefits. Some epi sodes ar e
depending on the type of pegAsrenhnBuogikrzeecpteasntefd p
sickness | itahabn, pregndocyn@andnaenaples nre 1yt , or Wi
BMI SSOC (Mutual I nformation System on Social Protection) is a

we | fsayrset ems of EU Member States. Wakl.MhiE8OM@ai sobabpdrnaneanichl e
bet ween -GomemiBWi on, national correspondentstaedpzoMpas®@elascr et
LI SER and Applica under contract to the European Commi ssi on.


https://www.missoc.org/missoc-database/
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pensions, studies ot hlei aher ydau s otdisermafiosidnighdi p t o
age odrellaccounted as c ¢Bieri gekaitdotnd peanmgdeadeso t ewar
military $edeteasion due to political reasons before
peri(diad s at zoz)e.i t en

Cal cul ation of benefits

The German statutory pension system is often describ
Ficher Ger many) as bedesgcontenbeat(iMmuwealicagzlpenaegi p
which basically transl ates +#thké abemdurmtondfi buwtdii v gluiht

pension entitlements. The calcul adail étemdofpopehsi sgiysbem
Determaotogsfaccording to MI SSOC are essentially the
entire working |I|ife, years of empl oyment and contri

periods such as childuanhdfygrcbathmlolhuthdyesandbeaokf it
mPB s calcul ated 1bgseumu bckefr pbpiahgeaPBRMA grepcsiomtls c he

Ent gel ©pduentketremi ned during (B anogpemed oiRIAffdypby factor
MRRentenaolhhadateccesH fAongaemgddfdmd current pRWsion valu
(flaktuell er ORent enwert

The pension formula for the calculation i s:
mPB=PEP x RA x ZF x aRW.

D) The sueandp migiffiesr s°nl i che EMBER)elstupumsktfea dm t he i nsu
earnings for each heearatdiownmiaded vier age of earnings for
t PEH or speciofnitadai bohory periods and supplements for
peri #&6ds. each year of contributipooni,ntas, pevihs ¢ah nmreddiccd
empleo§rel ati ve earnings poyicdmabehri buaignven yvéaar | evel
earnings of contributors results in one pension poin
over his or her yewarkindg ok i fwd i arhg sh besx aocrt | tye re qauar niaver
earningssum ®fEP45 times 1 is accumulated. Higher cont
benefits. Yearly contributions and entitlements resul
annluaearnings up tooxianmadeeillyi n2g0 004 odpptrhe rel evant aver
2021, additionally, individuals with | ow earnings and
and certain other relevant peri odad Ifedei gr @genhedom pe
(beneath).

(2) The sum of earning points PEP i (SRemuletniamltifeak tbhoyr a
RA). This RA reflects the pension typeag@geadpemsei oef erri
is calcul ated wiaddht ar pefnsl.onl & yipser GienBriasn .r egar ds

3) Theat hematical epuwmdeirtsonfal peaPBPngnd t he pensi on
type f aicst omulRtAi pl i ed bZHfEZbhgangsielhltkda ¢l ows t he age of
the insuséeadrat ofhpensieonf patysnernMilds almdidormet he case of

early pensionsfiuser hd dmgretelas ecase of a pension defer ment
retirement age habeb&&nbakbaohbhed. the advamtfages and
di fferent pemtsi penEa&emdyg tr etmer ement is expected to be a
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retirement peri dtdead& eqgoaal s drsatfi rae npeerts omer i od st
from the statut ofyaagei pemearvtnsagesar | inerl, Oi,t aind I|i s :
pension starts |l ater than the standard retirement

(4) The mat hemati casumpmpettsonmnadtpeRBBP,ngt he pensi on
factoand®RAthe access fpadteiat hca®r ent pleungsiik ® m e lviae r
Rent eow®&W) . Thter a®Wpontdhe mergtehlpyeieslodmnt he st atut
pension insurance withouwernmeduaitddaimm ytehehgeoear nbog
ovdrhe redeemdarg Yharcurnewbhl peamsdRotdefonaldl annuall
on 1 Tlhuel yadj ustment is basically in I(iMle& SMi@Gteh ¢ han
current pensi ohulkhd leamsBmtfé 1Ear ot Heo raonlidnteh ne w
fBun d®ersdéeTrh e rcenrt pension value forms the basis for
pension benefits paid.

From 1 January 2021 the pension is increased by ar
are at | east 3 3 syieoanr sp eorfi o"dbsd's. § pTohpes nlneati tnel ry ctoor rceo mp
contribution periods from employment, child care

earning points (EP) earned from the basic pensio

t hose bnassiioch ppeer i ods ttihtaut ircemmalhl yanddfnisned mi ni mum v

EP per month and 0.3 EP per year, equi valent with
year. I f, fApetahs odsbdbaci cot hensaivenm agearliva'dmaes iocf pens
assesspmeernitods” is |l ess than 80% of the average ear

s
calculated for a maximum of 35 years of basic pen
period between 33 and 3bbasyiecarmpen saino na ccwpnall e mtg i s
basic pension benefit compensates foittinsurgarmmd e
depending on income. Basic pension benefits mitiga
|l ower edowievtge , basi c pensi oments mfotmianicmump oi hc ome
inherent to the st aviwnmtiomuyn gercoimen i sy ptreom.i ded i n co

assistance benefits.

I ndexation and adjustment of benefits

The indexation andfiatdg ubs mbaxtuedfeab e pde deski tone |V aelrue
Rent eowWebdaVkeg.current pension value is therefore r
the adjust mentexifs thiennge f@dirss idadrjreursst me nt is made on

benef it mandt ut(@emulesnanpassoyAgsfaorsmelrti ng point t h e
mechani sm takes the developmemnhisofi grdesewhgseedi ah
factor in the aldpuatddienit ord oramut aunnttrs bfudri cofoh & mecd 0 r
contribution rate to the statutory pension scheme
schemens.i ncrease in the contribution ratead sdbnder t I
the financing shuanrtearfyo rp(efplrdiiewastsreo rvsmlr g e aR ¢ edi)é zur

increases the financing burden on the employed p
increased contributions Bwi theutosnharibugiiom fhRhetoos
i n tdhj et sd memt tfroarnsuler s a part of this financing bu
expense of a sl ower benefit adjustment. By anothe
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pressures fromagecdepshndgnoydrati ass aire baassidderned.
sustai nab{Ma cthyh aflatcitgoiefi ttsHfea ktwomber of contributors f al
number of pensioner s, which is to be expected in th
demographic devel opment sf,actthoern wichlelr eslduesatdaiionmsbi i mt pens
adjustment s.

The |l atter two adjustment factors are expected to sl «
paildf. wages stagnate and even more so if they fall,

reductnioom nian sgen®irewent this, a safeguard clause has
adjustmentgdar muth@ads homi nal pensi oHoswenvaeyr ,n dtn decer ecaasse

that adjustment reducti bamaderteapomittatgeesihiué hegngmave to
then has a negative effect on the auwWpubameot ihen he
additionally sl ows down the pension adjustment over s

Disability Bpevregsibems ndeoyngsrente

Persons bel owy trhet i gteameudt o paaget i al |y or completely,

permanently incapacitated for work, are eligible to d
5 years (EU 2020d, Ageing Report CountryofFilcehses f or Ge
than thre@erhadarysi s equivalent with a complete | oss of
pension is granted by a pension type factor (RA, see
capacity is recognised i f atnhde spiexreshoomiawo rpk & kBettcweemstlh
parti al disability pension is granted with an RA facH

calculated by the pension points already accrued bef
and addi tsiiomalp opdnrtosn baanseassumpti on of future contri bl
course of the previous emp(lGgynmaentgedpakdau.nmhAacevabuabi
whet her the | ast four years before thendtbhabbéneflista

amount . I f t he | ast four year s before the reducti ol
entitlement, these four years are omitted from the ca
Deductions are calcul at ed ei ft hpee nsskifonndse nedrnet calgaei. meFdo rb eef
month before the standard retirement age is reached,

benefit (above). I n connection with the claiming of a

Il imited tat$6h8»wR¢Delkaveng 2023, p. 17).
Survipensi ons

I f the minimum insurance period of 5 years is fulfildl
to a s@wrpenwdirenmar r(é iawi@alroner ship must havearexi sted fo
The améumtheowi dow's pensi on depemdshion/ here .cshuarva ovti enrgi
A "high" widdwo@epwemd oWi t wedrsremteali ted i f the survivi
hi mself or herself innodpaaigled toards, t s 4sh tryali &sa snigo pd .

rate widow' s pension is equivalent tobobf5bWmeobuthievideage
spouse does not me et t he urablowenm sc(idine € niea-, Wna wemal |

Wi t weror)esn tpeehiesdmal | pguoal en28% of t he® dfewlelasppan piears.onl t
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l'imited to a maximum benesidepiegned aaf 2 heiadging |

unt
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The
t he

Fun

I n
ben
deg
Ger
t o
Sec

il such time as sur wihwdrrs.ugprkeeegpbl e to provide f
| dren of deceas®daliasemtidt ped tAo remuomrpmem'ts fpe
ment of the orphan's pension is that the deceas:s
"waiting period" before hihadeptah.d TPlinsi ma@aan N s
tbutions for at | east 5 years or has already r
urdaheeorphan's pension is intended to compensat
eased in the eventorofbottHer pd@aampmit sef i engener al |y
il theuadgengofstluddi es, school or vocational train
O receive an orphan's pension beyond .t hletheage o
unanobr@hmpensi onatedateothel full pension benef.i
enth -bophaas$ ffainfdt omnfeor doubl e orphans.

combination of an own pe@spenseéeonhitkeamsent ophus
s iisr vpiewos i on.

deedc osmch chittd er pensions

Ger many, the public statwtoregrpénsacoireidmalirdamce
efg¢uarantees equanmdl eonh tbiamrsbeadimidboenef i t s and provi
rée mai ntenancestafarddheaddivi hgn to the ,pubhleic pe
maystadn o i ncludasdffdrded omponents. These two art
i n t hsep eccoiufnitcr yl it erature as tiGersmaaopenamnont Biyis ¢
0 heidr OC C 8 [petnisd m ntsh iarndd r private penmandat amrye. bo

Ho we vbeortstt he mes -mmremdtaxd and subsidised by the state

Occ
Occ
Acc
occ
of

emp

The
fin
con
by
i n
pr a
occ

The
for

upati onalBepenseibdnsc he 0 flrtee rcsovnopriseotiregleyt elanpd f pnded
upatinsnadr eplvaol unt ar vy, however they areoften |
ording to the Feder al Ministry forfma@adbfourheand ¢
upationffal AsectldPsSy (rfQo umrtof i 1l e Ger maap 2B&9hpl Mc
the employees are cover edEnbpyl ooyceceusp acta no ndae mapnedn sti
|l oyer convert parts of their wage or salary int

empl oyer fiemancads meentsi cdry c @nteriitbthetri amsmpdret £d
aacepart of the contributioBmptogeéeébehawethheéeher
verting part of their -wabHEedmg'es dluawpnidunslhatfear
OECD avum &dloasy ac@nOECODs i202 1ant p. alédpmpany pensi on
order to receive a company pension | ater. Al so,
cWi tbin the MBrgtep ¢ uonfwainlde ue gl ceweme ri buti on i s pa
umatli d unding plan by the employer. The payment

employers choose the form of i mplementation ail
m of nitmpli emesome companies, occupati oneal pensi

Yl nf
Bl nf

ormation AbBrpruiiaseidgbydautivehe fRent efim vWdebsliicnhker un g
ormation is prWwewildenk by BMAS via


https://www.ihre-vorsorge.de/altersvorsorge/betriebsrente
https://www.bmas.de/DE/Soziales/Rente-und-Altersvorsorge/Zusaetzliche-Altersvorsorge/Betriebliche-Altersversorgung/betriebliche-altersvorsorge-art.html
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empl oymentsocorntnr aactcompany agreement. I n many occupat
occupational pension is | aiQl cduopwant iionn aclo Islaevaitnigv ep | aagnrse e
organi sed and manged Bmpltdyereampd iyeakkedsiesés of exterl
providers for the organisat icnc uopfata comwad a tpieonnsailo npse nnsaiy

sever al forms of i mpl ement ation. sThlkeyet e eerdplreyxer sp
(Direktaecsagei butory paymehindsentsd ¢dupplg sleassdn f e
i nsurances or contracts bet ween t he empl oyer and

(Fensi on&%k d@Psesnes i o n&K)f .o nWist hi n dtihree cstc ocpoenhneif tenmepsl tosy,e rt
commit tpempslyomatfhemseNoeisnstituti onal penBhi®n provide
empl oyer f orms penhsiibbanl amrcev isshiecents ainnd beaBy the res.
contributory paymedmutng Bintndrostguzmtiges Kk @snpd myer pays
contributfiwmd. i ihios ai nstitution provides retirement b
benefits fr om.%Ameo tshueprp rpth iefournndp $ posyotedlst & t laitkfee i nsur ance

f oriesmpl oyHeershe Empl oyee is both théehnhabilrierdercger son a
commit ments are the mostf ommpoffom@anodc ¢ upsh e(in@imeadaeg psensi o
und F°rstemann 2015) .

According to the country tphreo fciolnet rfirbouneitl cEsi@i rifa2tdels® ya rpe.

collective a¢egemématsonTat |l ows contributions of up t
casbhal ance pl ans. Benefits from occupational pensi on
| i-ifeeng annoirderi to benefit from tax exempplans I n ca

managed by a pRearsdionndddfieonmbdfsi t s must be paid out accord

pl an.

Occupational pension provisiman nihyr osighp dtraaxme in hbsy. t he
According to information f muomatnhe SP&dabaAd Maniresbhaly o
penscontribution®epsai dndmPeneai onsofronadsdirect i nsur an
(i rektverdogd wrhiemgungor ki ng flriodm ianrceo mex etngpxt and soci al
contributions wpdpto thesai thi hiiftosrt pianysnteanntcse i n t he f o
"Ei gent ums unwaannd | fulnogw i nto the occupational pension L

Occupational pensiwhresn drheyormalry Fipaxdikcombr Eat ehey are
then subgregul s@ry contributions ttoertnh ec asrteaAiantsourrya nhceea |

regards health i nsatraancleo wamrcter ifbourt i loemasl t h i nsurance
compairlisly insured persons Iwasthentcodueexddomho@B®&0pro
occupational pension provision, it should be noted tt
are reduced because the earnings reil@ewvaant iatsl emerats i isn
the statutory pension insurance are reduced.

®pensi onskassen aurnedelritfagk iinngssurtehmacte excl usi vely provide cover again
“Pensionsfonds provide occupational retirement pension (ORP) benef

are not considerekingsuuvader Gedmpécl atwo atmlde asepesubi si on of the Fe
Super vi sor(Bumutersaarnisttyal t f ¢r Fi né@BaRiire)nst |l ei stungsaufsicht

Bl nformation is provided by the Bunde3Memdtialkt f¢ir Finanzdienstl ei s
¥l nformation is puWéblsihemld by BMAS vi a


https://www.bafin.de/EN/Aufsicht/VersichererPensionsfonds/Einrichtungen_bAV/System/system_bav_node_en.html;jsessionid=C4751E742D1FEE351E1E2FD03DA2F599.internet972
https://www.bmas.de/DE/Soziales/Rente-und-Altersvorsorge/Zusaetzliche-Altersvorsorge/Betriebliche-Altersversorgung/foerderung-betriebliche-altersvorsorge.html
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Since,20b8&upudfldan occupati wmgkapreearss ohas obedemwpr
through special Empkoyenrss rwmenpay contributions in
schemesempl oyees with a cur r5em3 eurocsss rteaccesimbes bal ysutp:
It amounts to 30% of the contribution paid by th
fPensi ongafffbendssi on®kadwa a direct insiuchecengb)icy (

4 iiemdi vi dual pension planbBoase Wwhbéiunt peyaswpehaldi ¥ bc
i ncome provision. I ndividuals may c¢HhHaoaoosne aanr ainngset iot
' icensed insur arhde Eracm uaaftk-esa tde @& SRhend B¢ fi -Rp nd e
oMBasRen®elhe tet promotes private pendsoditmmsui amee
Zul agetdax inckeontbhereesfit from tax incentives, the ¢
be licensdd|®mdl me@&quirements

The-csad | ed -RRntes't eirs t htfomaah!|l producéed persons unde
system. The requirements for clai ming publ i c S |

"Al t er svor s eZregretviefritzridegpeungsgeset z (Retirement Prov
Eligible inssurmnste Ipeg oducénsed by the "Bundeszent
Centr al Tax Office). Aitn | eamstt,r itithuee isouhnk eo fi naslulr ema ipde
contributions plus the state allowance,utmupshtasiee g
Thus, providers must guguanaetea M OPBIUBMODbD®Dhefpt 3
be paid out fr om etahrel iaegset ,0for6 Of raotm tthhee agérofm 62 f
2012 onwards. Benef it mu st be paiTheast ht Eelpomgnop

"Ri eeR¢eetre" by subsidizing t he customer ' s payment
all owanceedsastagdeng to the contribution rate. Wi
from the previous yearof tchuer rneanxtilnyu nu paltioo va ndded Eur o
I'n addition to the cRiNegsti dndt Remtl s ubi dRRi e Dther

products are taxed according the EET formula (bene:

incomexaxempt, while the beneftiittphase.taxed in the

Whi | eRit beReenties ai med at sociall yesnsBaeids SRdimstre ed
ai med atempleowged fmember s of | 1 beral apsof eRdriteaist he
after the econowhotplBeydd Ra,rdigpci si ve r ol'Basins t he
RentTeh@Basi s ORenteplrdyat r apvriosniobtye,d he st at e. Legal

ar e defined in t he Retirement toovhei o'nRi Estterf iR
Subsidisable insurance products must be licensed.

Rente" pfosons who have a higher taxable income in
a "Riester pensi omnMp uwluseortyo ian sluarcakn coef fcor st atutory
applies in par teintpdloayredt candhenesnblefr sonedo nltirh éoruali opr
pay mearte-dteadxu c fTihlel ¢ e g al requirements for tax deduc!
Ri esteem®dBBnefits from pension insutapBesafetstamag

Xl nformation Meupsohnid®dnb yim vWderbsliicnhker un g
Al nformation is provided by Weblt.soke Rentenversicherung via


https://www.deutsche-rentenversicherung.de/DRV/DE/Rente/Moeglichkeiten-der-Altersvorsorge/Drei-Saeulen-der-AV/DS-Die-drei-Saeulen-der-Altersvorsorge.html#:~:text=Die%20erste%20S%C3%A4ule%20bildet%20die,ist%20Privatsache%3A%20Ihre%20Private%20Altersvorsorge
https://www.deutsche-rentenversicherung.de/DRV/DE/Rente/Moeglichkeiten-der-Altersvorsorge/Drei-Saeulen-der-AV/DS-Die-drei-Saeulen-der-Altersvorsorge.html#:~:text=Ihre%20Altersvorsorge%20ist%20ein%20ganz,ist%20Privatsache%3A%20Ihre%20Private%20Altersvorsorge
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be paid out from theoagd rofm @theatagtehefe &r2l ifeogt contr ac
2012 onwmartbkseutpapphase, a | ifelong imbnawdy pension mus

Public expenditure on public pensions

Pubic expenditure on peneifornesm ilsl % xtpoe clt2e%l otfo dDnPc ruenatsi |

2035 the increase of public expendituwrsé owisl lwidll owedo
12.5% of GDP in 2060 and Tilh2e. 4d% nianmi2c0s7 Oo fr epsepnescitoi nv eel xyp. e n
be broken ddadwemeinmtemctyhe at i o, the coverage ratio, t he

mar ket effect.

Thdependenceyf freactti oeekeivettusi bh of the r ataige6ddf t he el d
and pveo t hagwomplbiprud ati é6mn @6 gywlajatsi Wmi | e 3 hi 3 ratio I
iga022it i s prdrectiticadadtloty r52s.d6i gag&aden0 t(he absence of o
ffects of fsetting t hdhee i advense oy natmhwosudelpendency
umul atmoreégse public pealso wtp er Xt dhigteu rped pint ® of GDP
070 compare@igiael@h @ 0dé@mo girraepnhdi coft hgemagrni sg force

el ated to the pension expeFnidsictaulr ep rdeesvseul roepsmednute otvoe ra ¢
ncreasing, ids g 3Aiddy Tumits i s due intpaftitdel dabtyo t
boom generation.

- = N O O

Figa@aBGer man¥orecast of public expenditure on pensi on:
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The reductdomweroafg eg twresst ipon e omi nantly to the enacted |
assuminng na@r easeutoofr yt hreetsitreetment agEhd oi dr egaeesaa so fi nt 2d
statutory retirement age resultagenfposfpomireg pehsi of
(EU 2021d, OoArgtei @Q@u rRterpy Fi che.Afcearor@é mmany, trh.e W&)f i ni t i
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coverage ratio within the hdcopwe Idf |tohve rA.g eilemgc oReepr
decline of the coverage ratio is expectoddlgéo part
dependenciyhied fefcfect shows it@®3D0DmpAtterespPpOdDall ysu
will decrease.

The | abour mar ket e f-d @lclted aenrdp Ihoeyrmee ntt her ag o o ef f ec
i mportance. The post pnotn eanmgeen td ooefs tchoen trreithiuwteemet o an i
force par toilcdiepratpieconploef. This | eads to a reduction
significance of the | abouirs maoktet| ickéleyttunstbiehavigs rr
2 08.

Rising fiscal pressures from ageilngqgarbe nglihimanmialty

benefit ratio miti gateexspetnhde tiunrcerse acsoempoafr epdemtisd oQIDP
is mainly a consequence of thdexinsgi botdi adalusarirng
(Rent enanpassiumgesdrodhmedcpbantry fiche information fr
Report {Ipe 493t ai n@faiclhihtay t fi apivelo it astf caokutnotrs f or t he r
pensi orcemd rtiddutors, will deicrdreate dfhetli@atpersinonm
asompared to an adjustmeonwt hbasedelon. wamgeaddi ti on
deductions foriiemtrrl oyd tréee d Ir eetriieevi 99 Oisn c rfeod sdi ntghleyi rusn f
i mpaks a resudrmoootfhetnhing of behef ibte nrfadeexsatdfonst at
penssiaacane expec.t eAls tion diadgdrgedh ei nr epl acement rate at
expected tobrdmcnhnbasweto 37 % over Thhee tpotogle ckhd menf iht

expecteflrom #8Pl to 39% in 2040 and will remain at
Fig2dGer manyYomponents of change in the public e
[l Dependency ratio effect [l Coverage ratio effect [l Benefit ratio effect Labor market effect Other
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2030 2040 2050 2060 2070

( : AUSTRIA
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Tab8&er mangenefit ratio anidl r2@T@&@cement rates unt
2019 2030 2040 2050 2060 2070 change in pp
Public scheme (BR) 42% 40% 39% 39% 39% 39% -3.0
Public scheme: old-age earnings o o o 0 o o -
related (BR) 39% 39% 38% 38% 38% 38% 1.0
Private occupational scheme (BR)
Private individual schemes (BR)
Total benefit ratio 42% 40% 39% 39% 39% 39% -3.0
Total replacement rate 40% 38% 37% 37% 37% 37% -3.0
ECO ﬁ'l‘.‘JS‘LRIA
Forecast of the debt | evels
As is the case for otheompgamningon,esGemmary si xoalngao yaf
increase inumpuibll i 03 bElmMde ZM4Acd ease i s moder at e, bu
obser v(Ribd BryeAccor @i nQEED | -bBgm economic-teuvim ogak,ssl ong
financial I iabilities are expected to increase from 6
consolidated debt wasTies 3pw tod &DrPma my 2@eel2avwa Ituhees ¢ o mp
for themeEUMPdzd %) and the EU 27 (84%)
FigabGer manyYroj ecttieernmodr dsosngf i nancial |liabilities (in
84
82
80
78
76
74
72
70
68 67.8
66
64
62
60
2000 2005 2010 2015 2020 2025 2030 2035 2040 2045 2050 2055 2060
Source: OECD Economic Outlook No 103 « Created with Datawrapper ECO %i;;zslf
According to th& EWsCammabkili ohy -ER&Ed d\r t2 0iGe@mymaio 1 ( DG
one of the countries wi tfhora thiostdhgden md uSslt aiinndaibciatiotry arnids
|l ongrS® indicator.
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Accor di ng -stpoe cciofuincthreyo Gec mman pensdommaedglsyt emaess a
3pillar model (EU 2020d, Ageing Reportthet@duwrttorry Fi
pensions are based on PANEGn6i oamda nwgednusaidacrup adri @ nb o

no-mandatory. However, bportohmos el & Meedeld a hbey ttdhe st at e
described above, both systems are institutionalise
of public subsidies and t ax incentive i nstrument
occupational-ader psowifsaogmmir phat role in the Ger man
system. Pension policies aim to ensure that cuts i

pension scheme are compemsaft edapioralbyandeemtuiitllde me
financedssoha@adaong to the Ageing Reports Country Fic

t he sacfoptthe Ageing Report (EU 2020d, p . 14) , ocCcCuf
haveiged widespread acceptance, as a conse&quence
tremant. The number of occupational pension entitle
from 14.6 million in 2001 to afRoewt@mrMt Oaomtid limnpla
reached a | evel of 16. 4 mill i omed ytt habeo uetn dé 60% oJfu r

empl oyees between ages 25 to 65 with compulsory s«
suppl ementary occupafRi egmémnspieonnrsi BU 020 2a0d, EU Age
Country Fiche for Germany, p. 14) .

AccordingstPe®&CMarkets in Focus the coverage of f
is at a medium |l evel in international comparison.
coverage in percent of the working agey ppoepradoat i on
plans in Rhestenmratts is 30%. Thus, private and f i
in countries wit hmammadnadtaotroyr yp aorrt igcu apsait i on, f or exam,
the Netherl ands.

The key regul at orautangd ifsoup efrwn dceod ypeednesriaoln sFiinsa ntch e
Supervi sor y(Btuntdheosrainttyst al t f ¢r Find8aFdngégnsAkbeonsdini

information from the Il OPS country profile for G
occupationaim phRacse fprro(Wiehdeasni © n Ok Pehesm ondsadmomad ds

fDi rekt ver sdipcsheweulnngeans i nsur ance conPiascdpeasmn spiroonvsi di n
ormMR¢ésrappensi ons. BaFin operates under the framewor Kk
Supeovy shAut(fRiynanzdi enstl ei stoumignshAuG)s.i chhisgedatwz i n
several areas of financial supervision into BaFin
responsibilities and powers. Thei omasi M@cslcaugpalt i bansil s

Pensi onBeAcati ebsr eoBeén jbEEeY ar ms t ycpoensmiotfinafadr, ms

of financing aatdi doiceoufiprapli emahvVprineuo®nsupervi sory a
al so apply i n part fiomp ldeini d teir @m.t el lbhdydand wotf s

occupati onal apreenspromt epclHaendsseby gmalr ant ee schemes, de
emp !l obycearmsmi t ment and met hod TlhhéReti impe rmenetnt &tuinan .n g
(Al tersver meogd¥ mSyes aptpsl ddheeupat i onal Pensions Act.
possibility of establishing pension funds, grants
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pension provision and i mplements taxation rules on
i nsti t(@itinomssskeenandPensi ons)aoadsregul at ed nsunrdaermrcet he

Supervi siVier sAicdherungs a¥A&) chfTdgedatwz regul ates the e:
operation and supervisi onfPerfs iionnssukr aagitsecans uonice® © me$s ng s,

Accogditnoe tIhOPS country profile for Ger many, t he
(Miersi cherungsuoeVae)y agesgelsa&ttes the duties and rights o
and insurance intermedi aThiAst idoéssnotnappgdkpyntoapesas,i

Acaxrding to the Country Factsheet Report within the
drivers of investments ifffempeincn DnafPaeadso (Efdd@049a) ,
under the scope of the EU | ORP Directive (Directive 2

Risetae nsiamwsasednonnuity contracts of ,| pagui npuansace co
of banksanf amdl contracts of capital i nvéestamsesntanand i nyv
contracts eligible beappubdbVdd cenithsiddcieest oniuidssttody wunder

t he Retirement Provision Contracts Cexrtificatio
Zertifizierungsgesetz)" is the nReddraant Cent rSale uTearxn " Q1
responsible in particular-cierache aedt ibfaisc &t ipemsofon™

(swal |l ed -¢ Rtrrugpc't s ) .

Occupational pensi on fABerhseinensd kpargidlseend & d nadafy cen-d3B
pl aMemdr s can choose betw®8pml alnd feepamhidint weeismeortt

ri.gPke nsskoansmenmPensi ontchfawmedsoone plan which is not expos:¢
riss&knd anot her one with(EU c2a0plidtaadlc cpgudlrgt deo t he EU
Commi ssion's 20109 study on pensi on funds, around 1
occumpraali pensions were active in Germany at the end o
MRi edpensi ons are provided mostly by insurance compani
fundse WRhester pensions are voluntary, they are desig
byha scheduled reduction of public pension benefits i
aging. I n order to achieve this goakntavesmpoerhersi Vv
pensi on products und®r e @ thesn sproondsiutci $ il dambaeltli z e d . Certif

fRi edpensions are subject tSupaer tedi nalc®m2a0elo2f,a tph.8°4r)s.c h
requirements obhbugeéesepraoypiodérns vtieoi nvest ment return fc

Il nvest ment regul ations

I'n Germanypnvestment regime for occupational pensions
of pension providers. I nvest ment restrliicmiitosnnswimaly t a
regard to certain assets classes, suehaat equiesteentr
et c. I n general, a mor e fPreeissti roinckiaved ermeignigmet oa pap | 4 01s9 tH

Commi ssion Study on drivensfahdsny &B8Ptetnésti 8ok, sdkpa. spséenns
are subject to a stregtleat adBanmbams.fresdgs ictive r

As regards investmentiPeaguba®wk@ESCRPNh202 Gk Mman 5) inves
in equities are cappesute) 366 (lbof stedaéquities and to
(see also OECD,2p21B1l)Tahes® | imits and no other equ
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pensi on(Rfemrsd o ns)Dionedst i nvestment into real estate
share of 25% of Meonxilorxpdsueri $oagai n non efgwri val e
fPensi onsAondegards investment in retail i nvest mer
fPensi ond&aa®Peans i ondskHodhednss i on dleastseonf 50% applies to
bonds, regardl ess of whet her Clompaares issudg ©bwne,
admi ni st r @teinosni.o ndidrmovnedsst me n t in bills and bonds i s
investment 1into pr idRestieo nisrkvaessatemeinmi tfeudh dtso a maxi mu
7.5% of total e X pos dPreen.s i Maoslif o mad ¢ g7 daipspingyn Stk 8 s e n
subject to a 50% investment I imit for | oans and b
and | i mipppatyPaemsi @andsTfthoendder si dfi cax piagsqnuernes ur ed by | i mi
of i nevretstifmmt o s. nAdea&i n,ssaemasre restiPeasi vavkagbme
For i n@teanrsd @o,n D&k @assusbejnect t o invest mest meinmi f s omn ae G
i ssuer of( Elp 2t0B @M% n s i onastfhoendcsor r d s pna n d ii ;g GEQAD at 5 %
2021b, .por2fPe&ejntsi onDaaPeasi onmfoomestrictions | i mit
in foreign currencies.

Assealsl ocated

Assets in private and funded pension plansoaccumul
OECD Pension Markets in Focus publication 2022. Th
the | OPS country pr eafsisleefPsésiiro ek angmegn ¢ ©ORd®Psf onds we |
EUR 232 billion. Oof 25 EU/ OE @D Fceonusrtrodnieds ¢ ovv eFroecdu
statistics, Géthmarmhyeshasastmre aBoblinbe préewvms e and fu
pensions, following Wettbkbarbhaddbfrabeamar k, S

The investment structure of assets and .r eHiugher go
portfolio allocation to risky assets entails highe
regards the asset aaldl boadednpehspohgaiae@ Ger many bi
most i mportant form of sisnevtesstimewdst eldhei rs hlairlel sof a
compared to 7.6% of assets invested in equities an
Pension Marke¢c¢ss 2022, p . 31). According to Pensio
di stinguished foomsclbdssinvast ment is relatively i/
scope of the OECD publication the propceratli cerstaft ep
(I and and buil dings), unal l ocat ed i nsurance cont |
atternati ve i nvest ment s i s fou nhnear r i iz A cid onredhihreg ctad e
information from & het Eddy Cormmti sesmedmti ¥y eirs efuiithhyefst o
(EU Commi ssion 2019yx, p. 4) the shtalrer olf ova,s saett s3 %
total invested assets.

Il nvest ment performance

I n 2021, the real invest ment rate of reéegani veomt f
1. 1%, accor dd nRgensoi OECNDar kets in Focus. For reasons
a longer timespan is taken into account. Over the

of real average annual r aitveast efpersdgiuvam gloand umalse d2
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gnificantly above the comparati aemowngl 8d O&CDt ceuhas
mpared, this corrieglpontdsv alouag.hel B0t he medium ter m,
ivate and f umdedn pGenrsniaonny pilsant heref ore beneath aver
untries.

Tax treat ment

I n
(s
Ac
pr
Oc
s a
ma
oc

generaktjonheegame for funded pensions in Germany i
dab3 ® n s e2.tlida.n3

cording to the EU commission study on dtiawers of in
ovi diPdnb yfoonnsdasn P ensi ons&arsesemot h subject to an EET
cupational p e n §° eomssi opnrsbkvai éAseedns ib ¢y nésafreendssubj ect to t he
me taxat iloOP Sr ecoiumme r(Gepmahy| el ©BS. 2 PIB,% waf I)he

X i muanc i al i nsuraoocet ciobpeaiidnokky oenmpl oyers and by empl
cupational pension planssacicalt axeexreimpywewdsnti mi ROR2o

EUR 84.600 per year (OECBo2@22butploindi7de,x clefeady @ thee t ax

at the &nadniavigd umall rate of income tax. As regards occu
the fdadrimeat commicametnrtisbut mpihesyagnrali & misyaoggee ¢ ax fr ee
and no cadielsiing appl

Correspondi2nigeot o the EET eftormsl|l ao,n iamnee setxmenptt ed .
Furt heranotreex apmelnisé osmds ac cama | talneerdec eiisl i ng on the | if
value of private pension funds.

According to the HEETcofnmoer niurloam opcecnuspiaotni onal pensions i
the individual mar gi nal r abti er excft tcooxme(f @En@ht3C2ntks,i tp.on
period regarding the taxatiHfaomreofatpomwai cdnenierié¢ dame . wi THh e
graduatséeguphairom 40% of pension income in 2005 to 0% |
of the benefits starts in 2622,e.14. 4% of pension inco
As regensgsom funds, di rad c®i é dapeamrmimaec bermafdi t-s from t a>
deductebutrtioonsiare tax&dmatrgimali mnaitei @adiali ncome t ax.
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Tab9@&er manyaxation regime for funded pension

Taxation regime for funded pensions in Germany

Source of contribution Contributions Returns Withdrawals

Occuational pensions Al (Employer and

(Pensionskassen and Employee) E E T
Pensionsfonds) el

Occupational pensions (direct

insurance, direct commitment, .tE\IrL(EI(r)n;jg;ter EnC E E T
support funds) ploy

Inphwdl:al voluntary (Riester, Individual E E T
Rirup)

Private voluntary pension individual T E TIPE

insurance

* From 2005 onward the taxation of basic ("Rurup”) pensions is transitioning from a partial EET regime to a full EET regime.

STRIA

As regards individual fARjieensstpeermsi,amsembe canr meoéi ve
governmentl msubrsed yi. ndi vi dual s pay contributions ne
contributions (including the subsidy) can be dedu
Contri bibtaisoms pte(oRgiraapsan balpgyrtdieducted froaomtaxabl
a tax perspective, basic pension plans are treated
p. 48). These pensions are in a transition period
2005, the tpartxiesmpgedwi ng hy 2 veelnyc ede€teay,e P40% no f
contributions can be deducted fr onCotna xdbludg iiomcso nmvd |
fully exempt from tax from 2025 up to a certain ma

As regRiredspersi ondenefit-deduomtmetdr acbout i ons ar e taxe
i ndi &i dnaalgi nal rate of i nc ofiee ddaaxn.t rlafc tt hies alnonvue rt yt
32.9 in 2022 per month, the whole benefitfgectn be
to a special tad trateaxald| ¢ si mdainfe. hiTghavakdbar deae

the progressivity of inconRi e@akemdiuonps saime ptaryenetind ¢
recipient received it evegltgmmedr wi hedmawal $i wiet ly e
annuitisation (fr om tfiee syigesa nosf a8r5e yteaaxres®d) ahta ragh e1 ail nd
tax rate. | f tthaekedecéfkdt sootrnbotions, the latter
contr i bueteidoinnsg etxacx | i mi tise s ,arteh greidonplays demiaugpde r cent
of the pension is |liable for taxation.

As rehbasfB;,rapensi,onshe taxation of pension income
retirement. Unti | 2040 whertbasati om tphhaistma x asthiiofnt ic

contributions to the paxsaitomn wift tbermmawn tisn ®&rasaft e
taxefl.the payment of the benefits started in 2005
teaax i on at the mar goifnatlh e npceonnsei othaexr .r althee t axabl e po
by 2 percentage points until 2020. Between 2020 anc
by 1 percentage point unt i |l -eaxeamchpagt 100 %t he ROMA:
determyntedebrate applicable in the year of retiren
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|l ifetime of the retiree. I f the payment starts in 20
annual amount s iamdci Wwiadwealganat hetaatxee of i ncome
For mandatory individual pensions thasomeespetitadx f a

tax rules regardi rFprt-tHianfdeearerd u it tsi asp,lp fi gkl oymei ,hpea r s o
which corresponds to the xedt wrtnst hadn invardvgeidntdmderirt gt e so ft

i ncome tax. As regards |l ump sum payments from mandat
subj ectfRitecoDdt@Rrg, rarpe gi mdi,nc chmedc paréesponds to the insuran:
mi nus t-he epanhtdns butf the | ump sum is paid after hold

years and the recipient is 60 yeabe otaxebded fhahe ab
was signed from 2012, the payment must not occur befo
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1. Strengths and weak meseses | ( aPcedid®rPdinn g ntdoe x

Th&er mpansi on shywtsemedi um r esuBu st avi aldnbiirtleig eaynd
scor@. @ahd r &nkmeang 11 cacmumdeaed BEOP! es®oG 0, '} an

- The system is char act e+ainzde df ubnyd ead vealreineetnyt so,f wA
sytsem still dominating. However, funded occupidg
i mportant due to tax sprdomé@#tiibmi.addngubpicapub
of private and professional npeefnisti onatproosv iasrieo n
compensated for.

2. Tax treat ment

Fund2#% i er occupat (bientarli eshclhi ecnheesd )& E fiFeur nsd@diir i seorr gpee
schenrnBbseoamRre, r)BET

3. Contribution rate thefwaedmrdemplaompgemanandpt

- As regdtridesr 20o0ccupational pensions contributio
agreements.s Pmyl cyed ri bution in th&ntgemtaoaimive
Tax | egislation allows contributiomalafncep ptla

- As r eg'dtridesr 3i ndi vi dual schemes contri buwticomtlrg

fRi edpemsi omriosmottaexd and smddakls smas & heontri bu

4, Asset All ocation

In the year 2022 Bguiotrids g(Bti ¢ | GIE3@BB o rCéhs h( & D¢
2.%) , O(deaenp

* Assets invested in loans, real estate (land and buildings), unallocated insurance contracts, private investment funds and other alternative investments.

5. Obl i gatory character

FundZ#ier occupatiorddli epensidowvs damad | agnarear e
wi despread and increasipmgplmotiimmoratnadn tp,u Oct ca ptadl
plans are often | aid down in collective agree

- 3Ftier individual pens-poomoaed wmobHusthsydiaed.

6. Paput optindes @i ahs

- The accrued capital is either paid ouit meé nd unme
Pension capital ¢Hieonns ipoendsgfroonndosh U padubte ipmaitdhief d lod
anniuecdr accoapmaymgeritoemplpan vely (Schneider et al

7. Contrisbutoi dnundsedpet aest age of GDP

- AccordOB@DtBensi on Mar k e(tGEGDn 2FR)o2c3u)s t2h0e2 2v o | u me
forms of funded schemes was only 0.4% of GDP

8. I nvestpmehdtor mance

- 1lyear average investmzhlcrcatra i mfg: 2@t OECD20 11

- At the same time the OECD average was 3. 7%.
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Addi tional information and resul ts

1 The statutory public pensiarelaystdehepmrediitdes |ftorf
tifeunctionalitilks.glaraonéeast ,a mini mum pension i
t hetatutory pemraincal mohéemeof plensi ong hamegachi evec
social assistance measures.

T The public pendiacrds o@e PANYdPsen siigon entitl ement s
calcubhateddi hg éeéqui val eHiceghermr imaiméad.i ncome i s tr
i nhbiogher pension benefits

1T Thedtieomprferded occupationahl tpeasglnt sehe mase n
mandat or y,l ati Wbe Wnoawyoimpany and col | ecmiplvoey eaegsr e e me n t
cademanHe i mpl e me mtcactuipoard i-edfnpppd nss omeme from t heir
empl olyreef 43 er pensionsf andedddd dwumllodmensi on

T Germany will bemagfaephed adageing to Witlhhaowte ext en
|l egislative measures to strengthefni gdhal spurse aas nmad i |
woul d increase Vhe ydesdlIginnd iicrmnttHey.benefit ratios o
i nsur anmepensatceod by capital accumulation and the i

pension sch®fmeand 4 inert.he
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26. Denmar k

Denmar k' s

popul ati on

Wi

ncrease

slighnl 2070om a

according to the EuropeanfaGa@fémmi sTdhiien'is praajtd ot ieoxnp
sl owdown in immigration rates. I n terms odgeomposi
dependency rati bpépobadd)d niosh Opsibotji eactr e s%i f r2o0mM W4 . 1
to %3 .n8 2070. Similarly, the ratio of the popul ati c
(ageafngt he nadgedtor) will%tanc%Eadzeherobobmng3teér m, ref
change in IifetkRupethandemagdaphic trend towards
expectancy for bowihl Imemadaeadnawsieoeard | 'y bW 62 y®@®G,r st @atar
birth &ondlymeanm s &orbwomeme same feaepprlxipes ttamclyi at t h
650rMf both men and women with an increase of about
both men and women will reach v &poyf hbiogthh |neevne lasn di nw oz
surviving toRé¢pher hiygegodr WiSval ratagéddr80 addmechitdbave
8%of men andwaf mecsmeB88are expédatedgteo (£Wr vi2Wwe 0g)

Tabl@enmar k:

demographic

forecast

2019 2030 2040 2050 2060 2070 2019 - 2070

Population (1,000 persons) 5,809 5,970 6,058 6,100 6,124 6,156

Population growth rate 0.3 0.2 0.1 0.1 0.0 0.1

Old-age dependency ratio {pop 65+ / pop 20-64) 34.1 1.4 47.4 47.9 51.2 53.8

Old-age dependency ratio {pop 75+ / pop 20-74) 12.5 17.5 20.7 237 238 26.1

Ageing of the aged (pop 80+ / pop 65+) 234 315 329 38.9 395 39.3

Men - Life expectancy at birth 79.5 81.0 82.4 83.7 84.9 86.1

Women - Life expectancy at birth 83.3 84.8 86.2 87.5 88.7 89.8

Men - Life expectancy at 65 18.5 19.5 20.5 21.5 224 23.3

Men - Life expectancy at 60 22.4 23.6 24.7 25.8 26.8 27.7

Women - Life expectancy at 65 21.1 222 23.3 24.4 253 26.3

Women - Life expectancy at 60 25.3 26.7 27.8 28.9 299 30.9

Men - Survivor rate at 65+ 87.0 89.1 90.7 921 93.2 94.2

Women - Survivor rate at 65+ 91.8 93.2 94.2 95.1 95.8 96.5

Men - Survivor rate at 80+ 58.8 64.4 68.9 73.0 76.6 79.7

Women - Survivor rate at 80+ 71.0 75.7 794 82.6 853 87.6

Net migration (thousand) -1.6 124 12.5 11.3 11.0 11.0

Net migration over population change -0.1 0.9 2.1 3.6 51 2.6
Though net migration i firosubheat epehrteicoadm ¢oifp eisn tt e rvees t
slightly fall over time to 11 thousand in 2070.
Referring to the projected exit ages, it can be o
and women wil/l refl ect the isnomheyastehse ipre rlaidfnd aeayxep  c
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spent in retirement wil/| virtually stay the same ove
women respectively. Nonet hel ess, early exit opportuni
ratio of earl yfexiboth omeémte@&sdkixwameasi ng. For men, t}
quite drastic from 0.8 to 6.5 compared to women, whi
same | eveTakhlkk.men (

Tabl¥¥enm&: exit ages and expected duration of ret

2020 2030 2040 2050 2060 2070 2020 - 2070

Average labour market exit age (CSM) - Men 65.0 66.1 67.2 68.0 69.0 69.5
Duration of retirement - Men 18.4 18.7 18.9 19.0 19.0 19.8
Percentage of adult life spent in retirement - Men 28.1 28.0 27.8 275 271 27.8
Early/late exit - Men 0.8 2.0 2.7 4.3 4.8 6.5
Average labour market exit age (CSM) - Women 64.1 65.5 66.7 67.6 68.5 69.2
Duration of retirement - Women 21.9 21.4 21.6 21.7 22,6 22.6

Percentage of adult life spent in retirement -

WAER 32.2 31.0 30.7 30.4 30.9 30.6

Early/late exit - Women 2.9 2.4 3.7 4.9 6.1 6.5

The labour market exit age as calculated based on Labour Force Survey data for the base year and estimated by the Cohort Simuiation Model
thereafter; ‘Duration of retirement’ is calculated as the difference between the life expectancy at the average labour market exit age and that exit
age itself; The percentage of adult life spent in retirement’ is calculated as the ratio between the duration of retirement and the life expectancy
minus 18 years; Early/late exit is the ratio between those who retire and are below the statutory retirement age and those who retire at the
statutory retirement age or above.

The role of migration

For Denmar k, migration wil/l be rel evant for the sust
influence mi dghtg e IFiomi ttehder (foodr eocfa s202p2e t o 2060, t he
share a@4 dwi2l0l remain virtually the same in the scena
mi gr atdiiofnf,eraence of 391.000 individuals is estimated i

wor k-ageg poopnuliant i2060. Regarding the population aged 6FE¢
scenarios is negligible as they difwfiehomy abgutaté @nQO

|l atter popul ation share increases tild/l 2060.

Neverthel ess, thiksanghe fpepelnatei om dwe to i mmigration h
only marginaatyg, depehnddenagidirratTihoe (scenari o with migrat
a ratio of 51, while for the scenari o without migrat:.
To ekpe t hegeo |l dependency ratio of 35.3 inratikr2n cofnst ant
expatriates of 1.6 million individuals would be requi

2060 without mi gration is projelcdhgd depdearede2ncldy nriatliio
constant, a working age pompel ateigaun refd, 4.tHhe diilflfiecre nwa
represents the necessity for net migration or returni
mi gration of apOprionxdinvaitdeul ayl s4 3p.eOr0 year
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Fig@abe Denmar k: cdefnoorgercaapshti wi t h and-2wWi6tOhout mi gr at i

Main scenario: 20-64 == Main scenario: 65+ = = No migration: 20-64 = = No migration: 65+

6M

5M

aM

3M

2M

™

2025 2030 2035 2040 2045

Source: Eurostat « Created with Datawrapper

Fige@aiRBenmar lageoldkéependency64)atiim

== Main scenario = = No migration

54
52
50
48
46
44
42
40
38

36

2050 2055 2060

ECO AUSTRIA

t(bes +MaiOn scenari o and v

2025 2030 2035 2040 2045 2050 2055 2060

C C O AUSTRIA
— N e eancn

Source: Eurostat Demographic Projections 2022 » Created with Datawrapper

2.6.2. General architecture

I n Denmar k, t he pension styisetrdsre ifd ébatede sons etvherre:

gover nmeompaolnent s ( ES¥¢chnRrd2dgr ,

Pethova & Becker, 20

T The batshfeiafsti sticempr i DéagefpemEiodhepen) and t he
voluntary early 1Meéet iPledrime mtn) pe midhiincehpr(esent s t he
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uni ver$ahabhaddf i neRIAYSeynsetfeimien t hough early retire
voluntary, the voluntary early rentedmeonttpensi on:
tier, ascontriol Isetbthgtseapniet hi s an individual pensi on

I'n addition, al most all individuals in Denmark ar
MTEO(Arbejdsmarkedets Till BHguswweati aaedt r ivohutciho niss a
system for waGkbeeaontmrdeb utoi drh® umelmbearrse i nvested b
ATP i.Thiesfpension scheme is thethfei rssetc oanhdd thiaesri ¢ ¢
the Danish peRsromesyptemts of secipalovbdesef itthe,
obligatory pension apstoemofObi ngat avhiiclh Pepl aces
the supplementary pension ATP for these individual

I n addition to the deacdrcd cAdliPeirsscthse noef, prhievatel y or
cont r i-bbaustbidobnour mar kWit penstbose occ,uptaltéroemails sche
a mix between PAYG alnhde fsuencdaendd ®tgiseurafsisnanc ed,

i ncormeel ated civil servant pensions.

Thehitrides based on voluntary liandd.viTdhueasle ppe nvsaitoen ppell
are typiesaun yiorlmeanfh e nsi on schemes, but t hey al so
annuities.

i fying conditions

f 2023, the retirement -aaggee ainnd DXehnemasrukp pilse née7n tfaorry t
em. Ed itgh-bgedlidegndioon system i ssitdemcy oi n hBenma ak |
e the early retiremeentropensdoowni bheshaedr omatl batg. 7
di fferences in residency requEUeimgemderss.f ofFheDani s
mum requirementagteo preemcse i fver theaeniosihd nati onals i s
dency witatghei,n wha rl-kelU nfdoar eniognner s, this residency r e
s, of which five must be 1 enineidveatteheg fbwelflorpemrsitom,
hi ngeméret rege rbefore 01.08.2025 had to be reside
ing age. For individuals reaching the retirement
d to nirmeeaarcsutofofr etsdamd eyl eSSHDC Denmar k

t he sarpy!l penresniton system, all empl oyee,s arged 16+,

mpul sorily insured. In addition, individuals partic

ai

ning meaasrresaci mpisewtes lof certain ericlivali melneded .s,

Se-efmpl oyed individuals are allowed to voluntarily cc¢

me mber for t he preceding three year s. For empl oyee

regeumernt s .

Current and future retirement age

Asment i atmedetiremenh 29g&Fhiesr@Tirement aoeebrasi adjusted

an

d

i s me ant t o be increased t oAWeBI9f airem 2@ BB erbegntst e

2ZMI SSOC r ef @gvWuwst utad tlhnef or mati on System on Soci al Protection). It C
protection systems of the 27 MennidbetrheDtEtEeAe s aaf beMWebBiachkpeahh¥®ni on e
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(Vel fbrdsforligertet iorfe nkeOn0t6 raenfdortmheof 2011, an inde

retirement age has been introduced, so that the re
oboyeamrn ds, effectively | inlixpectthaemcryet ilmemdnti ta e,
for voluntary early retiréemenhre¥éERRsteeastiheeni ved
stat uteotriyr ement age. Considering age projections
subjected to increase by nine Andl agbastfyyetahs pos
of retirementlsn pPesmabkei spato ten years, where

increased based on a percentage calcul ated with th
l'ife expeberarodgmahtdefer

Fi rtsiter pensi ons

The public pension scheme can be divided into the
The basic amount 7abs, S00QUROL @8 n s u,DIKMKyi ch roughly equs:
of average earnings. |l i ntbemepernseirondre b &s0e0s booh € d o f

EURRR OO0 annwwelfl y,he3d ncome above the threshold is d
I f the individual exceeded theDKKNDAD EYRSROM,ed i nc
the basic pretnsiisonc cammoluet el y phased out.

Regarding t he pensi on suppl ement , t he amount d
married/ cohabitating pensibo0n0eEdRL ]5TOh0e aanmouuvan tl yo f( i K K
get si tspiln hal f. Simil ar tioon hsu pbprlsd me mtmoguentts, rt endeu cpe
income thTRehsupdpl ement i sSWraueedbbye at s t hr e s h
includes earned and capital i ncome, pas vwdlel paea sb ol
schemes. Lastlucttioem rmatde t hfr eddadb|l ds depend on mari

is also a pensioner.

To reduage opadverty, t he Dani sh Government target
suppl ementary permsnoamtbae me f2i0tl1.8 O Tohie RIBKEGKD . 1 @Teoi vree
the full benefit, imo dtielva d uURK B0 ARt o ti rhollidqui d we
as well as the supplementary pension-age pedsiced,
exceeds & E&Q&B4AB800 for singl @90 aEDKRIIDKXK f7olr coupl e
respec(tBEW,el2y020g)

Seconhder pensions

Addi titom@aabour Mar ket Supp!l emed(tAad Py Rd i accrno mech ecnhe

absolute universality,e asarintercsovaenrds raelcmopsitenatlsl owa g
empl oyed persons are not autsocnmaetmexadnl typ airndlcu pead ei
contribute voluntarily. 1t is a fullyafsierdd sed,h edneef,i |
whi ch aisonmeedlntbefor e, is comfpulCobruuy i bos ampl cpé e ¢

empl oyee and empl oyer, -twimeér wdrek earmoluemitn g oeq wa If utld

ZDue to its hybrid character, it is hard to distinctly assign
tend to associate t heerATPduec hteaomeivteso sgaudsyip wolh gtantiized and mandat o
However, in this study, the ATP scheme is attributed to the secf

Furthermore, it reprerselnstschddmeoaadpati 0BPAYEGE dlrisnanced on a
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25 for the employer and DKK 95 or EUR 13 ifons the empl

are not defined by iBdome, ebutthg bmoouetwwakies with
In technical ter ms, the pension scheme of the ATP re
without any intergenerational tfanaheescbmpiboneoawn pen

right o-yo-pg-iwdladyto-get Dbrhesnicse, the benefits paid depend
the in@di codvai bution | evel an@0complpoy nde AT Pr &toent o v drut t
are used to buy omaewrsi glfen sdiucan apdemesféidt ooandirat e
thaadjuesbetdhetelmnpedgeabltehamteaevaisihaeblameikret at t he ti
of acquisition. That is why the diaxowealplenad emlhy t he
provisions are sensitmave&k et o i ohanBleses ramaishne ng 20% ¢
contributions are wused as investment buffers and fo
measu(reld, 2020g) .

More fBipeai&yt oABP fundstarewdi podefdol i esyndnandei ng t

the other one being the investment fund. As mentionedc
usedf upbiaranteed pension benefits, which is done thro
hedgi ng oporo i s intended to jamsteedr peinde obnh@agomnhbal
i nvest ment strategy of theempmnrsfable isvdotcmesrtd a@amd
includegsrimomeonds and interest swaps. RARUPthelr mowe, th
af ull Wedprogch tani abhmest heliinterest rate risk. I n
invest ment portfolio, on the other hand, the highest
mar ket risks, that maymal|l dwWwef onvieisgmemntr pesktpoémouy
rouygh20% of the ATP funds, is meant to generate higheil
to balance out cost related to, e. g., ageing and in

intended ttohemariemalaiwal ue of the peunai amt ebeeds i pess itdre
provision, given by the hedging portfolio (ATP, 2021)

The ATP scheme has imposed a risk management strategy
thionus poTlkretlialieedi asdéhe differ@&@nassbeswaad t he
guarantees, therefBormre seonsetsi.t uhiemg il#sdk® nb usdegte tt o equal
half of the bonus potential, in order to guarantee fo
al so all ows for a dynamitcharti stkh ea dijnuvsetsnmemmetn, t npeoarntifnogl,i o
increased, i f the bonshopbdbde btei aald dgrdo wwsh.at the risk

measured withtar maodhdadr frohlhetmwent portfolio additione
a factoachpipr order to diversify risk (ATP, 2021).

Even though the two ATP portfolios are separated, it
are tied to one or the otter .suBRyh uwassi ndge rfiivmman cvieasl, itrhse
portfaoliicmveat funds from the hedging portfolio, whi
capital/liquidity. This allows for higher i nvest ment
potential, whighkrmaytwirelsd clompared bhonutdhepatasrt i avlheir
%Risk budget here refers to the allocated risks to the investment s
®Risk consumption is measured using the Expected Shortfall met hodc

in various mar ketc swretniamg ofsqgr tenutsr eame events with the most signifioc
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used. Al i nvestments, including alternative illigqg
factors regarding risk, these being tamed eaq uietsyi daunad
category of ot herd,r iAsTkPs .a |l Aso miennvteisotnse i n | ess trad
classes, which include private equity, infrastruct
2021) .

|l 2019, the total sxdeimegweirme tlme aATR o 38%mnotthe&sDP, v
same year were equal to 0.8% of GDP.

Public Expenditure

I n 2019, spendigreg pemst e wol@@o fe q@wlaA, twohid.e3 at t he ¢
benefits paATdP owetr eb ye Yiochéel GOD® n0O 1t &t pendpubkecoexpens
was 8% of GDP in 2017, which amounts to roughly 16

|l ower than the OECD average. Nevertheles®s iitn i s
tot al wi || decrease forfonGDOP. 3% 02f0 7®D Pa gtaoi n7,. 9whi c h c
the stepwise increasge ofenshieomstageal,t oasy toH-adge wi | | h
pensioners to empl oyment alemdsthawonattoet. 2020, sp -t
wor ker owetl sgronger t han wages, which | owers expe
2020¢g) .

When it coamge poveldy, indicators from 2018 revea
compared to other OECDscesmtrcial | y wotryt hr anteent o fonti Ir
tot al population with 6.1% is higher than the one
in this particular context was defined as otfhe perc
the median equivalizedomeus &lholed hdl spesabherenare
observabl e when idatgec poneo®ertty trlad eol ddor once, the ra

is higher with 4.5% than fowethe66éohaoadt 786f winhdi 2i 6
comes t o wweme ng,hdwvomen are mor e gargeEen g otve ra xyp ewvi it ehn ae
3.7% compared to men with 2.2% (OECD, 2021).

Yet , when it comes to the replacement rat ee no di
observed, with the net eaierpd a&4e¥ehor rhoeh.i nReg@andib
weal th, i.e., present value of the flow of pension
|l'ife expectancy and retiremen€CDageer dgemar Khi setq
wealth beingi gl ello4 ammhual gross earnings. Howeve
Denmark is one of the frontrunners in the Europea
approximately 50% of ®@DRitien vZald2ule aonfd ptrhevadles pensi
secnd highest with $ 889 billion in 2021 (OECD, 20:
Forecast of public expenditure

As mentionetdhebpublic expenditure on pensions as a

but constanaVegr dtelte emrsej eFcitgidoBne t T hmerfa aaree (several r
explain this trend. Besides the indexation of reti



AUSTRIA PENSIONS SYSTEMS IN EUROPE 84

agreed to index pension benafti pertcenwvages.i sTheasrealt ®na
devel opfmetnhe of i scal year two years prior. Hence, bene
the wage devel opment. Notwithstandagqeag,peéersiwars saH swl d ¢
be exempted, tthem edmlrye drplsi dsact o,eta.rgeg.mentth e ewncliomt am)
the disability pension. This indexation of benefits |
years than wages.

FigaBBenmar k: Forecesntdiagfurpeubolni cpeenxssp ons (in % of GDP
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9.0

8.8

8.6

8.4

8.2

8.0

7.8

7.6

7.4

2018-2019 2025 2030 2035 2040 2045 2050 2055 2060

Source: OECD, European Commission * Created with Datawrapper 'BQUSLR'A
Furthetimere will be compositional changes in coverage
forecast period, the sthgre pefhhspeaplwe |1 edaivei ngrcoleds e
the share oifvipre® fheimgemf@mc e pensi onsealrilkye rtehtel rveoreunntt apreyn s
and the civil servant pension.
The aforementiomnadi depénheensy al so play a cruci al r ol
public pension expendituresproajeect iucan.i | THRe 7Mu mise rf oa fe
1. 3imin,l yet employment also increases during the whol
decline in the dependency rati o, from 2060 onwards,
strongl vy, hewrcrei ndhregmrewtch i n Fihg2®ep€Ehidenalysoaltionkg t
coverage ratio effect, as through the indtekation of
projection period slightly decreases, contributing
menti one@d %t mdt empl oyees in Denmark contribute to oc
schemes. As these ar e focused on coihror res p st ievad (
contributions, wealth and benefits, calculating cove
regi mes is subopti mal (EU, 2020¢g) .
Nonet hel ess, considering occupational / private scheme:c

pai d owte fc htehbres grow until 2070. For private schemes:s
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of GDP in 2019 nt o2 067.00.% Tohfi sGDP cirease is cruci al in
expenditure declines over tirmeiwit Tdnet dbamyedlids srest

increases from 60% in 2016 to 64% in 2070, even t}
decreases from 42% -age 3pgé&nainan trhat iod dstays const e
maturation induced i ncreashemdf itth er aotcicou,p avwh iocnha |l r ipse
38%. This offset within the tothutbenefotthatdecrca
public pensi ofi gekxpeendi tur e (

Figa®Benmar k: Components of change in the publ i

[l Dependency ratio effect [l Coverage ratio effect [l Benefit ratio effect Labor market effect Other

2030 2035 2040 2045 2050 2055 2060 2065 2070

. ; AUSTRIA
Quelle: European Commission = Erstellt mit Datawrapper ECO wernuTeoR

Forecast of replacement rates

When it comes t of btohteh bhoevreerfailtl raantdi oear ni nrgesl ateddat ed
replacement rate, two different pathways can be ob
7.0 percentage poi-ntebated béadeefiar ni agso by 9.0 pe]
projection perired,attelde repd micmegnewitr truaalel y etnfae s ame w
fluct dgabl@n The benefit ratio describes the ratio

income from pemfieonse Pplee @pee@asage wage in the econo
ratios, which here only relate to the public scheme
reasons for the decline in public pensionnexspendit
and the average wage remains the same or increase:¢

the replacement rate rel atetsi pemesmntoni heomd.i tBhe or &
di spl aVelWl & epresenmnttalt hepl acement rate, meaning t
recei ved from second tier schemes, whi ch | eads 1
Considering the pnevyieossonl aemorms and that the G
trying toeanhyfpubblrioen hi rst tier scheme more to occ
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can explain how the replacement rate remains virtual

benefiwtll be substituted by benefits from the other t
Tabl2Denmar k: Benefit ratios and replacement rate
2019 2030 2040 2050 2060 2070 change in pp
Overall benefit ratio 43% 41% 38% 37% 36% 36% -7.0
Earnings-related benefit ratio 41% 38% 35% 33% 33% 32% -9.0
Earnings-related replacement rate 57% 56% 57% 57% 57% 58% 1.0
Source: European Commission ¢ Created with Datawrapper @ot};i;;i:(‘?
Forecast of debt | evels

The steady decrease in pubilhicdeRpmha@ikcput ¢ sodepensiceor
constant over the projectterbmapelti bdesWmatde gpoabolbbné§
in 2000, in 2020, this | evel was already reduced to
projected to be ab®2A eoveholhd BhiosFrdgB®dD®B till 2060 (

Fi gdaOBenar Rroj ectivoeramf grosg financial |iabilities (in

60
59
58
57
56
55
54
53
52 52

51
2000 2005 2010 2015 2020 2025 2030 2035 2040 2045 2050 2055 2060

Source: OECD Economic Outlook No 103 » Created with Datawrapper &gﬁ;{g:ﬁ
This projection of the debt | evel can be partially ex
nor unfavorable) initiyalnddutsrtall mMpprepf eohi assweFbrashb
the European commi ssion as$SPRgnedi Pabhmar vabueebgt Wewan
meaning that its financi al sustainabi Hietryn gapciad | ow
adjust mento rbecedmraddet i n or detr@DPa  Otna btihlei zoet hdeerbthand, t
indicator repr eisuetmetrsm avineowm,e ansed t i ndicates the neces

to reach the Maastricht debt r eduiSrle menrdti caafh k60 % ald yu e2 0
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bel ow zero, the fiscal risk can be considered as
aprpoxi mat.el ypercent age points of GDP are the negat
fiscal/ budgetary position and etno (aEulropseamn dcCognrmE e S
2017) .

Vol unt ary/ Mandatnarly,Pedcsconpadt,i oBook reserves

As menthiedmead, second and third tier pensions schen
adequate repl agemeindneras esl mothis analysis, the AT
second pill ar, tad tahbosuogihutiet unmnsi wdrosseel ity. However, b
are yet other fully funded, defined contmi bbwti on,
the soci al partners in collective agreements.

More than 90% of employebsempayothto btbauvupATPonG@Gdve

schemes has increased drastically since their intr
Beforeth®@®9x,overage was even | ower than 70 %. Thi s
occupational sehemast acmmpenent in the Danish over

contributions amounted to 1.3% of GDP in te&0 (2.3
to 5.3% in 2018 (6.0% including private scheme ¢

occupradali schemes are substantial, they equaled to
occupational schemes are negot i ahtee di nocnr etahsei ni gn diunsctlrt
bl wol-warkers si-t®80sheamibe seen a®nend oof tthlee gma iwn
i mportafnte eof o2Zcupational pensions. Similar to th
pension funds in Deinmaestiamg@ fromcdisedr ® @ asset cl as
alternative invest mentosv,e.t hlehti swerne tmeamt ilceraedds abo r i
potentially higher returns. The contribution rate
aroduni7 vt | east 60% of contributions fall withir
types eoffi thsenwi thin this tier, therdohnhg gneaftivasi

provided, topped up with a ra2s emarmssi Butthat iiss ap s
to receive a capital pesnsmi cdrenegdid . ofBe h &Btsiee rd aranpn
schemes equaled 5.3% of GDP in 2019.

When it comes to the third tier (private wvWoluntar
compared to the occupational schemes. For the indi
and rate pensions ar e tlhoen gnmopsedrseiogpms i, bwadilhbet | nmdte a
As these schemes are privatelgompanmniaseanavipdndiaok
due to the independence of employment conditions o
terms of contrebefioncempesandohbh is considerably I
free to chooawvei.ngdglshef anebda®lh is39 %i efr GDP in 2019.

Il nvest ment regul ations

Pension funds regulation is done by HKihreagsDaidgitlsh Fi n
while the specific regulatory frameworrkmedmrUrmpienrs,
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Solvency Il and | ORP 11 apply, which both i mplement t
two regulatory framewor ksr diirreg tehes eotnl ¢yl asisneist aftdronlsa rr
pension funds, as wel |l aisddrid.e Omlsywrfaomrc ep @reqnisomns pv io
there are | imitations on real estate and | oans. Limit
fund compaonalsl wdappliy, if investment is allocated to
pension pandesomthis is also important for equity and
while for pension savings in banks, fuhids.a#&drtfoneael bgn
asset cl asses, only the Prudent PersompBniyniemlseé oaprg
funds, there is limitation on which ancillary activi
must be done through pamsiidn arurdeés Lroenpalnyo required
mi ni mum of 80% currencyomatcmangh wipi teo 5% BUY ot her
all owed (OECD, 2021b)

Assets allocated

Al ternative investments play an imporillamd¢atriodre dfn D¢
pension funds. In 2021, 42. 5% of asisredlsudaelsl oxceavt eerda If e
forms of investments, e.g. |l oans, real estate, unal l o
funds and other formss.ofTld teharad i ovfe dlntveersntanteinte i nves
is one of the highest BoOonmoOQECHDt beuntouesries, this
a minor role. Bet ween 2010 and 2020, the share of al
has grown6 % rtoom 1153..6 % wi t hin the OECD. It is argued th
drivennbyetshety of pension providers to generate high
to pensioners ( OECD, 2023) . Looking antt st hvda t praoaport |
Denm&r pension asset structure, it musahebaed hafghtlhigsht e
devel opment compared to the rest of the OECD, i.e., D
focused on alternative ishhwed dmerotts .bel s eeeern earsalp,r otbH iesr
shift towards alternat isvseariinlvye slteraedn ttso dionecsr enaoste ch ercies k
portfolios. When it comes to investment in pension a
mi ddl e fielcduonfriO&E€€D with that indicator roughly eql
i nvest ment .

N o
ob
ra
av

Vi

vest mparformance

vest ment performance of funded haansd dpercilvianeed piemn stihoen |
ar sbut has remained comparmatli vceolnypWinii ¢s nit he i moeni mat

vest ment rate of returniitnd2C¥r®awas B0.i9ght(iyedlo: 91 (
2020 and then dropped to a low of 6.3% (in real t
net helessp hbgreiaereernaturns in this period, despite
served OECDPeveuwualries. I n addition, the real geomet
te of return is quite stable consi dehrei ig rtohneg elsatst 1
erage annual invest ment rates inyec@wmerage beéinpgars

rtually the same.
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Tax treat ment

The first tier of pensions -agéngntdheopubl acypeasiy
are takedheiprogressive personal i nciddime Demmamhki ct
however pemshloine are nowpaswrbglelctt ax. t he 8

Opposed to the taxation of the first pillar, the s
rul e,cointeg.ibutions are exempted, while returns and
thougt rdcdbutions to occupational and papiavyatoe |s cthaexme
they can be used as i nbteimme tamfx doderdtumigh wthisotrh.e Lpoeonks
typesl,ong feend rate pensions are sbhjfeattt ¢ hehpapgenno
t the moment odutthel heame@rdtntagptay c apiObrad g gprechlsda som,s

a

so there i s asthatietsaixs oenx ppehcetseed t hat tax revenues
to increased penwélblh paymeetsndasesti mation of the
stems from the time di safrfepanrtyr ibled twieems tamnxd wirhare |
Interestingly, since the 2012 tax reform, decoapit al
not follow the ETT taxation anymore. I nstead, be

contributions are now taxed (TTE).
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1. Strengths and

weaknesses (accoi®Phy to tt

- The Daanshop sys
0.85 and'%amaokegdl
rank®jd &niMat ket

- ThBPanish Pension
pensions, which
pensioners. As a

tem r ankis ntadtaisdila iho(awekigldir tdynt @ P
B countries cofidegedd PPl wisthr e
capi ORIl iZz@adri®n®) 98, ranked 1

i su ddee fainnde dd i bvye ras i mwyl toift € aampeen
altogether lead to a | ow fisc
result, the eaoamamé& o068 hugted

2. Takreat ment

- ISt jerz2nAmEYI er .

ETT

3. Contribution r

ate to funded plans and spl

- ATP: G025 are cov

- Occupatlicbn®] : 2¢/m3p lboyyer and 1/ 3 by employee

ered by the employer -andeletp

4., Asset Al l ocation
- Equities (25.8%), Bills & Bonds 26(26 .508),, O ahsehr
5. Obl i gatory character

- ATP i s-mgodatory,
benefi-empl epgéed i

- 90% of employees

c owarrinreg salalndwadenosteabi ngnd
ndividuals can contribute vol

are covered by occupational,

6. Paput options

of funded pl ans

- Li-Feng, rate and

- Fohet 2nd -tomrg, ah
capitadurhupgpnsi o

- Capital and rate
al so possible

- Generally possib

capvaial alpleeasi ons are al/l

mnfieties in combination with a
n are also not uncommon

pensions are -tbepgmashuic bmes®n

|l e to designate a beneficiary

7. Contri bution t

o funded plans as percent a(

- At the same ti me

- Tot al contributions to funded systems were eq
8 Il nvest ment perfor mance
- loyera average investme202daté&. 0% return 2011

the OECD average was 3. 7%.

®Collective investmetthroaulgémes (Qwhemviaodlbl e)
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Additional information and results

T The public expenditure on pensions is subjecte
even though the ttoet arl e maeipn sa ceeamestta nrta, which is
towards occupational and private schemes.

T The pension system is indexed in two ways. On
adjusted based on thegeltiremerpectSerointddayar @en
indexed to wpgas waph which means they follow
a |l agged manner.

T Denmark is at low risk of not meeting EU debt
public pensieomsexwmdndiatsuf insdna tfeasvuosutraaibn aeb ii Inii ttyi a:

position.

T Due to high covetrbgehsepgfeesistsepfesdede qgn whublei ¢ f
repl acement r at eshiagrhe aangrepogiraa/teirte! i s .compar ati
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27. laly

Demographic profile and forecast

As visibamrlFt@mpopul ation will shrink considerably b
2070. The negative population growth rate is observ:
mi gr aftieormdal dependeermgtirmg itohe drati o of tmkese aged 6°
bet ween 20 and 64 wil/l increase sharply during the n
the year 2019, the ratio is projected to attain 65.6

This fosemasihl|l yhdr fteheant byt atl y f eat ur esr aotnees oifn tthhee | oV
world which is I|likely to per3%ogeéet mert hwint ht hien cfroeraessien
expectancyextirte meswytbhiirst h rate t hat i s parthiecul arly ir
popul.d8thieomi se i BhloowmadbRt Wotsonly will the ratio of t
older to those oewmiearhpbnp t he. n&dkn dalrexca@aarees t he fact t hat
wi || Il T veBlbeglksoutl |l ife expectanclifie sxpgacfacantdiy
85.7 years waswoamaoubatredihoR049 (81.3 years for men)
expect awaemebfioormn in 2070 is proj ecaresd ftoor bmee n90.. 9 years

Tabl2® | Damggraphic forecast

2019 2030 2040 2050 2060 2070  2019-2070

Population (thousand) 60,323 59,923 59,333 58,035 55,874 53,874 °\°

Population growth rate -0.2 -0.1 -0.1 -0.3 -0.4 -0.3 L

g(;-age dependency ratio (pop 65+/ pop 20 38.9 48.0 61.4 66.5 655 656 =

%‘;'age dependency ratio (pop 75+ / pop 20- 16.7 19.7 252 328 335 32.1 7>

Ageing of the aged (pop 80+ / pop 65+) 31.7 32.2 326 41.0 45.8 435 o i

Men - Life expectancy at birth 81.3 82.6 83.8 84.9 86.0 87.0 —

Women - Life expectancy at birth 85.7 86.9 88.0 89.0 90.0 90.9 ./'

Men - Life expectancy at 65 19.6 20.5 214 22.3 23.1 23.9 ,/°

Women - Life expectancy at 65 229 23.8 247 25.6 26.4 27.2 /’°

Men - Survivor rate at 65+ 90.0 91.5 92,6 93.6 94.4 95.1

Women - Survivor rate at 65+ 94.2 95.1 95.7 96.3 96.7 97.1 ; ,/"

Men - Survivor rate at 80+ 64.9 69.4 731 76.3 79.3 819 /

Women - Survivor rate 80+ 78.9 82.0 84.4 86.5 88.4 90.0 /°

Net migration (thousand) 134.7 2240 217.2 2143 2105 206.6 JH

ECO 5US'[‘RIA

The average | abour market exit age among men and wome
the next,adehcavdEaibheWwhi l e in 2020, .i22 vyaensorusntfeadr tnoe n6,5 t |
average exit age wil!/l already be 68.5 years by 2070.
for wo men, namely frotm 669.83 ywyaarss i 5100 aywedrtuti anat .
adjustmegasldeaygi ng the |l aboet ianiaméevd ddaddress the ris
l ongevity. I n fact, despite the increase in the avera

percentagpenf I nfeetirement remaensaundclwamged for bot
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Tabl&l taly: Exit ages and expected duration of

2020 2030 2040 2050 2060 2070  2020-2070

Average labour market exit age (CSM) - Men 65.2 66.0 66.4 67.0 67.8 68.5 p .'___,,-—“
Duration of retirement - Men 19.6 19.7 206 206 205 21.2 ._/——"’.
Percentage of adult life spent in retirement - Men 29.3 291 298 296 292 296 — 8
Early/late exit - Men 2.0 1.7 29 23 23 3.2 .__/L/.
Average labour market exit age (CSM) - Women 65.8 66.9 67.6 68.2 68.8 69.3 e
Duration of retirement - Women 22.0 221 22.0 229 22.7 23.6 ’_‘__/——/
‘I;’E:neen;age of adult life spent in retirement - 315 311 307 313 309 314 1.5 k‘\/\/ 14
Early/late exit - Women 3.2 14 24 1.5 1.6 24 '\/\_,f' 4

The labour market exit age as calculated based on Labour Force Survey data for the base year and estimated by the Cohort Simulation Mode/!
thereafter; ‘Duration of retirement’is calculated as the difference between the life expectancy at the average labour market exit age and that exit
age itself; The percentage of adult life spent in retirement’ is calculated as the ratio between the duration of retirement and the life expecitancy
minus 18 years; Early/late exit is the ratio between those who retire and are below the stalutory retirement age and those who retire at the
statutory retirement age or above.

S s Gt vt D CCO s

The role of migration

Fi gwBrldemonstrates that migration playss awmorikmmagr t a
popul ation over the ¢ oNirtsheo udtfi minger anheex tp odpeuwclaadteison a
20 and H4wowelad be about one quarter | ower than in t
have a younger age than the resident popul ati on,
influenced by miogweart ieoxnt etnot .a much |

Fi gddlet aly: Demographic forecast-2Wi6tO) and without

Main scenario: 20-64 == Main scenario: 65+ = = No migration: 20-64 = = No migration: 65+
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FigB8ireeveal s that in the scenario without migratio

and 64 wdunodstbesahigh as the part of the popul ati
year 2070.
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FigeRreltadge ®@Dépenteoncy®b)+/i20 the main scenario and witho
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As visibileB2ebbmrgel dependency ratio would also be cons
theeshhi oning effect of migration.

The Iltalianpsgpenmdiacdnppsmédndabo®AYBased pensifomr scheme
t he ewodtrikriengt ipeomp uinlaéenl e ment-agpd id abtiasnidamr d protecti on
organi sed fwiatmeiwh hfgled | i ¢ PAYIGt symrsitwear eapl pyeegeasnd
seéempl oyed ,parsongdi ng t oandneiind upsrtorfydPsaafidaiol s eadt 1in o In

are either subgemrdgi cecrmesac j enegnraanldat ory i nsurance in co
schenmlelse gener al compul sory pension system ("Assicura
is orgmywesgedal professional ddtdh easl e isnyssutreanmsc ea rsec hReANYeGs .

mo s t of t ham saerde boyr gt he National (BostatutSecdtaiztit pnalnd
Previdenzdoa NPoxi al e

Al t hough substantial ef f ort svahravoeu sb esecnh emmaedse wiot hhiamr ntohne
publicopesgshem theoVe&@dlcednmteci nues t o be characteri ze
profesandnalestegmaht Bhe opubl ic statutory2"9 ¢clee mes pr o\
functi omalciotriddsng t e itehre cOERGH i36d cctalt g hne sneo dseclh e(me s

are based on a PA¥YG rmdaoejasnteasdnf wi $ hbei ng | inked to cont
throughou®& &apeflseonpubl i c iptedelefenneysipemegoatefthe pr
1sttier nmi nii ma.olnmes t emacgi ad i ntaamxc e d soci al asagiest ance m e
avail abl e

Compl eme?famg Bi pensi OAirsevi denza c o@naplee memdwircced as
vol untaryf,undeagi toaclcap atiimndchipwindu aln s8bhygmasd t hese
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commleamt ary f or ms ofs, femplkdyepeesnsanoea aut ometeically
compl ementary occupats.onBhi petnak @ friccdnecemedwiktt he n t |
I'talian severance pay schemfsil @htr qquaghes eemipé olyami s
contributions tpoayt hsec hseenee raarnec eaut o matcioenpll leynent anygf
occupational pension scheme.

3% ipension previdsieod oramkef voluntary individual p
pl aNew forcmsnpdfe meé mtairdyu a | pebhased ophahksfe i,nsuranc
were introduced in 2000. They are offered by insur

deductions and supervi s edunwbedhu g a tmindsa adlosmm dii higo 1t ®
infoomafrom the Supervi softGonmindmmiioomnieondi COMIgPi | enz
pensbdnmi9l li on I talians were enweoblretdndnvodat!l]| pasa
This corresponds t3®6.a2% ovfertalge wat kitred popuwlnatei R0
2023) .

T 1sttier mi mé msimmonnc ome provi deed eByedeansi al assi
programs. Three instrMsneagnanescezdle@anal aseis
benef it for peopl e oveMa gtghoer arze toifieee naeantpd pa g e , t |
incr @anefsmaltlo pansitdesnsi one difasi at adeénzansh
pension pgeocplod deed, dependent on the duration

T 2"9tier standaride pswihgadt hengener ®lt a¢ cothmglgs or y
insurance sc(isméc AGOzi onei gpdim@mal epudbli ¢ pensi
system is divided intcecanirohYeRiddlresme Dnaeé. @n
publ i c sector empl oyees, private sector emp |
sh«kpeper s, far mer s, l i Beraalugpurty f esss ioms . s Thte
constitutes the main and often the only retire

1 2"t ipensioars be suppdy memmglde mentary occupation
plans unMeevitdhhenza c onmplaedneesn toanrdes cdo é.i8e Ir i icv & y
speakhagtpiadci pati on is voluntary, however occupe

ol l ective agreements (@ar tciocnippaantyi oangriese meme 5 . t

sons of s cthheemefdGAOmp ar @mbdtte on schemest ibvuetl y

ess condhby itome tdydd edf fund. CloséBomdi contr

sione finergo zitdlei result of coll ectivé bar ga

—_

»w S O

ociations and trade uniemsel onThesecsohameesr f

O 9 T 9 T O
® 3 o v o o o
-

potradet henlltaaddwmmebahdre system. These cl| o0sce

pl emented either as company pensionwifdueends by
pensionsétundp by tdaes sompanddy emhse trade unions f
group of woerkRerg, torial fpnoddeskBabnptocioderiage
of t he five aut onomo ursh e prcdwismreade ss yisnt eiing alay.e
compl ement ar yp encd wmat ifan mF omein Famsdisd (e'saperti
are organisedsubryanlo&nkcsompiami es, i nvest ment co
management chbmpwniagse. open tpor odesasli ath@al nagmoug
participandmpl(eygd ampaeadmlles)lo to i ngiavidealpavobuan
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thedt3d erOpen pensifbdtewt hbodsupati onal pension plans
affiliation and personal p e nsTihoen sptlaatnes ewnctohu riangdeis
participation in suppl ementary efehHewemersystems
compl ementary pensi oyn af umidnso rsittiyl lofc otvheer lotnall i an | a

is also due to a wedakBeperefrorFmanmame: eo f2 0f28nd s2 1 5)

I n addictaonotnr adcrddu ad pen f umredxsi,stti m@Ropmdei d s pensi o

preesiosatreentd third institemeonkdliydomaeaumpaftoironad mp

pensiTomesy. can be set up either as autonomous and
autonomous funds based, for examplTd,& ooami t he empl
pr-@xi stinigs fandel i ¢ ofr otchees st roafnsdad mmplnement ary occ
pensions from a defined beneAflilt ctoampa edneefnitnaerdy cpoenntsr
funds now operate on a DC basis, as thOB is the o
plans are | imited weor eexiimtomagr dtuinadmns kehfadr e Nov e mkt

existed before the transition to the DC model

The system of compl ementary occupaéenoaoabmemtensi on:
mechani sm folMheémmpmeygidsasbiassred on the I talian severa
TFRArattament o dif TFhien ea uRaopnpaotritco enr ol ment of empl
the TFR scheme t hceornepfoonoeent f loe meg ompl ement ary occup
pension systiean.ddfher Mé&ERaitndemqmuiitrye st empl oyers to s

por toifon he &mpladywee, that i s accumul ated and retur
termination of the employment contract. As of 200"
their annual TFR seva&rmpeicei @gayplpamvarsitom keep it i
as a backup in the event of redundancy or as an

retirement.

Suppl ementary pensions affandledo mdovidedl| apeaapbt
se al | edmiPRalnA ilnidipveindsulam ol e Bffr evi denlzeamemtmpr e ad

adesione ©bDadhemdilme ees iindividual voluntary pens
charac3t®renofindividual. fNew efdo preBiwso tbendsapndaVvi dual
pension plansibasednoa ¢t¢orfteracts w&8heyiateoduced
of fered by insurance companies and are incentivis
with similar conditions ad nfduiwdad ad sc c@mat iad sl pme
in themamtoivenefdundd@se mdi 09 jhherotuigh | hdi vaduah. af

El'igibility

Ol-dge pension requirements in 2020, for private and
mi ni mum of 20 vyearQECD 2panitarliyb uits omlsso one of the s
counttrhiags | i nks the r et icrteanmecnyt. archd swiltim kl iafiense xappe av o
retire too early with too | ow pensions as well as prc
future retirement age in Italyiwigllthlkel aboyweamariket

ranks aeolmigghést in the OECD (average: 66 years), onl
and Denmar k.(0)§@D yah2 k)
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In 2020, early retirement is possible if dcdrmetnri but
mont hs for men anmoAtthygehos warebhenincreasing in |
Fi rtsiter and second tier pensions by the public st af
Thetalian pension system doetsi @t mii msciialnm epxams tiinntge g

mi ni mum pensiedn wgtéi anttdhe statut or ywagedod ri aslh epde rf soir ¢
new entrant.Spaci &ffi la®Wcéed soci al assi st amce enceuaseur e
thminimum imchlmensito&orl der people aged 67 dand ove
in Italy for atméaemestmethd® hiygasociaeéndafibtescmdn ca
Mssegno oboan gheanThkd. qual i fying ageafilpnstedesridamnmeki
wi th chanfgee se xipfEhblt aoic &l ahdso itomerzewefl f are. sufppiostnot
tied to the paymdmtt af | owwathrciebiutsi 6 ax. exempt .

In addition to pension benefits, pensgsicdomers wiotnh hil
supplname tcheael Iseodliabor ease(Maguogéforazi ofibesambahe of t|
soci al increase i s staggered ackion dlrinega fitsams ttehde ag
citizenshififenpemhieacn t tdafdoirn asnezmi or pewmnsens awaofi AP
209, subject to the samdnbrresirkcesnae cdadliawsia tlcuete g ac an
to méersesting crifMesegamnecbdbetf hg 2@029De gsnodte a'l e" f or
singhdividual amo u & one da nt oa nENWRR Isbt,b%7dus eddacross 13
ayments equivealpbent mobop &@WURFdner s wi tam lexw rme meoind rmd
ocial , bepétirtedVMatggi as artheéneégno <amni ghteant ed. Thi s
uppl! ement acrayn armecaucBhJ Ru plpd ro mont h, el evating the to
,70annupDEZD 2021h) .

o nw un T L

n Isttaalnyd,ar d m@dmnideart opryoseot gani sed within the scope

syst&€me PAYG mechamiemtliys shiifnddgbdreftioa a(ddeBe f i ne
contribution (DC) ftiyahh sietrinwdml we Wweer ,| otnhge because t he
fully covers only those whdhPaAYGyet emoopedabes$ owe
contribution rate oki ha%e-t WdbhBncolhiesedappr 6t he emg
the remattrhiirgdst wvoo e borne by the employer. Upon r
determined by computing the cumulative I|ifelong ¢
growt h r atde a(smepeeshnicvee ng average), and a factor kno\
coeff NDCentul es follow actuari al principles, implyi
retirement age and <changes in | ife expiencatnacn cayl . T
sustadimnity and will only be fully effective when t
This transformation coefficient is shaped by fact
probabilities of | eavi mognta csiupraviievdi nflgo rsapwhui sceh, saunrdv itv
would be received. Consequently, the benefits one

retiremenad yaownuger tretirement age translates to a |

I'n the year i 2nu2n0,i ntctmenemitmk eccount for contributio
EUR 206 per week, representing 40% of the mini mum
earnings for benefit cal cul gteironse awa su ncdeepp & ch ea th eBWJ
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Regarding xttimgg ioidegensi ons being received, the system
This means that the adjustment to pensions through i
receiving | ower pension amount s, anss . o pTphoes eeidn dteox atth o s €
formula for pensions received in 2020 is structured a

T 100% of e f'ecodtndex for pensions up to three tim

T 97% of toHei fe'ositndex for pensions up to four time:
T 77%tohfecoosfiti fe"™ index for pensions up to five ti me:
T 52% of tdHei feositndex for pensions up to six times
T 47% of todei fe'ositndex for pensions up to eight ti mg
T 45% of toaflef etosthdex for pensions up to nine times
T 40% of toHei fe'ositndex for pensions exceeding nine |
I n essence, the notional accounts system ensures a ce
benettsa ki ng i nto account wvarious contributing factors
age of retirement, and indexing principles.
The contributory public pension is taxable. As of 20:
rates bas edoamoen |tehveeilrs :
T 23% for pension income up to EUR 15,000
T 27% for pension income between EUR 15,001 and EUR
T 38% for pension income between EUR 28,001 and EUR
T 41% for pension income between EUR 55,001 and EUR
T 43% for penskomeyn EdJRe 75, 000
Notabl vy, pensions falling below EUR 8,125 annually a
irrespective of the ag@entorfi i tei prerrsmade rtecitphenpubl ic

are entirely deductsi bmecopromrthe tadavidoal'

As mentlitoamled,i s one of the nine OECD countries |l inki:H
l'ife expOECBNZRB3dY. 2023, the stat uRoorr yc urerte mte meanht o uarg
mar ket entransts andtréedeimeonrtmad ger oj eedaeld 70 Iyeadrys i n

However, the high statutory retirement age is not bin

access to early retirement202@8f,t én awiyt fxt te nadlepe realrtly. r
whcih wer e supposed to expire by 2022.

Fundeedc osmach d tthiierd

Fundedccupalpieamsi ons are available to employees of t h
schemes t he statutory pe.nsThoens e npseurrsainocne sscyhsetneens ar e of
thegssem compl ementary occupati(BinaVvi odenzal tempi eme peal
ad adesione)Cecrmpll eme vtaary occupational persgieons suppl
prot esSpdcinfiandusndidemder i n aci@eessopdaos drodd 6 nsft en

referrednto apednsalod (fFommensi one Jnaergeo ztihael iresul t of col |
bargabpet wgen eGaplsomyeéras i onusniambsey nanpe emented either a

Contractual funklsosedidaiesdocahked r esttreircitame sobnsieymbef shhe speéeci fic
fiom economic sector for which the fund was established can join i
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singlepapneynsi onormsendmrwi sipe@asi on funds set u by th
associand omnhe trade unions f or (@an cslpuedienrgp t ® eglefb up
wor Kleedri famidé&ltimiperof essovenbge ofn tthhawefeo nemous

pr ovirnecperse s @ rdt f acritnt soefd.Cf ameld funds can be financed
and emplByyeonnfbp@asdnsi on(fFlowmmds pensdaornee saepbeauatkis by

i nsurance compani es oranidn vaessstente nnta ncaognepreemite sc o mp an i
gros@f rgaci pant seripl. ®y eTdbhaegg sod Ifdeorl | beoodtdiuweat i onal pens
pl ans and personwailthmeinsdioni dlagla s afl feislsi aotfi otnhe avali
di fferentocfcaurpmadf uofi@ld pensi,dhectcmalimbs of empl oyee:c
enrolled in private penlsimintéddndGECE mMAad2ash)Y.el ati ve

Starti 290f7rommphogesees whet htelraintrmoualnvee®ber gpmroesi si on

(ffrattamento dig THRIRNenidmpapmapwoas abn tpol akne eopr it i n t
compahtye TFR i s aoemanmddaatperaypaywlail ¢h empl oyers in It
contribute on behallfe cfurtrteeaitr complro paes.on rate is
The funds that are invegtigdlumrddripon anmruadd sys dfhic
a fixed rate of 1. 5%, along with a variable compo
i ncr eaisee ciomstumer price index.

I'n the year f20m@ mf fund®Pdepéedshen pbmpHemeohare
i ndi vildaisad d& nodn vciodnut ar(f® ¢ & 8 i i pe&insii dafd )Ptwerne i ntroduc
They arebyfifressceodmpari es and arye tiarxc eretdiucitd echs and
with similasoaoprdcineicccraspalt i peansi oM gddlsdarmecti on i s
t he i ndividual pl ampr bt wegu aRd Micae ht BEomftirtact s
("gti one s,amar dutnaa'p)e dd.uTchtes Hpirofii ts policies guarant
rate ofArroautwwr rtshoifr dassets undernem@inR ge onetmitcd autadse
profit guarantee (BetterdFnhadcpodbd2zbav2da&) gulalrean
According to data from the Supervisory Authority (
both types of indivikdiusal speunlkdoal poobHdecseen agai n:¢
the generally disappolbhbal hgndévebhopmahtaontli t heur an

Currehntl gompl ementary pemsiao®DCf brads ssparhettdnl y pe
type of pebBsipdnmanpsl aanr.e r e st (rfire € dof U @ d\xl)cdoerrd i fnugnl dys, t |
entire pension system is being converted from a d
(DC) siyasltsean i n wioeweofsitpmd bifctéppatemoty an NDC sys

Publeixpendi ture

Toget her with Greece, ltaly spends the |l argest pro
among OECD countries. Bet we esni 02n0 0sOp eannddi n230 2hGa sp ui bnlcir
roughly 2.5 percentage points,tonaarbeduwt flréo np €lr3 . Se mte
The OECD average rose from around 6.5 per cent of
Public pension expehdi tetxperienaetbscppaftedant gr ow
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decades, as ching®Bm®e seenrdinng to the projections put
Commi ssi on, spending on pensions is set ¢ othiesasch its
period, expmpermpdiotjwerceadsedarnr o account for nearly 18 perce
of the increase in expenditure is demographic change.
After 2040 cuts in benefits for future rettiiromes at | e
and valorisatié6bormiul benefogether with increases in tI

first claim pensi ogm obamrhe fiint sp,u bwiilcl (prE€@dBuU @2 @ x pendi t ur

FigadBeltaly: For exgpetndd @8rupieblo;n (in % of GDP)
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ltaly stands out among the OECD nations as a place wh

favourabbme conditions. In terms of relative proport.i
above is apmrudxwiametmtdtyt el i ghtl y higher t han, the i ni
popul ati on.

As in many other OECD <countries, average income ten
Li kewi se, women in retirement are at greatngrs risk of
relatetdopenncome and |l onger | ife expectancy.

The gross replacement rate, which -rseitginriefmeenst peeanrsniionng si
surpasses the OECD average notably, registering at 74

year .2020

Mor eovegrr,ostshepensi on wealth, measured as a multiple o
surpasses the OECD average as wel/l. Specifically, it
earnings for men and an i mpressirne nh@o de@ECEs t he ave
2021)

Forecast of public expenditure
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The breakdown of pension expenses as a portion of

i Fi gBde unsurprisingly illustrat esantdhath et hper og negca iends
in |life expectancy witl&Dmoe¢ atbil matiimpmscti meamsnegat.i
effect,jfqeant hrough the dependency ratio, accounts

over the entire prypjection peariondg. tMet ablmefr ame
coincides with the retirement phasedeopfentdleenclyalryath
experiences its most pronounced increase.

Figddeltaly: Componketpubfi chaxpgendintuor e

[l Dependency ratio effect [lll Coverage ratio effect [l Benefit ratio effect Labor market effect Other

2030 2035 2040 2045 2050 2055 2060 2065 2070

Quelle: European Commission » Erstellt mit Datawrappe ECC)‘~ )

Looking aheatder nmt hvei albondgty of the pension system,
demographids, tis anticipated to remain intact due
prompted by prior pensi on drse fdoersnpsi.t eT htihse rheesiigl hi teenn
expenses stemming from recent temporary measures i

I'n pararicuhe anticipated evolution of the benefit
pension expenses a®, ademopsttavbnngfaGdecrease of a
points. This is primarily attribubD€dstlbemdeamgd adh
indexing of pensions to price inflation. Similarly
pro

percentage points betweencD&® Bseaddae7@.o Ttthies rrae

pdcto bring down pension expenses as a percen

requirements and their alignment with shifts in |i

Lastly, theiingpédctomr eaqiulempl oyment ratio decrease o
driven by ntéti dem@yecadaga)

Forast of replacement rates

The decrease in the benefiTabl®ti onattledty dammb e oo mad

changes. Alongside the adjustment of pensions sol e
is the gradual transition fiomThhe DBanpgstémnt @ st i«
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by the regul ar updanhecoéf ftirainsftos mali gned with assun
rates.

TablLlbal so is$l uéder atheenging trend in the replacement r
relationship between the aver agho e ntsa koinn g feoar Ilby tphe msei
and the total average wage ofr l abour i ncsourree at t he
remains notably elevated, averaging at 67 %. Thi s p a

empl oyees under t he DBulatnidngniixre dr elegt imeel,y rteisgher pen

Afterward, the replacement rate dxapgdroine neds oad ddea aldiumd
solidifies, coupled with a resurgence in productivit
| owest egpprnaxiomately 45% around 2050 before rising onct
projected periody bBbtlWwapdhNotabhgs deaihg the transition
of pension values to inflation hel ps rmarlrcaw attheed gaspg nh
more generous DB regulationstoaodrtbhe(EUDZX2RENIi pgasi ons

Tabl® I taly: Benefit ratios and replacement rates
2019 2030 2040 2050 2060 2070 change in pp
Overall benefit ratio 61% 64% 57% 49% 45% 46% =152
Earnings-related benefit ratio 62% 67% 59% 50% 46% 47% -14.7
Earnings-related replacement rate 67% 55% 46% 45% 49% 51% -154
AUSTRIS
Forecast of debt | evels
Fuel l ed by t heex preinssee si,n dpeubbtl iicn | taly is projected to

2045, as cahi pebsAdentheir peadk, iqarbadd tfiiersamaie expect e
155% of GDP before gradualdar d2ec770.ning to 150% by the

ltaly's public finances are considered at high risk
results of the S1 sustainability indicator.
However, according to Commissiontasmessmenai pnabihlei tiyc

i ndi catteasl yt'hsatdelbt i s one of the more sustainable in t
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Figdbeltaly: Pr-o g ggmtoisesn fafnalnen @l l'iabilities (in

155

150 150

145
140
135
130
125

120

2000 2005 2010 2015 2020 2025 2030 2035 2040 2045 2050 2055 2060

AUSTRI

NSTITUTE FOR
ECONGMIC RESEARCH

Vol unt ar y/ Mecncduaptaotriyonal / Per sonal , Book reserves
Funded comppemsesnbar yl ans are both ofchceuyp aftoromat hea
compl ement ary second and third t i. eMesmb e f gohti hpe It
compl ement ariyg epneenrsai hoenygsd a (b myec.e 2007, t here has been
aut omatdiiotebéyer ancenpaybutions t o Tt dtet alnFeRn t LY sdkie mF
Rappodtheompl ement greyn sséivonhdedan empl oyee does not mak
aftermantsh xpernodl thevamance pay will be taiud manlat i c e
pension pl an.

I ndi vpemusailon( PliccAms be i mpl emented throughbagsedi on f
contradlesy c onutshtea chtassadde foinned contr i beticompreenihesd .
provide individual pensiaocepkamsr abteosugPl PEje tCas
participants exclusively. These plans necessitate
by the managing insurance company.

Contr acdtlaiapiensp loamanrse t he resul t od Cormotlrl aedcattnicade abr &r g a
separate | egal entities, ensuring a oclpeasodisgin
empl oyers. Member ship is -émpli ¢ gad tionceimpitbizaeles awmo
condithatsseatr ein the codtlectCoret ragatereale pensi on fund
manage directly their assets. The governing board
professional managers (bawkstmensufanme anthpaebses,
companTkse) governing board, which includes represe
employees, oversees the fund's operations. Their r
in the best intrey esndcd oenedaftisc imermbes aamd i me@uicatrarmy
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requir elnheentBoard of Directors is responsible for esta
policies, as well as choosing investment manager s, t
admisntrative services. TheorCtormnli td etey harsd ac aggretnrealal f w
i mportant role is played by the Gener al Director or |
decisions of the Board and is resptoinendl a&r d oaarrhieed uc

exclusivelytiof thend nmemesr s

Pension funds that were already in operation prior to
of 1993 are rekeisedngopassipar funds. They come in
contribution and definedalblenekiststismdrethesi ndNdt bbhegf it
accepting new members, and a significant number of th

into defined contribution schemegs.m,Asgirias triensgu lpte nosfi otnh e
funds ar e eexcpoenced eadshtewvBbki ng share of the private pens
new | egislation does not allow them to expand further

Il nvest ment regul ations

The Pension Funds SOwpé@Gommiosyi Boeardli Cvi gi leahza sui f c
acts as supervisory authority for both the occupation

and closed funds and by open funds and individual pen
The existence of a mi miumumnt eturon @r c@mo ftial guar ant e
pension scheme or contract. A capiemelnt@uar goretnesd 0ins . n C

As already mdkintii dwmeld, Plidke onheidd ipdhmbd ofif n-i t nk ed

contrRDegesmglion the choice of theérei fdiamedvwoalk pamtdiidii pa
the coll ectithemagr eoeememdy not provideTHer aat uparlof i t

investment perf oomanderms of iIindwweia&b&uppeomrsyi on pr od.l
Aut hority for compl e meprtaawiyd epse nisn foomrsmatG@G@wvl Pon t he ri
pensi on c(ohGWwlarct 302 3, 1Ac¢ colracbilreg!l ¥y5) t he individual |

parti chulveer |y wvedwerrsies ksMoruecttuhan 66 %anonf s praafrietc
guar anmtvieteldop li 4 As r e dgcarodBseodnt r act ual pension funds, 26%
hav

structihe corcdapendpaganbéeilspl 4dWs

e guarant e@muemnc ofnumaxc t s h o-fwr iaecmdol rged  rl iesaks t more bal at

According toPEC®D0 MZetpiodimverst ment regul ation of pensio
202dmn)vest menti mpgaeatmaxi mum | i mits on certain asset
applies to the compl ennse notnar yl novceasitipn@adnit e nrisabgrugiteil o/ a |

for contractual or cl| oscead |feadn dpstei ogepehsndsn dnmddso Re
andeidimgts apply for investment in real estate, ret
funasd bank Dieposiithvyeseméntesitnate is generally prohib
applies to invest meDitr eicnt rienavieeschamaantpesi fvwt s i nvest ment
are permitted according t o ,t hearditnhvee sctomrednidts itr sarg nuttl lmatti oi n

are compliantdiwidcht UtCleel @Btler t aki ngs for Coll ective I
Transferabl)e Recwrmutliagd ve | imit of 30% applies to in
no-WCI TS compliant seovest mestsedgunidanede dmanket s. Bank d
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arpermitted pruovyiesead exhenenseandeeg uidgeui di t y. Pensi or
are not expected to hold bank deposits as a major

The investmentompgelgamarti amyoedednesrisoni nprltaly also in
investmenFiabdrpatdhere is | imit regarding the over.
some restrictions apply to certain asset cll asses,
estate andrrfeonrceyi gdho@anui. ng@ t o the OECD in$ocmati on
estrictions do not apply to foreign investments n
private chgmpiam,i edi.rect invest nmemnwed.n Ase arltergesarttdast ei ni\
in retail i nvlesnt eneatrefSamn @y eodisrenftor ei gn takatt cl a
arleelicdirect-¢d ympliVa@InES. A cumul ative | i mit of 30%
estate f-URGHTS howesnhmhesecuardietdi eisn nroetg uthrad lerde andhay k e t
beementi oned. Foreign currency | oans are generally
exposure to foreign assets held in private investm
As regartdsi hmglmeitisss memtbs 5% cvemuil mtt applies to equ
bonds i ssued by a single issuer. The correspondi

companies that are part of the same group.byNo cei l
pub&ddmi ni st riast iammn ,OECID ictountr y.

Assets allocated

At t he enadp porfo XiOmdtd ¢li yn9 members had joined Italian
under managemaeppr or bthteidll lyi omt etuhreo.end of 2022, a
midn i membefjosi had penJobpal fonetdsassets unded omanagert
arouwn@dil |l i on eur oapprreopxr esaa et iIGOR eofd fd nanci al assé¢
househodQdvsl P .2022)

At the end of 2021, pensi est &dn dencaudrsibttisesswe(r5e3 .nra%)n,l

government %ondsesqui2Rl%iés wmnduadab funds. Domestic inv
for 9%o2f. 7t ot al assets (40 billion euro), most of whi
securities ansscuocendp aime estmeallell : 4. 7% dfi [t dtoanl eaus ve t( ). ,6
3 billion were corporate bonds and the remaining w
I n terms of all ocata e tosf, pbentsh omo rstarveecrtsu a l and
i mpl emenser vast ment nyeCad rctiressct ual pension funds in
their asset swheotveeare apfili%da yset s hdebtnsestedti es. Oper

funds are only slightly | ess emuisteip ndaryd ¥ierd %bnii ltlhs 3 C
andonbdsBetter Finance 2023, 222)

I nvest ment performance

Over -ymedr period from December a20elrla gteo ahencueanhb eirn v2e0
rates of return of fundvweads ah.ds%Pr(iBE@ERsDPEhXE)E.ont pll vn
mi ddl e of the OECD countries considered. I n princij
OECD countries have higher comparative values, suc
Finland wiThk &u6%ors ofif nanhcee Breapoerrt2 E(6202dBescp i be
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invest ment performance of | talOwuear peaseomobsendat iaen d
period, annualized real net returns for Tbhbentractual
comparative val openwera s BD5Pd fimiRitis® @rnaf i0t. 9% f or wunit
linkeWi PhP.r eal rates of return of more than minus 10

2022 was pfaat astwlCOVBPcend of the year reportr for 2022
resulln s20 2a2v etrtmegreet ur n  of pension funds-9wi#@onegative:
contractual pedDi%dnorf unpdesn apnednsi hredP lumd,s .t ARes dwer age
return-lohkadi pr oldludgt sa nwda st h-pt o foifdtuwittsh %.a0sv ex0 2

years from 2002 to 2022 the average net annual rate
pensions and 2.7% fo(COYyleh 2pe@aBaboline fluBhdasi®y a l
average TFR revaluation, net of taxes, was 2.4 percen

Tax treat ment

I t aldoypted an ETT system as an incentive to compl emer
contributi oorsabédrej ofyi sfcaaMo treat ment , while accrued yi
Contributions can be O6tdexdalkltediurpaadm Bq ripéetr. Sy7e aEur o

Empl odcomges ri buti ons are included in the ceiling calcul
taxed at a 11% rate. In order to avoid a double | evy
already assessedmdurati hgntepfboaraee,. tTahxeart i on at the ti me
applies only to deduct-dddoonhedi bobhtonbutsonseandni nve

have already been taxed.-suotpayamenrutist i esj cayndt Heumpa me
treat nheentt.axT r atse voanr ibeesn effrioom 9% to 15%, depending on
participation. The maximum rate is charged to member s
The rate decreases yearly trmhiulr ei to f(C@&ICRY €0r2slt)s mi ni mu
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1. Strengths and weaknesses (according to O}

- High adequacy (OPI 0,80), medium market capit
0, 1)

- The slow trahses DB want ¢ moldE yt shtee mewihlitlgdh f i scal
l'taly, which ulti mat& |de biTlHlee vaddds.@ rimsc it dhhaag e alr te
current replacement rates, elaowdved s, teqgdt a haaeatto
comparati ved %% RBiDrdBund ¢ v o c caunpda tp ievadt ens ar e
incentivized hsoiwreoe r2 QOptrti iyeatpsaitd mns e mames | i mi

2. Tax treat ment

- Across all ,schewmewse rBEEphecdsiecsonl y taxed on thdy
been taxed during the accumul ati oner t h hdee dhueacatni
Il imit are not taxed again.

3. Contribution rate to funded pleanpd ogyrece spl

- Contribution rate of 33f%e wmphopyrere &Bhdrtdwoovh

- Additionally, employees can choose to invest
to 6.91% of gross sal amngreemeint based on coll

4, Asset All ocati on

- Equities (25. 1% 42b7TW) s aasshbamdsdeposits (6.

5. Obl i gatory character

- Al empl o
tied to t

eay | oayckrdskejldct t o mandatory sodheaebke
eir. profession/sector

o<

- Supplementary pensions -amcte dnosdd wp astoil amalarsg h
to these schemes differs based on collective
participants (open funds)

6. Papto options of funded pl ans

- Occupational pentbog sohemégc womulE®te @ f c apuint al
payment, 106sO0u¥n iwoulludmpbe | ow

- Individual pension plans: same as osuomppaymaan
possible, if 70% of the accumul ated capi tdal Isg
all owance

7. Contri bution rate to funded pl ans

- Contributions by enfpdrodyeedesi dnrechemesfweétg eq
2021 (or |l atest year available), while the sa

8. I nvest mdrotr maer c e

- loyear average investmzh2lra2e5f return 2011
- At the same taweer achee WaESCD3 . 7%
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Additional information and results
T Nowadays, the Italian pension system is a public,
whole resi dent PAbpelrat transitional phase, the ad
contributi emvschgma ias wel | as a link of eligibil
age and early retirement to changes in |life expec

prircfel dti on.

The public statutory pension sysstpeent i Wiiidclh siotcs pr
insurance schemes provide the main and often the
overall system includes complementarysioacupation
pl ans. However, although the Statelgriikeerages part
up of these supplementary pension schemes is stil
Driven by demographic change, public expenditure

significanyégr u045%5, tbefore dropping steadily af
designed to delbtain public
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28 Latvi a

Demographic profile and demographic forecast

According to the demogtr\igdbil® , f darheec appdbpdid cart é dne wi |

di stiyncup@0tddd mai nl g dombti onlaawofmerotfi | ity and. negat i\
From the current 1.9 million people, anhe fpaophleat it
1.2 million pedpterdipeg oced@dtyaphnct peopgetisdructu
xpected to shift dr asstoincsa |l | Wh etroevaast glesh god wiels &k t pneg n
expected t dhedegorpaudsad, oth aged 65 years a&Aradoakdwe i s
to the mosécteornoddpngorea pogiisce | i ne scena-poppul wdbi bhng
aged-620s expected to decrease fro@R atbooudaboautl &iid,lC
people in 2040 ang@ GO tpheoplteo iarhodG6-BddeCpopealt ael pn
of persons with 65 years and above is expected to
2022 to about 430,000 in 204G and oalscelyta ecaigge@®l, 0 0 0 |
dependencyp erpddagdb 5ofy earosys ecaonmdpar ed t o teh ep onmpoulka thigo na
age2d64 is expected to incb8asSei hrRWMdBFABdiIi m 2059 t
respectively, accordi mgcbodiame uhgait eg Remormor e o)
demgraphic psoameer ia&m 2iBrycfrremoast 36 in 2022 to abou
i s expkHecweder , even in this scenario, the dependerl

al most 14 percentage points over the next two deca

Tabl@&l atvia: demographic forecast

2019 2030 2040 2050 2060 2070 2019 - 2070

Population (thousand) 1,914 1,703 1528 1,389 1,270 1,178 S~
Population growth rate -0.7 =1 -1.0 -0.9 -0.8 0.7 ~_——
Old-age dependency ratio (pop 65+ / pop 20-64) 346 45.7 53.8 62.3 69.5 63.6 —
Old-age dependency ratio (pop 75+ / pop 20-74) 14.5 17.4 23.2 27.7 315 34.6 ,r//
Ageing of the aged (pop 80+ / pop 65+) 28.0 27.8 329 36.7 38.6 47.0 ,__,——J"
Men - Life expectancy at birth 70.6 1L 75.9 78.4 80.6 82.6 /
Women - Life expectancy at birth 80.2 82.1 83.9 85.6 871 88.5 : /""
Men - Life expectancy at 65 14.5 16.0 17.6 19.0 204 21.7 /
Women - Life expectancy at 65 194 20.7 22.0 23.3 24.4 25.5 /
Men - Survivor rate at 65+ 69.1 76.2 79.9 83.7 86.9 89.4 /’
Women - Survivor rate at 65+ 87.7 90.0 91.7 93.2 94.4 95.3 _,/""
Men - Survivor rate at 80+ 32.7 41.9 49.9 57.3 64.1 70.0 /"
Women - Survivor rate at 80+ 63.7 69.8 74.7 78.9 82.4 85.4 —
Net migration (thousand) -3.9 -7.3 -4.7 -2.3 -0.6 0.7 _
Net migration over population change 0.3 0.4 0.3 0.2 0.1 -0.1 %
« Created wits Dataw ECO =

Théaging of ot hdi avehe arh, tghieversel at i ompsehispnize tawean 80 a
overmm hosgedawvd ovwirl | increag&ed 2firom2 @l .r emhti s wi I | ¢



AUSTRIA PENSIONS SYSTEMS IN EUROPE 110

fundi ngepomresactuher esxopceinadsiutpuorlea-sgfcmmgnd publ.Licf eneal t h
expectantegr aimebebxpected to inabeastelbtl@Pmdcygenestlin
2060 andewmos22n 207,0.i frrore xwanhdera m@yp avtf | | increase fr.
abol9yeairms 2t0@AD. 4 syear 2060 and 2t0c/A25 05 dymagihrgi, i ne

l'ife expectancy from 65 ¥ywearss ifsorgomenrg6 weod ridénycfreetamaes tb y
wo men ercetsigfy erhayin chall epgbofveveéqatvi wae i setcrmiagii atgi on,
td. 300 people in 2030 and 4. 720 B 0Pe o plnewairm s2 nde. nH rgam
expected t o aslFsioogvd henvini g 3 f].e

Thel igibility age farntsahtat bteemy i menmeiacredr itsoi ncgo mpens a
|l i fe expekrtaamcly January 2014 the retirement age has &L
every-wretairl 2025 when it will rea@lham@®ezle@ousnt OECD Pe
ProfLiat wFhraom 2h0i30 dtevel opment hastlaé mbstume depalcotpmant
average | abour mar ket exit @gb&pfomMhboahemage aaflf avot
retirement baygea bwiultl otnes &®Zae,nufparom 63. 2 years to 64. 3
from 63.8 years to 6daveerfaogre weoxmetn .a glefst ewi Itlhisst ay cons
and waom

Tabl® Latvia: exit ages and expected duration of

The er wlf migration

Negative net migration is |likely to have a significa
sharp increase in theThegefdegen demrmgecy i vat ince.t mi grati
expected demogrEaspemi ci nagtehien gud e nnairgaroadt iiotnhb s wi t hout t h
negative consequences of negative n&®4wi lglr ad é ®lni, neé he
from currently about 1.1 million pberophe mai 2082ehar i
considerinmgermmeggatiwvwer, htolwesy decline in the working a
much more prTdhreoumaiend. demogr apkhiee Ssegmibhgwaitnnaat




































































































































































































































































































































































































































































































































































































































