Pension Funds in Figures
&) OECD

May 2015

Pension funds’ assets in 2014 top USD 25 trillion in OECD countries

Preliminary data and early estimates for 2014 show that pension funds’ assets exceeded USD 25 trillion in
OECD countries (Table 1). In all the OECD countries except Poland, pension funds’ assets grew between the
end of 2013 and the end of 2014. The largest increases are found in Estonia, Korea, Luxembourg and Turkey
where pension funds’ assets rose by more than 20%, compared to their levels in December 2013. On the
contrary, in Poland, pension fund assets decreased by more than 50%, probably due to the reversal of the
mandatory funded pension system that led to a transfer of domestic sovereign bonds held by open pension
funds into the social security system.

The five biggest countries in the OECD area in terms of pension funds’ assets were the United States, the

United Kingdom, Australia, Canada and the Netherlands, altogether totalling USD 21.7 trillion or more than
85% of OECD pension funds’ assets.

Table 1. Total investment of pension funds in selected OECD and non-OECD countries, 2014 (preliminary)
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This first issue of Pension Funds in Figures provides a short preview of how autonomous pension funds fared in 2014
based on preliminary data and early estimates. More developed analysis based on the final data collected for 2014 will be
published in the 12" issue of Pension Markets in Focus, scheduled for release in September 2015. An Excel file of the

underlying data can be found at www.oecd.org/daf/pensions/pensionmarkets.

Contacts: Stéphanie Payet (stephanie.payet@oecd.org) or Romain Despalins (romain.despalins@oecd.org).
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The OECD weighted average asset-to-GDP ratio reached 86.0%. Five OECD countries achieved asset-to-GDP
ratios above this average: the Netherlands (161%), Iceland (146%), Switzerland (126%), Australia (113%) and
the United Kingdom (96%). In 16 OECD countries, the market value of assets accumulated in pension funds
relative to the size of their economies was below 10%. In most OECD countries, pension funds’ assets have
increased at a higher pace than GDP since December 2013.

Among the 23 selected non-OECD countries in Table 1, the same upward trend of pension funds’ assets can be
observed between 2013 and 2014. Albania, India, Malawi, Pakistan and Romania experienced an increase of
more than 30% since December 2013. The funded pension system is also expanding in Armenia with the
introduction of mandatory contribution to pension funds at the beginning of 2014

Positive real investment returns account for the increase in pension funds’ assets

Pension funds in all the reporting OECD countries recorded positive real returns between December 2013 and
December 2014, ranging from 1.3% in the Czech Republic to 16.7% in Denmark, with an OECD weighted
average at 4.5%. The simple average is higher, at 6.4%. More than one third of OECD countries experienced
real returns higher than 5%. The positive preliminary estimates for the real rate of return of pension funds’
assets could be partially explained by: i) the good performance in stock markets (the MSCI World Index reports
an increase of 5.5% in 2014); ii) the falling interest rates, which increase the market value of pension funds’
fixed-income assets. The low-yield environment may however also increase the actuarial value of the liabilities
of the defined benefit pension plans (see the analysis in the forthcoming OECD Business and Finance Outlook
2015).

Outside the OECD area, pension funds in most of the reporting countries also performed positively, but with
returns lower than for the OECD area on average. India experienced the highest performance at 19.1%. Three
jurisdictions experienced negative returns: Armenia, Hong-Kong (China) and the Russian Federation. High
inflation during 2014 in Armenia (4.6%) and the Russian Federation (6.3%) could account for the negative real
performance of pension funds in these two countries. The negative real return of mandatory provident fund
schemes in Hong-Kong, China is linked to the combined effect of a high inflation rate (4.8%) and weak
performance of some Asian equity markets over the December 2013 — December 2014 period.

Figure 1. Pension funds' real net investment rate of return in selected
OECD and non-OECD countries, Dec 2013 - Dec 2014 (preliminary)
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Shares and bonds dominate pension funds’ portfolios in almost all countries

In almost all the reporting countries, shares and bonds remained the main instruments for investment.
Pension funds in Australia and Poland, and Kosovo, Hong-Kong (China) and Malawi, had more than half of their
portfolio invested in shares. Pension funds in the United States also invested a high proportion of their
portfolio in shares (49.3%). In six European countries, mostly in Central and Eastern Europe (Albania, Czech
Republic, Hungary, Romania, Serbia, and Slovak Republic), three Latin American countries (Costa Rica,
Dominican Republic and Mexico) and India, pension funds favoured bills and bonds, with more than 75% of
their portfolios invested in this asset class.

A few countries invested significantly in classes other than bills and bonds, and shares, e.g. Australia (7% in
land and building and 14% in net equity of life office reserves), Korea (51% in cash and deposits), and Germany
(usually around 20% in loans). Korean pension funds chose to invest mainly in deposits and guaranteed
interest contracts. This may be due to several factors such as: the search for sufficient returns to cover
promises; the limits imposed by regulation. Korean occupational pension plans cannot hold more than 30% of
their assets in listed equity for DB plans; and, cannot hold equity at all for DC plans. More information
concerning the investment regulation of pension funds can be found in the OECD Annual Survey of Investment
Requlation of Pension Funds.

Figure 2. Pension fund asset allocation in selected asset classes in selected
OECD and non-OECD countries, 2014 (preliminary)
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This work is published on the responsibility of the Secretary-General of the OECD. The opinions expressed and
arguments employed herein do not necessarily reflect the official views of the OECD or the governments of its
member countries. This document and any map included herein are without prejudice to the status of or sovereignty
over any territory, to the delimitation of international frontiers and boundaries and to the name of any territory, city or
area.

The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli authorities. The use of
such data by the OECD is without prejudice to the status of the Golan Heights, East Jerusalem and Israeli settlements
in the West Bank under the terms of international law.
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METHODOLOGICAL NOTES TO BE TAKEN INTO CONSIDERATION WHEN INTERPRETING THE DATA

Within the framework of the OECD Global Pension Statistics’ project the data sources are national pension authorities. Data
provided in this note are preliminary and may be revised in the newsletter Pension Markets in Focus, No.12.

Data only cover autonomous pension funds as per the OECD classification (Private Pensions: OECD Classification and Glossary,
available af www.oecd.org/daf/pensions). All types of plans are included (occupational and personal, mandatory and
voluntary) covering both public and private sector workers.

General notes:

In this factsheet: data for Estonia only refer to the mandatory funded system; data for Finland only cover the five largest
private pension insurers, which provide pension insurance in the main mandatory occupational pension scheme (TyEL);
German figures only include data of “Pensionskassen” and “Pensionsfonds" supervised by BaFin; data for Mexico only cover
personal pension plans; data for Slovenia only cover mutual pension funds; data for Sweden only cover 11 occupational
pension institutes; data for Turkey only refer to personal pension plans; data for India only cover National Pension System (NPS)
schemes; data for Pakistan only cover private pension funds under the supervision of the Securities and Exchange Commission.
Data for Hong-Kong, China cover Mandatory Provident Fund (MPF) schemes and Occupational Retirement Schemes (ORSO
schemes) managed by pension funds and insurance companies.

Table 1:

Pension funds' assets in Greece and New Zealand, for which no value was available for 2014, have been estimated by using
an ARMA model with a fransfer function based on the GDP of these countries.

Data refer to the end of December 2014, except for Australia (end of Q2) and Canada (end of Q3) among OECD countries,
and Albania (end of Q3), Egypt (end of Q2), Jamaica (end of Q3), Kenya (end of Q2) and the Russian Federation (end of Q3)
among selected non-OECD countries.

GDP’'s 2014 values or forecasts are extracted from the OECD Main Economic Indicators database, the IMF International
Financial Stafistics database and the IMF World Economic Outlook, April 2015. The Liechtenstein’s 2014 GDP is a forecast
coming from the 2014 report of Liechtenstein’s economic research centre.

The change in the values of assefts is given for June 2013 - June 2014 for Australia, New Zealand and Egypft.

Under "OECD" and “Selected non-OECD" are reported the total amount of assets held in 2014 in millions of USD, the weighted
average of assets as a percentage of GDP, and the weighted average of the change - in the value in national currency, and
in percentage points of GDP - since December 2013 in these two geographical areas. The change of assets since December
2013 in Armenia, which is very large because of the introduction of mandatory contribution to pension funds in 2014, is not
taken into account in the weighted average for the selected non-OECD countries.

Figure 1:

Data have been calculated using a common formula for the average nominal net investment return (ratio between the net
investment income at the end of the year and the average level of assets during the year) for all the countries, except for
Australia, Austria, Finland, Iceland, Israel, Italy, Luxembourg, Slovak Republic, Armenia, Hong-Kong (China) and Lithuania for
which values have been provided by the countries or come from national official publications.

Average real net investment returns have been calculated using the nominal investment rate of return (as described above)
and the variation of the end-of-period consumer price index for the same period over which the nominal return is calculated,
i.e. between June 2013 and June 2014 for Egypt, between December 2013 and June 2014 for Australia, between December
2013 and September 2014 for Canada, Albania and the Russian Federation, and between December 2013 and December
2014 for all the other countries.

The result only refers to: new pension funds for Israel; contractual pension funds for Italy; pension funds under the supervision of
the Insurance Commission for Luxembourg; MPF schemes for Hong-Kong (China). The result for Liechtenstein is nominal.

Figure 2:

The "Other" category includes cash and deposits, loans, land and buildings, unallocated insurance contracts, hedge funds,
private equity funds, structured products, other mutual funds (i.e. not invested in bills and bonds, or shares) and other
investments. The GPS database provides information about investments in Collective Investment Schemes and the look-
through Collective Investment Schemes in cash and deposits, bills and bonds, shares and other. When the look-through was
not provided by the countries, estimates were made assuming that mutual funds' investment allocation in cash and deposits,
bills and bonds, shares and other was the same as pension funds' direct investments in these categories. Therefore, asset
dllocation data in these figures include both direct investment in shares, bills and bonds and indirect investment through
Collective Investment Schemes, except for Colombia and Slovenia where all mutual funds' investments are included in
"Other”. Data for Hong-Kong, China do not include non-MPF exempted ORSO registered schemes. The high value for the
"Other” category in Japan is mainly driven by outward investments in securities and accounts payable and receivable.
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