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Pension institutions' independent decision-
making and overall objectives set for the
employment pension scheme
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Aims and principles of the earnings-related pension scheme
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The responsibility for pension financing
rests with the employers and the insured




New solvency rules

* Increased solvency demand reflects the
structure of the investment portfolio of each

pension institution

e The possibility of taking more risksin
Investments in order to strive for better
earnings

e The solvency position key figure describes
the pension institution’ s solvency margin in

= relation to demand -




Calculated Interest Rate (CIR)

e Required annual minimum return
 Common to all pension institutions
* CIR supports funding

* Pension institutions’ average solvency
position affects the rate of the CIR

e The pension institution can use the return
exceeding the CIR for strengthening its
___, solvency or for reducing premiums




L e,
Objectives

o Safeguarding the solidity of investments by
means of a sufficient solvency margin

e Achieving a higher rate of return in the long
term

» Keeping the CIR as high as possible




ODbjectives set out In
Investment plans and
conclusions
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Topics

o Safeguarding the solidity of investments by
means of a sufficient solvency margin

e Achieving a higher rate of return in the long
term

» Keeping the CIR (calculated interest rate) as
high as possible




Safeguarding the solidity of
Investments by means of a sufficient
solvency margin

« Target value for the key figure regarding the
solvency position Is set in most investment
plans

e Target value is commonly set fairly high
« CONCLUSION:

e an adequate objective for asingle institution




Achieving a higher rateof return in
thelong term

» objective set out in only half of the
Investment plans

« MAIN MEANS:

* by changing investment distribution
by Increasing solvency capital

« CONCLUSION:

 the objectiveis set but the work is
@ unfinished




e
Keeping the CIR as high as possible

* A high CIR isnot always an advantage of a
single pension institution

e -> ot an objective of asingle institution

« SOLUTION:

e proper incentives, connecting the objectives
of the scheme and a single institution

e CONCLUSION: CHALLENGES AHEAD




