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Twenty years after the pension
reform
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= Carmen Fernandez

Chief Risk Manager and Actuary

Mexican Social Security Institute (IMSS)
Is the largest social security institution in Latin America.
Established in 1943

It covers 18.6 million workers, and 3.9 million pensioners,
nationwide

= Together with the beneficiaries, the total population covered by
IMSS is 57.4 million.
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Old Age, Survivor's and disability Separate Old Age pensions

Defined Benefit Defined contribution

Pay-as-you-go Fully funded

Final salary pension (5 years average) Depending on the worker’s individual
account balance

Managed by IMSS Introduction of private pension funds

and annuity companies
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= All workers registered prior to
July 1st 1997, as well as their
beneficiaries, may choose
between the benefits described
in the repealed law, and the
ones on the new pension
scheme.

4 — 8 June 2018, www.ica2018.org



— A

VAN
Amendments AL LEE
PERLIN 2018
1997 2001 2002 2010
Features 1997 Law transition After revisions
Pension ceiling 10 times the minimum wage 25 times the minimum wage
Use of individual e Old age subaccount, to the e Old age subaccount, to the
account Federal Government Federal Government
e Other subaccounts balanceas e Other subaccounts balance as

of June 1997, to the worker or of retirement or pension to the

beneficiaries. worker or beneficiaries
Pension increase According to the minimum wage According to CPI
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Assets under management at
AFORES — IMSS (1998-2017) Market share (assets)
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Market share as of dec. 2107 = Accumulated reserves for
(pensioners) annuities equal to 24.7% of the
. = BBVA Bancomer* total reserves of the insurance
4% companies.
u Banorte™ = 266.6 billion pesos (13 billion
15% Profuturo GNP* USD) as Of Sep. 2017.
Sura*
m Other (5)
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Actuarial projections - Life and disability, 7AAY
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Actuarial balance as of December 2016 (% of present value of future salaries)

ASSETS LIABILITIES

Reserves 0.02% Annuities 1.79%
Future premiums 4.34% Temporary pensions 0.32%
Subtotal 4.36% Funerary expenses 0.16%
Surplus -0.90% Medical expenses 0.16%

Administration 1.03%
Total assets 3.46% Total liabilities 3.46%
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Pensioners under the transition
c 7
é’ 6 Number (million) 3.2 5.9
S Z ] Average age 69 47
3 Annual salary or 2,781.20 6,510.94
2 pension (USD)
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Actuarial Present Value of pension costs, as of December 2016

Concept Billion USD % GDP

Current pensions 195.99 18%
Future pensions 473.89 A44%
Total expense 669.89 62%
Individual account (DC scheme) _ 4459 _ 4%,
Net expense 625.30 58%

= —

4 — 8 June 2018, www.ica2018.org




— AN
Challenges and threats Eﬂ%@“

BERLIN 2018

Politics Communication

Regulation ‘

=

‘ Operation
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We need...

Team work
Simplicity

Follow-up

Get involved
Communication skills
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Thank you very much for your attention! m =1
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Contact details:

Carmen Fernandez

address: Tiburcio Montiel 15. Mexico City

phone: +52 (55) 5533-2255
mail: carmen.fernandez@imss.gob.mx
web: WWW.imss.gob.mx
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