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STRUCTURE OF THE PRESENTATION

Motivation of the Payout Project
Selection of Countries

Overall Structure of Pension Systems
The Role of the Private Pillars

Menu of Payout Options
Level of Annuitization
Marketing Rules
Institutional Structure
Solvency Regulations

Risk Management

Lessons for Other Countries
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MOTIVATION

Pension reforms have downsized DB plans and
expanded DC plans (mandatory in several countrie

Payout phase approaching in several countries

The policy challenges in the accumulation phase h:
been extensively researched, but the payout phase
received less attention

Research on annuities has focused on specific Issu
and countries

I Focus on adverse selection, thinness of voluntary annuit
mar ket s, moneyos worth ra

I Focus on a few countries (mainly UK and US)

Critical policy/regulatory issues facing reforming
countries have not been addressed



SELECTION OF COUNTRIES

A Five countriesAustralia, Chile, Denmark, Sweden

and Switzerland

A All 5 countries have large funded systems due to

mandatory or quasnandatory pillar (second pillar)
A Accumulation phase iIs based mostly on DC plans
A But there are important differences:

In the structure and role of different pillars

" In the regulation of payout options

T
[
T In the level of annuitization
.
|
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In market structure

I In capital regulations; and
I In risk management and risk sharing

A The 5 countries provide an interesting combinatic
of experiences; lessons for other countries



LARGE RETIREMENT ASSETS IN THE
ACCUMULATION AND PAYOUT PHASES (% of GDP;

Australia 2006 Chile 2006 Denmark 2006 Sweden 2006 Switzerland 2005

B Public Funds B Private Funds O Insurance Companies 0 Other



Design of Payout Arrangements in Pillars 2 and 3
Should Depend on the Design of Pillars 0 and 1

Multipillar Structure
(World Bank Classification)

Pillar O Pillar 1 Pillar 2 Pillar 3
Public Public Mandatory Voluntary

Redistributive  Earnings-Related Private Private
(Tax Financed(Contributory PAYG Funded Funded

Pillar 4

Housing,

Reverse
Mortgages




OVERALL STRUCTURE OF
THE FIVE PENSION SYSTEMS

Country Pillar Pillar Pillar | Pillar
Zero One Two Three
Australia X X X
Chile X X X
Denmark X X X X
Sweden X X X X X
Switzerland X X X X




OVERALL STRUCTURE: ZERO PILLARS

Country Type Replacement Reduction
(% average wage) (Claw-backs)

Australia Universal 25% Strong
Chile Minimum 25% Top-up to pillar 2
Denmark Universal 35% Moderate
Sweden Minimum 34% No

Switzerland Minimum 24% NoO



