BELGIU

COUNTRY PENSION DESIGN

STRUCTURE OF THE PENSION SYSTEM

Public pensions

DEMOGRAPHICS AND MACROECONOMICS
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e Earnings related public scheme with a minimum pension and a means-tested
safety net

e Separate schemes for the self-employed and civil servants

Private pensions: occupational (voluntary)

e Voorzorgsinstellingen, institution de prévoyance, provident funds (private-
sector employees and civil servants), and pensioenkasse, casisse de pension,
pension funds (self-employed workers)

e Group life insurance

Private pensions: personal (voluntary)

e Collective pension savings accounts
¢ Individual pension savings accounts

Source: OECD Global Pension Statistic.
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PENSION FUNDS DATA OVERVIEW

2001 2002 2003 2004 2005 2006 2007 2008
Assets
Total investments (National currency millions) 14,265 13,187 10,756 11,554 13,316 13,365 14,792 11,407
Total investments, as a % of GDP 5.50 4.92 3.90 3.97 4.40 4.20 4.42 3.31
Of which Assets overseas, as a % of Total investment:
« Issued by entities located abroad ND ND ND ND ND ND ND ND
* Issued in foreign currencies 22.61 20.72 16.01 12.45 ND ND ND ND
By financing vehicle (as a % of Total investments)
* Pension funds 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00
* Book reserves NA NA NA NA NA NA NA NA
* Pension insurance contracts ND ND ND ND ND ND ND ND
« Other financing vehicule ND ND ND ND ND ND ND ND
By pension plan type
» Occupational assets ND ND ND ND ND ND ND ND
* % of DB assets ND ND ND ND ND ND ND ND
* % of DC (protected and unprotected) assets ND ND ND ND ND ND ND ND
* Personal assets ND ND ND ND ND ND ND ND
Structure of Assets (as a % of Total investments)
Cash and Deposits 3.83 4.43 3.13 3.28 244 2.33 2.47 4.37
Fixed Income 15.56 17.17 5.71 4.69 6.65 6.23 7.68 8.83
Of which:
* Bills and Bonds issued by the public and private sector 15.48 16.84 5.32 4.35 6.37 6.17 7.61 8.28
* Loans 0.09 0.33 0.38 0.34 0.28 0.06 0.07 0.55
Shares 17.66 14.65 10.19 9.37 9.15 8.88 9.25 6.78
Land and Buildings 1.16 1.12 1.47 1.35 1.19 0.89 0.82 0.93
Other Investments 61.78 62.63 79.51 81.31 80.56 81.66 79.77 79.08
Contributions and Bengfits
Total Contributions, as a % of GDP 1.57 1.77 1.65 1.74 1.59 1.50 1.58 1.73
» Employer Contributions, as a % of Total contributions ND ND ND ND ND ND ND ND
* Employee Contributions, as a % of Total contributions ND ND ND ND ND ND ND ND
Total Benefits, as a % of GDP 1.36 1.43 1.39 1.38 1.30 1.29 2.72 2.62
* % of benefits paid as a Lump sum 57.93 59.80 65.69 69.06 67.94 70.08 85.47 94.73
* % of benefits paid as a Pension 42.07 40.20 34.31 30.94 32.07 29.92 14.53 5.27
Membership (in thousands of persons)*
Total membership 1,634 2,136 1,792 1,977 ND 2,256 2,654 2,786
* % of Active membership 84.42 88.74 91.47 91.80 ND 92.56 93.94 97.00
Of which: % of Deferred membership ND ND ND ND ND ND ND ND
* % of Passive membership 12.11 8.12 8.53 8.20 ND 7.44 6.06 3.00
Other beneficiaries ND ND ND ND ND ND ND ND
Number of Pension Funds/Plans
Total number of funds ND ND 268 267 0 258 258 251
Total number of plans ND ND ND ND ND ND ND ND

Note: Assets data, structure of assets and total number of funds refer only to pension funds, while contribution, benefits and membership data
cover both pension funds and pension insurance contracts.
1. Membership figures reflect ‘membership’ rather than ‘people’. Therefore a person may be a member of more than one types of plan at any one time,
particularly if the person has a number of employments in the year.

ND = data not available
NA = data not applicable

Source: OECD, Global Pension Statistics
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BELGIUM: THEPENSI| ON SYSTEM S KEY CHARACTERI

PUBLIC PENSION

The public pension system covers all employed persons. There are separate schemes for the self-employed
and civil servants.

The insured person pays 7.5% of reference earnings. Pensioners contribute 0.5% t02% of pensions or pre-
pensions. The employer pays 8.86% of reference earnings. Reference earnings equal 100% of the insured’s
gross earnings for white-collar workers and go up to 108% of gross earnings for blue-collar workers.
Contributions also finance survivor pensions. Note that a global contribution of 37.84% (13.07% for the
employee, 24.77% for the employer) is payable to the National Social Security Office if both the insured
person and employer are affiliated to all branches of social security.

Full old-age pension benefits are payable from age 65 with 45 years of coverage (until 2009, 64 and 44 for
women). Full pension benefits are equivalent to 60% of average lifetime earnings (75% for a married
couple); the adjusted earnings for each year must be above €14,810.70 and are limited to a maximum sum
of €43,314.93 (2005). The minimum pension is €10,191 for a single person with a full career record and
€12,739 for a married couple. Workers with at least two-thirds of a full career record are awarded a pro
rata minimum pension. Partial pension benefits are paid for an incomplete qualifying period and are paid
according to the number of years of coverage less than that required for a full career. A minimum annual
credit designed to increase pension entitlements for people with low earnings and/or in part-time work (less
than €14,810.70).

Early pension benefits are available to those aged 60 with 35 years of covered employment, while deferred
retirement is also a possibility. In 2004, the effective retirement age was 59.4 years.

Special old-age pension benefits are paid to the divorced husband or wife of a retired person. These
benefits are means-tested and equal half the former spouse’s pension calculated on the basis of 75% of
average lifetime earnings, minus any pension earned by the divorced person.

Low-income elderly persons receive a guaranteed, means-tested income from age 64 (65 from 2009). It
amounts to €686.24 a month for a single person.

A vacation allowance of €525.50 (€656.88 for a couple) is paid to pensioners annually. Pension benefits
are adjusted in line with changes in the consumer price index.

OECD estimates put the replacement rate for average earners at 40.4% (63% net).

A public pension reserve fund exists, which partially prefunds the PAYG system.

OCCUPATIONAL VOLUNTARY

Coverage
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Company pension plans cover all or specific categories of company employees. In the case of sectoral
pension plans, the terms of coverage are laid down in the collective bargaining agreement. Employers in
the sector concerned must join the plan unless the agreement allows them to opt out. Those who do opt out
must put in place a plan providing benefits at least equal to those of the sectoral plan.

By 2006, 51% of the active population was covered.

Typical Plan Design

Occupational DB pension plans tend to target retirement replacement rates of between 60% and 75%,
including state pension benefits. Since 2004 defined contribution plans have required minimum
contributions of 3.25% from employers and 3.75% from employees. These minimum annual investment
returns must be closed as soon as a member retires.

The vast majority of sectoral pension schemes are of the DC type, with total contribution rate varying from
0.6% to 4.2%. They are funded exclusively by employer contributions. Most of the schemes are
administered by insurance companies, but the two largest are administered by a pension fund. The
collective bargaining agreement specifies the funding vehicle and how the plan will be managed. The
standard benefit payout practice is the lump sum, though it can take the form of annuities.

The normal retirement age is 65 for men and 62 for women (though it will gradually be raised to 65 by
2009), while most plans provide a retirement age of 65 for both men and women.

Taxation

Employer contributions are tax-deductible if the sum of statutory and supplementary pension benefits does
not exceed 80% of gross annual wages. Employee contributions are taxed at 4.4%, but employees do
receive tax relief on them. Pension fund assets are taxed at 0.17% and investment income at 15% (or 25%
on dividends from shares). Benefits are taxed as income, but retirees do receive tax credits. Lump sum
payments are subject to a flat-rate tax.

PERSONAL VOLUNTARY

Coverage
Anyone between 18 and 64 of age can open a pension savings account.

Contributions

Contribution levels are set out in the contract between saver and provider. The law sets a maximum annual
contribution of EUR 810 (figure established in 2007). Contracts have a duration of at least ten years and
contributions must be made for at least five of the ten years.

Benefits
Benefits become available from the age of 60, while any early withdrawal is liable to a penalty.
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Taxation

Depending on a saver’s taxable income, he or she can benefit from tax deductions of between 30% and
40% on contributions up to a ceiling of EUR 780 per annum (in 2005).

MARKET INFORMATION
Occupational voluntary

According to the supervisory authority, there were 20 sectoral pension schemes covering a total of 633 000
workers at the start of 2007.

At the end of 2007, 258 pension funds provided occupational pensions, covering 463 700 participants.
They managed assets worth EUR 13.3 billion (USD 18.1 billion). During the same period, group pension
insurance schemes covered 1.9 million participants.

Personal voluntary

Pension savings contracts are provided by insurance companies (pension insurance contracts) and banks
and capital asset management companies (pension savings funds). Insurance companies must offer a
minimum return of 3.75% per year, while banks and capital asset managers, not subject to this obligation,
may offer more aggressive investment options. Capital asset managers tend to offer higher returns than
banks’ pension saving schemes. Most of the assets in pension savings funds are invested in shares. Savings
in pension insurance contracts revert to the saver’s beneficiaries in the event of his or her death, unlike
pension fund savings, which do not.

POTENTIAL REFORM

9 The sectoral pension market is expected to continue growing in coming years.

9 Recent legislation allows the establishment of a cross-border pensions vehicle (Organisation for
Financing Pensions or OFP) in Belgium, which aims to attract multinationals from Europe or the
United States to create pan-European funds in Belgium. It raised considerable media attention.

9 In 2006, the IMF called for a strengthening of the supervisory powers of CBFA, after which
reforms were made.

REFERENCE INFORMATION

KEY LEGISLATION

2006: La loi relative au contrdle des institutions de retraite professionnelle (the Supervision of
Occupational Retirement Institutions Act) lays down the supervisory powers of the Commission Bancaire,
Financiére et des Assurances, or Banking, Finance and Insurance Commission.

2003: La loi sur les retraites complémentaires (Complementary Pensions Act) sets out a framework for
occupational pension provisions. La loi sur les pensions complémentaires des travailleurs indépendants
(LPCI), or the Self-Employed Complementary Pensions Act, regulates supplementary pension provision
for the self-employed.
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KEY REGULATORY AND SUPERVISORY AUTHORITIES
Commission Bancaire, Financiére et des Assurances (CBFA)

www.cbfa.be

KEY OFFICIAL STATISTICAL REFERENCE AND SOURCES ON PRIVATE PENSIONS

CBFA (2006), Statistique des opérations des institutions de retraite professionnelle (Statistics on the
Transactions of Occupational Pension Institutions), CBFA, Brussels, www.cbfa.be/fr/bpv/stat/sta.asp.

CBFA (2007), Rapport bisannuel concernant les régimes de pension sectoriels (Twice-Yearly Report on
Sectoral Pension Schemes), CBFA, Brussels, www.cbfa.be/fr/publications/ver/pdf/cbfa_sp 2007.pdf.

CBFA (2007), Rapport bisannuel concernant la pension complémentaire libre des indépendants (Twice-
Yearly Report on the Voluntary Supplementary Pension Scheme for the Self-employed), CBFA, Brussels,
www.cbfa.be/fr/publications/ver/pdf/cbfa_sp_2007.pdf.

OECD, Global Pension Statistics project, www.oecd.org/daf/pensions/gps.
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Pension Fund Assets as a % GDP
2008
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Pension contributions as a % GDP, 2008
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Pension Benefits as a % GDP, 2008
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