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to pension reforms

.1 Cases of DB to DC reforms since 1981
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. Background to pension reforms

1.2 Main common features

Replacement of traditional, collective, “pay as you go”, DB schemes

= Mandatory, individual accounts

Fully funded

Defined contribution

= Close link between contributions and benefits

» Private management by specialized firms

= Transitional measures (recognition of acquired rights)
» Guarantees (minimum pension and/or rate of return)

= Government regulation and supervision



. Background to pension reforms

.3 Objectives
=  Accomplish financial feasibility and full funding
= Reduce fiscal burden

= Effectively tackle the demographic challenges of population aging and
longevity

= Maximize the return of funds to plan members

= Optimize the quality of pension benefits, as reflected in adequate
replacement rates

= Grant plan members both freedom of choice and incentives to improve
pension benefits trough own effort and individual decision



ll. Impact of pension reforms on economic growth

.1 Theory and empirical evidence

= |n addition to these explicit objectives, it has been claimed that pension
reforms contribute to improve economic performance through several
effects:
v Increase of domestic savings and investment
v' Development of capital markets
v' Efficiency gains from labor markets and taxation

v" Improvement of corporate governance practices

= A diversity of empirical work has been undertaken in the last years to
quantify the macroeconomic and specific effects of such reforms



ll. Impact of pension reforms on economic growth

1.2 Effects on domestic savings and investment

* Following Corbo & Schmidt-Hebbel, there are four main channels:
1) On individual new mandatory savings

i) On public savings, which depends on the way transitional deficit is
financed

iii) On individual voluntary savings, as a response to i)
Iv) On individual savings, as a response to ii)
= Empirical evidence shows mixed results, due to:
v Scarcity ofdong range data (with the exception of Chile)

v Simultaneous effects of other structural reforms
v'Difficulty in determining how the transition cost is financed



ll. Impact of pension reforms on economic growth

1.2 Effects on domestic savings and investment

= Some empirical evidence

43 countries® Chile (1981-2001) Mexico (1997-2008)

Max Min Max Min
“1 dollar of additional Domestic  , «o, 79
mandatory pension Saving |
savings increases Domestic . .
domestic savings by Saving 2.3% 0.1%
more than 50 cents”
Investment 2.8% 0.3%

% of GDP per year % of GDP per year
Lopez-Murphy and Musalem (2004) Corbo and Schmidt-Hebbel (2003) Villagémez and Hernandez (2009)

*Countries with mandatory funded pension systems represent more than 50% of pension assets used in the regression model



ll. Impact of pension reforms on economic growth

1.3 Development of capital markets

= Quantitative effects

v Increase in the volume of intermediated funds

v Increase in the level of trading

v Deepening of the market

v Expansion of supply of long-term funds
v' Reduction in the cost of capital

v' Growth of specific industries: insurance, mortgages, infrastructure
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AUM as percentage of GDP
(April 2011)
AUM as
Country GDP % of GDP
Chile 157 204 77.1%
Mexico 124 1,179 10.5%
Colombia 55 286 19.4%
Peru 29 142 20.5%
Total 366 1,810 20.2%

Billions of USD. Source: FIAP
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ll. Impact of pension reforms on economic growth

1.3 Development of capital markets

= Quantitative effects

v Increase in the volume of intermediated funds

v" Increase in the level of trading

v Deepening of the market
v Expansion of supply of long-term funds
v' Reduction in the cost of capital

v' Growth of specific industries: insurance, mortgages, infrastructure
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year

2003
2004
2005
2006
2007
2008
2009
2010

Chile

Capital market PF equity

operations holdings
volume annual annual
growth growth
86.4% 99.2%
58.7% 30.4%
48.2% 15.7%
41.9% 39.1%
82.1% 16.6%
-28.9% -42.3%
8.0% 57.9%
30.5% 44.4%

f pension funds equity holdings

arkets operations volume

(2003-2010)

Mexico
Capital market
operations
volume annual

growth

-6.6%
69.3%
11.4%
51.1%
55.3%
-0.8%
3.7%
58.0%

PF equity
holdings
annual
growth

0%
0%
100%
382%
10%
8%
95%
19%

Correlation
coefficient

Source: FIAP

0.8

0.7




ll. Impact of pension reforms on economic growth

1.3 Development of capital markets

= Quantitative effects
v Increase in the volume of intermediated funds

v Increase in the level of trading

v Deepening of the market

v Expansion of supply of long-term funds
v' Reduction in the cost of capital

v' Growth of specific industries: insurance, mortgages, infrastructure



Annual growth of pension funds and
orporate bonds issuing

(2002-2010)
S Colombia México
orporate Corporate Corporate
PF a al bond o PF annual bonds issuing S sz =alalf =] B ofelale SRS EIg[s)
Year gro 5 al gro growth  annual growth Fe[e)11gBR=1g [P =1 Re o)ty
2002 9% 8% 38% 125% 30% 173%
2003 18% 17% 30% 38% 25% 109%
2004 14% 21% 30% 1% 19% 72%
2005 13% 34% 38% 29% 23% 1%
2006 23% 16% 18% 81% 23% 1%
2007 16% 40% 18% 22% 15% 16%
2008 -15% 5% 14% -34% 13% 1%
2009 28% 32% 37% 187% 23% 1%
2010 16% 34% 24% -28% 20% 49%
Correlation
coefficient 0.6 0.6 0.6

Source: FIAP




Pension funds holdings of local corporate bonds
and equity, as a % of AUM and GDP

Holdings as % of AUM Total
Corporate Local Total holdings
bonds equity (% of GDP)
Chile 17.4% 17.5% 34.9% 26.9%
Colombia 7.6% 31.0% 38.5% 7.5%
Mexico 7.0% 8.0% 15.0% 1.6%
Peru 20.3% 28.0% 48.3% 9.9%
Total* 12.6% 17.1% 29.8% 6.0%

*As of April 2011

ol Source: FIAP




ll. Impact of pension reforms on economic growth

1.3 Development of capital markets

= Quantitative effects
v Increase in the volume of intermediated funds
v Increase in the level of trading

v Deepening of the market

v Expansion of supply of long-term funds

v' Reduction in the cost of capital

v' Growth of specific industries: insurance, mortgages, infrastructure
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Mexico: sovereign debt maturity and pension

funds average maturity
(2000-2011)
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ll. Impact of pension reforms on economic growth

1.3 Development of capital markets

= Quantitative effects
v" Increase in the volume of intermediated funds
v Increase in the level of trading
v Deepening of the market

v Expansion of supply of long-term funds

v Reduction in the cost of capital

v' Growth of specific industries: insurance, mortgages, infrastructure



ll. Impact of pension reforms on economic growth

1.3 Development of capital markets

= Quantitative effects
v" Increase in the volume of intermediated funds
v Increase in the level of trading
v' Deepening of the market
v Expansion of supply of long-term funds

v' Reduction in the cost of capital

v Growth of specmc industries: insurance, mortgages, infrastructure




Pension funds holdings of MBS
as a % of AUM and GDP

MBS holdings
(% of AUM) flEE
average: oholdlngs
2011 2002-2011 (% °f GDP)
Chile 7.9% 5.1% 5.6%
Colombia 3.6% 3.4% 0.7%
Mexico 3.3% 3.2% 0.4%
Peru 13.0% 13.9% 2.7%

Total* 6.1% 4.8% 1.2%

*As of April 2011

i . Source: FIAP



Pension funds investments in infrastructure

-

Indirect (ABS) I

Country (USD billions/ % of investments Regulatory limit

(USD billions/ % of

total assets) total assets)

Chile 10/9.2% 2/1.8% No limit

Colombia 4.4 /17.1% No limit

Mexico 7.6/6.2% 35/12.7% 13% in direct
investments

Peru 2.4/ 11.5% 0.7/ 3.3% No limit

Source: BBVA research




ll. Impact of pension reforms on economic growth

1.3 Development of capital markets

= Qualitative effects

‘\/ Modernization of securities markets (improved clearing and
settlement, etc)

v Development of new institutions: custodians, electronic trading
systems, centralized clearing schemes

v Higher quality of regulation
v" Enhancement of transparency: quality and timeliness of information
v Innovation and creation of new financial products

v Development of risk-rating systems and independent agencies
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ll. Impact of pension reforms on economic growth
1.3 Development of capital markets
= Qualitative effects

v' Modernization of ' securities markets (improved clearing and
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v Development of new institutions: custodians, electronic trading
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v Higher quality of regulation
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Infrastructure bond & CKD
(main characteristics)

Type of
mm

Chile

Mexico

Source: FIAP

Infrastructure
Bond

Development
Capital
Certificates
(CKD)

Infrastructure
projects

Infrastructure
Real Estate
Private Equity

Companies Bond
Companies
or funds Listed

trough an private
issuing equity
trust

100%
insurance

policy

Trust assets



ll. Impact of pension reforms on economic growth
1.3 Development of capital markets
= Qualitative effects

v' Modernization of ' securities markets (improved clearing and
settlement, etc)

v Development of new institutions: custodians, electronic trading
systems, centralized clearing schemes

v Higher quality of regulation
v" Enhancement of transparency: quality and timeliness of information
v Innovation and creation of new financial products

of risk-rating systems and independent agencies

v Developmen




ll. Impact of pension reforms on economic growth

1.4 Other relevant effects

= | abor market incentives

v Reduction of distortions (linkage between benefits and contributions)
v" Increase in formal sector employment

v Job mobility

v Increased demand (contributions are not seen as payroll taxes)

= Better corporate governance practices

v' Demand for more transparency and accountability
v Pressure to undertake more socially responsible investments



ll. Impact of pension reforms on economic growth

1.4 Other relevant effects
= | abor market incentives

v Reduction of distortions (linkage between benefits and contributions)
v" Increase in formal sector employment

v Job mobility

v Increased demand (contributions are not seen as payroll taxes)

= Better corporate governance practices

v' Demand for more transparency and accountability
v Pressure to undertake more socially responsible investments



World Bank investor protection index 2011

Chile Colombia Mexico Peru

World Bank disclosure grade for
financial markets




lll. Main challenges

= Further evolution 'of pension funds investment regulation
towards diversification

= Enhancement of other relevant regulations regarding
taxation, claiming rights of investors, transparency and legal
certainty

= Foster reforms aimed at triggering long-term investment
opportunities



lll. Main challenges

= Ensure alignment of investment strategies with the long-term
objectives of private pension funds

= Continue to implement and refine life-cycle models and
coherent links between the investment strategies of the
accumulation and decummulation stages



lll. Main challenges

= Continue developing Initiatives addressing financial literacy,
customer commitment and involvement, property rights and
voluntary contributions

= Strengthen advisory capabilities of providers, especially
regarding: a clear understanding of the risk/return
relationship; its impact on the quality of pensions; and the
danger of overreacting to short-run volatility episodes
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		Background to pension reforms



Source: FIAP

+ Reversed

*  not yet approved

** not yet implemented

I.1 Cases of DB to DC reforms since 1981
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Hoja1


			


												Type of fund


									Country			Diversification			Middle diversification			Conservative


									Chile			Fund A / Fund B			Fund C / Fund D			Fund E


												M & F ≤35  / M≤55 & F ≤50			all affiliates / all affiliates			all affiliates


												equity limit: 80% / 60%			equity limit: 40% / 20%			equity limit: 5%


									Colombia			Fund 3			Fund 2			Fund 1


												M≤56 & F ≤52			all affiliates			all affiliates


												equity limit: 70%			equity limit: 45%			equity limit: 20%


									Mexico			SB5 / SB4			SB3 / SB2			SB1


												M & F ≤26  / 27≤ M & F ≤26			37≤ M & F ≤45 / 46≤ M & F ≤55			M & F≥56


												equity limit: 35% / 35%			equity limit: 25% / 20%			equity limit: 0%


									Peru			Fund 3			Fund 2			Fund 1


												M & F ≤60			all affiliates			all affiliates


												equity limit: 80%			equity limit: 45%			equity limit: 10%








Hoja2


									Type of system


			Country			year			Unique			integrated			in competition


			Latin America


			Chile			1981			●


			Peru			1993									●


			Colombia			1994									●


			Argentina+			1994									●


			Uruguay			1996						●


			Bolivia			1997			●


			Mexico			1997			●


			El Salvador			1998			●


			Costa Rica			2000						●


			Panama			2002


			Dominican Republic			2003			●


			Central & Eastern Europe


			Hungary+			1998						●


			Poland			1999						●


			Sweden			1999						●


			Latvia			2001						●


			Bulgaria			2002						●


			Croatia			2002						●


			Estonia			2002						●


			Kosovo			2002			●


			Russian federation			2003						●


			Lituania			2004						●


			Slovakia			2005						●


			Macedonian			2006						●


			Czech Republic			*


			Rumania			2008						●


			Ukraine			**


			Asia


			Kazajstan			1998			●


			Brunei			2010						●


			Armenia			*


			Africa


			Nigeria			2005			●


			Ghana			2010						●


			Egypt			2012			●
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		Background to pension reforms



	I.2 Main common features



		Replacement of traditional, collective, “pay as you go”, DB schemes



		Mandatory, individual accounts



		Fully funded



		 Defined contribution



		 Close link between contributions and benefits



		 Private management by specialized firms



		 Transitional measures (recognition of acquired rights)



		 Guarantees (minimum pension and/or rate of return)



		 Government regulation and supervision
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		Background to pension reforms



	I.3  Objectives



		 Accomplish financial feasibility and full funding



		 Reduce fiscal burden



		 Effectively tackle the demographic challenges of population aging and longevity



		 Maximize the return of funds to plan members



		 Optimize the quality of pension benefits, as reflected in adequate replacement rates 



		Grant plan members both freedom of choice and incentives to improve pension benefits trough own effort and individual decision
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		Impact of pension reforms on economic growth



	II.1  Theory and empirical evidence



		In addition to these explicit objectives, it has been claimed that pension reforms contribute to improve economic performance through several effects:



		 Increase of domestic savings and investment





		 Development of capital markets





		 Efficiency gains from labor markets and taxation





		 Improvement of corporate governance practices





		 A diversity of empirical work has been undertaken in the last years to quantify the macroeconomic and specific effects of such reforms
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		Impact of pension reforms on economic growth



	II.2  Effects on domestic savings and investment







		Following Corbo & Schmidt-Hebbel, there are four main channels:





	i)  On individual new mandatory savings



	ii) On public savings, which depends on the way transitional deficit is financed



	iii) On individual voluntary savings, as a response to i) 



	iv) On individual savings, as a response to ii)



		 Empirical evidence shows mixed results, due to:



		 Scarcity of long range data (with the exception of Chile)

		 Simultaneous effects of other structural reforms

		 Difficulty in determining how the transition cost is financed
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		Impact of pension reforms on economic growth



Villagómez and Hernández (2009)

II.2  Effects on domestic savings and investment



		Some empirical evidence



“1 dollar of additional mandatory pension savings increases domestic savings by more than 50 cents”

Lopez-Murphy and Musalem (2004)

Corbo and Schmidt-Hebbel (2003)

43 countries*

Chile (1981-2001)

Mexico  (1997-2008)

*Countries with mandatory funded pension systems represent more than 50% of pension assets used in the regression model 

% of GDP per year

% of GDP per year

		Max		Min

		Domestic Saving		4.6%		0.7%

		Investment		2.8%		0.3%



		Max		Min

		Domestic Saving
		2.3%		0.1%























*









		Impact of pension reforms on economic growth



	II.3  Development of capital markets



		Quantitative effects



		Increase in the volume of intermediated funds



		Increase in the level of trading 



		Deepening of the market



		Expansion of supply of long-term funds



		Reduction in the cost of capital



		Growth of  specific industries: insurance, mortgages, infrastructure









*











AUM as percentage of GDP

(April 2011)

Billions of USD. Source: FIAP





*







Hoja1


			


																		AUM as


									Country			AUM			GDP			% of GDP


									Chile			157			204			77.1%


									Mexico			124			1,179			10.5%


									Colombia			55			286			19.4%


									Peru			29			142			20.5%


									Total			366			1,810			20.2%








Hoja2


			


									AUM (US billions)															GDP (US billions)															funds as % of GDP


						year			AUM Chile			AUM Colombia			AUM Peru			AUM Mexico			Total AUM*			Chile			Colombia			Perú			México			Total			% of GDP Chile			% of GDP Colombia			% of GDP Peru			% of GDP Mexico			Total funds as % of GDP*


						2000			36			4			3			17			59			75			100			53			581			810			47.7%			3.6%			5.2%			3.0%			7.3%


						2001			35			5			4			27			71			69			99			54			622			843			51.7%			5.0%			6.7%			4.3%			8.4%


						2002			36			5			5			31			77			67			98			57			649			871			52.8%			5.6%			8.0%			4.9%			8.8%


						2003			50			7			6			36			99			74			95			61			700			931			67.2%			7.7%			10.3%			5.1%			10.6%


						2004			61			11			16			43			130			96			117			70			760			1,042			63.6%			9.4%			22.6%			5.6%			12.5%


						2005			75			16			9			54			155			118			147			79			849			1,193			63.2%			10.9%			12.0%			6.4%			12.9%


						2006			89			19			14			67			189			147			163			92			953			1,355			60.4%			11.9%			15.6%			7.0%			14.0%


						2007			111			25			20			77			233			164			207			107			1,026			1,505			67.6%			12.2%			19.0%			7.5%			15.5%


						2008			74			26			16			70			186			171			243			129			1,090			1,632			43.5%			10.7%			12.2%			6.4%			11.4%


						2009			118			39			24			89			271			164			234			130			875			1,403			72.1%			16.7%			18.3%			10.2%			19.3%


						2010			148			52			31			112			343			222			286			142			1,114			1,764			67.0%			18.1%			21.9%			10.0%			19.4%


						2011			157			55			29			124			366			222			286			142			1,179			1,828			70.9%			19.4%			20.5%			10.5%			20.0%
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Total AUM*


Total funds as % of GDP*


AUM (billions of ]USD)


% of GDP
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AUM Colombia


AUM Peru


AUM Mexico


AUM Chile


Total funds as % of GDP*


AUM (bilions of USD)


% of GDP*





			












		Impact of pension reforms on economic growth



	II.3  Development of capital markets



		Quantitative effects



		Increase in the volume of intermediated funds



		Increase in the level of trading 



		Deepening of the market



		Expansion of supply of long-term funds



		Reduction in the cost of capital



		Growth of  specific industries: insurance, mortgages, infrastructure









*











Annual growth of pension funds equity holdings

and stock markets operations volume 

(2003-2010)

Source: FIAP
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IPC


						Date


			2011			4/29/11																								2002			353,891


			2011			4/28/11																								2003			330,477			-6.6%


			2011			4/27/11																								2004			559,491			69.3%


			2011			4/26/11																								2005			623,200			11.4%


			2011			4/25/11																								2006			941,606			51.1%


			2011			4/20/11																								2007			1,462,757			55.3%


			2011			4/19/11																								2008			1,451,654			-0.8%


			2011			4/18/11																								2009			1,504,901			3.7%


			2011			4/15/11																								2010			2,377,921			58.0%


			2011			4/14/11


			2011			4/13/11


			2011			4/12/11


			2011			4/11/11


			2011			4/8/11


			2011			4/7/11


			2011			4/6/11


			2011			4/5/11


			2011			4/4/11


			2011			4/1/11


			2011			3/31/11


			2011			3/30/11


			2011			3/29/11


			2011			3/28/11


			2011			3/25/11


			2011			3/24/11


			2011			3/23/11


			2011			3/22/11


			2011			3/18/11


			2011			3/17/11


			2011			3/16/11


			2011			3/15/11


			2011			3/14/11


			2011			3/11/11


			2011			3/10/11


			2011			3/9/11


			2011			3/8/11


			2011			3/7/11


			2011			3/4/11


			2011			3/3/11


			2011			3/2/11


			2011			3/1/11


			2011			2/28/11


			2011			2/25/11


			2011			2/24/11


			2011			2/23/11


			2011			2/22/11


			2011			2/21/11


			2011			2/18/11


			2011			2/17/11


			2011			2/16/11


			2011			2/15/11


			2011			2/14/11


			2011			2/11/11


			2011			2/10/11


			2011			2/9/11


			2011			2/8/11


			2011			2/4/11


			2011			2/3/11


			2011			2/2/11


			2011			2/1/11


			2011			1/31/11


			2011			1/28/11


			2011			1/27/11


			2011			1/26/11


			2011			1/25/11


			2011			1/24/11


			2011			1/21/11


			2011			1/20/11


			2011			1/19/11


			2011			1/18/11


			2011			1/17/11


			2011			1/14/11


			2011			1/13/11


			2011			1/12/11


			2011			1/11/11


			2011			1/10/11


			2011			1/7/11


			2011			1/6/11


			2011			1/5/11


			2011			1/4/11


			2011			1/3/11


			2010			12/31/10


			2010			12/30/10


			2010			12/29/10


			2010			12/28/10


			2010			12/27/10


			2010			12/24/10


			2010			12/23/10


			2010			12/22/10
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			2002			5/17/02


			2002			5/16/02


			2002			5/15/02


			2002			5/14/02


			2002			5/13/02


			2002			5/10/02


			2002			5/9/02


			2002			5/8/02


			2002			5/7/02


			2002			5/6/02


			2002			5/3/02


			2002			5/2/02


			2002			4/30/02


			2002			4/29/02


			2002			4/26/02


			2002			4/25/02


			2002			4/24/02


			2002			4/23/02


			2002			4/22/02


			2002			4/19/02


			2002			4/18/02


			2002			4/17/02


			2002			4/16/02


			2002			4/15/02


			2002			4/12/02


			2002			4/11/02


			2002			4/10/02


			2002			4/9/02


			2002			4/8/02


			2002			4/5/02


			2002			4/4/02


			2002			4/3/02


			2002			4/2/02


			2002			4/1/02


			2002			3/27/02


			2002			3/26/02


			2002			3/25/02


			2002			3/22/02


			2002			3/20/02


			2002			3/19/02


			2002			3/18/02


			2002			3/15/02


			2002			3/14/02


			2002			3/13/02


			2002			3/12/02


			2002			3/11/02


			2002			3/8/02


			2002			3/7/02


			2002			3/6/02


			2002			3/5/02


			2002			3/4/02


			2002			3/1/02


			2002			2/28/02


			2002			2/27/02


			2002			2/26/02


			2002			2/25/02


			2002			2/22/02


			2002			2/21/02


			2002			2/20/02


			2002			2/19/02


			2002			2/18/02


			2002			2/15/02


			2002			2/14/02


			2002			2/13/02


			2002			2/12/02


			2002			2/11/02


			2002			2/8/02


			2002			2/7/02


			2002			2/6/02


			2002			2/4/02


			2002			1/31/02


			2002			1/30/02


			2002			1/29/02


			2002			1/28/02


			2002			1/25/02


			2002			1/24/02


			2002			1/23/02


			2002			1/22/02


			2002			1/21/02


			2002			1/18/02


			2002			1/17/02


			2002			1/16/02


			2002			1/15/02


			2002			1/14/02


			2002			1/11/02


			2002			1/10/02


			2002			1/9/02


			2002			1/8/02


			2002			1/7/02


			2002			1/4/02


			2002			1/3/02


			2002			1/2/02








IPGA (Chile)


						Volumen operado (millones de pesos chilenos)


			2002			2,484,202


			2003			4,629,523			86.4%


			2004			7,346,810			58.7%


			2005			10,885,806			48.2%


			2006			15,451,046			41.9%


			2007			28,138,022			82.1%


			2008			19,999,242			-28.9%


			2009			21,597,572			8.0%


			2010			28,193,005			30.5%








Hoja2


			


									Chile						Mexico


						year			Capital market operations volume annual growth			PF equity holdings annual growth			Capital market operations volume annual growth			PF equity holdings annual growth


						2003			86.4%			99.2%			-6.6%			0%


						2004			58.7%			30.4%			69.3%			0%


						2005			48.2%			15.7%			11.4%			100%


						2006			41.9%			39.1%			51.1%			382%


						2007			82.1%			16.6%			55.3%			10%


						2008			-28.9%			-42.3%			-0.8%			8%


						2009			8.0%			57.9%			3.7%			95%


						2010			30.5%			44.4%			58.0%			19%


						Correlation coefficient			0.8						0.7


									X			Y			X*Y


									0.8635855699			0.9920241065			0.8566977034			0.7457800366			0.9841118279


									0.5869475106			0.3035981874			0.1781962003			0.3445073802			0.0921718594


									0.481705121			0.1567371228			0.0755010747			0.2320398236			0.0245665256


									0.4193754693			0.3910781852			0.1640085974			0.1758757843			0.1529421469


									0.8211079043			0.1658134216			0.1361507111			0.6742181905			0.0274940908


									-0.2892449228			-0.4228069122			0.1222947527			0.0836626253			0.178765685


									0.079919529			0.5788452248			0.0462610377			0.0063871311			0.3350617942


									0.3053784472			0.4436602453			0.1354842768			0.093255996			0.1968344133


						suma			3.2687746285			2.6089495813			1.7145943541			2.3557269675			1.9919483432


						µ			0.4085968286			0.3261186977			0.2143242943


									0.1332510656


						CoVaR									0.08


						σ												0.31			0.34


						Correlación															0.8


									X			Y			X*Y


									0.1138698259			1			0.1138698259			0.0129663373			1


									0.5109203946			3.8195080974			1.9514645843			0.2610396496			14.588642106


									0.553470361			0.0989777593			0.0547812562			0.3063294405			0.0097965968


									-0.0075904591			0.075290777			-0.0005714916			0.0000576151			0.0056687011


									0.0366801677			0.9547085936			0.0350188714			0.0013454347			0.9114684987


									0.5801185485			0.19359032			0.1123053355			0.3365375303			0.037477212


						suma			1.7874688386			6.1420755474			2.2668683817			0.9182760074			16.5530531147


						µ			0.2979114731			1.0236792579			0.3778113969


									0.3049657957


						CoVaR									0.07


						σ												0.12			0.89


						Correlación															0.7








Hoja3


			


									Chile												Mexico


									%			AUM (us billions)			Equity holdings			annual growth			%			AUM (us billions)			Equity holdings			annual growth


						2002			12.13%			35.52			4.31						0.0%			31.497512833			- 0			0%


						2003			17.27%			49.69			8.58			99.2%			0.0%			35.7424497308			- 0			0%


						2004			18.40%			60.80			11.19			30.4%			0.0%			42.7119727916			- 0			0%


						2005			17.31%			74.76			12.94			15.7%			1.3%			54.2360342427			0.72			100%


						2006			20.31%			88.63			18.00			39.1%			5.2%			66.7525951692			3.49			382%


						2007			18.90%			111.04			20.99			16.6%			5.0%			76.6414913199			3.83			10%


						2008			16.30%			74.31			12.11			-42.3%			5.9%			69.8405836904			4.12			8%


						2009			16.20%			118.05			19.12			57.9%			9.0%			89.4951262029			8.05			95%


						2010			18.60%			148.44			27.61			44.4%			8.6%			111.7889124339			9.61			19%












		Impact of pension reforms on economic growth



	II.3  Development of capital markets



		Quantitative effects



		Increase in the volume of intermediated funds



		Increase in the level of trading 



		Deepening of the market



		Expansion of supply of long-term funds



		Reduction in the cost of capital



		Growth of  specific industries: insurance, mortgages, infrastructure









*











Annual growth of pension funds and

 corporate bonds issuing

(2002-2010)

Source: FIAP





*







AUM


			


						US billions												miles de millones moneda local												Tipo de cambio												tasa de crecimiento


						Chile			Colombia			Perú			México			Chile			Colombia			Perú			México			Chile			Colombia			Perú			México			Chile			Colombia			Perú			México


			1981			0.30


			1982			0.61												44.58												73.57


			1983			1.14												99.44												87.51												123%


			1984			1.24												159.64												128.29												61%


			1985			1.53												281.50												183.66												76%


			1986			2.12												433.95												205.00												54%


			1987			2.71												644.73												238.11												49%


			1988			3.58												886.92												247.49												38%


			1989			4.47												1,325.74												296.58												49%


			1990			6.66												2,242.95												336.86												69%


			1991			10.06												3,772.87												374.87			632.37									68%


			1992			12.40												4,739.06												382.33			737.98									26%


			1993			15.94						0.03						6,871.76												431.04			804.33									45%


			1994			22.30			0.04			0.26						9,009.65			31.59									404.09			831.27									31%						797%


			1995			25.14			0.27			0.58						10,236.52			262.71									407.13			987.65									14%			732%			124%


			1996			27.20			0.80			0.95						11,558.35			806.27									424.97			1,005.33									13%			207%			63%


			1997			30.52			1.37			1.51			0.74			13,425.06			1,768.32									439.81			1,293.58									16%			119%			59%


			1998			30.80			2.11			1.73			5.72			14,594.44			3,253.85									473.77			1,542.11									9%			84%			15%			674%


			1999			34.50			2.89			2.41			11.50			18,206.11			5,409.57									527.70			1,873.77									25%			66%			39%			101%


			2000			35.89			3.58			2.75			17.26			20,551.38			7,989.38									572.68			2,229.18									13%			48%			14%			50%


			2001			35.46			4.96			3.62			27.06			23,269.36			11,353.64									656.20			2,291.18									13%			42%			32%			57%


			2002			35.52			5.48			4.53			31.50			25,300.37			15,704.68									712.38			2,864.79									9%			38%			25%			16%


			2003			49.69			7.33			6.34			35.74			29,785.81			20,354.46									599.42			2,778.21									18%			30%			40%			13%


			2004			60.80			11.08			15.74			42.71			34,037.10			26,467.01									559.83			2,389.75									14%			30%			148%			19%


			2005			74.76			16.02			9.50			54.24			38,440.80			36,589.85									514.21			2,284.22									13%			38%			-40%			27%


			2006			88.63			19.35			14.41			66.75			47,367.60			43,313.87									534.43			2,238.79									23%			18%			52%			23%


			2007			111.04			25.37			20.38			76.64			55,054.37			51,118.49									495.82			2,014.76									16%			18%			41%			15%


			2008			74.31			26.02			15.74			69.84			46,750.86			58,379.13									629.11			2,243.59									-15%			14%			-23%			-9%


			2009			118.05			39.08			23.90			89.50			59,785.33			79,897.62									506.43			2,044.23									28%			37%			52%			28%


			2010			148.44			51.67			31.00			111.79			69,523.45			98,899.17									468.37			1,913.98									16%			24%			30%			25%


			2011			157.23			55.40			29.11			124.01																																	-6%			11%








CVP


			


						Colocación deuda US billions												miles de millones moneda local												crecimiento anual


						Chile			Colombia			Perú			México			Chile			Colombia			Perú			México			Chile			Colombia			Perú			México


			1990			13.51


			1991			14.92			0.10									1097.5990334465			61.70


			1992			19.80			0.20									1732.2618645157			151.27									0.5782283072			1.4517504052


			1993			22.94			0.60									2943.0390784113			483.37									0.6989573798			2.1953289748


			1994			27.91			0.60									5125.3977247237			499.26									0.7415323372			0.032888054


			1995			35.30			0.96									7235.8520896274			946.87									0.4117640188			0.8965377035


			1996			40.24			0.79									9582.5793156555			789.48									0.3243194025			-0.1662271498


			1997			46.55			0.75									11520.0614690378			968.60									0.202187959			0.2268907137


			1998			47.69			1.24									14143.4054409334			1,918.59									0.2277196158			0.9807795152


			1999			44.26			2.26									14908.0229211825			4,239.96									0.0540617663			1.2099373132


			2000			44.82			0.85									16799.8229555885			1,896.86									0.1268981168			-0.552621878


			2001			41.81			0.65						1.55			15984.8675979793			1,496.51									-0.0485097587			-0.2110599389


			2002			40.08			1.17						3.79			17276.2658828333			3,361.52									0.0807888008			1.2462379186						2.2370061749


			2003			49.89			1.67						7.22			20160.1909537663			4,629.75									0.1669298846			0.3772767217						3.4344990884


			2004			59.70			1.96						12.50			24305.5404311082			4,689.60									0.2056205463			0.0129274911						5.277382219


			2005			76.37			2.65						13.07			32452.9840345503			6,044.39									0.3352093168			0.2888939071						0.5734197268


			2006			85.91			4.90						13.23			37784.7453037453			10,970.44									0.1642918649			0.8149777819						0.1539117755


			2007			112.01			6.67						15.37			53067.0292794131			13,430.09									0.4044564507			0.2242072537						2.1451237559


			2008			105.71			3.95						12.56			55784.5839580868			8,851.22									0.0512098513			-0.3409411001						-2.8115016668


			2009			128.76			12.45						13.19			73737.0178719799			25,443.00									0.3218171158			1.8745187924						0.6280556347


			2010			151.07			9.55						20.45			99132.5447817324			18,285.68									0.3444067531			-0.2813079488						7.2599234193


			2011








Hoja3


						Chile						Colombia						México


						Crec fondo			Crec VP			Crec fondo			Crec VP			Crec fondo			Crec VP


			1986			54%


			1987			49%


			1988			38%


			1989			49%


			1990			69%


			1991			68%			0%


			1992			26%			58%


			1993			45%			70%


			1994			31%			74%


			1995			14%			41%			732%			90%


			1996			13%			32%			207%			-17%


			1997			16%			20%			119%			23%


			1998			9%			23%			84%			98%			674%


			1999			25%			5%			66%			121%			101%


			2000			13%			13%			48%			-55%			50%


			2001			13%			-5%			42%			-21%			57%


			2002			9%			8%			38%			125%			16%			224%


			2003			18%			17%			30%			38%			13%			343%


			2004			14%			21%			30%			1%			19%			528%


			2005			13%			34%			38%			29%			27%			57%


			2006			23%			16%			18%			81%			23%			15%


			2007			16%			40%			18%			22%			15%			215%


			2008			-15%			5%			14%			-34%			-9%			-281%


			2009			28%			32%			37%			187%			28%			63%


			2010			16%			34%			24%			-28%			25%			726%








Hoja1


			


									Chile						Colombia						México


						Year			PF annual growth			Corporate bonds issuing annual growth			PF annual growth			Corporate bonds issuing annual growth			PF annual growth			Corporate bonds issuing annual growth


						2002			9%			8%			38%			125%			30%			173%


						2003			18%			17%			30%			38%			25%			109%


						2004			14%			21%			30%			1%			19%			72%


						2005			13%			34%			38%			29%			23%			1%


						2006			23%			16%			18%			81%			23%			1%


						2007			16%			40%			18%			22%			15%			16%


						2008			-15%			5%			14%			-34%			13%			1%


						2009			28%			32%			37%			187%			23%			1%


						2010			16%			34%			24%			-28%			20%			49%


						Correlation coefficient			0.6						0.6						0.6


									Chile


									X			Y			X*Y


						1			0.09			0.08			0.01			0.01			0.01


						2			0.18			0.17			0.03			0.03			0.03


						3			0.14			0.21			0.03			0.02			0.04


						4			0.13			0.34			0.04			0.02			0.11


						5			0.23			0.16			0.04			0.05			0.03


						6			0.16			0.40			0.07			0.03			0.16


						7			(0.15)			0.05			(0.01)			0.02			0.00


						8			0.28			0.32			0.09			0.08			0.10


						9			0.16			0.34			0.06			0.03			0.12


						Suma			1.22			2.07			0.35			0.28			0.60


						µ			0.14			0.23			0.04


									0.0313014719


						CoVaR									0.01


						σ												0.11			0.12


						Correlación															0.6


									Colombia


									X			Y			X*Y


						1			0.38			1.25			0.48			0.15			1.55


						2			0.30			0.38			0.11			0.09			0.14


						3			0.30			0.01			0.00			0.09			0.00


						4			0.38			0.29			0.11			0.15			0.08


						5			0.18			0.81			0.15			0.03			0.66


						6			0.18			0.22			0.04			0.03			0.05


						7			0.14			(0.34)			(0.05)			0.02			0.12


						8			0.37			1.87			0.69			0.14			3.51


						9			0.24			(0.28)			(0.07)			0.06			0.08


						Suma			2.47			4.22			1.47			0.75			6.20


						µ			0.27			0.47			0.16


									0.1288199721


						CoVaR									0.03


						σ												0.09			0.69


						Correlación															0.57


									México


									X			Y			X*Y


						1			0.30			1.73			0.52			0.09			3.00


						2			0.25			1.09			0.27			0.06			1.20


						3			0.19			0.72			0.14			0.04			0.52


						4			0.23			0.01			0.00			0.05			0.00


						5			0.23			0.01			0.00			0.05			0.00


						6			0.15			0.16			0.02			0.02			0.03


						7			0.13			0.01			0.00			0.02			0.00


						8			0.23			0.01			0.00			0.05			0.00


						9			0.20			0.49			0.10			0.04			0.24


						Suma			1.91			4.25			1.06			0.43			4.99


						µ			0.21			0.47			0.12


									0.0999272791


						CoVaR									0.02


						σ												0.05			0.58


						Correlación															0.64














Pension funds holdings of local corporate bonds

and equity, as a % of AUM and GDP

*As of April 2011

Source: FIAP





*







colombia


			


															Bonos			Bonos			Letras


												corporativo			empresas			bancarios			hipotecarias			Acciones			Total


									2011			7.58%			3.97%			3.60%			0.04%			30.97%			38.59%


									2010			6.13%			4.08%			2.06%			0.04%			31.69%			37.86%


									2009			8.32%			5.96%			2.36%			0.09%			33.47%			41.88%


									2008			11.06%			7.85%			3.21%			0.01%			21.93%			33.00%


									2007			12.57%			9.71%			2.86%			0.13%			23.10%			35.79%


									2006			15.05%			11.91%			3.13%			0.05%			15.54%			30.63%


									2005			17.28%			13.95%			3.33%			0.13%			12.84%			30.24%


									2004			19.28%			14.80%			4.48%			0.42%			4.83%			24.54%


									2003			20.52%			15.42%			5.10%			1.06%			4.64%			26.22%


									2002			19.47%			15.34%			4.13%			1.21%			5.42%			26.10%








chile


			


															mercado local


															Bonos			Bonos			Letras


												corporativo			empresas			bancarios			hipotecarias			Acciones


									2011			17.41%			9.47%			7.94%			1.62%			17.46%			36.49%


									2010			17.30%			9.70%			7.60%			1.80%			18.60%			37.70%


									2009			19.60%			11.20%			8.40%			2.50%			16.20%			38.30%


									2008			20.20%			10.80%			9.40%			3.60%			16.30%			40.10%


									2007			15.20%			8.00%			7.20%			3.60%			18.90%			37.70%


									2006			12.20%			7.90%			4.30%			4.49%			20.31%			37.00%


									2005			8.88%			6.76%			2.12%			4.96%			17.31%			31.15%


									2004			8.04%			7.05%			0.99%			6.76%			18.40%			33.20%


									2003			9.07%			7.73%			1.34%			14.98%			17.27%			41.32%


									2002			9.00%			7.16%			1.84%			11.13%			12.13%			32.26%








Peru


			


															mercado local


															Bonos			Bonos			Letras			Acciones


												corporativo			empresas			bancarios			hipotecarias			empresas


									2011			20.32%			7.35%			12.97%			0.01%			28.00%			48.34%


									2010			19.22%			11.67%			7.56%			0.01%			31.74%			50.97%


									2009			20.42%			11.75%			8.67%			0.04%			31.16%			51.62%


									2008			30.84%			14.47%			16.37%			0.06%			25.30%			56.20%


									2007			18.18%			10.27%			7.92%			0.06%			41.19%			59.43%


									2006			20.43%			10.94%			9.50%			0.05%			42.15%			62.64%


									2005			21.63%			10.98%			10.65%			0.00%			36.45%			58.08%


									2004			23.49%			12.15%			11.34%			0.09%			37.13%			60.70%


									2003			33.45%			12.12%			21.32%			0.07%			35.52%			69.03%


									2002			46.17%			13.07%			33.10%			0.10%			31.19%			77.46%








housing


			


									Chile			Colombia			Mexico			Peru						us billions																		us billions


									% of total			% of total			% of total			% of total						Chile			Colombia			Mexico			Peru			Total						Chile			Colombia			Mexico			Peru						Total GDP						Total AUM


									assets			assets			assets			assets						AUM			AUM			AUM			AUM			AUM						housing holdings			housing holdings			housing holdings			housing holdings			Total


						2002			1.8%			4.1%			0.37%			33.1%						36			5			31			5			77						1			0			0			1			2			871			0.3%			3.2%


						2003			1.3%			5.1%			0.39%			21.3%						50			7			36			6			99						1			0			0			1			3			931			0.3%			2.6%


						2004			1.0%			4.5%			4.81%			11.3%						61			11			43			16			130						1			0			2			2			5			1,042			0.5%			3.8%


						2005			2.1%			3.3%			4.08%			10.7%						75			16			54			9			155						2			1			2			1			5			1,193			0.4%			3.5%


						2006			4.3%			3.1%			2.93%			9.5%						89			19			67			14			189						4			1			2			1			8			1,355			0.6%			4.1%


						2007			7.2%			2.9%			6.12%			7.9%						111			25			77			20			233						8			1			5			2			15			1,505			1.0%			6.4%


						2008			9.4%			3.2%			3.14%			16.4%						74			26			70			16			186						7			1			2			3			13			1,632			0.8%			6.8%


						2009			8.4%			2.4%			3.19%			8.7%						118			39			89			24			271						10			1			3			2			16			1,403			1.1%			5.8%


						2010			7.6%			2.1%			3.48%			7.6%						148			52			112			31			343						11			1			4			2			19			1,764			1.1%			5.4%


						2011			7.9%			3.6%			3.35%			13.0%						157			55			124			29			366						12			2			4			4			22			1,828			1.2%			6.1%


																																							2002			0.8%			0.3%			0.2%			1.9%												4.8%


																																							2003			0.7%			0.4%			0.1%			1.4%


																																							2004			0.5%			0.4%			1.6%			1.4%


																																							2005			1.0%			0.3%			1.4%			0.7%


																																							2006			2.0%			0.3%			1.0%			0.7%


																																							2007			3.4%			0.3%			2.0%			0.7%


																																							2008			3.8%			0.4%			1.2%			1.4%


																																							2009			3.7%			0.3%			1.1%			0.8%


																																							2010			3.3%			0.3%			1.1%			0.7%


																																							2011			3.4%			0.5%			1.1%			1.0%








housing


			





Chile


Colombia


Mexico


Peru


% of AUM





corporate debt


									debt																																	debt


									Chile			Colombia			Mexico			Peru						us billions																		us billions


									% of total			% of total			% of total			% of total						Chile			Colombia			Mexico			Peru			Total						Chile			Colombia			Mexico			Peru						Total GDP


									assets			assets			assets			assets						AUM			AUM			AUM			AUM			AUM						corporate holdings			corporate holdings			corporate holdings			corporate holdings			Total									Total AUM


						2002			9.0%			19.5%			4.08%			46.2%						36			5			31			5			77						3			1			1			2			8			871			0.9%			9.9%


						2003			9.1%			20.5%			6.06%			33.4%						50			7			36			6			99						5			2			2			2			10			931			1.1%			10.4%


						2004			8.0%			19.3%			12.85%			23.5%						61			11			43			16			130						5			2			5			4			16			1,042			1.6%			12.4%


						2005			8.9%			17.3%			13.09%			21.6%						75			16			54			9			155						7			3			7			2			19			1,193			1.6%			12.0%


						2006			12.2%			15.0%			8.78%			20.4%						89			19			67			14			189						11			3			6			3			23			1,355			1.7%			11.9%


						2007			15.2%			12.6%			7.97%			18.2%						111			25			77			20			233						17			3			6			4			30			1,505			2.0%			12.8%


						2008			20.2%			11.1%			8.08%			30.8%						74			26			70			16			186						15			3			6			5			28			1,632			1.7%			15.3%


						2009			19.6%			8.3%			6.46%			20.4%						118			39			89			24			271						23			3			6			5			37			1,403			2.6%			13.7%


						2010			17.3%			6.1%			6.89%			19.2%						148			52			112			31			343						26			3			8			6			43			1,764			2.4%			12.4%


						2011			17.4%			7.6%			6.99%			20.3%						157			55			124			29			366						27			4			9			6			46			1,828			2.5%			12.6%


																																																												1.8%			12.3%








equity holdings


									local equity																																	local equity


									Chile			Colombia			Mexico			Peru						us billions																		us billions


									% of total			% of total			% of total			% of total						Chile			Colombia			Mexico			Peru			Total						Chile			Colombia			Mexico			Peru						Total GDP


									assets			assets			assets			assets						AUM			AUM			AUM			AUM			AUM						local equity holdings			local equity holdings			local equity holdings			local equity holdings			Total									Total AUM


						2002			12.1%			5.4%			0.00%			31.2%						36			5			31			5			77						4			0			- 0			1			6			871			0.7%			7.8%


						2003			17.3%			4.6%			0.00%			35.5%						50			7			36			6			99						9			0			- 0			2			11			931			1.2%			11.3%


						2004			18.4%			4.8%			0.00%			37.1%						61			11			43			16			130						11			1			- 0			6			18			1,042			1.7%			13.5%


						2005			17.3%			12.8%			1.33%			36.4%						75			16			54			9			155						13			2			1			3			19			1,193			1.6%			12.4%


						2006			20.3%			15.5%			5.22%			42.2%						89			19			67			14			189						18			3			3			6			31			1,355			2.3%			16.2%


						2007			18.9%			23.1%			5.00%			41.2%						111			25			77			20			233						21			6			4			8			39			1,505			2.6%			16.7%


						2008			16.3%			21.9%			5.90%			25.3%						74			26			70			16			186						12			6			4			4			26			1,632			1.6%			13.9%


						2009			16.2%			33.5%			9.00%			31.2%						118			39			89			24			271						19			13			8			7			48			1,403			3.4%			17.6%


						2010			18.6%			31.7%			8.60%			31.7%						148			52			112			31			343						28			16			10			10			63			1,764			3.6%			18.5%


						2011			17.5%			31.0%			7.99%			28.0%						157			55			124			29			366						27			17			10			8			63			1,828			3.4%			17.1%


																																																												2.2%			14.5%








corporate+equity


									corporate bonds+local equity																																	corporate bonds+local equity


									Chile			Colombia			Mexico			Peru						us billions																		us billions


									% of total			% of total			% of total			% of total						Chile			Colombia			Mexico			Peru			Total						Chile			Colombia			Mexico			Peru						Total GDP


									assets			assets			assets			assets						AUM			AUM			AUM			AUM			AUM						local equity holdings			local equity holdings			local equity holdings			local equity holdings			Total									Total AUM			corporate bonds			equity												Holdings as % of AUM									Total holdings      (% of GDP)


						2002			21.1%			24.9%			4.1%			77.4%						36			5			31			5			77						8			1			1			4			14			871			1.6%			17.7%			9.9%			7.8%									Country			Corporate bonds			Local equity			Total									GDP			holdings


						2003			26.3%			25.2%			6.1%			69.0%						50			7			36			6			99						13			2			2			4			21			931			2.3%			21.7%			10.4%			11.3%									Chile			17.4%			17.5%			34.9%			26.9%						204			54.83


						2004			26.4%			24.1%			12.9%			60.6%						61			11			43			16			130						16			3			5			10			34			1,042			3.2%			25.9%			12.4%			13.5%									Colombia			7.6%			31.0%			38.5%			7.5%						286			21.36


						2005			26.2%			30.1%			14.4%			58.1%						75			16			54			9			155						20			5			8			6			38			1,193			3.2%			24.4%			12.0%			12.4%									Mexico			7.0%			8.0%			15.0%			1.6%						1179			18.57


						2006			32.5%			30.6%			14.0%			62.6%						89			19			67			14			189						29			6			9			9			53			1,355			3.9%			28.1%			11.9%			16.2%									Peru			20.3%			28.0%			48.3%			9.9%						142			14.07


						2007			34.1%			35.7%			13.0%			59.4%						111			25			77			20			233						38			9			10			12			69			1,505			4.6%			29.5%			12.8%			16.7%									Total*			12.6%			17.1%			29.8%			6.0%						1811			108.8210342736


						2008			36.5%			33.0%			14.0%			56.1%						74			26			70			16			186						27			9			10			9			54			1,632			3.3%			29.2%			15.3%			13.9%


						2009			35.8%			41.8%			15.5%			51.6%						118			39			89			24			271						42			16			14			12			85			1,403			6.0%			31.3%			13.7%			17.6%


						2010			35.9%			37.8%			15.5%			51.0%						148			52			112			31			343						53			20			17			16			106			1,764			6.0%			30.9%			12.4%			18.5%


						2011			34.9%			38.5%			15.0%			48.3%						157			55			124			29			366						55			21			19			14			109			1,828			6.0%			29.8%			12.6%			17.1%


																																																									promedio			4.0%			26.9%








corporate+equity


			





corporate bonds


equity


% of GDP*


% of AUM*


% of GDP*





direct infrastructure


			


									Chile						mexico						total


						Año			Inversión USD Billones (1)			% of AUM			holdings			% of AUM			holdings			% of AUM			% of GDP


						2003			0.79			1.6%									0.79			0.6%			0.10%			74			700


			0			2004			1.16			1.9%									1.16			0.8%			0.14%			96			760


			0			2005			1.46			2.0%									1.46			1.0%			0.15%			118			849


			0			2006			1.93			2.2%									1.93			1.3%			0.18%			147			953


			0			2007			2.00			1.8%									2.00			1.4%			0.17%			164			1,026


			-   0			2008			1.38			1.9%			0.2			0.2%			1.38			1.0%			0.11%			171			1,090


			0			2009			1.76			1.5%			0.8			1.2%			1.77			1.2%			0.17%			164			875


			0			2010			1.91			1.3%			2.1			2.4%			1.93			1.3%			0.14%			222			1,114


						2011			2.22			1.4%			3.0			2.7%			2.24			1.6%			0.16%			222			1,179


			0


																								1.3%			0.1%
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Mexico: sovereign debt maturity and pension

 funds average maturity

(2000-2011)

*Data as of April 2011.

Source: Banco de Mexico and Consar
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		Impact of pension reforms on economic growth



	II.3  Development of capital markets



		Quantitative effects



		Increase in the volume of intermediated funds



		Increase in the level of trading 



		Deepening of the market



		Expansion of supply of long-term funds



		Reduction in the cost of capital



		Growth of  specific industries: insurance, mortgages, infrastructure
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Pension funds holdings of MBS

 as a % of AUM and GDP

*As of April 2011

Source: FIAP





*







colombia


			


															Bonos			Bonos			Letras


												corporativo			empresas			bancarios			hipotecarias			Acciones			Total


									2011			7.58%			3.97%			3.60%			0.04%			30.97%			38.59%


									2010			6.13%			4.08%			2.06%			0.04%			31.69%			37.86%


									2009			8.32%			5.96%			2.36%			0.09%			33.47%			41.88%


									2008			11.06%			7.85%			3.21%			0.01%			21.93%			33.00%


									2007			12.57%			9.71%			2.86%			0.13%			23.10%			35.79%


									2006			15.05%			11.91%			3.13%			0.05%			15.54%			30.63%


									2005			17.28%			13.95%			3.33%			0.13%			12.84%			30.24%


									2004			19.28%			14.80%			4.48%			0.42%			4.83%			24.54%


									2003			20.52%			15.42%			5.10%			1.06%			4.64%			26.22%


									2002			19.47%			15.34%			4.13%			1.21%			5.42%			26.10%








chile


			


															mercado local


															Bonos			Bonos			Letras


												corporativo			empresas			bancarios			hipotecarias			Acciones


									2011			17.41%			9.47%			7.94%			1.62%			17.46%			36.49%


									2010			17.30%			9.70%			7.60%			1.80%			18.60%			37.70%


									2009			19.60%			11.20%			8.40%			2.50%			16.20%			38.30%


									2008			20.20%			10.80%			9.40%			3.60%			16.30%			40.10%


									2007			15.20%			8.00%			7.20%			3.60%			18.90%			37.70%


									2006			12.20%			7.90%			4.30%			4.49%			20.31%			37.00%


									2005			8.88%			6.76%			2.12%			4.96%			17.31%			31.15%


									2004			8.04%			7.05%			0.99%			6.76%			18.40%			33.20%


									2003			9.07%			7.73%			1.34%			14.98%			17.27%			41.32%


									2002			9.00%			7.16%			1.84%			11.13%			12.13%			32.26%








Peru


			


															mercado local


															Bonos			Bonos			Letras			Acciones


												corporativo			empresas			bancarios			hipotecarias			empresas


									2011			20.32%			7.35%			12.97%			0.01%			28.00%			48.34%


									2010			19.22%			11.67%			7.56%			0.01%			31.74%			50.97%


									2009			20.42%			11.75%			8.67%			0.04%			31.16%			51.62%


									2008			30.84%			14.47%			16.37%			0.06%			25.30%			56.20%


									2007			18.18%			10.27%			7.92%			0.06%			41.19%			59.43%


									2006			20.43%			10.94%			9.50%			0.05%			42.15%			62.64%


									2005			21.63%			10.98%			10.65%			0.00%			36.45%			58.08%


									2004			23.49%			12.15%			11.34%			0.09%			37.13%			60.70%


									2003			33.45%			12.12%			21.32%			0.07%			35.52%			69.03%


									2002			46.17%			13.07%			33.10%			0.10%			31.19%			77.46%








housing


			


									Chile			Colombia			Mexico			Peru						us billions																		us billions


									% of total			% of total			% of total			% of total						Chile			Colombia			Mexico			Peru			Total						Chile			Colombia			Mexico			Peru						Total GDP						Total AUM


									assets			assets			assets			assets						AUM			AUM			AUM			AUM			AUM						housing holdings			housing holdings			housing holdings			housing holdings			Total


						2002			1.8%			4.1%			0.37%			33.1%						36			5			31			5			77						1			0			0			1			2			871			0.3%			3.2%


						2003			1.3%			5.1%			0.39%			21.3%						50			7			36			6			99						1			0			0			1			3			931			0.3%			2.6%


						2004			1.0%			4.5%			4.81%			11.3%						61			11			43			16			130						1			0			2			2			5			1,042			0.5%			3.8%


						2005			2.1%			3.3%			4.08%			10.7%						75			16			54			9			155						2			1			2			1			5			1,193			0.4%			3.5%


						2006			4.3%			3.1%			2.93%			9.5%						89			19			67			14			189						4			1			2			1			8			1,355			0.6%			4.1%


						2007			7.2%			2.9%			6.12%			7.9%						111			25			77			20			233						8			1			5			2			15			1,505			1.0%			6.4%


						2008			9.4%			3.2%			3.14%			16.4%						74			26			70			16			186						7			1			2			3			13			1,632			0.8%			6.8%


						2009			8.4%			2.4%			3.19%			8.7%						118			39			89			24			271						10			1			3			2			16			1,403			1.1%			5.8%


						2010			7.6%			2.1%			3.48%			7.6%						148			52			112			31			343						11			1			4			2			19			1,764			1.1%			5.4%


						2011			7.9%			3.6%			3.35%			13.0%						157			55			124			29			366						12			2			4			4			22			1,828			1.2%			6.1%


						Promedio			5.1%			3.4%			3.2%			13.9%


																																							2002			0.8%			0.3%			0.2%			1.9%												4.8%


																																							2003			0.7%			0.4%			0.1%			1.4%


																																							2004			0.5%			0.4%			1.6%			1.4%


																																							2005			1.0%			0.3%			1.4%			0.7%


									MBS holdings               (% of AUM)						MBS holdings      (% of GDP)																								2006			2.0%			0.3%			1.0%			0.7%


						Country			2011			average: 2002-2011																											2007			3.4%			0.3%			2.0%			0.7%


						Chile			7.9%			5.1%			5.6%																								2008			3.8%			0.4%			1.2%			1.4%


						Colombia			3.6%			3.4%			0.7%																								2009			3.7%			0.3%			1.1%			0.8%


						Mexico			3.3%			3.2%			0.4%																								2010			3.3%			0.3%			1.1%			0.7%


						Peru			13.0%			13.9%			2.7%																								2011			3.4%			0.5%			1.1%			1.0%


						Total*			6.1%			4.8%			1.2%








housing


			





Chile


Colombia


Mexico


Peru


% of AUM





corporate debt


									debt																																	debt


									Chile			Colombia			Mexico			Peru						us billions																		us billions


									% of total			% of total			% of total			% of total						Chile			Colombia			Mexico			Peru			Total						Chile			Colombia			Mexico			Peru						Total GDP


									assets			assets			assets			assets						AUM			AUM			AUM			AUM			AUM						corporate holdings			corporate holdings			corporate holdings			corporate holdings			Total									Total AUM


						2002			9.0%			19.5%			4.08%			46.2%						36			5			31			5			77						3			1			1			2			8			871			0.9%			9.9%


						2003			9.1%			20.5%			6.06%			33.4%						50			7			36			6			99						5			2			2			2			10			931			1.1%			10.4%


						2004			8.0%			19.3%			12.85%			23.5%						61			11			43			16			130						5			2			5			4			16			1,042			1.6%			12.4%


						2005			8.9%			17.3%			13.09%			21.6%						75			16			54			9			155						7			3			7			2			19			1,193			1.6%			12.0%


						2006			12.2%			15.0%			8.78%			20.4%						89			19			67			14			189						11			3			6			3			23			1,355			1.7%			11.9%


						2007			15.2%			12.6%			7.97%			18.2%						111			25			77			20			233						17			3			6			4			30			1,505			2.0%			12.8%


						2008			20.2%			11.1%			8.08%			30.8%						74			26			70			16			186						15			3			6			5			28			1,632			1.7%			15.3%


						2009			19.6%			8.3%			6.46%			20.4%						118			39			89			24			271						23			3			6			5			37			1,403			2.6%			13.7%


						2010			17.3%			6.1%			6.89%			19.2%						148			52			112			31			343						26			3			8			6			43			1,764			2.4%			12.4%


						2011			17.4%			7.6%			6.99%			20.3%						157			55			124			29			366						27			4			9			6			46			1,828			2.5%			12.6%


																																																												1.8%			12.3%








equity holdings


									local equity																																	local equity


									Chile			Colombia			Mexico			Peru						us billions																		us billions


									% of total			% of total			% of total			% of total						Chile			Colombia			Mexico			Peru			Total						Chile			Colombia			Mexico			Peru						Total GDP


									assets			assets			assets			assets						AUM			AUM			AUM			AUM			AUM						local equity holdings			local equity holdings			local equity holdings			local equity holdings			Total									Total AUM


						2002			12.1%			5.4%			0.00%			31.2%						36			5			31			5			77						4			0			- 0			1			6			871			0.7%			7.8%


						2003			17.3%			4.6%			0.00%			35.5%						50			7			36			6			99						9			0			- 0			2			11			931			1.2%			11.3%


						2004			18.4%			4.8%			0.00%			37.1%						61			11			43			16			130						11			1			- 0			6			18			1,042			1.7%			13.5%


						2005			17.3%			12.8%			1.33%			36.4%						75			16			54			9			155						13			2			1			3			19			1,193			1.6%			12.4%


						2006			20.3%			15.5%			5.22%			42.2%						89			19			67			14			189						18			3			3			6			31			1,355			2.3%			16.2%


						2007			18.9%			23.1%			5.00%			41.2%						111			25			77			20			233						21			6			4			8			39			1,505			2.6%			16.7%


						2008			16.3%			21.9%			5.90%			25.3%						74			26			70			16			186						12			6			4			4			26			1,632			1.6%			13.9%


						2009			16.2%			33.5%			9.00%			31.2%						118			39			89			24			271						19			13			8			7			48			1,403			3.4%			17.6%


						2010			18.6%			31.7%			8.60%			31.7%						148			52			112			31			343						28			16			10			10			63			1,764			3.6%			18.5%


						2011			17.5%			31.0%			7.99%			28.0%						157			55			124			29			366						27			17			10			8			63			1,828			3.4%			17.1%


																																																												2.2%			14.5%








corporate+equity


									corporate bonds+local equity																																	corporate bonds+local equity


									Chile			Colombia			Mexico			Peru						us billions																		us billions


									% of total			% of total			% of total			% of total						Chile			Colombia			Mexico			Peru			Total						Chile			Colombia			Mexico			Peru						Total GDP


									assets			assets			assets			assets						AUM			AUM			AUM			AUM			AUM						local equity holdings			local equity holdings			local equity holdings			local equity holdings			Total									Total AUM			corporate bonds			equity												Holdings as % of AUM									Total holdings      (% of GDP)


						2002			21.1%			24.9%			4.1%			77.4%						36			5			31			5			77						8			1			1			4			14			871			1.6%			17.7%			9.9%			7.8%									Country			Corporate bonds			Local equity			Total									GDP			holdings


						2003			26.3%			25.2%			6.1%			69.0%						50			7			36			6			99						13			2			2			4			21			931			2.3%			21.7%			10.4%			11.3%									Chile			17.4%			17.5%			34.9%			26.9%						204			54.83


						2004			26.4%			24.1%			12.9%			60.6%						61			11			43			16			130						16			3			5			10			34			1,042			3.2%			25.9%			12.4%			13.5%									Colombia			7.6%			31.0%			38.5%			7.5%						286			21.36


						2005			26.2%			30.1%			14.4%			58.1%						75			16			54			9			155						20			5			8			6			38			1,193			3.2%			24.4%			12.0%			12.4%									Mexico			7.0%			8.0%			15.0%			1.6%						1179			18.57


						2006			32.5%			30.6%			14.0%			62.6%						89			19			67			14			189						29			6			9			9			53			1,355			3.9%			28.1%			11.9%			16.2%									Peru			20.3%			28.0%			48.3%			9.9%						142			14.07


						2007			34.1%			35.7%			13.0%			59.4%						111			25			77			20			233						38			9			10			12			69			1,505			4.6%			29.5%			12.8%			16.7%									Total*			12.6%			17.1%			29.8%			6.0%						1811			108.8210342736


						2008			36.5%			33.0%			14.0%			56.1%						74			26			70			16			186						27			9			10			9			54			1,632			3.3%			29.2%			15.3%			13.9%


						2009			35.8%			41.8%			15.5%			51.6%						118			39			89			24			271						42			16			14			12			85			1,403			6.0%			31.3%			13.7%			17.6%


						2010			35.9%			37.8%			15.5%			51.0%						148			52			112			31			343						53			20			17			16			106			1,764			6.0%			30.9%			12.4%			18.5%


						2011			34.9%			38.5%			15.0%			48.3%						157			55			124			29			366						55			21			19			14			109			1,828			6.0%			29.8%			12.6%			17.1%


																																																									promedio			4.0%			26.9%








corporate+equity


			





corporate bonds


equity


% of GDP*


% of AUM*


% of GDP*





direct infrastructure


			


									Chile						mexico						total


						Año			Inversión USD Billones (1)			% of AUM			holdings			% of AUM			holdings			% of AUM			% of GDP


						2003			0.79			1.6%									0.79			0.6%			0.10%			74			700


			0			2004			1.16			1.9%									1.16			0.8%			0.14%			96			760


			0			2005			1.46			2.0%									1.46			1.0%			0.15%			118			849


			0			2006			1.93			2.2%									1.93			1.3%			0.18%			147			953


			0			2007			2.00			1.8%									2.00			1.4%			0.17%			164			1,026


			-   0			2008			1.38			1.9%			0.2			0.2%			1.54			1.1%			0.12%			171			1,090


			0			2009			1.76			1.5%			0.8			1.2%			2.57			1.8%			0.25%			164			875


			0			2010			1.91			1.3%			2.1			2.4%			4.03			2.8%			0.30%			222			1,114


						2011			2.22			1.4%			3.0			2.7%			5.23			3.6%			0.37%			222			1,179


			0


																								2.3%			0.3%












Pension funds investments in infrastructure

Source: BBVA research



		Country		Indirect (ABS)
(USD billions/ % of total assets)		Direct investments
(USD billions/ % of total assets)		Regulatory limit 

		Chile		10 / 9.2%		2 /1.8% 		No limit

		Colombia		4.4 / 17.1%		No limit

		Mexico		7.6 / 6.2%		3.5 / 2.7%		13% in direct investments

		Peru		2.4 / 11.5%		0.7 / 3.3%		No limit
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		Impact of pension reforms on economic growth



	II.3  Development of capital markets



		Qualitative effects



		Modernization of securities markets (improved clearing and settlement, etc)



		Development of new institutions: custodians, electronic trading 	systems, centralized clearing schemes



		Higher quality of regulation



		Enhancement of transparency: quality and timeliness of information





		Innovation and creation of new financial products



		Development of risk-rating systems and independent agencies
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		Modernization of securities markets (improved clearing and settlement, etc)



		Development of new institutions: custodians, electronic trading 	systems, centralized clearing schemes
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		Enhancement of transparency: quality and timeliness of information





		Innovation and creation of new financial products



		Development of risk-rating systems and independent agencies
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		Impact of pension reforms on economic growth



	II.3  Development of capital markets



		Qualitative effects



		Modernization of securities markets (improved clearing and settlement, etc)



		Development of new institutions: custodians, electronic trading 	systems, centralized clearing schemes



		Higher quality of regulation



		Enhancement of transparency: quality and timeliness of information



		Innovation and creation of new financial products



		Development of risk-rating systems and independent agencies
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		Impact of pension reforms on economic growth



	II.3  Development of capital markets



		Qualitative effects



		Modernization of securities markets (improved clearing and settlement, etc)



		Development of new institutions: custodians, electronic trading 	systems, centralized clearing schemes



		Higher quality of regulation



		Enhancement of transparency: quality and timeliness of information



		Innovation and creation of new financial products



		Development of risk-rating systems and independent agencies
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		Impact of pension reforms on economic growth



	II.3  Development of capital markets



		Qualitative effects



		Modernization of securities markets (improved clearing and settlement, etc)



		Development of new institutions: custodians, electronic trading 	systems, centralized clearing schemes



		Higher quality of regulation



		Enhancement of transparency: quality and timeliness of information



		Innovation and creation of new financial products



		Development of risk-rating systems and independent agencies
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Infrastructure bond & CKD

(main characteristics)

Source: FIAP

		Country		Instrument		Target		Issuer		Type of issuing		Guarantees

		Chile		Infrastructure Bond		Infrastructure projects		Companies		Bond		100% insurance policy

		Mexico		Development Capital Certificates (CKD)		Infrastructure
Real Estate
Private Equity		Companies or funds trough an issuing trust		Listed private equity		Trust assets





























*









		Impact of pension reforms on economic growth



	II.3  Development of capital markets



		Qualitative effects



		Modernization of securities markets (improved clearing and settlement, etc)





		Development of new institutions: custodians, electronic trading 	systems, centralized clearing schemes



		Higher quality of regulation



		Enhancement of transparency: quality and timeliness of information



		Innovation and creation of new financial products



		Development of risk-rating systems and independent agencies
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		Impact of pension reforms on economic growth



	II.4  Other relevant effects



		 Labor market incentives



		Reduction of distortions (linkage between benefits and contributions)

		Increase in formal sector employment

		Job mobility

		Increased demand (contributions are not seen as payroll taxes)





 

		 Better corporate governance practices



		Demand for more transparency and accountability

		Pressure to undertake more socially responsible investments
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		Impact of pension reforms on economic growth



	II.4  Other relevant effects



		 Labor market incentives



		Reduction of distortions (linkage between benefits and contributions)

		Increase in formal sector employment

		Job mobility

		Increased demand (contributions are not seen as payroll taxes)





 

		 Better corporate governance practices



		Demand for more transparency and accountability

		Pressure to undertake more socially responsible investments









*











 





World Bank investor protection index 2011













	 Source: World Bank 2011
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Hoja1


			Country			World Bank disclosure grade for financial markets 


			Chile			8


			Colombia			8


			Mexico			8


			Peru			8


												Chile			Colombia			Mexico			Peru


									World Bank disclosure grade for financial markets 			8			8			8			8








Hoja2








Hoja3












		Main challenges



	

		 Further evolution of pension funds investment regulation towards diversification



		 Enhancement of other relevant regulations regarding taxation, claiming rights of investors, transparency and legal certainty



		Foster reforms aimed at triggering long-term investment opportunities
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		Main challenges



	

		 Ensure alignment of investment strategies with the long-term objectives of private pension funds



		 Continue to implement and refine life-cycle models and coherent links between the investment strategies of the accumulation and decummulation stages
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		Main challenges



	

		 Continue developing initiatives addressing financial literacy, customer commitment and involvement, property rights and voluntary contributions



		 Strengthen advisory capabilities of providers, especially regarding: a clear understanding of the risk/return relationship; its impact on the quality of pensions; and the danger of overreacting to short-run volatility episodes
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The contribution of private pension systems to long-term savings

 and economic growth

“Contribution of insurance and pensions to growth”

Special  OECD anniversary roundtable

Mexico City, June 9th, 2011
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Country year Unique integrated


in 


competition


Latin America


Chile 1981 ●


Peru 1993 ●


Colombia 1994 ●


Argentina+ 1994 ●


Uruguay 1996 ●


Bolivia 1997 ●


Mexico 1997 ●


El Salvador 1998 ●


Costa Rica 2000 ●


Panama 2002


Dominican Republic 2003 ●


Central & Eastern 


Europe


Hungary+ 1998 ●


Poland 1999 ●


Sweden 1999 ●


Latvia 2001 ●


Bulgaria 2002 ●


Croatia 2002 ●


Estonia 2002 ●


Kosovo 2002 ●


Russian federation 2003 ●


Lituania 2004 ●


Slovakia 2005 ●


Macedonian 2006 ●


Czech Republic *


Rumania 2008 ●


Ukraine **


Asia


Kazajstan 1998 ●


Brunei 2010 ●


Armenia *


Africa


Nigeria 2005 ●


Ghana 2010 ●


Egypt 2012 ●





Type of system


AUM as


Country AUM GDP % of GDP


Chile 157               204                77.1%


Mexico 124               1,179             10.5%


Colombia 55                 286                19.4%


Peru 29                 142                20.5%


Total 366               1,810             20.2%


year


Capital market 


operations 


volume annual 


growth


PF equity 


holdings 


annual 


growth


Capital market 


operations 


volume annual 


growth


PF equity 


holdings 


annual 


growth


2003 86.4% 99.2% -6.6% 0%


2004 58.7% 30.4% 69.3% 0%


2005 48.2% 15.7% 11.4% 100%


2006 41.9% 39.1% 51.1% 382%


2007 82.1% 16.6% 55.3% 10%


2008 -28.9% -42.3% -0.8% 8%


2009 8.0% 57.9% 3.7% 95%


2010 30.5% 44.4% 58.0% 19%


Correlation 


coefficient


Chile Mexico


0.8 0.7


Year


 PF annual 


growth


Corporate 


bonds issuing 


annual growth


 PF annual 


growth


Corporate 


bonds issuing 


annual growth


 PF annual 


growth


Corporate 


bonds issuing 


annual growth


2002


9% 8% 38% 125% 30% 173%


2003


18% 17% 30% 38% 25% 109%


2004


14% 21% 30% 1% 19% 72%


2005


13% 34% 38% 29% 23% 1%


2006


23% 16% 18% 81% 23% 1%


2007


16% 40% 18% 22% 15% 16%


2008


-15% 5% 14% -34% 13% 1%


2009


28% 32% 37% 187% 23% 1%


2010


16% 34% 24% -28% 20% 49%


Correlation 


coefficient


Chile Colombia México


0.6 0.6 0.6


Country


Corporate 


bonds


Local 


equity


Total


Chile 17.4% 17.5% 34.9% 26.9%


Colombia 7.6% 31.0% 38.5% 7.5%


Mexico 7.0% 8.0% 15.0% 1.6%


Peru 20.3% 28.0% 48.3% 9.9%


Total* 12.6% 17.1% 29.8% 6.0%


Total 


holdings      


(% of GDP)


Holdings as % of AUM


Country


2011


average: 


2002-2011


Chile 7.9% 5.1% 5.6%


Colombia 3.6% 3.4% 0.7%


Mexico 3.3% 3.2% 0.4%


Peru 13.0% 13.9% 2.7%


Total* 6.1% 4.8% 1.2%


MBS holdings               


(% of AUM)


MBS 


holdings      


(% of GDP)


Chile Colombia Mexico Peru


World Bank disclosure grade for 


financial markets 


8 8 8 8
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