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Elderly (65+) in 2015 & 2050 Unreported Pension Debt 262010

/ 0)
(% of the population) (A) CE]D)
S75% Almost 9 times the
Canada [ i 755 m 2015 500% country’s production
within a year

rrance . | o 2056

700%

600% Unreported debt of
ukrzine [T 26 o countries that

adopted individually-
funded pension

o 205% o
chite |t — 2o 400% pia 364
JcCo; programs will
china [ e 50 J00% disappear over time.
200% \
Germany |ttt 355 f |
100% 25% 17% 13%
Italy 22% IR - — —

%

K Portugal Italy Ireland  Greece Spain  Ukraine* Chile** Mexico** Peru**
orea |t — 305

Japon [ i 20 * ForUkraine World Bankestimations 2004.
** ForChile,Mexicoand Pery World Bankestimations 2010.

Source Edwards (2010) antforld Bank (2004).

0% 10% 20% 30% 40% 50%

Source: World Population Prospects: The 2015
Revision (UN Population Divis20il6).



PensiorFundshavehadexcellenprofitability

Real historical cumulative profitability (annualized) of
Pension FundsDec. 2015 Chile
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Increased deepening of capital market

» In Chile,fundshavethe 34% of the stockof nationaldebt, 58%of the financials y s t aeliy’ s
37%ofthec o mp a lbondg G0of stock

Chile: Size of the capital markets [MMUSD)
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Source: Elaborated by FIAP on Dec 31, 2015.



Pension Funds reach every economic sector

Pension Funds'’ Portfoll o per econ
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Source: FIAP, Dec. 31, 2015.




Effecton Savings and Investment

» It IS possibledue to the increasingreduction of the public sector deficit (as a result of financingan
unsustainabl®AYGQystem)

» The period of highesttransition deficit in Chileis over. deficit reacheda maximumof 4% of GDPuntil 2000
then it decreasedo a 2.6% of the GIPand it will disappeain the longterm (in 2050the deficit will disappear

accordingo Arenaset al., 2009).
» Adirect benefitthat it is beingharvested releaseof state resourcedor strengtheningthe “ P i 4 d rgsolidarity
pensionsystemcreatedby the Reformof 2008).
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Role of individuallyfunded systems in GDP annual growt

5,35%
6,00% 4,58% 4,55% Total GDP Growth

Total GDP Growt Total GDP Growth Reform's
effect on GDP 0.339%

5,00%
0 Reform's f 's eff
4.00% 0'37 2 effect on GDP 0158% Er? ((;)r[;nps etiect
3,00% 2,40%
Total GDP Growth
0 Reform's effec
2,00% 03100 on GDP
1,00%
0,00%
Chile Colombia Mexico Peru
W Rest Impact on Individually Funded Systen

% of GDP annual
growth explained 8.08% 12.75% 12.92% 6.22%

by pension reform

Source SURA2013 , & w 20of ti private pensionsystemin the economicdevelopmentof LatinAmerica experienceof ColombiaMexicg Chileand Perté.



Impacton realeconomy

(1)

(1)

Housing About one million and a half
housesare financedwith Pensior-unds
(PFAand Life InsuranceCa throughthe
bank) Mortgage loans are offered for
termsof upto 30years

Infrastructure About USS 7.000 millon
of the PFsare investedon the electrical
sector, US$ 630 millon in
telecommunicationssector, and about
US 2.000 millon are invested on
concessions (highways  airports
hospitals.







