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WORDS FROM THE PRESIDENT
More than three decades ago, a profound social security reform process
began in Latin America to replace the PAYGO systems, which had fallen
into a deep crisis, with privately managed individually-funded systems
strictly regulated and supervised by the State. In the last couple of years, a
massive pension payment process began in Chile, a pioneering country in
this process, since the system had already been in place for more than 35
years. The pension amounts paid out did not respond to the expectations
of members, for different reasons that we will examine, which gave rise to
a protest movement that has contaminated the debate in other countries
with similar systems.
The reasons why pension amounts do not necessarily respond to the expectations of workers
are clear, and widely shared by all. The life expectancy of workers on retirement has grown by
43.5% for men, and 32.2% for women, since the implementation of the system in Chile. The
interest rate, whereby savings are converted into pensions, was 6% at the time the reform was
implemented, and is currently slightly more than 2%. If only these two variables (life expectancy
on retirement and the interest rate) had remained stable over time, pensions would have been
double what they are today. Nonetheless, and despite the fact that there is clarity regarding these
issues, none of the most important parameters (the contribution rate and the retirement age) have
been adjusted in 35 years, and none of the countries with similar pension systems have done so
either.
One must add informality to these phenomena, which in some countries is well above 60%, as
well as salary increases, which often end up affecting the replacement rate, since contributors
save throughout their lives, so pensions are not necessarily related to the income of the last
couple of years, but rather to the average income throughout the active lives of workers.
Notwithstanding the clarity of the diagnosis and the principal solutions put forward, most of
them are demagogic and short-term, disregarding the serious effects they could have on future
generations. They are encouraged by the fact that the Pension Fund Managers, rather than the
State, have been burdened with the responsibility for this situation, notwithstanding their success,
which is evidenced in the real returns of more than 6% they have given workers in all Latin
American countries, and their real contribution to the economies of countries, exceeding 7% of
GDP growth. The Pension Fund Managers are certainly not responsible in any way for the factors
explaining pension amounts.
A recent Mercer study concludes that Chile, Colombia and Mexico have the best and most robust
pension systems in the world. Nonetheless, there are people who propose a full or partial return
to the PAYGO systems as a solution to these problems, despite the fact that demographic reality
makes its medium-term funding unsustainable, as clearly stated by the developed countries,
which are leading the field in demographic changes.
Let us take the case of Spain, where projections indicate that the number of pensioners will equal
the number of contributors by the year 2047. The increase in the dependency rate in the PAYGO
systems, caused by the aforementioned demographic changes, has made their funding unviable,
due to which 55 countries increased the retirement age, 76 increased the contribution rate, and
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16 adjusted the benefits formula, between 1995 and 2017. Despite these parametric changes,
the PAYGO systems have not been able to finance the pensions of workers, and this obligation
was finally assumed by governments, seriously affecting their sustainability. This is how debt, as
a percentage of GDP, reached 491% in Portugal, 364% in Italy, 900% in Greece and 255% in
Spain.
Another populist solution is the reimbursement of funds, i.e. their early withdrawal, which is
contrary to the essential purpose of a pension system, which is to postpone present consumption
to subsequently enjoy a more relaxed old age with the accumulated savings. This situation has
already been experienced in the United Kingdom, where life annuities and other pension products
dropped by 80%. We can see it happening now in Peru, where a law authorizing the withdrawal
of 95.5% of saved funds by workers was enacted, resulting in 95% of savings being withdrawn,
and only 1% being invested in any pension product.
Finally, I believe that the events in Chile should be seen in a positive light, as a warning for driving
the changes that systems require for offering better pensions to their workers. Winston Churchill
said that politicians become statesmen when they start thinking about future generations, rather
than the upcoming elections.
The Chilean experience should shake our passivity and give us strength to work on the changes
required by the system, for which there is a technical consensus, emphasizing the fact that we
cannot postpone an automatic adjustment of parameters, such as increasing the contribution rate
and the age of retirement in proportion to the increase in life expectancy and actively promoting
voluntary pension savings, taking as examples developed countries that have established
mechanisms such as matching contributions, automatic enrollment and scaling, among others.
Also increasing the long-term returns of the pension funds by investing in alternative assets,
accessing new instruments in economic sectors in which the pension funds have traditionally not
been present, and the prize for liquidity they have, giving them the opportunity of investing in
assets that have a low correlation with traditional assets. It is also essential to stipulate that the sole
purpose of the pension funds is to finance the pensions of workers, avoiding any contamination
with other purposes, as we have witnessed in some countries, as well as increasing the number of
pension modes. Finally, it is necessary to establish a publicly funded solidarity pillar that would
enable financing the pensions of the poorest and most vulnerable sectors that have not been able
to save continuously throughout their working lives.
Through ongoing seminars, round tables and technical studies organized by our Federation, we
have sought to contribute to the social security debate, focusing on those aspects that seek a
sustainable solution to the pension problem, well aware of the magnitude of the challenge we
face.

Guillermo Arthur
FIAP President
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The International Federation of Pension Fund Administrators, FIAP, is an international organization
whose legal status was granted in the city of Montevideo on June 29, 2004, through Executive
Decree No. 801, issued by the Ministry of Education and Culture of Uruguay.
In September of the same year, Exempt Decree No. 3154 of the Chilean Ministry of Justice,
authorized FIAP to carry out activities in Chile, under the name of International Federation of
Pension Fund Administrators, Agency in Chile.
Since its creation in May 1996, FIAP has become an international organization that brings together
all the countries with pension fund management systems and those in the process of being created,
for the purpose of disseminating the individually-funded savings systems, sharing experiences
and analyzing issues, as an agency capable of putting forward proposals and interacting on an
international level, together with national Associations.
Purpose
The Federation’s corporate purpose, defined in its bylaws, is:
•

To spread awareness and the adoption of the private pension fund systems.

•

Manifest the concerns of its members in international bodies.

•

Collaborate with public authorities and international agencies.

•

Promote the enactment of legal and regulatory provisions.

•

Edit brochures, circulars, magazines and promotional books, a website and audiovisual
material of mutual interest to the trade organization.

•

Maintain relations with similar international agencies.

•

Create agencies and committees, technical or otherwise, to study and disseminate
backup material.

•

Disseminate and defend the values, principles and fundamentals of private activity in the
management of private pension systems.

•

Establish links between individuals and agencies involved in the management of the
private pension systems.

•

Represent all member institutions in matters of collective interest that are consistent with
its statutory purpose.
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INSTITUTIONAL STRUCTURE
The Federation is managed and administered by: a) the General Assembly of Members; and (b)
the Board of Directors, which appoints the Secretary General who represents it in its offices and
the services provided by the agency.
FIAP MEMBERS
FIAP’s bylaws establish several forms of membership of the agency, which are detailed below:
Full Members
The associations, federations, chambers or other similar institutions with legal status, in countries
with legally established pension fund managers or similar, and whose members are agencies
engaged in the administration, coverage and granting of benefits or services peculiar to such
systems. Agencies that are engaged in the aforementioned activities in countries that do not have
associations, chambers or other similar institutions, can also be members.
They can be Class A or Cass B members, depending on whether they choose to pay the full or
partial fee determined by the General Assembly.
Collaborating Members
Collaborating members are mainly suppliers of products and services for the pension funds
industry.
To October 2017, there were 18 institutions from 15 Latin American and European countries
that were full members of FIAP. There are also 15 collaborating members, including the main
worldwide asset managers.
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COUNTRY				

FULL MEMBERS

BOLIVIA

Bolivian Association of Pension
Fund Managers.

COLOMBIA

Colombian Association of
Pension and Unemployment
Fund Managers (ASOFONDOS).

COSTA RICA

BCR Pensiones OPC S.A.

COSTA RICA

Complementary Pension Fund
Operator of Banco Popular y
de Desarrollo Comunal, S.A.
(Popular Pensiones)

CHILE

Association of Pension Fund
Managers Trade Association

CURACAO

Vidanova Foundation Pension
Fund

EL SALVADOR

Salvadorean Association
of Pension Fund Managers
(ASAFONDOS).

SPAIN

Association of Collective
Investment Agencies and
Pension Funds (INVERCO)

HONDURAS

Ficohsa Pensiones y Cesantías.

HONDURAS

(AFP Atlántida). (**)
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KAZAKHSTAN

Unified Accumulative
Pension Fund JSC.

MEXICO

Mexican Association of
Pension Fund Managers,
Civil Association
(AMAFORE).

PANAMA

Progreso AIFPC, SA.

PERU

Association of Private
Pension Fund Managers

DOMINICAN REPUBLIC

Dominican Association of
Pension Fund Managers
(ADAFP).

UKRAINE

Arkada S.A. Commercial
Bank

URUGUAY

República AFAP S.A.

URUGUAY

National Association of
Pension Savings Fund
Managers (ANAFAP)

(**) Collaborating Country.
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COLLABORATING MEMBERS

1. SURA ASSET MANAGEMENT

2. PRINCIPAL FINANCIAL GROUP

3. ASSOCIATION OF THE LUXEMBOURG
FUND INDUSTRY (ALFI)

4. AMUNDI ASSET MANAGEMENT

5. BNY MELLON

6. BROWN BROTHERS HARRIMAN & CO.

8. COMPASS GROUP

7. CEM BENCHMARKING

9.INVERSIONES SECURITY

10. MORGAN STANLEY

11. M&G INVESTMENTS

12. PICTET & CIE (EUROPE) S.A.
SPANISH BRANCH

13. STATE STREET GLOBAL ADVISORS

14. S & P DOW JONES INDICES

15 VANGUARD
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BOARD OF DIRECTORS
To October 2017, the FIAP Board of Directors comprised five members. The President and four
directors with the status of Vice-Presidents.

President
Guillermo Arthur, Chile.

Vice President
Santiago Montenegro,
Colombia.

Vice President
Ángel Martínez-Aldama,
Spain.

Vice President
Giovanna Prialé, Peru.

Vice President
Carlos Noriega, Mexico.

The Board of Directors meets at least once a year, with the General Secretary in attendance.
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ORGANIZATION AND MANAGEMENT
Secretary General:

Francisco Margozzini

Research Manager:

Manuel Tabilo

Research Advisor:

Karol Fernández

Administrative Assistant:

Ana Tolosa

Head Office:

Santiago de Chile
Avda. Nueva Providencia 2155, Torre B, Piso 8, Oficinas 810 y
811, Providencia.

Phone:

(56)2 2381-1723 anexo 10

E-mail:

fiap@fiap.cl

Website:

http://www.fiapinternacional.org

EXTERNAL ADVISORY SERVICES
Mr. Rodrigo Acuña has been FIAP’s External Consultant since February, 2002. Rodrigo Acuña is a
Business Manager with honors in Economy from the Catholic University of Chile, and also holds
a postgraduate degree from the Inter-American Program of Applied Macroeconomics at the same
university. He is also a Director of PrimAmérica Consultores (Chile).
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STRATEGIC PLAN
Between June 2016 and October 2017, FIAP continued its work based on a “Strategic Activities
Plan.”
This plan was initially implemented in July 2002, and defines the strategic objectives from which
the activities of the period will be determined. For the achievement of these goals, FIAP has
the support of relevant partners, including associated agencies, international organizations,
regulatory agencies and sponsors.
COMPLIANCE WITH GOALS AND OBJECTIVES
The following activities aimed at meeting strategic objectives were performed between June 2016
and October 2017.
STRATEGIC OBJECTIVE 1
Promote measures for improving the level, stability and safety of members’ pensions.
ACTIVITIES
•

In order to cope with demographic changes, it was proposed to establish automatic
indexing of the key parameters of the individually-funded programs (retirement
age, contribution rate, etc.) and/or create a technical framework that would enable
reviewing the evolution and adjustment of these parameters. FIAP Pensions Note No.
9 “Chilean Experience demonstrates the need to create a Technical Body for updating
the Parameters of the Pension System,” was published for such purposes in October
2016. The results show that pensions dropped by 51% and 46%, for men and women,
respectively, only due to the effect of the increase in life expectancy and the reduction
in the interest rate used for calculating pensions, from the beginnings of the system to
this day. This matter was included in the proposals to international agencies, and was
well received.

•

In order to encourage Voluntary Pension Saving (VPS), a letter was sent to the
Superintendents of all FIAP member countries, containing a proposal regarding the
measures that should be adopted for improving the third voluntary savings pillar
(individual and collective) of their respective pension systems. This matter was included
in the proposals to international agencies, and was well received. The importance of
VPS was once again emphasized in the 2017 FIAP Seminar.

•

Continuing with the study of “alternative assets” as a tool for improving the expected
performance and diversification of the pension funds in the long term, the Seminar )
“Investment in alternative assets in a world of low returns” was held in Chile in October
2016, jointly organized by FIAP and the Chilean Association of AFPs. FIAP Pensions
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Note No. 12 “Investment in alternative assets in a world of low returns,” containing the
main results and conclusions of this seminar, was subsequently published in January,
2017. The document shows that investment in alternative assets provides three key
benefits for the pension funds: broader diversification, the potential for increasing
returns, and the ability to reduce portfolio risk and volatility.
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•

For the purpose of disseminating the proposal for a longevity insurance, which
would enable accessing the entire savings amount in the first retirement stage, thus
increasing pension amounts, FIAP commissioned a study on the design of such
insurance, which was placed on the agendas of the regulators of different countries
(Chile, Peru and El Salvador, among others). Furthermore, in order to report on the
proposals for introducing this insurance in some countries, and the positive effects it
would generate, FIAP Pensions Note No. 18 “A Longevity Insurance to contribute to
financing old-age pensions in the Individually-funded Systems,” was published in July,
2017. The document shows that, among other benefits, this insurance would enable
increasing pensions under any of the two traditional pension modes (Programmed
Withdrawal and Life Annuities) at the official retirement age.

•

For the purpose of promoting the financial integration of the “Pacific Alliance” (PA)
and including the projects for increasing the regional investment opportunities of the
pension funds, and their portability, in the agenda of the pension regulators, FIAP’s
President attended the Business Summit of the PA in Puerto Varas, Chile, on June
30, 2016. FIAP’s Secretary General also attended the preparatory meetings of the PA
in Santiago, Chile, in January and April 2017. A regulatory framework for the Latin
American funds passport is being prepared.

•

FIAP Pensions Note No. 17 “The inclusion of self-employed workers in the pension
system,” was published in June, 2017, for the purpose of promoting the incorporation
of the self-employed in the individually-funded programs. The document shows that
the self-employed represent a significant percentage of the total number of Latin
American workers (31% of the total workforce), so their inclusion in the pension
systems is crucial. However, in most of the countries of the region, with the exception
of Uruguay, the existing legislation exempts the self-employed from this obligation.

•

FIAP Pensions Note No. 16 “The pension funds and best practices in socially
responsible investment” was published in May, 2017, for the purpose of promoting the
incorporation of extra-financial criteria in the analysis of pension fund investments,
in order to achieve enhanced performance and a better risks balance. According to
the document, extra-financial criteria are the so-called Environmental, Social and
Corporate Governance factors (ESCG). Incorporating ESCG factors in the investment
analysis of social security resources would appear to be essential for achieving
enhanced performance and risk balance and contributing to the objective of assigning
fiduciary responsibility to the AFPs. A panel addressing this issue was included in the
15th FIAP International Seminar (October 2017, Mexico).
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•

FIAP Pensions Note No.15 “Analysis of the Unisex Mortality Tables Proposal for
Calculating Old-Age Pensions in the Individually-funded System,” was published in
April, 2017, for assessing the effects on pension amounts of applying Unisex Mortality
Tables. According to the document, the pension gender gap is caused by differences
in the official retirement ages, life expectancy, and labor market conditions. The
application of unisex mortality tables would reduce this gap in a limited way (women’s
pensions would increase by 4%, at the expense of a reduction in the pensions of
men), but would also have unexpected negative effects, such as the fact that female
survival pension beneficiaries would be affected by a reduction in the pensions of
male originators, and this could also harm lower-income members and retirees, who
have lower life expectancies.

•

FIAP Pensions Note No.14 “7 recommendations for the decumulation stage of the
Individually-funded Pension Systems,” was published in March, 2017, for assessing
the improvements required in the decumulation stage in the individually-funded
systems. The document points out that the individually-funded systems in the
region are approaching maturity, which is why their decumulation stage must be
improved before there is a huge increase in pension payments. It puts forward 7
recommendations: 1) Regularly update life expectancy tables; 2) Promptly update the
parameters of the individually-funded systems; (3) Separate pensions as such from
fund reimbursements; (4) Introduce non-contributory pension programs; (5) Establish
pension modes that meet peoples’ requirements; (6) Provide adequate advisory services
to members when selecting a pension mode; and 7) Implement a pension amounts
queries and offers system. Furthermore, in May 2017, FIAP commissioned a technical
study from Primamerica to diagnose the current situation of the decumulation market
in the countries of the region, and to make proposals for improving regulations and
institutional frameworks in order to promote an efficient process of transformation of
the accumulated pension savings of workers. The results of this study were presented
at the 15th FIAP International Seminar (October 2017, Mexico).
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STRATEGIC OBJECTIVE 2
Promote the strengthening and development of the social security system based on the
multipillar model: first non-contributory and means-tested pillar; second individually-funded
pillar; and third voluntary pillar with incentives.
ACTIVITIES
In compliance with this objective, FIAP conducted the following activities:
1.

1.
It strengthened contacts with international agencies, to uphold the principles and
good operating practices of the individually-funded second pillar, particularly:
a.

OECD:
June 2016 (France): Meeting of FIAP’s President with Pablo Antolín and Juan
Yermo. They discussed the situation of the pension funds in Chile, Peru and El
Salvador, since the pension reform projects submitted by the executive violate
the ownership of funds by members.
-

January 2017 (France): FIAP mission to the OECD, where FIAP’s President and
the Vice-Presidents for Colombia, Mexico, Peru and Spain held a meeting with
the Secretary-General of the OECD, José Ángel Gurría.

In the photo, FIAP Mission to the OECD (January 2017). From left to right: Angel MartinezAldama (FIAP Vice President - Spain); Carlos Noriega (FIAP Vice President - Mexico); Giovanna
Prialé (FIAP Vice President - Peru); José Ángel Gurría (Secretary General OECD); Guillermo
Arthur (FIAP President); and Santiago Montenegro (FIAP Vice President - Colombia).
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b.

ILO:
June 2016 (Geneva): FIAP’s president attended the ILO’s International Conference.
On the occasion, FIAP’s President spoke with the pro-corporate sector of the
ILO regarding the risks facing the pensions systems in El Salvador and Peru.
-

c.

June 2017(Geneva): FIAP’s president attended the ILO’s International Conference.

Inter American Development Bank (IDB):
June 2016: FIAP’s Secretary General met with Solange Berstein and Mariano
Bosch for the presentation of the Inclusive Pension Savings Project. FIAP staff
members also attended the workshop for the launching of the IDB’s book
“Saving for Development: How Latin America and the Caribbean can improve
and increase savings.”
-

d.

September 2017 (France): Meeting of FIAP’s President with Pablo Antolín.

October 2017: FIAP’s mission to the IDB, in which FIAP’s President and the VicePresidents for Colombia, Mexico and Peru held a meeting with the President of
the IDB, Luis Alberto Moreno.

World Bank
October 2017: FIAP’s mission to the World Bank, in which FIAP’s President
and the Vice-Presidents for Colombia, Mexico and Peru held a meeting with
Carlos Végh, Chief Economist for Latin America and the Caribbean, and Anita
Schwarz, Chief Economist.

In the photo, FIAP Mission to the World Bank (October 2017). From left to right: Santiago
Montenegro (Vice President FIAP Colombia); Guillermo Arthur (FIAP President); Giovanna
Priale (FIAP Vice President - Peru); Carlos Noriega (FIAP Vice President - Mexico); and Jorge
Llano (Director of Economic Research, Asofondos, Colombia).
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e.

International Monetary Fund (IMF):
October 2017: FIAP’s mission to the IMF, in which FIAP’s President and the
Vice-Presidents for Colombia, Mexico and Peru held a meeting with Alejandro
Werner, Director of the Department for the Western Hemisphere.

f.

WPA (World Pension Alliance):
June 2016: FIAP’s President attended the First Plenary Meeting of the WPA,
in Rome, Italy. The WPA comprises different organizations, which like FIAP,
pursue the development and strengthening of private pensions. The Executive
Committee appointed the EAPI (European Association of Paritarian Institutions)
to preside over the Organization for 1 year (rotating), represented by Bruno
Gabellieri. Francesco Briganti, in turn, was appointed Coordinator and the
person responsible for planning the activities of the WPA in this initial stage.
-
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September 2017: Virtual conference for defining activities in 2018. It was
agreed to hold the Global Pension Day and the Transatlantic Conference in the
Netherlands, in May 2018.

2.

The contents of the pensions map on the new FIAP website were reviewed and updated,
including the profiles of 32 countries that have carried out reforms incorporating individuallyfunded programs in their Multipillar systems. The contents of this map are updated regularly,
and whenever relevant changes occur in the Multipillar structure of the pension systems in
those countries.

3.

The preparation of historical statistical series continued. The comprehensive update of the
variables of the pension systems in FIAP member countries was reported on the new website
in September, 2016. This information is updated quarterly, half-yearly or yearly, depending
on the type of variable in question.

4.

For the purpose of consolidating the preparation of Pension Indicators, FIAP has worked with
the Inter-American Development Bank (IDB) to create a methodology for the construction
of such indicators. The IDB appointed a Chilean Economist, Rodrigo Cerda, to lead this
project, in which several other agencies are involved. FIAP has already commented on the
first draft document with the indicators proposed by the IDB. It will be determined where
it would be convenient for FIAP to work internally on drawing up a database that would
enable drawing conclusions regarding the design and functioning of the individuallyfunded programs.
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STRATEGIC OBJECTIVE No. 3
In conjunction with local associations, identify the relevant matters to be discussed in seminars,
forums, etc., and/or that are or may be subject to legislative changes in the different countries,
and provided the necessary support for such purposes.
ACTIVITIES
In fulfilling this objective, FIAP:
1.

Supported the activities of local associations for promoting improvements in the system, by:
(i)

Sending a FIAP statement regarding the withdrawal of 95% of savings in Peru (May
2016).
(ii) Sending a FIAP Declaration, outlining the efforts that must be made to improve the
pensions of members of the social security systems (June 2016).
(iii) The publication of FIAP Pensions Note No. 10 on “Free withdrawal of pension funds:
Lessons from the experience of the United Kingdom” (November 2016). This study
shows that more than half of those who opted for free withdrawal have withdrawn
their entire pension fund, and that one year after the implementation of the reform,
life annuity sales have dropped significantly.
(iv) The sending of an overview of the 3 bills of law proposed for reforming the Chilean
Pension System to FIAP members (August 2017). The Chilean government submitted
these 3 bills of law to legislative procedure: 1) One that creates a Collective Savings
System and strengthens the solidarity pillar; (2) One that creates the Collective Savings
Council; and (3) One that changes the regulations of the Individually-funded System.
Notwithstanding certain aspects that go in the right direction, such as improving the
pensions of workers, the majority of these initiatives would appear to be negative: a)
The contribution rate increases from 10 to 15%; however, 2% of that 5% will go to the
PAYGO system, and not to the individual accounts of workers; b) The management
of the aforementioned 5% will be entrusted to a State agency denominated the
Collective Savings Council, with all the associated costs involved in the creation of
this new body, whereas the AFP’s would legally have had to manage this increased
contribution without any additional cost.
(v) Sending a table with the key parameters in countries with large public PAYGO
systems to FIAP members, in response to the request by the Dominican Republic.
Characteristics such as the official retirement age, the contribution rate, the estimated
net replacement rate, the deficit of the public PAYGO system, and the number of years
of contributions for obtaining the right to any pension, or the maximum pension, are
mentioned.
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2.

It attended the following seminars:
(i)

August 23 and 24, 2016, First National AFORES Convention (Mexico). Manuel Tabilo,
FIAP’s Research Manager, attended this Convention on behalf of FIAP.

(ii)

October 6 and 7, 2016, Kiev International Economic Forum 2016 (Kiev, Ukraine).
FIAP’s President was invited to attend this event by the Arkada Bank of Ukraine, and
his presentation addressed the economic impact and the contribution to pensions of
the individually-funded pension programs.

The photograph shows FIAP’s President, Guillermo Arthur, delivering his speech at the 2016
Kiev International Economic Forum.
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(iii) October 27, 2016, FIAP-AAFP Seminar “Investment in a world of low returns”
(Santiago, Chile).

In the photo, from left to right, attendees at the FIAP-AAFP Seminar “Investments in a world of
low returns” (October 2016): Carlos Ramírez (Chairman of CONSAR, Mexico); Solange Berstein
(former Superintendent of Pensions, Chile); and Osvaldo Macías (Superintendent of Pensions,
Chile).

(iv)

April 20 and 21, 2017, 10th FIAP - ASOFONDOS Congress, (Cartagena de Indias,
Colombia).

In the photo, FIAP’s President, Guillermo Arthur, during the inauguration of the 10th FIAPASOFONDOS Congress, in Cartagena de Indias, Colombia (April, 2017)
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(v)

September 19 and 20, 2017, Global Distribution Conference, ALFI (Luxembourg).
FIAP’s President participated in a panel, speaking on the importance of investment in
UCITS for the pension funds.

In the photo, FIAP’s President, Guillermo Arthur, while attending the “Global Distribution
Conference” in Luxembourg, on September 19, 2017.

(vi) October 30 and 31, 2017 - 2017 FIAP Seminar and Assembly (Mexico).

In the photo, FIAP’s President, Guillermo Arthur, while attending the inauguration of the 15th
FIAP International Seminar in Mexico City, Mexico, on October 10, 2017.
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3.

It
supported local associations to maintain a close relationship with the
regulators and authorities of each country, by attending the First ASSAL - AIOS International
Seminar (April 17 and 18, 2017, Santiago, Chile). FIAP’s President, participated in the
panel “Challenges and perspectives of the pension systems, and the role of the Insurance
Companies and Pension Fund Managers.” The meeting was also attended by the Chilean,
Mexican and Peruvian pension regulators.

4.

The dissemination of FIAP publications was increased in conjunction with the trade
associations.
(i)

Pension Notes. 12 Pension Notes were published between June 2016 and September
2017, on the following topics: (i) Updating of parameters in the individuallyfunded systems; (ii) Free withdrawal of funds (lessons from the UK experience); (iii)
Contributions of the individually-funded programs and their advantages over the
public PAYGO programs; (iv) Investment in alternative assets in a world of low returns;
(v) Role of the pension funds in promoting higher standards of corporate governance;
(vi) Recommendations for the decumulation stage of the individually-funded systems;
(vii) Analysis of the proposal of unisex tables for calculating old-age pensions; (viii)
Best practices in socially responsible investment for the pension funds; (ix) Inclusion
of the self-employed in the pension system; (x) Longevity insurance to contribute
to financing old age pensions; (xi) Disability and Survival Insurance (analysis of
experiences in Chile and Peru); and (xii) Crisis in the public PAYGO systems (cases of
Spain, Costa Rica and Brazil).
(ii) 2016 FIAP Book . The book was printed in the week starting December 19, 2016, and
distribution began in January 2017 (1000 copies, 650 in Spanish and 350 in English).
(iii) Compared Regulations Series Files, with 2015 and 2016 data. All the tables were duly
updated on the website and were made known to the entire database via the FIAP
Newsletter.
(iv) FIAP Newsletters: a) July 2016, Year 18 No. 3. with information on the alternative
investments seminar; (b) October 2016, Year 18 No. 4, with information on the
participation of FIAP’s President in a forum in Ukraine, among other activities; (c)
January 2017, Year 19 No. 1, highlighting FIAP Pensions Note No. 12 “Investment in
alternative assets in a world of low returns”; (d) May 2017, Year 19 No. 2, highlighting
the participation of FIAP’s President in the AIOS-ASSAL Seminar (April 2017); (e)
September 2017, Year 19, No. 3, highlighting registration for FIAP’s 15th International
Seminar (Mexico).
(v) Progress of the Pension Systems: II/2016 (April - May 2016); III/2016 (June - July 2016);
IV/2016 (August - September 2016); V/2016 (October - November 2016); I/2017
(December 2016 - January 2017); II/2017 (February - March 2017); III/2017 (April May 2017); IV/2017 (June - July 2017); V/2017 (August - September 2017).
(vi) Parametric Reforms Report: June 2016 (1995 - June 2016); December 2016 (1995 December 2016); June 2017 (1995 - June 2017).
(vii) FIAP Annual Report (October 2015 - May 2016). Posted on the website in the second
week of October, in Spanish and English.
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5.

Promoted rapprochement with other trade associations and contact with other organizations,
by means of:
(i)

Ongoing updates of the contacts database of countries that have reformed their
individually-funded pension systems.
(ii) Contact with the following organizations, through the World Pension Alliance (WPA):
The American Benefits Council (ABC); the European Association of Paritarian Institutions
of Social Protection (AEIP); the Multi-Employer Benefit Council of Canada (MEBCO);
the National Coordinating Committee for Employer Plans in the USA (NCCMP);
Pensions Europe; the Association of Superannuation Funds of Australia (ASFA); and
the National Conference on Public Employee Retirement Systems (NCPERS).
(iii) Sending letters extending invitations to different fund managers and associations to
join FIAP as full members. Several investment and mutual fund managers were also
contacted, inviting them to become collaborating members of FIAP.
6.
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The round table “Analysis of the situation of the pension systems in Latin America” was
held in Cartagena de Indias, Colombia, on April 19, 2017. An overall view of the reform
processes in Latin America was presented on this occasion, together with the status and
perspectives of the pension reforms in Chile, Colombia, Costa Rica, El Salvador, Mexico,
Peru and the Dominican Republic.
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STRATEGIC OBJECTIVE No. 4
Review experiences for promoting productive competition and improving administrative
efficiency.
ACTIVITIES
FIAP Pensions Note No. 19 “The Disability and Survival Insurance: Analysis of the experiences
of Chile and Peru,” was published in August 2017 for complying with this objective. The document analyzes the Chilean and Peruvian experiences after carrying out similar reforms of their
Disability and Survival Insurance (DSI) systems. Both countries changed the bidding process for
the DIS from a process conducted by each one of the AFPs for their members, to a centralized
process for all members of the Pension System. The result of the 5 centralized tenders for the DSI
held so far in Chile, and the 3 held in Peru, is clearly positive in terms of the cost of the DSI, the
significant increase in the number of participating insurance companies, increased competition,
risk diversification, greater transparency, easier market access by new AFPs, and the elimination
of incentives for selecting members with a lower propensity for accidents.
STRATEGIC OBJECTIVE No. 5
Promote an improvement of the image of the individually-funded programs.
ACTIVITIES
The following activities were performed for complying with this objective:
1.

Documents were prepared that serve as a basis for the simple transmittal to members of the
benefits of the individually-funded system for their pensions and their daily lives.
1.1 Pensions Note No. 11 “Contributions of the individually-funded programs and their
advantages over the public PAYGO programs,” was published in December, 2016.
This note highlights the fact that the individually-funded programs have contributed
to the solution of the problem of pensions, giving rise to a virtuous circle of higher
national savings, more investment, improvement of the labor market, development of
the capital market, more growth and progress. The AFPs in Chile, Colombia, Mexico
and Peru invested more than USD 47 billion in infrastructure in the electric-energy,
telecommunications, health, and road infrastructure sectors; and in Chile and Mexico
they have enabled the financing of more than 1 million 600 thousand homes, investing
resources of more than US$ 19 billion.
1.2 Pensions Note No. 20 “Crisis in the public PAYGO systems: The cases of Spain, Costa
Rica and Brazil,” was published in September, 2017. This note highlights the fact
that the ongoing aging of the population has led to a crisis in the public PAYGO
systems. The specific cases of Spain, Costa Rica and Brazil are analyzed. The serious
plight of the PAYGO systems highlights the need to incorporate individually-funded
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systems, which are financially sustainable, and which could also help to compensate
for the loss of benefits experienced by pensioners due to the constant reductions in
the benefits of the public PAYGO systems.
2.

New editions of the Progress of the Pension Systems were published: II/2016 (April - May
2016); III/2016 (June - July 2016); IV/2016 (August - September 2016); V/2016 (October November 2016); I/2017 (December 2016 - January 2017); II/2017 (February - March 2017);
III/2017 (April - May 2017); IV/2017 (June - July 2017); V/2017 (August - September 2017).

3.

The contribution of the individually-funded pension funds to the improvement of the
corporate governance standards of the companies in which social security resources are
invested was highlighted by the publication in February, 2017, of Pensions Note No. 13
“The role of the pension funds in promoting higher standards of corporate governance.”
The role of the pension funds in promoting higher standards of corporate governance.” This
note highlights the fact that good corporate governance (CG) practices increase the value of
companies by between 15% and 30%. The pension funds, in their standing as informed and
influential minority investors, have also improved the CG standards of the companies in
which they invest. The report reveals that there are emblematic cases in Chile and Colombia
in which the AFPs have directly defended the interests of all minority shareholders.

STRATEGIC OBJECTIVE No. 6
Strengthen FIAP’s organizational structure for compliance with its objectives and activities.
ACTIVITIES
To fulfill this objective:
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1.

FIAP’s President appointed Francisco Margozzini as an advisor for coordinating FIAP
activities and research, starting in August, 2016. Francisco subsequently replaced
Gladys Otárola in the role of Secretary-General as of January, 2017.

2.

In July, 2016, the maintenance plan for FIAP’s new webpage was launched, and in
August 2017 FIAP communications began to be sent in a personalized manner, with
the aim of encouraging people to read them.

3.

A brochure was drawn up to didactically and objectively portray FIAP’s work, with
the intention of distributing it at events and seminars, and meetings with potential
members.
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STATISTICS
Enrolled Members
During the period under analysis (December 2014 - December 2015), the number of workers
enrolled in the private individually-funded pension system in FIAP member countries increased
by 3.04%, from 109 million enrolled members in December 2015, to 113 million in December
2016 (see Table No. 1).
Contributing Workers
The Latin American countries with reformed mandatory systems for which information is available
have been considered in the analysis of the number of contributors (See Table No. 2). In the FIAP
countries for which information is available, the number of contributors increased by 3.05%,
from 33.3 million contributing workers in December 2015 to 34.3 million in December 2016.
The number of contributors had been decreasing in the last couple of years prior to 2013; this
trend reversed in 2014, but growth slowed down again in 2015 and 2016, as can be seen in
Graph No. 1.
Graph No. 1
Annual percentage growth in the number of contributors
Private Pension Systems - Latin America

Source: FIAP.
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As can be seen, the growth rate in the number of contributors dropped considerably in the
middle of the financial crisis (2007-2008), and growth was in fact negative in 2009. The number
of contributors started growing again in 2010. The number of contributors grew between 2011 in
2013, but at a slower rate. Growth continued in 2014, and finally slowed down again in 20152016. This only serves to highlight the pro-cyclic characteristics of this variable with respect to
prevailing unemployment and economic conditions. The increase in the number of contributors
is in line with the growth of the pension systems and the increase in enrolled members, being
generally more sensitive to the behavior of economic cycles than the latter.
The three countries with the highest increases in the number of contributors were Uruguay
(10.69%), Mexico (7.04%) and the Dominican Republic (6.06%).
The number of contributors dropped by 8.97% in Colombia, which may be related in part to
negative labor market conditions (the unemployment rate rose from 8.6% to 8.7% between 2015
and 2016).
Managed Funds1
During the period under analysis, the funds managed in FIAP member countries increased by
8.02% in real terms (considering the exchange-rate at closure in 2016, for both periods) increasing
from USD 556,680 million in December 2015 to USD 601,305 million in December 2016 (See
Table No. 3(a)).
When performing this exercise using the exchange rate at the end of each period (Dec. 2016 and
Dec. 2015), it was found that the managed funds recorded an increase in value of 4.95% (see
Table No. 3 (b)) This lower increase is due to the depreciation of currencies against the American
dollar in some of the FIAP member countries (see Table No. 4) during the period under analysis.
Another phenomenon that affected the growth of the funds was the increase in the average
annual return of the pension funds in 2016 (see Table No. 5).
It is important to reiterate, as previously mentioned on many occasions, and in other versions of
this statistical report, that the return on the investments of the pension funds must be seen in a
long-term horizon, since benefits will be paid in a similar term. It is a mistake to focus on short
term assessments (scenarios of increases or decreases in the value of the pension funds), since
they are influenced by economic conditions that will not necessarily be repeated in the future.

1
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The nominal value of pension funds has been converted to dollars taking the exchange rate at the end of each year as a
reference.
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Number of Old-Age Pensioners
In the countries in which the individually-funded system is currently paying old-age pensions
(Colombia, Chile, EL Salvador, Peru and Uruguay), the total number of these pensioners was
approximately 671 thousand people at closure in December 2016, representing an increase of
12.6% in the total number of pensioners at closure in December 2015 (see Table No. 6).
Of the countries considered, Chile is the one with the most mature system and the largest number
of pensioners (83.1% of the total to December 2016), followed in order of magnitude by El
Salvador (6.2%), Peru (5.9%), Colombia (3.3%) and Uruguay (1.5%).
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Table No. 1
NUMBER OF MEMBERS TO 12.31.2016 AND 12.31.2015

(*)
(1)
(2)
(3)
(4)

The year in which the mandatory individually-funded system started operating.
Panama: Information corresponding to the Public Servants’ Individually-funded Savings System
(SIACAP).
Honduras: Information corresponding to AFP Atlántida.
Kazakhstan: Only includes individual mandatory savings members (excludes mandatory saving
members of professional pension funds).
Spain: Information corresponding to the number of accounts of members of the Individually-funded
System, the Employment System, and the Associated System.

Source: FIAP.
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Table No. 2
NUMBER OF CONTRIBUTORS TO 12.31.2016 AND 12.31.2015

(*) The year in which the mandatory individually-funded system started operating.
Source: FIAP.
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Table No 3 (a)
MANAGED FUNDS TO 12.31.2016 AND 12.31.2015
(at the US dollar exchange rate on 12.31.2016, for both periods)

(*)
(1)

The year in which the mandatory individually-funded system started operating.
Panama: Information corresponding to the Public Servants’ Individually-funded Savings System
(SIACAP).
(2) Honduras: Information corresponding to AFP Atlántida.
(3) Kazakhstan: Information pertaining to individual accounts in mandatory savings funds (excludes
mandatory savings funds of professional pension funds).
(4) Spain: Information corresponding to the equity of the Individually Funded, Employment and
Associated Systems.
Source: FIAP.
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Table No. 3 (b)
MANAGED FUNDS TO 12.31.2016 AND 12.31.2015
(at the US dollar exchange rate on each date)

(*)
(1)

The year in which the mandatory individually-funded system started operating.
Panama: Information corresponding to the Public Servants’ Individually-funded Savings System
(SIACAP).
(2) Honduras: Information corresponding to AFP Atlántida.
(3) Kazakhstan: Information pertaining to individual accounts in mandatory savings funds (excludes
mandatory savings funds of professional pension funds).
(4) Spain: Information corresponding to the equity of the Individually Funded, Employment and
Associated Systems.
Source: FIAP.
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Cuadro Nº 4
LOCAL CURRENCY/DOLLAR EXCHANGE RATES

*

The exchange rate shown in this table is the rate on the last business day of December of each year.

Drawn up by: FIAP
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Table No. 5
REAL ANNUAL AND HISTORICAL RETURNS OF THE FUNDS

(a)
(b)
(1)
(2)

(3)
(4)
(5)

Real Annual Return: Average return in the last 12 months to each date, in local currency, adjusted
for inflation (Consumer Price Index).
Real Historical Return: Return obtained since the beginning of the system to each date, expressed
on a yearly basis, in local currency, adjusted for inflation (Consumer Price Index).
Chile: The real annual and historical returns corresponding to the Type C fund (Intermediate),
representing 34.9% of the total managed funds to December 2016. The real historical return takes
1981 as the startup date.
Colombia: The real annual and historical returns correspond to the Moderate Fund, which represents
83.8% of all managed funds to December 2016. The Net Asset Value (NAV) methodology is used
by the Colombian Association of Pension and Unemployment Fund Managers (ASOFONDOS) for
calculating returns. Note that the Multifunds in this country began operating in March 2011, and
the Moderate Fund is the continuation of the former sole existing fund. The other funds are: (i) The
Highest Risk Fund; (ii) The Conservative Fund; and (iii) the Programmed Withdrawal Fund. The real
historical return takes February 1998 as the startup date.
Mexico: The average weighted real annual and historical returns on the assets managed in each
Basic Siefore (SB1, SB2 and SB3 SB4) are used.
Peru: The real annual and historical return of the Private Pension System (SPP) is shown, calculated
by the Pension Research Area of the Peruvian Association of Private Pension Fund Managers.
Uruguay: Return adjusted by the UI (Indexed Unit, which is adjusted for inflation). The return of the
Accumulation Subfund is reported.

Drawn up by: FIAP
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Table No. 6
NUMBER OF OLD-AGE PENSIONERS

Drawn up by: FIAP
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