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EXECUTIVE SUMMARY
Some countries that have adopted mandatory individually funded pension schemes have
recently allowed their respective members to choose between different investment
portfolios in a system known as “Multifunds.” This article describes the regulations that
currently govern the multifunds in three FIAP member countries (Chile, Mexico and Peru).
Chilean AFPs have offered their members five types of funds since 2002. The Mexican
AFORES have offered 2 funds (Basic SIEFORES 1 and 2) since 2005. The Peruvian AFPs
have also offered three fund options since 2005.
In the three countries analyzed, the different portfolios vary according to their percentage
investment in variable income. The most conservative funds do not invest (or invest very
low percentages), in variable income, whereas the more aggressive funds invest
considerable amounts in variable income.
In Chile, men under 55 and women under 50 can choose between the 5 types of funds
available (A, B, C, D and E), whereas men and women above these ages can only choose
between the four funds of relatively minor risk, and pensioners between the three funds of
lesser relative risk. In Mexico, members can choose between the two funds (Basic
SIEFORES 1 and 2) 1 , and in Peru members can choose between the three funds. In all
three countries, there are default fund assignment rules pursuant to the ages of the
respective members in case they do not choose a fund.
In all three countries members can transfer their balances between the same manager’s
funds. In Chile, there are a maximum of two commission-free transfers per year. 2 For a
greater number of transfers, an exit commission is charged for each transaction. Mexico
and Peru do not charge commissions for fund transfers.
In Chile the balances from mandatory contributions can be distributed in different funds. In
Mexico and Peru the balances from mandatory contributions can only be allocated to one
fund.
In Chile, a minimum profitability, which varies according to the type of fund, is required.
In Peru, the minimum profitability guarantee for each one of the funds managed by the
AFPs was replaced by a new system based on profitability reference or “benchmark”
indicators in 2005. In Mexico, there is no minimum profitability requirement or safety
mechanism for Pension Fund profitability.

1

We must point out that only workers under 56 can invest in the Basic SIEFORE 2.
The AFPs are entitled to charge commissions for more than two transfers, but in practice none of them do
so.
2

2

Finally, In Chile and Peru, the AFPs may perform transfers of instruments between funds
only when they correspond to member transfers between funds of the same fund manager,
whereas the Mexican AFORES are not allowed to perform direct transfers of instruments
between the Funds of the same Fund Manager. We must point out that the Mexican
Siefores have an independent legal status and their own assets, separate from the fund
managers, so that the only way to transfer instruments is through the market.
Something worth mentioning is that the upcoming changes in the Mexican pension system
make it increasingly similar to the Chilean system. In the first place, the AFORES will be
able to offer five different types of funds as of March 2008. Secondly, the investment
limits in variable income will be increased, and thirdly, more importance will be assigned
to the profitability factor in pension results than the price factor (commissions).
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I. Introduction
A recent tendency in the mandatory individually funded systems is the introduction of plans
that offer investment options to their members. This new system is known as “multifunds.”
The purpose of this paper is to describe the regulations of the multifund systems in the
FIAP member countries that have implemented them – Chile, Mexico and Peru 3 - with
updated information to the year 2007 4 .
The multifunds systems enable members to choose the optimal investment portfolio
compatible with their risk and return preferences. This innovation was designed to enable
associating the risk of the financial assets investment portfolio to the member’s investment
horizon, thus raising the expected value of his pension. But multifunds also have other
positive effects on the pension system and the capital markets, outstanding among which
are the following:
1) More information. Greater incentives are generated for members to be informed on
the performance of their pension funds, imposing greater discipline on their fund
manager. This results in fund managers being obligated to offer ever-increasing
levels of information to their members.
2) Greater participation. The possibility of choosing their portfolio enables members
to perceive a greater degree of participation in the management of their funds. This
is positive, since members can destine more time and effort to other dimensions of
their pension planning if they have more information about their pension fund.
3) Improved resources assignment. The greater investment diversification brought
about by the multifunds generates increased efficiency in the assignment of
financial resources within the economy 5 .
Subsequent to this introduction, Chapter II explains the methodology used in this paper and
Chapter III describes the existing regulations in the multifund systems in Chile, Mexico and
Peru. The paper ends with statistical appendices and a list of bibliographic references.
We thank Mr. Manuel Tabilo, FIAP Study Analyst, for his collaboration in drawing up this
paper and Mr. Augusto Iglesias, consulting partner of PrimAmerica Consultants for his
comments.

3

Years in which the mandatory individually funded pension systems began: Chile (1981), Mexico (1997), and
Peru (1993).
4
Hungary, Estonia, Slovakia, Sweden and Latvia, all countries with mandatory individually funded programs,
also give their members the option of choosing between different portfolios.
5
This statement supposes that pension assets constitute a high percentage of each member’s total assets and
that the rest of the assets (non pension assets) are allocated in a less efficient way.
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II. Methodology
This paper is of a descriptive nature. Information provided directly to FIAP by the trade
organizations of Chilean, Mexican and Peruvian Pension Fund managers was analyzed.
We also recurred to the web pages of the supervising agencies of the new pension systems
and the trade associations. When necessary, the text of the corresponding regulations was
also analyzed.
The study concentrates on FIAP member countries. Other countries – Hungary, Estonia,
Slovakia, Sweden and Latvia – which have opted for mandatory individually funded
programs, also allow their members to choose between different portfolios. Their
respective cases will be described in an forthcoming document.
We have assigned the name “multifunds” to the systems that enable the fund management
agencies to offer more than one portfolio to their respective members. The document
describes six main aspects of the multifunds. Firstly, the different types of portfolio in each
one of the three countries analyzed. Secondly, the composition of the investment portfolio
in each country is described, according to fund type. Thirdly, the way members choose
between different portfolios, the rules that apply when there is no choice and the rules for
transfer between funds, are described. Fourthly, the minimum profitability regulations and
the safety mechanisms in each country, according to fund type, are described. Finally, the
rules and regulations applicable to the transfer of assets between funds are described.
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III. Multifund regulation
This section describes and compares the multifund system regulations in Chile, Mexico and
Peru. Chart N° 1 of the Appendix shows a summary of such regulations.
a. Types of Funds
i. Chile
Multifunds were introduced in January, 2000. At that time, the pension fund managers
(AFPs) were obligated to offer two types of portfolios: a “Fund 1” balanced between shares
and fixed income, and a “Fund 2” of fixed income, which could only be accessed by
members about to retire.
Then, in 2002, the Fund Managers were allowed to offer five funds, called A, B, C, D and
E. These funds vary mainly according to the percentage of their assets that can be invested
in variable income instruments 6 . The maximum and minimum percentages in which the
resources of the different types of pension funds can be invested in variable income
instruments are the following (See Table N° 1):
Table N° 1
Maximum and Minimum Investment Limits in Variable Income

Fund

Maximum Limit

Minimum Limit

A

80%

40%

B

60%

25%

C

40%

15%

D

20%

5%

E

0%

0%

The fund managers are allowed to offer the four lower relative risk funds (Funds B, C, D
and E), whereas the creation of fund A, more intensive in variable income instruments, is
voluntary. Nonetheless, to date, all existing AFPs offer their members Fund A.

6

Tapia and Yerno (2007), page 11.
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ii. Mexico
The multifunds were introduced in January 2005. As of that date, the AFORES must offer
two types of funds: the Basic SIEFORE 1 (SB1) and the Basic SIEFORE 2 (SB2). As of
March 28, 2006, three new funds will be incorporated: Basic SIEFORES 3, 4 and 5 (SB3,
SB4, SB5 respectively) which will be voluntary for the AFORES. 7 and 8
SB1 can only invest in domestic or foreign fixed income instruments and the permitted
international debt instruments (instruments issued by governments and companies with
high credit ratings) 9 . SB 2 has a maximum variable income investment limit of 15% of the
total amount invested. In the case of SB 3, SB4, and SB5, this limit increases to 20%, 25%
and 30% respectively.
It must be pointed out that the law does not establish minimum investment limits in fixed or
variable income for the funds mentioned.
iii. Peru
The multifund system was established in December, 2005. There are three types of funds
for mandatory contributions: Fund Type 1 (Capital Conservation, or Conservative fund),
which seeks stable growth with low investment risk; Fund Type 2 (Mixed or Balanced
Fund), which seeks moderate growth with mid investment volatility and Fund Type 3 or
Capital Appreciation Fund (Growth Fund) which seeks a high degree of fund growth with
high investment volatility 10 .
The investment limits of each portfolio define four instrument categories: variable income;
fixed income; derivatives and short term. The “Conservative” Fund (or Type 1) is allowed
to have a maximum of 10% invested in variable income as well as derivatives; up to 40%
of its value in short term instruments and up to 100% in fixed income. The “Balanced”
Fund (or Type 2) can invest up to 45% in variable income, 75% in fixed income, 30% in
short term instruments and 10% in derivatives. Finally, the “Growth” Fund (or Type 3) can
invest up to 80% in variable income, 70% in fixed income, 30% in short term instruments
and 20% in derivatives. 11 As in the case of Mexico, the law does not establish variable or
fixed income minimum investment limits.

7

CONSAR (2007)
8 Pursuant to the new regulations, the AFORES must operate at least the Basic SIEFORES 1 and 2. In order
to manage the Basic SIEFORES 3, 4 and 5, the Funds must open in sequential order, or else simultaneously.
This means that Basic SIEFORE 3 will be opened first, followed by 4 and finally by 5 (or all of them at the
same time).
9
Rozinka and Tapia (2007)
10
SBS (2003).
11
Tapia and Yermo (2007), page 12.
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b. Make up of the investment portfolio
i. Chile
As of July 2007, there were US$ 22,831 million (22.36%) invested in Fund A; US$ 23,611
million (23.13%) invested in Fund B; US$ 44,004 million (43.1%) invested in Fund C; US$
10,323 million (10.11%) in Fund D; and US$ 1,324 million (1.3%) in Fund E. The sum of
the assets managed by the Pension Funds amounted to US$ 102,092 million 12 .
To date, Fund E has 100% of its assets invested in fixed income, followed by Fund D (with
72.12%), Fund C (with 50.55%), Fund B (with 37.05%) and Fund A (with 27.87%).
Furthermore, 72.13% of Fund A assets are invested in variable income, a percentage that
drops to 62.95% in the case of Fund B, 49.45% for Fund C and 27.88% for Fund D 13 . It is
worth mentioning that Funds B, C and D have been gradually surpassing the maximum
limits established for investment in variable instruments. The Superintendency has
identified three reasons for this:
(i) The profitability obtained by variable income instruments which implies increasing the
percentage of investment in them
(ii) The existence of net exit flows in the equity;
(iii) The AFP’s decision to acquire variable income instruments for amounts greater than
the instruments they convey. The Superintendency of AFPs (SAFP) has therefore instructed
the AFPs to eliminate all excess investment 14 within a period of one year.
The distribution of the portfolios between fixed and variable income for each institutional
sector 15 is described below.
a) Government Sector. This sector consists only of fixed income instruments Fund E
invests 21.24% of its assets in this sector, followed by Fund D (with 17.16%), Fund C
(with 12.6%) Fund B (with 5.84%) and Fund A (with 2.99%).
b) Corporate Sector. Fund E has 26.4% of its assets invested in fixed income, followed by
Funds D, C, B and A with 12.88%, 9.45%, 4.87%, and 2.36% respectively. Fund A has
23.28% of its assets invested in variable income. This percentage drops to 22.72% in
the case of Fund B, 21.97% for Fund C and 14.86% for Fund D.
c) Financial Sector. Fund E has 52.17% of its assets invested in fixed income followed by
Funds D, C, B and A with 41.22%, 28.4%, 26.2% and 22.21% respectively. Fund B
and Fund C both have 0.88% of their assets invested in variable income. This
percentage drops to 0.74% for Fund A and 0.63% for Fund D.

12

See Chart N° 2 of the Appendix.
As mentioned, Fund E does not invest in variable income.
14
SAFP Press release (2007)
15
See Chart N° 2 of the Appendix.
13
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d) Foreign Sector. Fund D has 0.63% of its assets invested in fixed income, followed by
Funds A, E, B and C with 0.28%, 0.18%, 0.12% and 0.05% respectively. Fund A has
48.12% of its assets invested in variable income. This percentage drops to 39.35% in
the case of Fund B, 26.6% for Fund C and 12.39% for Fund D.
ii. Mexico
As of July 2007, there were US$ 7,449.1 million (10.14%) invested in SB1 and US$
66,020.3 million (89.86%) in SB2. The sum of the assets managed by the Mexican Pension
Funds amounts to US$ 73,469.4 million 16 .
To date, SB1 has 100% of its assets invested in fixed income 17 , whereas 91.16% of SB2
assets are invested in fixed income versus 8.84% in variable income.
The portfolio distribution between fixed and variable income of each SB for each
institutional sector 18 , is described below.
a) Government Sector. This sector consists solely of fixed income instruments. SB1
invests 73.67% of its assets in this sector, whereas SB2 invests 71.9%.
b) Corporate Sector. SB1 has 15.09% of its assets invested in fixed income and SB2 has
12.42%. Furthermore, SB2 invests 3.53% of its assets in variable income.
c)

Financial Sector. SB1 has 3.88% of its assets invested in fixed income and SB 2 has
1.48%. SB2 has no variable income investment.

d) Foreign Sector. SB1 has 7.36% of its assets invested in fixed income and SB2 has
5.35%. SB2 also invests 5.32% of its assets in variable income.
iii. Peru
As of July, 2007, there were US$ 942 million invested in Fund Type 1 (4.74%), US$
14,994.23 million (75.45%) in Fund Type 2 and US$ 3,936.52 million (19.81%) in Fund
Type 3. The sum of the assets managed by the Peruvian Pension Funds amounts to US$
19,872.75 million 19 .
To date, Fund Type 1 has 77.27% of its assets invested in fixed income, whereas Fund
Type 2 has 46.34% and Fund Type 3 has 18.35%. Fund Type 3 also invests 78.71% of its
assets in variable income and this percentage drops to 53.23% and 21.36% in the case of
Fund Type 2 and 1 respectively.
It must be noted that Funds Type 1 and 2 have in fact exceeded the maximum limit allowed
for investments in variable income. In any case, Article 74 of the Private Pension System
law states that if there is a confirmed excess investment, the Superintendency shall
16

See Chart N° 3 of the Appendix.
Remember that SB1 does not invest in variable income instruments.
18
See Chart N° 3 of the Appendix.
19
See Chart N° 4 of the Appendix.
17
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determine the term in which such excess will be corrected, taking into account market
conditions, and the AFP will be able to freely select the instruments they will convey in
order to adjust their investments to the maximum investment limits or the established
requirements 20 .
The portfolio distribution between fixed and variable income of each fund for each
institutional sector 2 ,1 is described below.
a) Government Sector. This sector consists solely of fixed income instruments. Fund Type
1 invests 30.7% of its assets in this sector whereas Funds Type 2 and 3 invest 25.41% and
10.64% respectively.
b) Corporate Sector. Fund Type 1 invests 24.49% of its assets in fixed income whereas
Fund Type 2 invests 10.17% and Fund Type 3 invests 2.99%. Fund Type 3, in turn, invests
60.73% of its assets in variable income and this percentage drops to 39.59% and 15.75% in
the case of Funds Type 2 and 1, respectively.
c) Financial Sector. Fund Type 1 invests 18.9% of its assets in fixed income whereas Fund
Type 2 invests 6.55%, and Fund Type 3 invests 3.16%. Fund Type 3, in turn invests
10.43% of its assets in variable income and this percentage drops to 7.41% and 1.09% in
the case of Fund Types 2 and 1, respectively.
d) Foreign Sector. Fund Type 1 invests 3.18% of its assets in fixed income whereas Fund
Type 2 invests 4.21%, and Fund Type 3 invests 1.56%. Fund Type 3, in turn, invests 7.5%
of its assets in variable income and this percentage drops to 6.23% and 4.53% in the case of
Funds Type 2 and 1, respectively.

c. Fund Selection
i. Chile
Of a total of 8.75 million chosen or assigned accounts, as of July 31, 2007 22 , 40.24% are in
Fund B, 38.3% are in Fund C, 12.03% are in Fund A, 8.85% are in Fund D and 0.59% are
in Fund E 23 . Male members below 55 and female members below 50 can choose to have
their savings in Funds A, B, C, D and E. Pensioners can choose only Funds C, D and E.
Male members over 55 and female members over 50 can choose Funds B, C, D and E 24 .
Only mandatory savings are restricted, so that a pensioner can have voluntary savings in
Fund A.
Furthermore, members can distribute their mandatory contributions between different funds
within the same AFP in the proportions they choose.
20

SBS (2003).
See Chart N° 4 of the Appendix.
22
See Chart N° 5 of the Appendix.
23
Some members have distributed their resources in two funds so that the total sum of the accounts does not
correspond to the real number of members.
24
SAFP (2007) page 61.
21
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For those members who do not exercise their right to choose an investment fund, the law
establishes a default fund that varies according to age. The rule divides members into three
groups: men and women below 35 are assigned to fund B; men between 36 and 55 and
women between 36 and 50 are assigned to Fund C and men over 56 and women over 51 are
assigned to fund D.
Members can transfer their balances cost free between the Funds of the same AFP no more
than twice per calendar year, regardless of whether they are mandatory or voluntary
contributions or arranged deposits. In case they transfer more than twice in a calendar year,
the AFP can charge an exit commission (a fixed commission per transaction, charged to the
member 25 ), which cannot be discounted from the pension fund. Therefore, in case the
member is charged, the commission must be paid directly. No fund managers currently
charge this exit commission.
ii. Mexico
Of a total of 37.53 million workers as of July, 2007, 62% are in SB2 and 38% in SB1 26 .
The current default portfolio for all workers who do not actively exercise their right to
choose is SB2, except for such members aged 56 or more who are assigned to SB1 27 .
Nonetheless, as of March 28, 2008, when the Basic SIEFORES 3, 4 and 5 come into effect,
savings will be deposited in one of the five SIEFORES corresponding to the member
according to age. Thus, members of 56 or more will be assigned to SB1, those between 46
and 55 to SB2, those between 37 and 45 to SB3, those between 27 and 36 to SB4 and those
of 26 or less to SB5 28 .
However, workers shall always have the option of transferring, without any restriction or
associated cost, to a SIEFORE of a group for older people. It must be noted that workers
cannot choose to transfer to a Fund for younger people.
iii. Peru
Fund Type 1 is mandatory for members older than 60 or those who have a pension granted
under the Programmed Retirement or Temporary Income system, unless the member
expresses in writing his decision to remain in Fund Type 2. Funds Type 2 and 3, in turn,
can be selected unrestrictedly by members under 60.
Those who do not choose a Fund type when joining the pension system are assigned to a
fund according to their age 29 . The rules stipulate that those under 60 be assigned to Fund
Type 2 and those over 60 are automatically assigned to Fund Type 1.

25

Executive Decree No. 3500, articles 29 and 32
See Chart N° 5 of the Appendix.
27
Rozinka and Tapia (2007), page 35.
28
CONSAR (2007).
29
Rozinka and Tapia (2007), page 35.
26
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Furthermore, members can transfer their mandatory contribution and voluntary savings
balances freely and cost-free between the three funds every three months.
There is no information available on the distribution of members per Fund Type. The total
number of members as of July 31, 2007, was 4.01 million 30 .
d. Separation of balances
i. Chile
The balances of mandatory and voluntary contributions, arranged deposits and voluntary
savings funds, can be distributed in different Funds. In the case of voluntary contributions,
there are no age restrictions of any kind for choosing a Fund type 31 , not even for
pensioners.
ii. Mexico
The balances of retirement savings and mandatory and voluntary contributions can only be
deposited in one of the SIEFORES. Furthermore, the balances corresponding to the
housing sub-account 32 are not invested in the SIEFORES but are managed by INFONAVIT
(Institute of the National Housing Fund for Workers).

An important aspect to consider is that the resources from voluntary contributions can be
invested in SIEFORES specialized in voluntary savings that the fund managers have for
such purposes. It is worth mentioning that the AFORES are obligated to create SIEFORES
specialized in voluntary savings only when they have accumulated a certain amount of
resources in this type of savings.
iii. Peru
The balances of mandatory contributions can be kept in one of the three existing funds and
funds from voluntary contributions can, in turn, be kept in funds other than those
mentioned. Each fund manager, with the authorization of the SBS, can decide what kind of
portfolio to offer for the management of the voluntary contributions.

30

See Chart N° 5 of the Appendix.
See Chart N° 5 of the Appendix.
32
In the Mexican case, the individual account consists of tour sub-accounts: (i) the retirement, unemployment
in old age and old age sub-account; (ii) the housing sub-account; (iii) the voluntary contributions sub-account;
(iv) the voluntary retirement contributions sub-account.
31
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e. Minimum Profitability and Safety Mechanisms
i. Chile
Each month, the AFPs are responsible for ensuring that the real annualized profitability
over the last thirty-six months of each one of the Pension Funds they manage is not less
than the lesser of the following:
a. The real average annualized profitability of all the funds of the same type over the
last thirty six months, less four percentage points for Funds A and B and two
percentage points for Funds C, D and E.
b. The real average annualized profitability of all the funds of the same type over the
last thirty-six months, as the case may be, minus the absolute value of fifty percent
of such profitability 33
For example, if in a specific month the real average annualized profitability over the last
thirty-six months of all the C Funds is 3%, in case a pension Fund of this type has a real
profitability over the last thirty-six months below 1%, the minimum profitability safety
mechanisms established by law come into effect.
Moreover, if the real average profitability of all the C Funds over the last thirty-six months
is 10%, in case a pension fund of the same type has a real annualized profitability, for that
period, less than 5%, the minimum profitability safety mechanisms are also applicable.
There are three minimum profitability safety mechanisms. Firstly, there is the Profitability
Fluctuation Reserve, that is made up of the excess real annualized profitability of the
Pension Funds which exceeds in the last thirty-six months the real average profitability of
all the funds of the same type for that period by fifty percent, or more than four percentage
points in the case of A and B type Funds, or two percentage points for C, D and E type
Funds, using the greater amount between both.
Secondly, there is the Cash Reserve, an asset equivalent to 1% of the value of each Pension
Fund, consisting of the AFP’s resources and invested in the respective fund. It is used as an
alternative to the Profitability Fluctuation Reserve for completing the minimum
profitability.
Thirdly, if by applying the Resources of the Profitability Fluctuation Reserve and the
respective Fund Cash Reserve, the minimum profitability is not reached and the AFP has
no additional resources available, the State makes up the difference and proceeds to
liquidate the AFP.

33

SAFP (2007), page 85.
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ii. Mexico
There is no mechanism that guarantees the minimum profitability of pension fund
investments performed by the AFORES 34 . There is also no subsidiary State role as a safety
mechanism.
iii. Peru
In 2005, the minimum profitability guarantee for each one of the Funds managed by the
AFPs was replaced by a new system based on profitability reference or benchmark
indicators 35 . Furthermore, as in the case of Mexico, there is no subsidiary State role as a
safety mechanism.
The AFPs are responsible for selecting the profitability reference indicators for each one of
the categories of instruments in which the resources of each one of the managed portfolios
are invested, corresponding to funds from mandatory and voluntary contributions.
In the selection of the profitability reference indicators, the AFPs must choose indicators
that adequately represent the diversification characteristics and risks included in the
investment policies for each type of mandatory or voluntary fund, and reasonably represent
the performance of the markets in which the investment instruments issued by the issuers in
each category of instruments are negotiated.
Thus, if the resulting profitability of a specific Fund type is less than the profitability
benchmark, the AFPs cover the difference with their own resources.
f. Transfer of instruments between Funds
i. Chile
The AFPs are allowed to perform direct financial instrument transfers between the different
funds, only up to the equivalent amount of members’ share transfers between the same
Manger’s funds. The purpose of this measure is to avoid unnecessary costs in the
functioning of the pensions system, given the greater portfolio movements as a result of the
multifunds system.
The AFPs are also allowed to perform financial instrument transactions between the
different Funds of the same manager through a formal secondary market 37 . It is worth
mentioning that all instruments are valued at market prices.
Furthermore, as a result of the aforementioned transfers, the AFPs can perform transfers of
instruments for an amount equivalent to the transfers of the value of the shares of the Cash

34

Rozinka and Tapia (2007), page 9.
Rozinka and Tapia (2007), page 9.
37
SAFP (2007) page 65.
35
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Reserve from one fund to another 38 . Instrument transfers between the same manager’s
Pension Funds are performed on the basis of the evaluated price of the instrument
determined by the Superintendency of AFPs for such day.
In the case of both direct transfers and transactions in the secondary market, it is stipulated
that the AFP must specifically inform the Superintendency of the transactions it is
performing.
ii. Mexico
The AFORES are not prohibited from performing direct transfers of instruments between
the Funds of the same fund manager. Nevertheless, the equity of the SIEFORES are
separate, due to which it is impossible, per se, to exchange instruments and securities
between the SIEFORES, since the transactions between them must be performed at market
prices.
Only in exceptional cases, such as the creation of new SIEFORES, and with prior
authorization from the competent authorities, are transversal cuts performed, distributing
the portfolio at market value pursuant to the amount corresponding to the workers that will
participate in each one of the SIEFORES.
For example, in January 2005, when the Basic SIEFORES (SB1 and SB2) were
mandatorily created, the greater part of the funds and workers emigrated to SB2, and
CONSAR authorized the transfer of securities for the savings of the workers above 56 who
were moved to SB1.
It is worth mentioning that in the individual account transfer processes, money is
transferred in cash and not in instruments or securities.
iii. Peru
Transactions between managed portfolios are only authorized when they correspond to
transfers between Funds of members of the same AFP. According to the SBS 39 , the
transfer of resources between the different types of Funds of the same AFP, as a result of a
change of funds, must be performed following specific guidelines for the instruments
involved and the valuation of the net amount to be transferred, the basic tenet being that the
amount to be transferred for each instrument category must respect the same percentage
composition of investment instruments that make up each one of the categories of the
original Fund (transversal cut criteria).
Furthermore, the AFPs must inform the Superintendency of the result of the transfer
process.

38
39

Executive Decree No. 3500, article 48.
SBS (2006)
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