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FIAP DECLARATION 

CORONAVIRUS AND THE PENSION FUNDS 

March 27, 2020 

1. The Coronavirus pandemic1, which has ravaged the world with unprecedented force, has had 

profound effects on the value of assets. No agencies or individuals have been spared from the 

negative effects of this crisis, and certainly not the pension funds, which have dropped sharply 

in value.  It cannot be otherwise, since the average value of US shares (Dow Jones) dropped 

by 29% between January 22 and March 24, 2020, the European stock price index (EURO S 

600) dropped by 28%, the Japanese stock price index (NIKKEI) by 25%, the Chinese stock 

price index (Shanghai S.) by 12%, and, in Latin America, the Brazilian stock price index 

(INBOESPA) dropped by 41%, the Peruvian stock price index (S&P/BVL) by 31% and the 

Chilean stock price index (SP IPSA) by 38%. In the same period, bonds have also suffered 

significant losses due to the increased risk of non-payment by their issuers. 

 

2. This does not necessarily mean that members will experience losses, which will be effective 

only for those who must sell their assets in order to retire, most of which are in more 

conservative funds with lower volatility2, and for those who react hastily to the crisis, opting 

out of funds with higher risk levels. Members who retire can choose the programmed 

withdrawal mode, which does not require the sale of most of their pension assets, but only a 

small fraction of them for payment of the pension.  

 

3. All other members maintain the assets that their savings are invested in, through which they 

own the majority of shares of corporations in the country and worldwide, real estate, bonds, 

infrastructure, etc., all selected by the most skilled specialists working in the pension fund 

managers, within the legal framework and under the strict supervision of the regulator. 

 

It is true that fund assets have declined in value, but they are still owned by members and, 

given their robust nature, should begin to recover their value as soon as this crisis is over, as 

has occurred in all past crises. By way of example, and as shown in the following table, in 

the global financial crisis of 2008 (the bankruptcy of Lehman Brothers), the vast majority of 

Latin American pension funds had negative real returns (three countries experienced drops 

of more than 20%) in that year, but the next year, the funds recovered, recording positive real 

returns that exceeded the losses of the previous year.  

 

 

 
1 SARS-CoV-2 (Severe Acute Coronavirus 2 Respiratory Syndrome). 
2 Furthermore, losses due to increases in market interest rates are partly offset by increases in interest rates offered by 

insurers in life annuities. 
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Table 

Real annual returns in FIAP countries, 2008 and 2009 

Country Year 

2008 2009 

Bolivia -4.64% 7.32% 

Colombia (1) 0.20% 11.37% 

Costa Rica -8.89% 9.15% 

Chile (2) -21.97% 27.73% 

El Salvador -2.36% 5.55% 

Mexico (3) -6.03% 10.32% 

Peru (4) -26.74% 32.88% 

The Dominican Republic 7.23% 7.83% 

Uruguay (5)  -20.81% 29.33% 
Source: FIAP.  

(1) Colombia: returns of the moderate fund.  
(2) Chile: returns of Fund C (intermediate). 
(3) Mexico: average weighted returns of all basic Siefores.  
(4) Peru: returns of the Type 2 Fund (intermediate). 
(5) Uruguay: returns of the accumulation fund.      

 
 

4. In countries with multifunds, selecting and opting out of funds must be performed primarily 

considering savings terms based on age and risk tolerance. Making hasty decisions regarding 

fund types during the crisis, would entail making losses effective, with the added risk of not 

capturing the recovery of returns when the crisis is over. This risk can be appreciated in the 

table and graphs presented below, showing the drops and subsequent recoveries of one of the 

most representative indices of the US stock market, the S&P 500, due to the different crises 

of different magnitudes and depths recorded since the 70s.  

  

5. Due to all the above, without minimizing or denying the depth of this crisis and the 

uncertainty of its duration, we must only ensure that, through the pension funds, members 

will continue to own the safest assets, whose value should recover when the crisis is over, as 

occurred in previous crises. FIAP calls on all members to stay calm and collected, avoiding 

hasty decisions to opt out of funds, within a context of such high uncertainty and complexity 

as we are currently experiencing. We recommend that you bear in mind the long-term horizon 

of pension savings, avoiding losses that could lead to the obtainment of lower pensions in the 

future.  
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