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Outline 

• Current and future challenges of the private 
pensions sector 

o EIOPA’s occupational pensions stress test 

 

• Insights in EIOPA’s work: 

o IORP II implementation 

o Pan-European personal pension product (PEPP) 

o Quantitative, analytical tools 
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Pension gap? 
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Need to save (more) for future 
retirement income 

• Demographic changes, aging populations across Europe 

• Challenged national budgets and state pensions 

• Stressed economic environment: low yields, negative 

interest rates 

• Unemployment – “broken careers” 

• Often low available income 

• Increasingly mobile workforce 

• Low levels of consumer trust in pensions 

• Divergent pensions landscape in Europe 



5 

 

• To assess resilience of IORPs to an adverse market 
scenario (“double hit”) 

o National and common balance sheet for defined benefit 
(DB) and hybrid pension schemes 

o Market value of investment assets for defined contribution 
(DC) schemes 

• To assess the potential transfer of shocks from 
occupational pension funds to the real economy and 
financial markets 

• Not a pass-or-fail exercise for participating occupational 
pension funds 

EIOPA’s occupational pensions 
stress test 
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Vulnerabilities of DB pension 
funds: national balance sheet  

• Aggregate funding ratio at EU level declines from 97% in baseline to 

79% in adverse scenario corresponding to 3%/21% shortfall of assets 

over liabilities (EUR 49bn/301bn) 

• National funding and valuation standards are highly heterogeneous 

Funding ratio in baseline and adverse market scenario, % liabilities 
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Vulnerabilities of DB pension 
funds: common balance sheet  

• Aggregate EU deficit of 20% of liabilities in baseline scenario (EUR 

349bn), increasing to 38% in the adverse market scenario (EUR 

702bn) 
Excess of assets over liabilities on common, market-consistent balance sheet (excl. sponsor support, pension protection 

schemes and benefit reductions) in baseline and adverse market scenario, % liabilities (excl. benefit reductions) 
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Plan members bear the risk in 
Defined Contribution schemes  

• EIOPA stress test shows that the 

adverse scenario has at EU level a 

more severe impact on projected 

replacement rates of older members 

closer to retirement due to higher 

accumulated pension wealth 

• More modest impact in Italy, 

especially for older representative 

members due to relatively high 

allocations to fixed income assets 

• Design of Defined Contribution 

schemes needs careful consideration 

because all risks are borne by the 

plan members!   

Impact of adverse market scenario on replacement rate of 

representative members 35, 20 and 5 years before 

retirement by country, members weighted average, % 

change compared to baseline 

Replacement rate is defined as pension income  (based on 

inflation-linked annuity) divided by final salary of the 

representative plan members at retirement. 
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The EU pensions landscape is 
and will be changing 

• Pressure on Defined Benefit pension promises 

o Significant underfunding 

o Big corporate failures in some MSs 

• On-going shift from Defined Benefit to Defined 
Contribution  

o Accelerated by persistent low-interest and low-yield 
environment 

o Supported by recent Pension reforms in Europe 
  

• Sustainability of investments 
 

• IORP II further promotes cross-border activities 
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Promoting private pensions 

• Raising awareness, foster private pensions: 

o Occupational pensions via IORPs 

o Personal pension products (PPPs), in particular via PEPP 

 

• Policy tools: 

o Transparency (relevant, simple and clear) 

o Governance 

o Risk management 

o Sound supervisory practices 

o Analytical toolkit 
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Transparency 

• Information to members and beneficiaries of 
IORPs and PEPP savers is of paramount 
importance: 

 

o Standardised, relevant, decision-useful information about 
the pension promise: 

e.g.: real net return, default investment option, pension 
projections 
 

o Transparency about the pension provider: 

- Funding and solvency 

- Risk management: risk evaluation for pensions 

- Remuneration, conflict of interests, governance 
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Governance 

• Fostering an effective implementation of key 
governance requirements of IORP II: 

 

o setting EIOPA’s supervisory expectations on the structure 
and content of the Statement of Investment Policy 
Principles (SIPP), the Own-Risk Assessment (ORA) 
and the recovery plan  

o integrating ESG factors in IORPs’ investment 
governance 

o develop a supervisory framework setting EIOPA’s 
supervisory expectations on the risk evaluation of 
IORPs 

o implementing EIOPA’s opinion on a common framework 
for risk assessment and transparency 
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Product standardisation and 
central authorisation 

• 2nd regime – Pan-European Personal Pension 
Product (PEPP) 

o Regulation – overcoming hurdles of cross-border 
activities 

o Enables standardisation:  

- Transparency  

- Economies of scale 

o Enables flexibility: 

- to adapt to needs of local markets 

 

 Truly European quality label endorsed by central 
authorisation 
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Improving the analytical 
toolkit 

 

• EIOPA is mandated to monitor and assess market 
developments in the area of occupational pensions and to 
undertake economic analyses of markets, with a view to: 

 

o detect emerging risks and threats of adverse developments 
which may seriously jeopardise the orderly functioning and 
integrity of financial markets or the stability of the whole or 
part of the financial system in the EU and  

o assess relevant micro-prudential trends, potential risks and 
vulnerabilities and their impact on potential market 
developments on the institutions with EIOPA's scope of 
competences. 
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EIOPA’s initiative to improve 
pensions statistics in Europe 

• Receive all necessary information to enable better 
financial stability analyses and a sound statistical 
basis 

• One single framework: Consolidate and streamline 
all quantitative reporting (to EIOPA) on IORPs 

• Currently a number of mostly incomparable 
reports on pensions globally and in Europe 

• Enhance efficiency through one set of taxonomy 
and definitions - in line with ECB requirements 
(incl. Eurostat and OECD definitions) 

• Generally improve reporting processes 

 



Thank you for your attention.  


