e

1 LANDSSAMTOK
LIFEYRISSJODA

FJARMALAEFTIRLITID

THE FINANCIAL SUPERVISORY AUTHORITY, ICELAND

Rannsokn a naegjanleika lifeyrissparnadar
(e. retirement savings adequacy)

4. februar 2015



Dagskra

* Kynning og fundarstjorn
Unnur Gunnarsdottir, forstjori Fjarmalaeftirlitsins
* Megin nidurstodur
Bjorn Z. Asgrimsson, sérfraedingur hja Fjarmalaeftirlitinu
e Samanburdur vid énnur l6nd
Stéphanie Payet, sérfreedingur hja OECD
« Takmarkanir vid urvinnslu og aoferdafraedi
Bjarni Gudmundsson, tryggingastaerdfraedingur
* Frekari greining nidurstadna
Stefan Halldorsson, verkefnastjori hja Landssamtokum lifeyrissjéda
* Fyrirspurnir og umraedur

« Samantekt og lokaord
Gunnar Baldvinsson, formadur Landssamtaka lifeyrissjoda

' ™

) - . flﬁ F]ARI\-‘I ALAEFTIRLITID

LANDSSAMTOK I- THE FIMANCIAL SUPERVISOHEY AUTHORITY, ICELANT
LIFEYRISSJOPA



MEGIN NIDPURSTODUR

Bjorn Z. Asgrimsson
sérfreeoingur hja Fjarmalaeftirlitinu

lv’ ) A FJARMALAEFTIRLITID
LANDSSAMTOK | e o

LIFEYRISSJOPA




Lifeyrishlutfall
(e. replacement ratio)
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Helstu spurningar rannsoknarinnar

1. Verdur lifeyrir neegjanlegur i framtioinni?
* M.v. fateektarmork
* M.v. nuverandi lifeyrispega
2. Er naudsynlegt ad auka lifeyrissparnad?
3. Eru einhverjir pjéofélagshopar i heettu?
4. Er porf a skyrari meelikvoroum um
lifeyrissparnao?
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Styrkleikar

spegar allar prjar stodir lifeyris eru lagdar saman
standa flestir betur ad vigi en nuverandi lifeyrispegar
og vel yfir fateektarmorkum

*Neaerri 2/3 af framtidarlifeyristekjum munu koma fra
samtryggingadeildum lifeyrissjddanna
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Lifeyrishlutfall
Samtrygging — Almannatryggingar — Séreignarsparnadur

m.v. medal
aevitekjur Konur 35-39 ara 60-64 ara

Lifeyrishlutfall:
Samtrygging

Lifeyrishlutfall:
Almannatrygg. TR

Lifeyrishlutfall:
Séreign
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Veikleikar

= Mikill munur a lifeyrisréttindum hins opinbera og a
almennum vinnumarkadi

= Sterk tenging almannatrygginga og lifeyristekna

=*Mj6g margir & almennum vinnumarkadi na ekki 56%
viomioi um lifeyrishlutfall

"|ggjaldasaga i 43-44 ar er naudsynleg

=Lifeyrir kvenna mun lakari en karla
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Lifeyrishlutfall
Midao vio rettindi neer eingdngu a almennum
vinnumarkaoi

m.v. meodal
aevitekjur Allir 35-39 ara 60-64 ara

Lifeyrishlutfall

Fjoldi (%) med
lifeyrishlutfall < 56%
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SAVING FOR
RETIREMENT AND
THE ROLE OF
PRIVATE PENSIONS

IN RETIREMENT
READINESS

Stéphanie Payet
OECD Financial Affairs Division




>> Outline of the Presentation

 The OECD Retirement Savings Adequacy
project

 OECD view on the Icelandic findings

 Main messages and recommendations
from the assessment for Chile, France,
Iceland, the Netherlands, Norway, UK and
US based on different policy questions
(Chapter 3 of the OECD Pensions Outlook
2014)




The OECD Retirement Savings
Adequacy project

» Assess the role that private pensions play
and could play in the retirement readiness
of the working-age population

« 8 participating countries: Chile, France,
Iceland, the Netherlands, Norway, the
United Kingdom, the United States
+ Italy (Aug. 2015)

 Common methodology




General Approach

Actual data

Assess how much
people aged 35 to
64 have already
accumulated in

pension rights and
pension assets
from PAYG and
funded pension
arrangements

Projections

Complement this
with what they
may accumulate
from now until
they retire
according to
current rules and
different scenarios

Ultimate goal

Compare the
potential pension
income at
retirement with
appropriate
reference incomes
to assess the role
of private
pensions in
retirement

readiness




Replacement rates at Retirement:
Contribution of Actual Data and Projections

W Actual data W Projections

Age 35 Age 50 Age 60




Three Different Scenarios

Intermediate | Optimistic
2% 2%

Inflation 4%

Productivity 0.7% 1.5% 2.7%

Real investment return 1% 3.5% 6.1%

Real discount rate 0.4% 2% 3.7%

Time of retirement As early as Actual average Official or
possible age of retirement statutory age

Private pension coverage Most likely/reasonable scenario

Employment status Most likely/reasonable scenario




OECD VIEW ON
FINDINGS FOR
ICELAND




Relatively Low Mandatory Pension
Contribution Rate and High Theoretical RR

B Employer contribution M Employee contribution B Theoretical RR for average earner
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>> Findings for Iceland

* Predominance of funded pensions

e Mandatory DC not providing a 56% RR in
55% of the cases

 RR from mandatory DC going down for
older generations

e 76% target RR for mandatory DB schemes:
Fair ? Under-funding issue?

 Complexity of the social security safety-net



OECD Pensions Outlook
2014

BETTER POLICIES FOR BETTER LIVES



Replacement Rates: Cross-Country
// Comparison

Median wage-indexed Proportion of

Country career-average individuals with final

earnings RR earnings RR < 54%
Chile 50 49
France 82 21
Iceland 80 6
Netherlands 67 19
Norway 67 30
United Kingdom 83 20
United States 58 40

Median wage-indexed career-average earnings RR
PAYG / public FP based FP based

Country : : Other
pensions onrights  on assets

Iceland 19 26 39

Netherlands 36 26 4

Norway 49 22 3 11




Important Role of Private Pensions In
Complementing Retirement Income

B PAYG / public pension M FP based on rights B FP based on assets M Other
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e Greater importance of private pensions in the total
pension income at retirement when they have a
mandatory nature but also when voluntary private
pensions have a long standing history in the country

* Yet, private pensions do not generally represent the main
source to finance retirement except in Iceland



Other Factors Influencing the
Importance of Private Pensions

e Level of contributions (incentives)

* Length of the contribution period (e.g. age of
retirement)

e Economic environment (e.g. returns on assets,
productivity)

o Maturity (younger generations more likely to rely on
private pensions at retirement when the system is
not mature: FRA and UK)

 Income level (main source to finance retirement for
high-income individuals in NLD, UK and US)




Growing Economies and Bigger Role of Private
Pensions Should Allow Younger Generations to
Be Better Prepared...

30

25

20 Risk of falling
15 behind current

10 retirees, Iceland
b ol
o

2B

e Most w.a.i should retire with a pension income above
the average pension income of recent retirees.

e Subgroups that are the more at risk to fall behind are
low-income individuals, older generations, women,
private sector workers and self-employed people




Impact of Growing Economies and Higher

>> ... But Other Factors May Offset the Positive
Private Pensions

e Reforms in public pension systems leading to
lower benefits (e.g. increase in the official age
of retirement, lower indexation of rights, life
expectancy adjustment parameters)

* Lower contribution levels into private

pension plans (including because of a shift
from DB to DC plans)

e Lower accruals in DB plans
e Lower returns on assets going forward




lllustration With the Risk of Falling to
Reach a Country-Specific Reference RR

=== Chile == France et |celand
== Netherlands =>&=Norway == United Kingdom
=0-United States
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e Younger generations may be more at risk
of failing to reach their country-specific

reference replacement rate in CHL, FRA,
NLD, NOR and USA. Not in ISL and UK.




Policy Options to Increase the
Complementary Role of Private Pensions

* Increase coverage (e.g. compulsion and
automatic enrolment)

e Encourage people to contribute more and
for longer periods (e.g. by postponing
retirement)

e Target population subgroups that need
better access to private pensions

e Improve the alignment between public
and private sector pensions




BETTER POLICIES FOR BETTER LIVES




TAKMARKANIR VID URVINNSLU OG
ADFERDAFRADI

Bjarni Guomundsson
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Islenska athugunin

sSérislenskar forsendur
o Eftirlaunaaldur karla 68 ar og kvenna 67 ar

 Aldursbundin launahaekkun samkvaemt athugun & gégnum
rannsoknarinnar

 Atvinnuleysi midad vid langtimareynslu og 6flun réttinda i
lifeyrissjodum midad vid nugildandi reglur um
atvinnuleysisbaetur
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Islenska athugunin

=*GOgn til grundvallar utreikningi a lifeyrisrétti vio
starfslok

 Rettindi i samtryggingarsjodum 2012
» Séreign i lok ars 2012

» Upplysingar frd& RSK um eignir og skuldir i eigin
ibudarhusnaedi vid lok ars 2012

* Reglur Tryggingastofnunar eins og peim var breytt arid

2013
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Islenska athugunin

= Allir lifeyrissjodir utan tveir litlir sjodir toku patt i upplysingagjof
um samtryggingu

= Allir vorsluadilar séreignarsparnadar utan einn
» Heildarfjoldi i grunnurtaki eru 176.700 einstaklingar
= Busettir & Islandi i lok ars 2012 faeddir 1948-1977 121.253

* Faeddir 1977 um 4.300 en busettir her 1. januar 2013 um
4.100

= Utgefnar kennitdlur argangsins meira en 7.000
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Islenska athugunin

" Athugunin beinist ao peim sem eru virkir
patttakendur a vinnumarkaoi:

* pbeim sem fengu greiddan 6rorku- eda ellilifeyri sleppt

« Utreikningar takmarkast einnig vid heimili par sem ad
minnsta kosti annar adili greiddi idgjald arid 2012 til
samtryggingar af sem svarar 193.000 kr. manaodarlaunum

"Endanlegt drtak varo um 90.000 einstaklingar
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Islenska athugunin

=Vid aunnin réttindi i lok 2012 er baett framtioar
rettindadflun eftir ndgildandi rettindareglum sjodanna
og gefnum launaferlum

=Séreign framreiknud midad vid tiltekna avoxtun og
framlag sjoofélaga til sereignarsparnadar 2012

=Réttindi hja TR til framtidar eru reiknud eftir reglum
2013
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Islenska athugunin

*Laun eru reiknud ut fra i0gjoldum
=Medallaun eru reiknud fra 25 ara aldri

= Aunnin réttindi 2012 i samtryggingarsjodum an
abyrgoar launagreidenda voru aukin eda skert pannig
ao tryggingafreedilega stada hvers sjods hefoi verio i
jafnveeqi
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Islenska athugunin

= Athugunin er hin fyrsta hérlendis par sem upplysingar
fra Ollum lifeyrissjodum I svo storu urtaki eru
sameinaoar

=|slenska athugunin naer til mun haerra hlutfalls
vinnumarkadarins en i rannséknum hinna landanna
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FREKARI GREINING NIDURSTADNA

Stefan Halldorsson
verkefnastjori hja Landssamtokum lifeyrissjéoa
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Hvert er veegi sjooss6fnunar?

Almanna-

tryggingar
ygging m Lifeyrir almannatrygginga
23% (stod 1)

m Lifeyrir sjods med
bakabyrgd (stod 2 - SR)

w Lifeyrir sj6ds hadur
eignum (Stod 2 - SI)

m Lifeyrir sjods hadur

Stod 2 - SR
26% eignum (Stod 3 - Sl)
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Hve margir eru undir viomioum?

1. Fateektarmork: Enginn — pokk sé almannatryggingum

* En ef eingdngu er skodadur lifeyrir ar samtryggingarsjooum, pa eru 23%
urtaksins undir mérkunum, 79% laglaunafélks og 4% halaunafélks

2. Lifeyrir nylegra lifeyrispega: Nokkur hépur

* 7% alls urtaksins, fremur peir eldri en yngri, svo og laglaunafolk (24%)

3. 56% af medalaevitekjum Ur samtryggingu: Margir
* 32% urtaksins, haekkar med aldri (42% elsta hopsins), og 45% laglaunafélks

* Liklegasta skyringin er of fa ar i idgjaldastgu; 45% elsta hopsins na ekki 40
ara idgjaldasogu, en 13% yngsta hopsins
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Hve mikil verour tekjuleekkun vid lifeyristoku?

* Almennt um 16%, mest hja hatekjufélki 36%, en lagtekjufolk
faer 15% heerri lifeyri en lokalaun.

Samsetning lifeyris i hlutfalli vid lokalaun pegar par ad kemur

_ Allt artakid | Lagtekjuhdopur Hétekjuhépur

Almannatryggingar

Vidbotarlifeyrissparnadur

Samtals:
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Hverju breytir hrein eign ibudarhisnaedis?

*Ef virdi hreinnar eignar veeri breytt i sjo0d og dreift yfir
Olifada medalaevi myndi lifeyrir haekka aod jafnadi um
18 prosentustig

=Vaeqio eykst med aldri, er 13 présentustig hja yngsta
hopnum en 26 prdsentustig hja peim elsta
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Lifeyrir talinn lagur

= Samanlagoar tekjur nylegra lifeyrispega fra stodunum premur
namu ad medaltali um 53% af medallaunum a arinu 2012

= Lifeyrir fer haekkandi a komandi arum vegna aukinna réttinda i
samtryggingarsjooum

= Rannsoknin synir ad lifeyrir framtidarinnar fra samtryggingar-
sjooum og almannatryggingum verdur um pridjungi heerri en
lifeyrispegar fengu arid 2012

= Lifeyrir ur vidbotarlifeyrissparnadi (séreign) haekkar einnig
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Mikill munur a opinbera og almenna kerfinu

= Hlutfall lifeyris af medaleevitekjum er 84% hja starfsfolki i
opinbera geiranum 2012 en 59% hja starfsfolki i
einkageiranum

* |dgjald i opinbera kerfinu 15,5%, en 12% i almenna kerfinu

» Grunnvidmid opinberu sjédanna er nu 76% hlutfall eftir 40 ar i starfi en 56%
hja almennu sjodunum

= | pessari rannsékn eykur leegri lifeyristokualdur i opinbera
geiranum muninn milli kerfanna

= Betri lifeyrisrettur opinberra starfsmanna hefur gjarnan verio
rettleettur med pvi ad laun peirra seu laegri, en hja peim
laegra launudu hverfur pessi munur ad mestu vegna
tekjutenginga almannatrygginga

[ |

‘ . flﬁ F]ARI\-‘L%LAEFT[RLITIf)

LAN DSSAMTOK I- THE FIMANCIAL SUPERVISOHEY AUTHORITY, ICELANT
LIFEYRISSJOPA



Miklar tekjutengingar almannatrygginga
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Margir fa minna en 56% af medalaevitekjum ur
samtryggingarsjodunum

= 32% Urtaksins na ekki 56% markmidinu, fer upp i 42% i elsta
hopnum og 45% meadal lagtekjufolks

 Fair undir pessum moérkum i opinbera kerfinu, en margir i pvi almenna
= Byrdi almannatrygginga pyngist vegna pessa stora hops
= Algengasta skyringin er of fa ar i idgjaldasdgu
e Daemi: 30% karla sem voru 60 ara 2012 munu ekki na 40 ara idgjaldaségu

= Einnig ahrif a minni avinnslu eldri aldurshopanna framan af
starfsaevinni

 Ekki greitt af fullum launum fyrr en 1989; almennu sjodirnir stofnadir um

1969
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Nidurstadan: Islenska kerfid stenst vel krofur
OECD um kjoreiginleika lifeyriskerfa

= Mikil sj6dssofnun, hlutur gegnumstreymiskerfi litill

= Oryggisnet almannatrygging er mikilvaegt fyrir lagtekjuhdpa
0g pa sem hafa ekki greitt idgjold ndgu lengi

= Lifeyrispegar framtidarinnar fa almennt mun meiri lifeyri en
peir sem nylega hofu toku lifeyris

= |slenska kerfi® kemur vel Gt i alpjédlegum samanburdi
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