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Background
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Main features

I Private pension plans are mainly defined contribution and can be
both occupational and personal. Membership is voluntary, with auto-
enrolment for new members of workforce.

I Occupational plans are set up by collective bargaining between em-
ployers’ associations and trade unions at several levels. Membership
occurs on a collective basis.

I Personal plans are provided by banks, insurance companies, invest-
ment firms and asset management companies. Membership is on an
individual basis.

I The regulatory framework regarding, with a few exemptions, is the
same both for occupational and personal pensions.

I The supervision is concentrated in an independent specialised authori-
ty (Commissione di Vigilanza sui Fondi Pensione, COVIP henceforth).
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Historical perspective

I Pension funds in Italy were introduced in 1993 with the Legislative
Decree n.124, in conjunction with a major reform on the 1st pillar.

I However, pension funds were already available before 1993 for workers
in selected firms (mainly in the banking and insurance industries and
in major manufacturing firms). These pension funds are both defined
contribution and defined benefit (now closed to new members), support
occupational pensions and can be organized as autonomous funds or
as book reserves.

I These funds are known as the PRE-EXISTING PENSION FUNDS.
EIOPA Database code: IT 4 - IT 5

I Their regulation now overlaps for most aspects with that of pension
funds introduced after 1993.

I Currently, with some exceptions (public employees pension funds and
the so-called OLD PIP), all pension funds are regulated under the 2005
Legislative Decree n.252.
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The Italian private pension system: an overview

I CONTRACTUAL PENSION FUNDS (Fondi pensione negoziali)
Typically set up by collective bargaining and closed to the workers not
pertaining to a given economic sector or professional category. They
support only occupational pensions.
EIOPA Database code: IT 1

I OPEN PENSION FUNDS (Fondi pensione aperti)
Promoted by banks, insurance and investment companies, “open” to
the general public. They support both occupational and personal
pensions.
EIOPA Database code: IT 2

I PERSONAL RETIREMENT PLANS IMPLEMENTED THROU-
GH INSURANCE POLICIES (Piani individuali pensionistici - PIPs)
Unit linked policies and traditional life policies promoted by insurance
companies with specific characteristics common to all pension funds.
They support only personal pensions.
EIOPA Database code: IT 3
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How the system is financed: contributions

I All pension funds operate with a defined contribution regime. The de-
fined benefit regime still operate for some residual pre-existing pension
funds, closed to new members.

I Contributions are set on a voluntary basis.

I For occupational plans, contributions are supplied by employers and
employees.

I The (compulsory) contributions to the severance pay fund (TFR) can
also be diverted to pension funds.

I Firm level or country level labor contracts can set theminimum amount
of contribution from employers and employees.

I For personal pension plans, contributions are provided by members
only.
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How the system pays: benefits

I Benefits are distributed as annuities and max 50% could be in lump
sum.

I Benefit are cashed at the retirement age (at least 5 years of contri-
butions to the fund are needed). Up to 75% of the overall position can
be cashed in before retirement age under special circumstances.

I These days two new measures are available to cash the benefits before
the retirement age.

I The payment of pension annuities are, in general, entrusted to a li-
fe insurance company (annuities could be paid out directly by the
pension funds if previously authorized by COVIP).
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Fiscal aspects

I The ETT (Exempt, Taxed, Taxed) regime applies, not the most com-
mon regime in OECD countries.

I Contributions are tax-deductible up to an upper limit EUR 5,164
a year. The limit applies to the sum of employer and employees
contribution, where this applies.

I Net investment income is taxed at an annual rate of 12,50-20%.
I Taxes on pension benefits (annuity or lump sum), net of the amount

on which tax has already been paid, are lower than general income
taxes: the tax rate is 15%, with a reduction of 0.3% for every year of
participation after 15, not beyond a maximum reduction of 6%.

I Benefits received as cash advance are taxed less favourably (23%).
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Market structure
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Main figures

Source: Relazione per l’anno 2016
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Size distribution

Source: Relazione per l’anno 2016
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Members and asset distribution
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Participation rates

Source: Relazione per l’anno 2016
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Participation rates by age groups

Source: Relazione per l’anno 2016
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Participation rates by regions

Source: Relazione per l’anno 2016
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Costs

Source: Relazione per l’anno 2016
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Asset allocation
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Pension funds investment lines

I Pension funds invest members’ contributions in financial and real
assets markets.

I Pension funds can offer 4 different investment lines, named guaran-
teed, bond, balanced and equity from the less to the more risky.

I Members select their preferred investment lines within the menu offe-
red and can also choose a combination of different portfolios.
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Preferred investment lines

Source: Relazione per l’anno 2016
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Investment policies

I To build the investment lines, pension funds follow their investment
policies.

I In designing their investment policies, pension funds have to satisfy a
number of constraints set by the law: rules set by the 2005 Legislative
Decree n.252 and the 2004 Decree of the Ministry of the Treasury
n.166 are fully applicable to contractual and open pension funds; some
exceptions apply to pre-existing pension funds. With respect to PIPs,
investment rules for insurance products do apply.

I Investment policies are notified to the supervision authorities.
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Investment rules
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Assets distribution

Source: Relazione per l’anno 2016
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Returns

Source: Relazione per l’anno 2016
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Main regulation
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Investment management: contractual pension funds

I Contractual pension funds are not allowed to directly manage their
investments.

I Investment decisions are delegated to professional managers (banks,
insurance companies, investment firms, asset management companies).

I An agreement must be signed between the governing board of the
pension fund and the asset manager outlining the guidelines for the
investment of fund assets.

I Managers are selected according to publicity and transparency ru-
les, following the guidelines provided by COVIP.
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Investment management: open and pre-existing pension
funds and PIP

I Open pension funds are instituted by professional asset managers and
by construction are allowed to directly manage their resources.

I Pre-existing pension finds can directly manage their resources.

I PIP are instituted by insurance companies, which typically keep the
members’ resources separate from the rest of company assets.
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Investment regulation

I 2005 Legislative Decree n.252 – some investment rules and COVIP
powers.

I 2014 Ministry Decree n.166 - from a quantitative regulation – towards
governance attention.

I COVIP provisions:
I Written statement of investment-policy principles.
I Common regulatory framework for all kinds of pension funds (with more

than 100 members).
I Implementation of the investment policy .
I Clarification of the role and duties of bodies/responsibles involved in

the investment process – introduction of the investment management
function.
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Role and duties of bodies in the investment process
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Role and duties of bodies in the investment process
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Role and duties of bodies in the investment process
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Transparency and comparability

I All pension funds have to make available to potential new members
two documents: the Key Information Document (KID) and the
Standard Pension Project (SPP).

I Two further documents have to be made available to members on
an yearly basis: one containing both information on the fund and
on the position (Periodic communication, PC), the other containing
estimates of pension benefits (My supplementary pension, MSP).

I All documents have to be written in conformity with the scheme
provided by COVIP and estimates of pension benefits are computed
using a set of parametric assumption provided by COVIP.

I To further enhance transparency and comparability, all pension funds
statutes and regulations have to be compliant with the schemes provi-
ded by COVIP.
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The key information document

I Key information is provided in such a way to maximize the cost com-
parability between investment lines and pension funds.

I The portfoliio composition for each investment line as well as the
risk exposure are given a graphical representation.

I Graphics are also used to make as transparent and immediate as
possible the cost comparison between investment lines and pension
funds.

I COVIP makes available on the institutional web page a cost compa-
rator between investment lines and pension funds.

I All relevant information on costs are contained also in a document (the
Cost form) that pension funds must make available on their web site
for prompt consultation.
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The key information document: investment lines
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The key information document: cost comparability
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Periodic communication: information on the individual
position
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Periodic communication: general information
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My supplementary pension: accumulation phase
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My supplementary pension: payment phase
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Education and information
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Education

I An introductory guide to private pensions, called “Guida introduttiva
alla previdenza complementare”.

I A video with basic information on private pensions, named ”10 cose da
sapere sulla previdenza complementare”.

I A self-evaluation questionnaire, callled “Conoscere per scegliere”.

I A link to the INPS web site, which provides an estimate of public
pension benefits.

I Active participation in the recently appointed Committee for the
national strategy on financial, insurance and pension education.
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Information: costs

List of synthetic cost indicators (ISC) for all investment lines and
pension plans and several investment horizons (2, 5, 10 e 30 years)
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Information: returns

List of returns for all investment lines and pension plans and several
investment horizons (1, 2, 3, 5 e 10 years)
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COVIP
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Governance and organization

I A Governing Board: 1 President and 2 Commissioners (appointed by
the Government for 7 years)

I A staff of about 70 persons (based in Rome)
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Mandate and functions

I Mandate
to insure correctness and transparency and the sound and prudent ma-
nagement of pension funds, having regards at the interest of mem-
bers and beneficiaries and at the overall efficient functioning of the
supplementary pension system

I Main functions
I RULE-MAKING
I SUPERVISION
I COLLECTION AND DISSEMINATION OF DATA AND INFORMATION
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Supervision instruments

I Prior licensing
I Regular and specific reporting
I On-site inspections
I Sanctions
I Meetings with fund administrators/directors
I Complaints by members
I Whistle blowing
I Decadence of the board and nomination of a special commissioner
I Withdrawal of licence
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Conclusions
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Challenges and opportunities

I International comparisons highlight that where the size of second and
third pillar is inversely correlated with that of the first pillar.

I The contribution rate to first pillar is relatively high in Italy, by inter-
national standards.

I Private pensions are at the early youth stage in Italy.

I The further development of the private pension sector also depends on
how efficient the system will be.

I Efficiency can be reached reducing the fragmentation to exploit eco-
nomies of scale and increasing the competition between market pro-
viders of pension funds and providers of financial management and
administrative services to pension funds.
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