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How to start with...?

 Feeling privileged

A pension conference (presentation) ... always ...
demographics ... a permanent crisis...

d Always the same reasons... limited discussion...
Chapters from the ,Pension textbook”
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Need for Pension reform from Central European
perspective — mid '90s

1 Standard demographic challenges ...in fact (under)
employment

1 Strong Worldbank influence

» theoretically challenged arguments

= international diversification (for smaller economies)
 Latin American example

d Waiting for EU accession (good students, still outside
the club)
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Implementation challenges — 1/2

1 Retail financial service approach (as opposed to OP)
= educated clients
= relatively high distribution costs (+crisis effect)
= relatively high administrative costs (regulator)
d High government bond exposure
» l[ow projected yields — /s the system competitive?

* no international diversification — Do we need the system?
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Implementation challenges — 2/2 (consequences)

1 Government spending limitation — in practice, so higher
saving national saving rate (lower (pre pension) deficit is
realized)

[ Stability and growth pact implications (3%, 60%),
temporary deductibility, 5 year recognized transition period

 Strong incentive to discontinue (contributions, assets), no
Incentive to start

 Pre-crisis sustainability, but e.g. Slovakia joining the
Eurozone
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Development of GDP and Pillar 2 AuM

Poland (EUR bn)

400 +
350 -
300
250
200
150 +
100 +

50 -

0 - y ‘

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

ING Insurance C&RE 6



Development of GDP and Pillar 2 AuM
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Development of GDP and Pillar 2 AuM
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Development of GDP and Pillar 2 AuM -
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Development of GDP and Pillar 2 AuM
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Measures

1 Promised contributions increase
» postpone, suspend, eliminate
d Contributions
» temporary cut, cut, suspend
] Assets
= encourage moving to PAYG by tilting the playing field

» discourage providers by reducing (prohibitive) fees and
iIntroducing (prohibitive) guarantees

All short term help against long term implicit deficit |
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= pre 2010 election: tax cuts w/o

7,

restrictions, higher deficit:

» special industry taxes + pension fund

nationalization
(1) 14 months suspension, voluntary switch

to PAYG, heavy communication

(2) “sign up again if you want to stay” + no
future PAYG accrual + fee cut (80%, 75%,
90%)

still worth to stay? —

economic, legal arguments
= result: 100ths/3mn (3.1%) aum (8%)

= waiting for courts

he more assets the heaviest step:

= already nominal cap on asset
management fee / fund

= the Hungarian example...”

= heavy contribution cut
(7.3% -}2.3%)

= NO incentive for asset
gathering

0 better budgetary position
0 better eu position

o inflated domestic equity
market



The business case before and after — a summary

= stabile, long term retail asset management business
= no longevity risk as ,only DC”

= capitalize on retail distribution power

» unpredictable changes in volume and conditions

* unexpected guarantees to provide
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= strong political risk
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