
Total assets of Irish pension funds amounted to €44.8 bn at the end of December 2002. This compared with €51.1 bn at end
2001, representing a decrease of 12.4%. This reflected another turbulent year in investment markets where returns by asset
class varied hugely. The pattern of normal ongoing cashflows into schemes appears to have been rather different from previous
years with some experiencing large outflows, which appear to have been taken mainly from segregated assets. 

The mix between segregated, unitised and insured assets changed during the year, with segregated assets representing less than
50% of total assets at the end of 2002 and the proportion in unitised assets rising to represent almost 39%.

The overall value of segregated assets fell by 19%, a result of weaker cash flow combined with falls in equity markets (which
had a greater impact than was felt by unitised or insured assets). By contrast, the amount held in unitised assets decreased less
sharply, by 5%, as a result of steadier cash flow and some of the assets frequently held in unitised form (e.g. property) 
performing quite strongly. 

Insured assets decreased by about 7% as both the higher proportion of assets held in bonds and their strong relative returns
partly compensated for weak returns from other asset classes and some apparent flows out of insured asset portfolios.

While the vast majority of assets are still managed actively, the proportion of assets under passive management continued to
increase steadily from 9.9 % at the end of 2001 to 12.6% at the end of 2002.

The proportion of assets held in equities fell significantly from 65.0% to 58.0% at the end of 2002 (a similar level to the end
of 1998). However, this fall would have been larger if the value of equity holdings had simply tracked market returns, which
suggests, as in 2001, that there may have been some move from fixed interest to equities to support the equity proportion as
markets fell.

The fall in the proportion of equities held filtered down to all the major regional equity segments except for Non-Eurozone
European equities. Over the course of the year, the exposure to Irish equities continued to fall to 13.2% at year end, as 
compared to 16.0% at the end of 2001. 

Holdings of Eurozone equities decreased slightly from 15.3% to 14.5%, while UK equities fell from 8.4% to 8.0%. The 
reduction in US equity holdings was more marked, from 16.2% to 14.0% by the end of 2002, and Japanese holdings 
continued to slip to reach just 2.1% at year end.

The overall proportion held in fixed interest and index-linked stock grew substantially from 21.7% to 27.0%, mainly as a
result of outperformance of fixed income relative to other asset classes.  

The other notable change was an increase in the proportion of fixed income invested in Eurozone Government Bonds. Corporate
bonds and index-linked stock grew somewhat to 3.0% of total assets. 

Good relative performance again helped property holdings to increase to represent 9.7% of total assets at year end, while cash
and other short term instruments increased to 4.4% at year end indicating that funds remain fairly fully invested.

In terms of Eurozone assets, Irish holdings accounted for 47.7% of equities and 18.1% of bonds at the end of 2002, 
compared with 50.8% and 24.0% respectively a year earlier. The move from Irish to other Eurozone assets continues, 
but at a slower pace than in the previous few years.
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Figure 2: Structural Split of Pension Fund Assets
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Figure 1: Total Value of Irish Pension Fund Assets (€Bn) 
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Figure 3: 2002 Asset Class Returns
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Survey Methodology

As in previous years, the survey was conducted by circulating a
Questionnaire to financial institutions involved in pension fund asset
management. Complementing this source, the largest Irish pension
funds were asked on a similar basis to return information on any
assets where management was not delegated to one of the financial
institutions already contacted. The response to the Questionnaire
was excellent and is certainly sufficient to permit a reliable estimate
to be made of the overall structure of the Irish pension fund asset
base.

Examination of the data indicated that some adjustments were
necessary to responses received last year in respect of 2001 in order
to enable reliable year-on-year comparisons to be made. The year-
end 2001 data has been adjusted from that shown in last year’s survey
to allow for this. 

Irish Association of Pension Funds
September 2003

Figure 6: Domestic Equity - Split between Irish and Eurozone ex Ireland Equities

Figure 4: Asset Class Weights
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Figure 5: Split between Active and Passive Assets
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