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There are 2 good times to
plant a tree

Now and……..

20 years ago
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Market influences

 Longevity
 Dependency ratio
 Buy-outs
 Increasing retail influence
 Funds moving to daily environment
 DB to DC and private plans
 Shifting demographics
 Pan-European pensions
 Funding gap 

Investment influences

 Separation of alpha and beta
 Increased use of derivatives
 Short and long converging
 Shifting asset mix
 Matching liabilities more effectively
 SRI/climate change issues
 Challenging markets
 Need to manage / control costs

Pillar 1
Government

Pillar 2
Occupational

“Pillar 2½” 
Institutional DC

Pillar 3
Private

Occupational to Private

DB to DC

Tax Flow
PADA
PPF

Legislation and regulation

 MiFID / SORP
 Personal accounts by 2012
 Treating Customers Fairly
 Deficits
 Governance
 Conflicts of Interest
 Local government reforms
 Risk management

Asset flows in 3 Pillar
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Institutionalisation of DC

Utilise DB Experience
Create scale for DC
Best in class
Tax Efficient
Oversight
Banked DC
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Cross Border Matters

Copy 401k?
What should a default fund look like?
Equality?
Trust vs Contract
IORPs
Move close onshore
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Institutions for Occupational 
Retirement Provision - IORP

Institutions for Occupational Retirement Provision (IORPs)
• First EU Pensions Directive was adopted in 2003 (EU Directive on Institutions for 

Occupational Retirement Provision 2003.  Directive – Dir 2003/41EC)
• All EU member states were required to transpose this into their national law by 23 

September 2005
• EEA have also done so

Key characteristics of an IORP
• Pension legal entity to be separate from the plan sponsor
• Provide security for scheme members through minimum common standards of 

governance
• Must be allowed to operate cross-border

Prime locations identified (EFRP survey Nov 2007)
• Ireland - Trust
• Belgium – OFP (Transfrontières version)
• Luxembourg – ASSEP
• Netherlands – API and PPI (pending legislative approval in the Netherlands)
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National Pensions Framework

http://www.padeliveryauthority.org.uk/nest-video.asp�
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Thank You

Aaron Overy
Northern Trust
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