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Collective
Pensions

“THE PRINCIPLE OF LONGEVITY POOLING IS 

SUCH A GOOD IDEA THAT FINDING SOME WAY 

TO MAKE IT WORK HAS TO HAPPEN”

T he UK pensions landscape has seen a lot of 
change in recent years, including the 
introduction of auto-enrolment for workplace 

pensions, and multiple regulatory reforms. But 
might one of the less heralded changes prove to be 
one of the most significant − the development of 
new collective defined contribution (CDC) schemes?  

The UK version of CDC doesn’t offer scheme 
members a guaranteed level of pension, which is 
good news for employers seeking to escape financial 
risks associated with DB schemes. But it could give 
individuals a higher retirement income than an 
equivalent DC pension, in part because it allows 
active and retired members to benefit from collective 
investment returns derived from larger allocations of 
higher risk, potentially higher growth assets. 

In both a whole-of-life CDC arrangement, 
covering accumulation and decumulation phases, 
and collective arrangements for decumulation (this 
is called retirement CDC in the UK), longevity risks 
are also pooled, freeing individuals from needing to 
make choices about how to use their DC savings 
based on their likely life expectancy.

“I think the principle of longevity pooling is such 
an obviously good idea that finding some way to 
make it work has to happen,” says Gallagher global 
head of quantitative modelling, Alex White. 
“Something with longevity pooling is obviously 
better than DC.”

Pension systems across Europe already use 
collective elements in a range of different ways, with 
the design and operation of workplace or multi-
employer − sometimes industry-wide or sector-wide 
– schemes often negotiated between employers and 
social partners. 

In the UK, The Pensions Regulator (TPR) has 
published an updated Code of Practice for CDC 
schemes and is allowing applications to run multi-
employer CDC schemes; while the UK government 
has clarified legal and regulatory requirements. 
Further regulatory announcements related to 
the decumulation phase − so-called 
retirement-only CDC − are expected 
within the coming months. Several 
employers and pension 

providers have now expressed an intention to set 
up new CDC schemes or incorporate CDC 
elements in existing schemes or products. 

“Collective solutions do not suit everybody,” says 
PensionsEurope Secretary General and CEO, Matti 
Leppälä. “Using collective solutions means you 
cannot have individual freedoms to the same extent, 
but collective solutions can be much more cost-
effective, and lead to better outcomes.”

The benefits of solidarity
The Netherlands is often said to have the best 
pensions system in the world, and arguably the 
collective elements of the system are a crucial 
factor in its success. Its second pillar is based on 
many industry or sector-wide DB schemes, 
alongside DB or DC company schemes. 
Membership of at least one occupational scheme is 
mandatory for all Dutch employees.

But, as elsewhere, during the 21st century the 
effects of increased longevity, intergenerational 
unfairness, and an unstable financial and economic 
backdrop undermined the financial sustainability of 
many second pillar schemes, forcing reforms 
intended to safeguard schemes, and reduce both 
intergenerational unfairness and the financial risks 
faced by employers. 

A new second pillar system, based on the 2023 
Future Pensions Act, or Wet Toekomst pensioenen 
(Wtp), is largely DC-based but retains some 
collective risk-sharing. There are two types of DC 
arrangement: ‘solidarity’ or ‘flexibility’ schemes. The 
solidarity model, by far the most popular option, 
retains collective investments and risk-sharing. 
Contributions tend to be set at similar levels to 
those used in DB schemes, and investment returns 
are distributed among members in different age 
groups according to a predetermined formula. 

During decumulation Wtp schemes provide, in 
effect, a collective variable annuity: an income for 
life, the level of which is determined by investment 
returns. Schemes also include a capital buffer, to be 
drawn upon if investment returns are lower than 
expected, so avoiding, or minimising, any need to 
cut pension benefits. 

“It’s a relatively small buffer, but it generates a lot of 
security for members,” says PwC Netherlands senior 
director and pensions adviser, Willem Eikelboom.

A spokesperson for the Dutch Federation of 
Pension Funds (Pensioenfederatie) says this form of 
collective risk-sharing “ensures that millions of 
participants are stronger together than if they were 
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to bear such risks individually. By pooling 
contributions and investments, risks are shared, costs 
are controlled, and economies of scale are leveraged.”

The Danish pensions system, also well-regarded 
internationally, includes sector-wide occupational 
schemes that offer many workers a choice of DC or 
CDC-like arrangements. Danish technology provider 
Festina Finance CTO, Jesper Lauritsen, believes many 
people opt for the CDC-like approach because this 
means they do not have to make investment 
decisions. But he also thinks a collective approach is 
popular in both Denmark and the Netherlands in 
part because it is aligned with widespread attitudes to 
sharing financial risks and rewards.

He notes that much of the debate in the UK has 
focused on the possibility that CDC pension 
schemes could deliver higher investment returns 
and pension benefits.

“Actuaries in Denmark might also say that this is 
the case, but I don’t hear that argument here or in 
the Netherlands,” he says. “In both countries it’s 
more about having a collective mindset in a 
broader sense.” 

Different routes to a common goal
There are collective elements in use in the pensions 
systems of a number of other European countries, 
but the positive effects they may have on some 
aspects of the system are sometimes overshadowed.

“In Germany, what looks like quite a good model 
has been slowed down by some of the unions,” says 
LCP partner and head of CDC pensions, Steven 
Taylor. “The German system means you have to be 
within a unionised environment to use CDC.” This 
has restricted access to these pensions significantly: 
currently there are about 10 in operation, serving 
only about 100,000 members in total. 

In other European countries, such as Finland or 
Sweden, collective elements in occupational 
pensions take different forms. In Finland, a basic 
state pension is combined with a compulsory 
occupational pensions system based on company or 
industry-wide schemes. In Sweden, the second pillar 
of the pensions system is dominated by a handful of 
very large schemes reserved for different sets of 
public and private sector workers, governed by 
collective agreements with trade unions and other 
social partners.

The UK is not building a model for CDC 
pensions based on compulsion. But UK 
policymakers are in favour of further consolidation 
of the country’s many small workplace schemes. 

Increased use of both whole-of-life and retirement 
CDC may encourage further consolidation, which 
may make regulation of the country’s pensions 
system more straightforward.

“In the UK we have 5,000 DB schemes; and in a 
few years’ time there might also be 10 or 20 CDC 
schemes in the UK, so regulating those is going to 
be easier,” says Taylor. “Are they individually slightly 
more complex? Yes, but if you’ve got similar benefit 
structures being delivered by a smaller number of 
collective schemes it becomes easier to notice 
specific issues affecting individual schemes.”

PwC UK partner and pensions consultant, 
Minesh Rana, is not so sure: He points out that in 
the UK regulation of CDC schemes is considerably 
more complex than regulation of DC schemes, and 
will involve multiple regulators, with TPR in charge 
of trust-based workplace schemes, while the 
Financial Conduct Authority oversees pension 
providers’ retirement CDC products. 

One aspect of that regulatory complexity will be 
the rules governing how schemes and providers 
communicate with CDC scheme members, while 
also explaining how the CDC model works. 

“You need to focus on clearly articulating to 
members what they are getting: a targeted pension, 
most likely a higher pension than they would get 
with DC – but there are no guarantees,” says Taylor. 
“It’s important to get that message across in a way 
that is not scary.” 

Leppälä wonders if the persistence and 
redevelopment of collective elements in pensions 
represents a pushback against the trend in recent 
years of forcing more individuals to take on more 
risks through membership of DC schemes. He 
points out that the Wtp schemes in the Netherlands 
retain risk-sharing within a DC framework and 
suggests that we may see similar trends in other 
countries in future. 

Whether via DC or CDC arrangements, “sharing 
longevity risks is crucial for people entering the 
retirement phase,” says Leppälä.  

“These risks don’t go away; they come back to 
these individuals – and to society, in the end – if 
they can’t be shared. We hope that policymakers in 
Europe and elsewhere understand that.”

“BY POOLING CONTRIBUTIONS AND 

INVESTMENTS, RISKS ARE SHARED, AND 

COSTS ARE CONTROLLED”
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Financial 
Wellbeing

Pension schemes and providers are increasingly o� ering 

services that go beyond retirement saving. But as member 

expectations evolve and schemes look to improve engagement 

and retirement outcomes, where should they draw the line 

between providing a pension and supporting broader 

� nancial wellbeing, asks Pete Carvill 

E N G A G E M E N T
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“IT IS IMPORTANT TO THE EMPLOYER AND VALUABLE TO 

THE EMPLOYEE WHEN AN EMPLOYER TAKES AN ACTIVE 

ROLE IN FINANCIAL WELLBEING”

Financial literacy is one of those 
things where it is always better 
to have more than less; an 

informed population is one that 
makes better decisions when it 
comes to their retirement choices 
and provisions.  

“A financially literate population”, 
writes European insurance and 
reinsurance federation, Insurance 
Europe, in Advancing Financial and 
Insurance Literacy in the EU, “is 
more likely to grow long-term 
savings, invest confidently, and 
engage with capital markets.”

This, says Insurance Europe, is 
more than optimal, calling financial 
and insurance literacy the “essential 
foundations of financial wellbeing”.

The federation goes on: “When 
people understand how to manage 
risk, save, and plan for the future, 
they are better equipped to make 
informed choices, handle unexpected 
events, and achieve long-term 
financial goals. This strengthens 
individual resilience and contributes 
to the broader stability, inclusiveness, 
and sustainability of Europe’s 
financial system.”

And yet there is a gap to fill. In 
April 2023’s EU Barometer survey, 
fewer than one in five were said to 
have a ‘high level’ of financial 
literacy. And a joint survey by 
Insurance Europe and the European 
Youth Parliament found that just 11 
per cent of young people felt they 
received sufficient education in 
school to make informed financial 
and insurance decisions.

As Insurance Europe wrote, “in 
other words, eight out of ten young 
people lack the knowledge and tools 
needed early in life to confidently 
manage their finances and plan for 
the future. The resulting knowledge 
gap contributes directly to 
underinsurance, poor risk 
management, and low participation 
in long-term savings”.

Steps towards aiding financial 

provides a return on investment. 
Notably, the WTW Global Benefits 
Attitude Survey 2024 found that 
employees with financial problems 
are 1.9 times more likely to miss 
work and 1.6 times more likely to 
look for a new job. As such, it is 
important to the employer and 
valuable to the employee when an 
employer takes an active role in 
financial wellbeing.

The role providers can and 
should play
Funds and schemes are in a good 
position, with the requisite 
knowledge, to help promote financial 
literacy amongst their clientele. As a 
broad rule, an improvement in 
outcomes for customers means a 
better outcome for the fund or 
scheme.

Yet despite this expertise, providers 
cannot simply be a one-stop shop for 
all the needs of consumers.

Trafalgar House client director, 
Dan Taylor, says that there is a real 
appetite across the industry for 
coaching, budgeting tools, and 
wellbeing platforms. But while much 
of it is good, he adds, that’s not what 
the client is asking for. The thing 
they are seeking is much simpler – 
knowing what they have saved while 
also knowing that that figure is 
accurate.

He adds: “The role of the industry 
is narrower than the industry would 

literacy and wellbeing are also 
increasingly becoming part of the 
offerings from funds and schemes 
seeking to add value to their 
proposition. Recently, the Dutch 
fund PFZW partnered with the 
independent NSR Foundation’s 
Geldfit programme to provide its 
customers with what it called 
‘information, tips, and useful tools 
about money’. Those participating 
can take a two-minute test with 
Geldfit to see what their spending, 
saving, and investing habits are, the 
overall aim being for them to take 
control of their financial health.

There have been similar moves in 
the UK, with Royal London and 
Aviva launching new financial 
wellbeing services this year, while the 
Norwegian pension giant KLP and 
the pan-European firm Warren have 
also tried to tackle the same issue.

As Warren points out, “78 per cent 
of working people feel stressed about 
money. Not because they earn too 
little, because nobody ever taught 
them. Schools didn’t. The system 
won’t.”

And there is an argument that the 
promotion of financial literacy, as a 
workplace benefit, benefits both 
employees and employers.

“When an employer is looking at 
the best uses of their employee 
benefit spend,” says WTW DC 
consulting director, Stuart Arnold, 
“financial wellbeing is a key area that 
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like it to be. We’re well placed to 
make someone confident about their 
own pension. We’re not well placed 
to make them financially literate in 
general, and the two get conflated far 
too easily.”

PFA DK director of 
communications and business 
development, Tim Smidemann, also 
says that while providers can be 
hamstrung by not being able to solve 
all the challenges that relate to 
financial literacy, there remains a lot 
that they can do.

Fundamentally, Smidemann says 
that funds and schemes should take 
responsibility for explaining complex 
issues in plain language and showing 
customers the consequences of 
different choices. The focus should, 
he says, be on empowering people, 
but not trying to make them into 
financial experts.

There is also an argument that 
such education should come sooner, 
before the customer even becomes a 
customer. Once someone takes an 
independent interest in their pension, 
the day may already be a little late.

Cartwright Employee Benefits 
employee benefits lead, John 
Mulally, has an idea of what he 

information explains options and 
concepts. Advice is personal and 
takes the individual’s circumstances, 
goals, and risk tolerance into 
account. Providers should always be 
clear about whether they are offering 
information, guidance, or a specific 
recommendation.”

An intriguing proposition
There is perhaps a role for the 
industry to come together and create 
a space between its component 
organisations to promote financial 
literacy. In the UK, the industry was 
able to coalesce around pension 
tracking. If advice was to kept broad 
and generic, improving overall 
literacy rather than providing 
guidance, might there be a role for 
pension providers to tackle this en 
masse rather than through 
individual attempts?

“Providers could collaborate,” 
says Smidemann, “on neutral and 
easy-to-understand information 
about pensions, costs, risk, inflation, 
insurance, and the importance of 
saving early. Competition should 
remain on products and services, 
while cooperation can help make 
the system easier for everyone to 
understand.”

Taylor agrees that an industry that 
can agree common standards for 
finding pensions can do the same for 
explaining them. He adds that 
consistent language would do more 
for public understanding than a 
hundred initiatives all saying the 
same thing with slightly different 
wordings.

But any such road would be a long 
and hard one.

He adds: “Whether it actually 
happens is a different question, and 
I’d be less hopeful there. Engagement 
has quietly become competitive 
ground. Tools, apps, modelling, 
guidance journeys − it’s all part of 
how providers and administrators 
win work now.”

80 www.europeanpensions.net

would like to see.
He says: “I would like to see 

pension providers becoming much 
more involved in financial education 
from an earlier age. Rather than 
waiting until someone joins their 
workplace pension, providers could 
work alongside schools and colleges 
to introduce younger people to the 
basics of pensions and long-term 
saving. In the past, banks regularly 
visited schools to teach children 
about opening their first savings 
account and the value of managing 
money responsibly.”

The line between advice and 
adviser
The provision of information to 
customers of their options and 
resources walks a fine line. While 
many regulators would appreciate 
the engagement between the 
industry and the general public, 
there will naturally be a wariness 
over what that advice is. Informing 
someone is one thing, but it is 
another to use that opportunity to 
try and guide them down a path − 
especially if that path ultimately 
benefits the fund or scheme.

For Arnold, the boundary between 
giving advice and being an adviser is 
whether the customer is being helped 
to understand their choices or being 
told which choice is right for them. 
While a member can be told what 
their options are and what each 
option means, being told which 
option to pick seems to cross that line.

“That distinction is well 
understood in administration, and 
it holds up under pressure,” says 
Taylor. “The space in between is 
where it gets awkward, and the 
regulatory boundary there is 
moving. Whatever lands, the 
safeguard is the same. Accuracy. A 
projection that’s materially wrong 
isn’t guidance, it’s misinformation 
with a friendly interface.”

Adds Smidemann: “General 

“I WOULD LIKE TO SEE 

PROVIDERS BECOMING 

MORE INVOLVED IN 

FINANCIAL EDUCATION 

FROM AN EARLIER AGE”
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What’s your employment 
history (including jobs outside 
of pensions)? 
I began my career in what had been 
my hobby: restoring classic cars. 
After countless visits to my local 
Volvo dealership, the parts manager 
offered me a job in the parts 
department. A few years later, I 
enrolled at university to study 
political science and urban and 
regional planning. 
During my studies, I learned that I 
was going to become a father. I 
decided to take what I thought would 
be a short break from academia and 
spend a year working in 
pensions. That ‘one-year 
break’ turned into a 
career, and I am now in 
my 26th year in the 
pensions industry.

What’s the biggest 
misconception people have about 
pensions?
That your retirement outcome 
depends on selecting the single best 
fund from hundreds of available 
equity funds. In reality, a good 
pension is built through the right 
asset allocation, low fees, and, above 
all, patience.

What was your dream job as a 
child?
To become a police officer or an 

 archaeologist. Becoming a 
pension expert was nowhere near 

the top of my list...

Do you have any hobbies or things 
you love doing in your free time?
My passion for classic cars 
has never faded, 
and I’m currently 
restoring a 1958 
Volvo PV544. I 
also enjoy 
improving my 
modest summer cottage. As a 
contrast to my largely abstract work, 
I enjoy working with my hands in my 
spare time.

Is there a particular sport/
team that you follow?
Not really, to be honest. I 
can become fascinated by 

many things, but sports have 
never been one of them.

What was the last book you read 
that you really enjoyed?
This summer, I reread Homo Deus: A 
Brief History of Tomorrow by Yuval 
Noah Harari. It’s one of 
those rare books that 
rewards a second 
reading, and one of 
my goals this year is 
to persuade my 
daughters to read it 
as well.

What’s your go-to karaoke 
song?
Ride On by AC/DC. 
Whatever happens during the 
performance, one thing is certain: the 
audience will get to hear one of the 
greatest guitar solos of all time.

What’s one of the most 
interesting places you’ve 
travelled to?

I’m fascinated by Sweden’s indus-
trial history, so some of the most 

interesting places I’ve visited are old 
ironworks, mines, and historic indus-
trial communities around the 

country. I often try to persuade 
my family to come along. On 

rare occasions, I even 
succeed.

If you could meet any 
historical figure, who would 

it be and why?
That’s a tough one. Probably Gustav 
Vasa, the king widely 
regarded as the founder of 
modern Sweden, who 
laid the foundations of 
the country in the early 
16th century.

Is there an inspirational 
quote/saying you particularly like?
“The best time to plant a tree was 
20 years ago. The second best time 
is now.”

Behind the wheel
Alecta pension economist and spokesperson, Sta� an 
Ström, shares his passion for classic cars, his interest 
in Swedish history, and what he believes is the 
biggest misconception about pensions

Q & A

Is there a particular sport/

many things, but sports have 
never been one of them.

country. I often try to persuade 
my family to come along. On 

rare occasions, I even 
succeed.

If you could meet any 
historical figure, who would 

history (including jobs outside 
 archaeologist. Becoming a 

pension expert was nowhere near 

My passion for classic cars greatest guitar solos of all time.

I’m fascinated by Sweden’s indus-
trial history, so some of the most 

Whatever happens during the 
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Pension
Reform

Ageing populations are forcing European 
governments to revisit questions that have 
shaped pension policy for decades: How 

long should people work? How generous can state 
provision remain? And where should private and 
occupational pensions play a greater role?

The OECD’s latest economic surveys show these 
questions are becoming increasingly urgent, 
although its recommendations vary sharply from 
country to country. In some of Europe’s more 
generous first-pillar systems, the emphasis is firmly 
on fiscal sustainability, later retirement and tighter 
early-retirement routes.

Elsewhere, particularly where future public 
pension provision is expected to be less generous, 
the OECD is placing more weight on funded 
retirement saving, occupational pension coverage 
and second-pillar participation.

The organisation’s latest recommendations 
therefore give a snapshot of the very different 
stages of pension reform across Europe.

From France and Hungary to Estonia and 

Slovenia, a series of recent Organisation for 

Economic Co-operation and Development 

(OECD) Economic Surveys has placed 

pension reform firmly on the agenda. 

Callum Conway rounds up the organisation’s 

latest country recommendations and the 

very different retirement challenges facing 

policymakers across Europe

Savings  
under scrutiny

R E F O R M
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HUNGARY
Retirement age should move with 
longevity
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Hungary received one of the OECD’s clearest calls for 
further pension reform, with the organisation warning 
that ageing-related spending pressures would place 
increasing strain on the public finances.

Pension expenditure is projected to increase by 4.4 
percentage points of GDP by 2070, while the statutory 
retirement age, currently 65, is not linked to life 
expectancy. Therefore, the OECD recommended 
gradually linking the retirement age to longevity. 

Under one scenario examined in the report, which 
reflected two-thirds of future gains in life expectancy 
in the retirement age, it could rise to around 67 by 
2045 and 69 by 2070.

The Women-40 scheme was another focus. It 
enables women to retire after 40 years of eligibility 
without an actuarial reduction, contributing to almost 
half of women retiring before the statutory age, at an 
average age of around 60.

The OECD suggested linking the 40-year 
requirement to developments in life expectancy, 
while retaining scope for some early retirement with 
actuarial reductions.

It also questioned the cost of additional pension 
payments, recommending that Hungary consider 
capping the 13th- and 14th-month pension benefits, 
for example, at the average pension level, to protect 
lower-income retirees while limiting payments to 
those on higher pensions.

France’s pensions debate remains dominated by 
retirement age, and the OECD’s latest 
recommendations offered little support for stepping 
back from reform.

The organisation said implementation of the 
suspended 2023 pension reform should resume from 
2028, ultimately raising the statutory retirement age 
from 62 to 64. It also suggested that this may not be 
sufficient over the longer term.

Indeed, public pension spending stood at around 
14.1 per cent of GDP in 2025 and, even with the 2023 
reform implemented, is projected to remain at around 
this level over coming decades.

Meanwhile, the French Pensions Advisory Council 
expects the pension system’s financing requirement 
to increase over the longer term.

The OECD therefore argued that France should 
consider moving its statutory retirement age closer to 
that of comparable countries and linking it to changes 
in life expectancy.

Such a move, it claimed, could deliver a double 
benefit by reducing pension expenditure while 
increasing labour supply and tax revenues.

Austria’s pension system also attracted scrutiny 
because of the scale of first-pillar expenditure.

Public pension spending is among the highest in 
the OECD, at around 14.7-14.8 per cent of GDP, and is 
expected to continue increasing until around 2035.

Austria is already gradually raising women’s 
statutory retirement age from 60 to 65 between 2024 
and 2033, bringing it into line with men.

But the OECD called for further changes to 
guarantee long-term sustainability.

Its central recommendation was to link the 
statutory retirement age to future gains in life 
expectancy, with continued restrictions on early-
retirement routes.

It also suggested a modest reduction in pension 
accrual rates, which remain among the highest in the 
OECD, and reform of pension indexation so 
adjustments differ between lower and higher pensions.

Austria has already tightened access to its corridor 
pension, with the required contribution period 
gradually increasing from 40 to 42 years and the 
minimum entry age moving from 62 to 63.

Slovenia illustrates a different challenge, with the 
OECD focusing not only on the sustainability of the 
public pension system but also on the 
underdevelopment of private retirement provision.

Recent reforms will gradually raise the statutory 
retirement age from 65 to 67 between 2028 and 2035 
for those with at least 15 years of contributions. Those 
with 40 years of contributions will be able to retire 

FRANCE
Resume reform and consider going 
beyond 64

AUSTRIA
Reduce the cost of one of the OECD’s 
most expensive systems

SLOVENIA
Build the second pillar alongside 
retirement-age reform
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The OECD warned that old-age poverty could 
increase without further policy intervention, partly 
because future pension replacement rates are low.

The report noted that the contributory minimum 
pension after a full 43-year career was equivalent to 
about 17 per cent of the average wage in 2024, 
while non-contributory old-age safety-net benefits 
were roughly 10 per cent.

The OECD therefore recommended increasing 
minimum pension provision and strengthening the 
safety net for older people.

It also acknowledged concerns about access 
to contributory pensions after the minimum 
contribution period was increased from 15 to 
20 years.

Alongside adequacy, funded pensions remain an 
important part of the debate. 

The OECD has voiced concerns about measures 
that temporarily shift contributions away from the 
funded second pillar towards the first pillar and has 
stressed the importance of maintaining strong 
long-term retirement savings.

As in several other countries, longevity also 
features in the recommendations, with greater 
alignment between retirement-age rules and rising 
life expectancy seen as a potential way to 
strengthen sustainability.

Italy’s pension system is another of Europe’s most 
expensive, with pensions accounting for a very high 
share of public spending.

Its statutory retirement age is 67, while future 
increases are linked to life expectancy.

The OECD welcomed the 2026 Budget’s decision 
not to extend the temporary Quota 103 and Opzione 
Donna early-retirement programmes and to maintain 
planned increases linked to longevity.

However, it warned that breaking the life-
expectancy link would produce lasting fiscal pressures 
and reduce labour-force participation.

Instead, the organisation recommended 
rationalising the remaining early-retirement pathways 
and improving older workers’ ability to remain in 
employment, including through skills development 
and opportunities to move away from physically 
demanding occupations.

At the same time, supplementary pensions are 

without penalty from 62 rather than 60.
Regardless of these changes, the OECD said Slovenia 

should consider linking its minimum retirement age to 
life expectancy over the medium term.

However, its recommendations also placed 
considerable emphasis on occupational pensions. 

In Slovenia, private pensions remain 
underdeveloped, and the OECD recommended 
employer matching contributions or automatic 
enrolment in occupational pension schemes to 
increase retirement savings. It also called for 
continued efforts to raise awareness of workplace 
pension provision and to foster greater competition 
among providers.

Estonia’s challenge is less about the cost of generous 
public provision and more about ensuring sufficient 
private savings as the role of state pensions declines.

A 2021 reform gave individuals broad freedom to 
withdraw their second-pillar pension savings. Around 
one-third of contributors subsequently withdrew their 
funds, equivalent to approximately 4.6 per cent of 
pre-reform GDP.

Although assets have since recovered, participation 
and contribution levels remain a concern.

The OECD argued the future old-age provision 
would increasingly depend on private savings and 
called for clearly defined conditions around 
withdrawals from the second pillar. It also 
recommended measures encouraging workers who 
have withdrawn their savings to make up for missed 
contribution years.

At present, those leaving the second pillar cannot 
rejoin for 10 years, although the government has 
proposed reducing this to five years. The OECD went 
further, recommending abolition of the existing 
10-year re-entry rule and a review of the favourable 
tax treatment of third-pillar payouts.

Latvia faces an especially difficult balancing act 
between retirement adequacy and system 
sustainability.

ESTONIA
Rebuild second-pillar saving after 
liberalisation

LATVIA
Address poverty while protecting 
funded provision

ITALY
Preserve life-expectancy link and 
avoid reopening early retirement
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becoming more important in Italy.
Around 10 million workers were enrolled in 

supplementary pension schemes by the end of 
2024, although total assets covered just 10.8 per 
cent of GDP.

Other recent reforms have strengthened automatic 
transfer of severance pay contributions into private 
pension funds unless workers opt out, while the 2026 
Budget introduced more incentives to participate in 
the pension system.

Portugal already goes further than many countries in 
adapting retirement ages to demographic change.

Its statutory retirement age is linked to life 
expectancy and increased to 66 years and nine 
months in 2026.

However, the minimum age for early retirement 
remains fixed at 60 for those who meet the 
relevant contribution requirements.

The OECD recommended extending life-
expectancy indexation to that minimum age.

It also suggested reviewing early-retirement 
arrangements for specific professions and 
strengthening incentives for workers to delay 
retirement.

The report noted that around 20 per cent of new 
retirees with full contribution histories in 2023 had 
retired before the age of 60.

Although Portugal’s statutory and effective 
retirement ages are already comparatively high, the 
OECD argued that further changes may be needed, 
as pension expenditure is expected to increase 
until the mid-2040s.

At the same time, it cautioned that reform should 
protect retirement adequacy, particularly for 
workers on low incomes or in physically 
demanding occupations.

Romania’s recent pension reforms received a more 
positive assessment, although the OECD urged the 
country to maintain momentum.

The 2024 reform changed benefit calculations, 

strengthened the relationship between contributions 
and pensions, and contained measures designed to 
improve long-term sustainability.

In addition, the retirement age for women is being 
increased, while the overall retirement age is due to 
become linked to life expectancy from 2035.

Alongside the public system, Romania’s mandatory 
second-pillar defined contribution scheme is expected 
to become more important.

OECD modelling suggested that, once mature, the 
DC system could add around 20 percentage points to 
the replacement rate of a median worker who entered 
the labour market in 2022.

Meanwhile, recent measures have also removed 
exemptions from second-pillar participation for sectors 
such as IT, construction, agriculture, and food, thereby 
widening coverage.

The OECD noted that the combination of public and 
private mandatory pensions could produce 
replacement rates above the OECD average, and noted 
that the 2024 reform had been effective in improving 
outcomes for lower earners.

However, it also stressed the need to complete 
reforms to special occupational pensions and maintain 
the contributory principle.

 Different systems, similar 
 demographic pressure 

The OECD’s recommendations differ across Europe, but 
the direction of travel is clear. 

Countries including Hungary, Austria, France and 
Italy face pressure to contain public pension costs and 
encourage longer working lives, while Estonia, Slovenia 
and Romania are being pushed towards stronger 
funded and occupational provision.

Latvia highlights the continuing adequacy challenge, 
while Portugal shows how longevity links could 
increasingly extend into early-retirement rules.

A common theme is the greater use of automatic 
mechanisms, including retirement ages linked to life 
expectancy and default participation in private 
pensions. These can reduce the need for repeated 
reforms, but they do not remove difficult trade-offs 
around adequacy, coverage and the ability of different 
workers to remain in employment for longer.

Across Europe, ageing populations are forcing 
governments to rebalance public provision, funded 
saving and working lives. The solutions remain national, 
but the overall direction is towards later retirement, 
stronger supplementary pensions and systems that 
adjust more automatically to demographic change.

PORTUGAL
Extend longevity link to early 
retirement

ROMANIA
Protect second-pillar gains and 
continue reform
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European pension funds remain committed to 

sustainable investing, but approaches are evolving 

to meet new demands and a changing world,  

says Lynn Strongin Dodds

Moving with 
the times

S U S T A I N A B I L I T Y
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Despite political headwinds in 
the US and cost of living 
concerns, European pension 

funds remain firmly committed to 
sustainable investing. They have 
been at the forefront of this type of 
investing over the past decade, but 
their approaches have become more 
comprehensive and refined. Today 
data-driven research, detailed 
analytics, risk management tools and 
active engagement are key 
components.

As Robeco pension & insurance 
solution specialist, Lukas Steyn, puts 
it, 10 years ago, responsible 
investment for many pension funds 
focused primarily on negative 
screening and omissions, sitting 
alongside the ‘real’ portfolio rather 
than being embedded within it. 

Instead, he notes, sustainability 
considerations are now integrated 
into investment decision-making, 
with financially material 
environmental, social and governance 
(ESG) factors incorporated across 
investment processes, with 
stewardship becoming a core 
investment tool rather than a bolt-on.

Invesco head of sustainability 
strategy EMEA and private markets, 
Maximilian Kufer, also highlights 
the growing focus on systemic risks 
and outcomes. He explains that 
pension funds increasingly measure 
success not by the number of policies 
adopted, but by whether 
sustainability-related considerations 
are improving investment decisions, 
strengthening portfolio resilience 
and supporting long-term value 
creation. 

Leading the way are the Nordic 
and Dutch pension funds, which 
have put active ownership front and 
centre. For example, the €533 billion 
Stichting Pensioenfonds ABP, The 
Netherlands’ largest pension fund, 

has moved from a static screening 
approach to a more outcome-driven 
stewardship and active ownership. 
Meanwhile, the €266 billion 
Pensioenfonds Zorg & Welzijn 
(PFZW) for healthcare and social 
welfare, alongside fund manager 
PGGM, launched a ‘3D’ framework 
whereby financial performance, risk, 
and sustainability impact are 
weighed equally.

Although Dutch and Nordic 
pension funds have been long-term 
sustainable investors, regulation has 
also promoted a shift. The most 
notable are Solvency II for insurance 
companies and the IORP II Directive 
which requires occupational pension 
funds (IORPs) to integrate ESG 
issues into risk management and 
investment decisions. 

There is also the Sustainable 
Finance Disclosure Regulation  
(SFDR) which aims to mitigate 
greenwashing and provide a more 
detailed framework to, among other 
things, help investors compare and 
contrast. There is a new version, 
SFDR 2.0, currently working its way 
through the EU regulatory maze 
with the goal to simplify the original 
framework from a complex 
disclosure regime into a clearer, 
product-categorisation system. 

European regulation is doing the 
heavy lifting for pension funds 
through tightening up what qualifies 
as an ‘ESG’ or ‘sustainable’ label, with 
less room for discretion on 

sustainability claims, according to 
Allianz Global Investors lead of 
sustainability strategists, Dennis Baas. 

While legislation has been a driver, 
market participants also believe that 
European pension funds have a 
greater sense of fiduciary duty and 
current events have only 
strengthened their resolve. As M&G 
global head of ESG distribution, 
Kelly Hébert, notes, for many 
pension schemes, ESG integration 
has been approached through the 
lens of fiduciary responsibility. This 
not only means understanding 
financially material long-term risks 
but also the opportunities on behalf 
of their beneficiaries. 

“As a result, while the language 
and sentiment around ESG may have 
changed considerably, we have seen 
much less fundamental change in 
the way many pension funds 
approach these issues,” she adds.

There has been no shortage of 
challenges. Over the past six years, 
they have had to deal with the fallout 
of Covid, the Ukraine war, conflicts 
in the Middle East, and US 
vacillating tariff policies. Moreover, 
environmental threats, albeit not 
new, have become even more 
pressing given the past summer 
where the region was hard hit by 
extreme heat, wildfires and floods.

This contrasts with the US, where 
there has been a backlash to ESG 
investing. This has prompted some 
to change their allegiance this year 
with BlackRock losing two Dutch 
pension mandates − PME Group and 
PFZW − worth a combined €19 
billion due to its approach to climate 
action. State Street suffered the same 
fate earlier in 2025 with the UK’s 
People’s Pension fund pulling its £28 
billion mandate.   

Although some may be 
withdrawing from US asset 

“SUSTAINABILITY 

CONSIDERATIONS ARE 

NOW INTEGRATED INTO 

INVESTMENT DECISION-

MAKING”
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managers, they are also expecting 
much more from their European 
fund managers.  Schroders global 
head of sustainable investment, 
Andrew Howard, notes that 
sustainable investment strategies 
have become more focused and data-
driven over the past decade. Asset 
owners are increasingly setting 
specific priorities and targets and 
paying closer attention to the 
relationship between sustainability 
objectives and investment 
performance.

Take climate. The conversation has 
matured significantly, according to 
Steyn. He explains that five years 
ago, much of the focus was on 
portfolio decarbonisation, climate 
targets and Paris-Aligned 
Benchmarks (PABs). Many investors 
looked at reducing portfolio carbon 
intensity and demonstrating 
alignment with net-zero pathways.

Today, he says there is a shift 
towards climate transition investing. 
Pension funds are increasingly 
interested in whether companies 
have credible transition strategies, 
how investors can finance climate 
solutions, and how stewardship can 
support decarbonisation among 
high-emitting sectors. In other 
words, the emphasis is moving from 
portfolio alignment towards real-
world alignment.

In addition, many pension funds 
are also looking at the wider 
sustainability picture and the 
interconnected risks and 
opportunities. Hébert explains that 
while climate remains important, it 
is no longer the only sustainability 
issue on the agenda.

She believes that biodiversity and 
nature-related risks are becoming 
more prominent, alongside social 
considerations and the broader 
implications of the energy transition. 
Increasingly, pension funds are 

looking at the interaction between 
these issues rather than treating 
them in isolation.

This more comprehensive view 
requires greater resources, and it is 
no surprise that pension funds are 
turning to advanced technology 
across not just for sustainable 
investments but across the 
investment horizon. Recently, large 
pension funds across the Nordic 
region have embraced the rapidly 
developing technology, to both 
reduce costs as well as improve 
performance and gain insights. They 
are, though, proceeding slowly due 
to concerns about aspects of AI 
integration and adoption such as 
data privacy and ethics.

In terms of ESG integration in 
particular, Ninety-One global 
sustainable equity portfolio manager, 
Stephanie Niven, notes that AI 
adoption is proving a multifaceted 
challenge and opportunity that will 
impact strategies in various ways. 

On the positive side, she says it’s 
helping address the perennial issue 
of data to inform ESG analysis with 
large language models’ capability to 
analyse a breadth and depth of 
unstructured data that is 
predominant in ESG analysis. 
However, AI is a significant 
accelerator of a range of ESG risks – 
product safety; cyber security and 
data protection, human rights as well 
as the environmental impacts of 
energy and water use required for 
the growth in compute capacity. 

“Understanding these risks and 
ensuring companies are addressing 
these, while capturing the 
opportunities that AI brings for 
productivity, as well as potential 
social and environmental benefits 
(e.g. health services; energy 
efficiency) is top of mind for many 
responsible investing teams,” she 
adds.

There has also been progress in 
the tools pension funds use to 
measure the success of ESG policies. 
Baas points to ESG scoring, 
emissions-reduction trajectories, as 
well as related engagement and proxy 
voting data. He notes that the most 
advanced funds maintain broader, 
more granular dashboards with 
more specific data.  

These might comprise Sustainable 
Development Goals (SDG) 
alignment, dated decarbonisation 
targets, transition-financing 
volumes, biodiversity footprint, EU 
taxonomy alignment and principal 
adverse impact (PAI) indicators. The 
list could also include key 
performance indicators (KPIs) by 
asset class and very specific 
measures on thematic engagement 
and proxy voting.

However, assessing success may 
still prove difficult. It is not 
straightforward, according to Global 
Evolution senior corporate ESG 
analyst, Ethan Gibbs. He points out 
success can mean different things 
depending on an investor’s 
objectives. 

For some funds, it may be linked 
to achieving sustainability or impact 
related goals, for others it could be 
maintaining returns while avoiding 
controversial sectors. There are also 
those where ESG may be a form of 
risk management and this would 
entail avoiding materialisation of 
these risks or underperformance 
caused by these risks.

“IN OTHER WORDS, THE 

EMPHASIS IS MOVING FROM 

PORTFOLIO ALIGNMENT 

TOWARDS REAL-WORLD 

ALIGNMENT”
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European pension funds are piling up more 
resources into private markets, in a partial 
reshaping of their portfolios aimed at including 

additional less-liquid but potentially higher-return 
assets, schemes, consultants and asset managers say. 

The reasons behind the increase range from 
regulatory changes to national government initiatives 
aimed at mobilising private assets into domestic 
economies and the desire of pension funds to 
increase the protection of their portfolios from the 
volatility of public markets.

These more recent drivers towards private markets 
add to the traditional factors that attracted pension 
funds to these types of assets for the past two 
decades: the search for additional yield and 
protection from inflation coupled with the ability, as 
long-term investors, to tolerate a certain degree of 
illiquidity in their portfolios.

In its 2026 Private Markets Study published in 
January, Aviva Investors found that the average 
private market allocation by European institutional 
investors had risen to 12.1 per cent of overall 
portfolios. It also found that global institutional 
investors’ allocation to private markets rose to 12.5 
per cent of their assets under management.

The research found that 88 per cent of global 
institutional investors planned to increase or 
maintain private markets allocations over the next 
two years, with 76 per cent expecting private markets 
to outperform public markets over the next five 
years.

European pension funds’ plans are increasingly 
turning into concrete decisions.

UK’s Nest said in July it would expand its 

Giovanni Legorano examines the 

growing appeal of private markets 

among European pension funds and 

their prospects for continued growth

Building blocks 
of the future

P R I V A T E  M A R K E T S
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“WE SEE GROWING INTEREST IN  

PRIVATE MARKETS AMONG OUR PENSION 

FUND CLIENTS” 

investment in “high-growth private companies” 
through the creation of a dedicated venture capital 
sleeve, managed by Schroders Capital. The initial 
£200 million allocation to Schroders is part of a 
total £1 billion in fresh resources to be invested in 
venture capital.

The £68 billion pension scheme’s additional 
investment in venture capital followed an initial 
commitment of £450 million to be deployed over 
multiple years to Crescent, an alternative credit 
investment firm, to further strengthen its exposure 
to private direct lending.

Both moves are part of the UK state-backed 
scheme’s plans to increase its investments in private 
markets from 18 per cent to 30 per cent of its assets 
under management by 2030. 

Similarly, Italy’s pension fund Enpam unveiled 
plans in mid-July to allocate €100 million to 10 
different venture capital funds, which invest in 
Italian companies, and €30 million to real estate, 
including student housing.

A July report by the De Nederlandsche Bank 
(DNB) found that not only did Dutch pension 
funds’ investments in private assets rise to 23 per 
cent of their assets under management in 2025, 
from 21 per cent in 2021, but also that several 
schemes expected to increase their strategic 
allocation to private assets over the next five years 
− partly due to the transition to the new Dutch 
pension contract.

The new rules under the Future Pensions Act, 
introduced in phases since 2023, free Netherlands-
based funds from committing to a defined 
retirement payout for workers and allow more risk 
to be taken, including reducing the money kept in 
lower-yielding but liquid government debt.

“We see growing interest in private markets 
among our pension fund clients,” says Dutch 
pension fund investment manager APG’s chief 
investment officer, private markets, Patrick 
Kanters.

“A key reason is that an increasing share of the 
global investment universe is now found in private 
rather than public markets. Long-term investors 
should have exposure to the broad opportunity set.”

He adds that the new Dutch pension system also 
creates more room to assess long-term risk premia 
economically (versus rules driven), while private 
markets can also offer greater opportunities for 
real-world impact because investors are often 
“closer to the underlying asset or company”.

Kanters continues that geopolitical tensions, 
climate risks and a more fragmented global 
economy increase the potential for future volatility 
and, possibly, inflation. “This strengthens the case 
for resilient and diversified portfolios with 
meaningful allocations to assets such as 
infrastructure,” he says.

Investors’ appetite for more private markets 
assets is primarily a feature of defined contribution 
schemes, especially in the UK.

In May last year, several UK schemes signed the 
so-called Mansion House Accord, a voluntary, 
industry-led agreement, pledging to achieve a 
minimum allocation of 10 per cent of their assets 
to private markets across all main default funds in 
their DC schemes by 2030 − with at least 5 per cent 
of the total going to UK private markets.

“The Mansion House Accord falls into this 
category of policy initiatives where the government 
is trying to nudge the DC market to consider these 
value-added strategies,” explains Legal & General 
head of diversified strategies, Martin Dietz.

He adds that, over the past three years, there has 
been a focus on trying to find better ways of 
running DC schemes with more value-added 
strategies. “Where people are willing to pay a bit 
more is very much on private markets,” says Dietz, 
who also manages L&G’s Private Markets Access 
Fund.

“Both the Financial Conduct Authority, the UK 
regulator, and the government have been pushing 
in this direction because they have an interest in 
people having enough when they retire. And they 
also want to have some of these resources invested 
domestically,” he says.

The investment universe under the category of 
private markets has broadened considerably, 
including a variety of assets ranging from private 
equity to private debt, infrastructure and also direct 
investment in secondaries. 

A feature of the debate at the pension fund level 
is whether their focus should be more on private 
equity, a more traditional private markets asset, or 
on private debt, an asset which has increasingly 
attracted schemes’ attention more recently.

“Private debt and private equity play a similar role 
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In his opinion, the debate oscillates. 
“When rates were incredibly low, places like the 

private credit markets would give you pretty 
healthy levels of return for senior secured assets, 
relatively low loss and given default risk 
outcomes,” he says.

However, currently, with higher levels − or 
persistently higher levels − of interest rates, he 
argues that investors get to the point where they 
have to appraise: ‘What is the level of risk 
acceptance and the level of return the market is 
going to give me? Do I still feel that equation 
balances?’

Finnish pension provider Veritas portfolio 
manager, private equity, Jussi Häkkinen, says there 
isn’t a universal answer to the private equity versus 
private credit question. 

“For us, it’s clear that the current priority is to 
build both private equity and credit exposure 
further. Private equity gives us access to long-term 
company growth and higher return potential, 
while private credit provides contractual income, 
greater seniority and also downside protection,” he 
says.

He adds that the lower valuation frequency of 
private markets investments is an important 
feature.

“This is because it helps smoothen the reported 
volatility and it reduces the impact of short-term 
market noise,” he says. “We don’t have to pay too 
much attention to what’s going on in the public 
markets and to the ups and downs of the cycle.”

Commenting on whether private equity or 
private credit suits pension funds’ strategic 
investment needs better, Kanters says that it isn’t 
“really an either-or decision”, because the two asset 
classes serve different purposes. 

“For many pension funds, both can add value. 
The real question is not which asset class is better, 
but whether it improves the overall portfolio’s 
expected return, diversification, liquidity profile 
and ability to deliver long-term pensions,” he says. 
“A combination of the two is an interesting 
addition to a traditional portfolio of public equity 
and bonds.”

in a portfolio to bonds and stocks,” says M&G 
Investments global head of client group, Neil 
Godfrey. “Pension funds’ assessment is based on 
whether they want to lend money to an enterprise 
and collect a healthy income in the form of debt, or 
whether they want to invest in an asset to capture 
more growth-like equity-like returns.”

He adds that the intersection of certain parts of 
the private credit market may actually cross over 
with some of the less high risk, more conservative 
end of the private equity market. 

“The choice ultimately boils down to the risk 
budget of pension schemes. Do you want to put 
more capital at risk to generate those returns, or 
would you prefer to stay within a lower level of 
capital at risk to generate those returns?” he asks.

“PRIVATE EQUITY GIVES US ACCESS TO LONG-

TERM COMPANY GROWTH AND HIGHER 

RETURN POTENTIAL“
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Diversification remains, in our view, ‘the 
only free lunch in investing’, as 

observed by Harry Markowitz. With €1 
billion of new capital, we would seek to 
build a diversified portfolio designed to 
perform across market cycles rather than 
rely on any single theme or region. We 
would combine passive exposure to core 
asset classes − equities and bonds − with 
active strategies that may offer less 
correlated returns, alongside selective 
private market allocations.

Within equities, we would remain 
constructive but diversify beyond US large 
caps (which are dominated by tech stocks) 
by including emerging markets and small-
cap stocks. In fixed income, we would 
spread risk across government, corporate, 
investment-grade, high-yield, emerging 
market and inflation-linked debt. We would 
also consider liquid alternatives and private 
market strategies that add diversification, and access to 
return drivers less dependent on public markets. 

We would seek to avoid concentration risk, stretched 
valuations and areas where expectations already appear 
fully priced. Our allocation decisions would be driven 
primarily by diversification, inflation protection and 
portfolio resilience − aiming to improve downside resilience 
through periods of sustained negative performance, whilst 
recognising that losses remain possible.

ORLA AHERNE, Mercer Ireland head of investment 

Ask the industry: 
Imagine you have €1 billion (or equivalent value in local currency) of new capital to 

invest today for your pension fund/pension fund client. How would you allocate it, what 
opportunities would you avoid, and what factors would most in� uence your decisions?

I N V E S T M E N T

If I had €1 billion to invest today for long-term pension 
commitments, the goal would not be to predict the next 

market winner. Instead, I would build a diversified all-
weather portfolio: 20 per cent high-quality bonds and 
credit, 40 per cent listed equities across regions, 15 per 
cent private companies, 15 per cent real estate and 
infrastructure, and 10 per cent in liquid or strategic 
opportunities. I would avoid complicated, highly 
leveraged assets and fashionable themes whose 
valuations assume perfect outcomes. Decisions would be 
driven by expected risk-adjusted returns, liabilities, 
inflation sensitivity, liquidity, fees, governance, and 
sustainability. The priority would be resilience: preserving 
flexibility while compounding capital steadily enough to 
meet pension commitments across different economic 
and market environments.

MATTIAS MUNTER
Skandia pension economist and head of public affairs
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There is a pension reform 
taking place in Finland. The 

reform allows us to increase our 
portfolio allocation to equities. 
Thus, additional new money 
would go to equity markets. But 
of course, depending on the 
prevailing market situation and 
valuation.

ANNIKA EKMAN
 Ilmarinen CIO
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If we were allocating €1billion of new pension 
capital today, artificial intelligence and digital 

infrastructure would be among the highest-
conviction themes under consideration. Artificial 
intelligence has moved from a speculative theme 
to materially shaping markets, capital expenditure 
and the real economy. In our view, the AI 
revolution is real, substantial and still in its early 
stages. As the implications of AI stretch across 
asset classes, regions and sectors, it has the 
potential to create a wide set of winners and 
losers across portfolios. A Total Portfolio Approach 
is thus essential to assess the investment 
opportunity.

Much of the market debate has focused on the 
largest US hyperscalers, listed technology 
platforms and leading private AI laboratories. 
These businesses are clearly important to the 
theme, but their valuations already reflect a great 
deal of optimism. We think investors need to also 
consider opportunities beyond the largest and 
most visible beneficiaries. Value could accrue to 
chipmakers, cloud providers, data centre owners, 
AI labs, energy providers or a broader ecosystem 
of enabling technologies.

Data centres are a newer addition to the 
investment universe and represent the physical 
infrastructure required to house, power and cool 
the servers that train and run AI models. If AI 
adoption continues, demand for compute 
capacity should rise materially. Renewable energy 
has become an increasingly attractive indirect 
beneficiary of AI-driven infrastructure growth and 
would therefore rank highly among the areas we 
would consider for incremental allocations.

Listed data centre companies and infrastructure 
securities provide one route to access the trend, 
but a significant share of the opportunity is in 
private markets where we have invested through 
specialist funds, development platforms and 
direct co-investments. For an investor deploying 
substantial capital, private market opportunities 
can be particularly attractive because they 
provide access to parts of the value chain that are 

often unavailable in public markets.
However, if allocating a €1 billion portfolio 

today, we also need to remain alert to the risks. 
Some existing business models may face 
disruption, such as software and SaaS companies 
which are already under pressure around pricing 
power and competitive advantage as AI lowers 
the cost of producing software and automating 
white-collar workflows. Another important 
consideration is that transformative technologies 
rarely follow a straight line. As capital flows into a 
new theme, periods of exuberance, sharp 
corrections and excessive valuations are often 
part of the price discovery process.

For long-term investors, maintaining 
diversification, discipline around valuations and 
concentration risk will be just as important as 
identifying the opportunities themselves.

MARTIN DIETZ
L&G head of diversified strategies

Decisions on the strategic asset allocation are 
based on our long-term expectations for 

asset classes returns and the risk preferences of 
the fund participants. It would make sense to 
invest this unexpected €1 billion new capital in 
the same proportions, unless the current 
portfolio deviates from the portfolio deemed 
optimal. This is actually why we regularly 
rebalance the portfolio: market developments 
cause deviations from intended weights, 
rebalancing brings the portfolio back in line. 
Perhaps for a smaller fund a billion could make a 
difference (assuming the assets increase, but the 
liabilities remain the same). So, if a pension fund 
were to receive €1 billion of additional capital 
today, our starting point would not be to chase 
short-term opportunities. Rather than trying to 
predict short-term market movements, we focus 
on maintaining a resilient portfolio that can 
perform across different market environments. 

CHARLES KALSHOVEN
APG macroeconomist and expert strategist
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On how Finland’s latest pension reforms are expected to 
affect Veritas

“From an investment perspective, the reform should improve 
long-term expected returns by allowing greater risk-taking within 
pension portfolios, although this will also increase volatility and 
widen the variation in annual returns. Both Veritas and the pension 
system as a whole, therefore, need to be capable of withstanding 
weaker outcomes at times. For the wider system, the reform should 
strengthen long-term pension funding, but the benefits will take 
time to materialise.”

LAURA WICKSTRÖM
Veritas Pension Insurance chief investment officer

In their own 
words...
Industry personalities’ 
comments on the  
hot topics affecting  
the European  
pensions space

On the European 
Commission’s proposals 
to simplify the Pan-
European Personal 
Pension Product (PEPP) 
framework

“The case for the PEPP is 
even more compelling. Since 
it operates in an already 
competitive market, there is 
no justification for treating a 
European personal pension 
product less favourably 
than a comparable national 
one. CBBA Europe therefore 
welcomes the commission’s 
proposals to simplify the PEPP 
framework. Further progress 
is needed: greater portability 
between national personal 
pension products and PEPPs, 
together with a genuine level 
playing field, would represent 
the logical next step towards 
a truly European personal 
pension market.” 

DR FRANCESCO BRIGANTI 
Cross Border Benefits Alliance-
Europe secretary general

“I would build a diversified all-weather 
portfolio… I would avoid complicated, 
highly leveraged assets and 
fashionable themes whose valuations 
assume perfect outcomes. Decisions 
would be driven by expected risk-
adjusted returns, liabilities, inflation 
sensitivity, liquidity, fees, governance, 
and sustainability. The priority 
would be resilience: preserving 
flexibility while compounding capital 
steadily enough to meet pension 
commitments across different 
economic and market environments.”

MATTIAS MUNTER
Skandia pension economist and 
head of public affairs

“We’ve done a good job building 
access, but the next stage in our 
industry’s growth won’t be addressed 
with more or better products. Instead, 
we have to train the judgment to use 
the ones that already exist. That’s a 
harder thing to build than a fund, and 
a USD 20 trillion market won’t wait for 
the industry to catch up.”

LAURA MERLINI
CAIA Association managing director 
EMEA

On how to invest €1 billion 
for a pension fund/pension 
fund client

On whether the investment 
profession is ready for private 
markets to go mainstream

94 www.europeanpensions.net

Pension
Talk

94-95 PensionsTalk Autumn26.indd   9494-95 PensionsTalk Autumn26.indd   94 16/09/2026   11:07:1516/09/2026   11:07:15

https://www.europeanpensions.net/ep/index.php


On increased interest in private markets 

“We see growing interest in private markets among our 
pension fund clients. A key reason is that an increasing share of 
the global investment universe is now found in private rather than 
public markets. Long-term investors should have exposure to the 
broad opportunity set.”

PATRICK KANTERS
APG chief investment officer, private markets

“Another attempt to amend the BVG would once again lead to a political 
tug-of-war in parliament, resulting in an extremely shaky compromise and 
costly transitional measures. It is now important that we focus on targeted 
and broadly supported improvements. In this regard, ASIP attaches great 
importance to policymakers bearing in mind their subsidiary role and 
intervening in the occupational pension system only where necessary. 
Pension funds can resolve many problems themselves without the need for 
legislation. Selective tweaks to the law, merely for the sake of modernisation, 
are not appropriate.”
 
LUKAS MÜLLER-BRUNNER

Swiss Pension Fund Association director

On the solution to Austria’s current pension system 
challenges 
“If Austria wants to relieve pressure on the state pension pillar and expand 
funded retirement provision materially, more ambitious reforms will be 
needed. Automatic enrolment into the Pension Investment Pool would be 
one particularly effective next step.”

PHILIPP MAYER 
Valida Vorsorge Management member of the executive board

 

On 
whether the 

second pillar pension 
reforms in Austria will increase 

participation  

“The reforms alone are unlikely to be sufficient 
to drive a material increase in participation. 

International experience shows that 
voluntary systems often face challenges in 

achieving meaningful scale.”
  

MICHAELA PLANK
Mercer Austria principal
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On what policymakers and the pensions sector should 
focus on regarding the future of occupational pensions
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As an Outsourced Chief Investment Officer (OCIO) 
provider with one of the largest open architecture 
platforms globally, Goldman Sachs Asset Management 
seeks to help institutional investors achieve their 
investment outcomes through higher risk-adjusted 
returns, while seeking to lower costs and reducing  
the administrative and operational burden on the  
in-house team.

OCIO and Fiduciary 
Management

am.gs.com
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$485bn+
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