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PensionsEurope’s response to FSB/IOSCO consultation on NBNI G-SIFIs 
 

 
 
PensionsEurope welcomes the opportunity to reply to the “consultation on the Assessment 
Methodologies for Identifying Non-Bank Non-Insurer Global Systemically Important Financial Institutions 
- Proposed High-Level Framework and Specific Methodologies”, published on 4 March 2015 by the 
Financial Stability Board (“FSB”) and the International Organization of Securities Commissions (“IOSCO”). 
 
 

 

Q2-1. In your view, is the exclusion of (i) public financial institutions, (ii) sovereign 
wealth funds or (iii) pension funds from the definition of NBNI financial entities 
appropriate? If so, please explain the rationale. 

 
 
 
The members of PensionsEurope agree with the FBS and IOSCO rationale that pension funds should be 
excluded from the scope of the NBNI G-SIFI methodologies. Indeed, we agree that due to their long-term 
investment perspective, pension funds pose low risk to global financial stability. Below we provide our 
arguments showing that the exclusion of pension funds from the scope is appropriate.  
 
Pension funds are first and foremost institutions with a social purpose. They are to a large extent 
responsible for occupational retirement provision and have become an indispensable addition to public 
pensions systems. They are strongly embedded within national social models and primarily governed by 
social and labour law. The regulatory framework requires that pension funds are transparent, low 
leveraged and diversified with prudence.  
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First of all, one of the reasons to exclude pension funds from the NBNI G-SIFIs is that the probability that 
a pension fund fails is very low. The failure of these institutions is rare, because they use derivatives only 
to hedge currency and interest rate risks related to the fixed-income investments, and not to speculate. 
Similarly, they can use swaps solely to manage risk.  
 
Moreover, the failure or financial distress of pension funds, in principle unlikely, does not pose 
systemic risks because the financial risks related to pension funds are borne by their plan members 
and sponsoring companies. Pension funds should be fully funded and in case of underfunding different 
options exist in order to mitigate the consequences of a pension fund’s failure. The potential systemic 
risks are usually avoided by increasing the pension fund’s funding position, by decreasing the value of 
pension benefits, increasing premiums or by the no indexation of pensions’ decision. Consequently, in 
case of financial distress, other institutions do not bear risks, as these are borne by the plan members 
and employers. 
 
In addition to this, the ability of a pension scheme member to withdraw funds is very limited and the 
withdrawal is often discouraged by tax penalties. Tax penalties have been for instance introduced in the 
United Kingdom’s reform in 2015.    
 
Secondly, pension funds have limited short-term liquidity needs, which make them more inclined to buy 
and hold assets across the entire economic cycle. They also have an ability to behave counter-cyclical. 
According to the Bank of England pension funds ‘may also be less subject to pressure to respond to 
short-term market movements, or they may be more willing and able to take advantage of market 
movements by buying assets at the bottom of the cycle and selling at the top. As such, they might have 
the potential to play a stabilising, or even countercyclical role in the financial system.’ This has been 
proved during the last financial crisis. In fact, the European Commission itself acknowledged that pension 
funds did not experience the same problems as other financial institutions during the crisis: pension 
funds did not require any support in terms of funding from public finances. 
 
Thirdly, pension funds do not employ significant leverage as they are legally limited in their borrowings. 
The low level of leverage ensures that a pension fund should not transmit significant financial stress to 
other counterparties.  
 
Being low leveraged, risk averse and highly regulated long-term investors, pension funds do not pose a 
systemic risk to the financial markets and consequently they should be excluded from the scope of NBNI 
G-SIFIs. Pension plans sponsors managing assets in-house should be also excluded from the scope of the 
methodologies as they act solely in the interest of the pension plan. 
 

 

1. Q2-2. Please explain any potential systemic risks associated with failure or financial 
distress of (i) public financial institutions, (ii) sovereign wealth funds or (iii) pension 
funds that, in your view, warrant their inclusion in the definition of NBNI financial 
entities so that NBNI G-SIFI methodologies would apply 

 
As explained under Q2-1, the risks associated with failure or financial distress of pension funds are very 
low. 
 

http://www.bankofengland.co.uk/publications/Documents/news/2014/dp310714.pdf
http://europa.eu/rapid/press-release_MEMO-09-99_en.htm


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.6
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo false
  /PreserveCopyPage false
  /PreserveDICMYKValues true
  /PreserveEPSInfo false
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
    /SymbolMT
    /Wingdings-Regular
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 150
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.00000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 150
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.00000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 600
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.00000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<


    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>



    /HUN <>
    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 6.0 e versioni successive.)
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200036002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 6.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>


    /SKY <>

    /SUO <>
    /SVE <>
    /TUR <>

    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 6.0 and later.)
  >>
>> setdistillerparams
<<
  /HWResolution [600 600]
  /PageSize [595.276 841.890]
>> setpagedevice


