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Introduction

This presentation is based on two reports published by BBVA, the first concerning 
“The Pensions and Insurance Business in Latin America,” which was carried out 
with Mercer Oliver Wyman, and the second on the “Pension System in Chile. 
Evaluation and proposals for adjustments 25 years after the Reform.”

The Project for the Chilean System are based on demographic forecasts by CELADE 
and on BBVA financial and economic forecasts.

This presentation aims to cover the general factors which affect reformed  Social 
Security Systems in Latin America. In order to provide examples in those areas 
where different reforms vary widely, three countries have been chosen: Argentina, 
Mexico and Chile. Quantifications of basic variables are focused on the Chilean 
System.
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Pension payments in the reformed Social Security  
Systems (I)

1

Old Age
 Argentina Chile Mexico 

Requirements Legal age: men 65, women 60 

Early retirement: requested in the 
event of 

 Entitlement to a pension of 50% 
or more 

 Entitlement to a pension two 
times or more the amount of the 
maximum universal basic 
payment 

Delayed retirement: can work after 
retirement age (agreement with 
employer) 

Legal age: men 65, women 60 

Early retirement: only if the 
pension is 70% or more of the 
average income of the last 10 
years, and 150% or more of the 
minimum pension in force 

Legal age 65, with a minimum of 
1250 weekly contributions. 

Early retirement: severance 
pension with a minimum of 60 
years, after being deprived of 
remunerated work, with a minimum 
of 1250 weekly contributions 

Amount Balance of the individual 
capitalization account  
(programmed retirement, pension 
annuity and payment by 
installments) 

Depends on the fund constituted. 
Can choose between programmed 
retirement or annuity. The state 
guarantees a minimum pension if 
there are 20 years of contributions 
and the funds run out 

Balance of the individual 
capitalization account. Under the 
regulatory conditions in place, there 
will be no retirees under this 
pensions system until 2010. Still no 
regulations for programmed 
retirement. 

Updating In line with the return on the 
investments of the retirement 
insurance company 

Amount determined in units 
adjusted by the CPI of the previous 
month. 

Annually in February by the 
increase of CPI. 
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Pension payments in the reformed Social Security
Systems (II)

1

 Argentina Chile Mexico 

Beneficiaries Spouse, cohabitee, children under 18, 
permanently disabled children 

Wife, legitimate children, children not 
from the marriage, under 18 and up to 
24 if they are students, mothers of 
these children if they live at the 
expense of the deceased,  disabled 
spouses and children, and if none of 
the above, parents who live at the 
expense of the deceased. 

Wife or female cohabitee in the last five 
years, economically dependent 
husband, children under 16 or up to 25 
if they are students, if none of the 
above, dependent parents. 

Amounts Widow(er)’s pension:  

– Without entitled children, 70% of 
the reference payment 

– With entitled children, it is 50% 

Orphan’s pension: 20% of the reference 
payment 

If no-one is entitled, the amount goes to 
the legal heirs 

On the basis of the monthly average of 
the last 10 years, re-adjusted:  

Widow(er)’s pension:  

– Spouse with children: 35% 

– Spouse without children: 42% 

– mothers of children not from the 
marriage, with children:: 21% 

– mothers of children not from the 
marriage, with children: 25% 

Orphan’s pension:  

Children 10.5% each. The disabled 
child has the right to an annuity. 

Widow(er)’s pension: 90% of what 
would have been paid for disability. 

 

Orphan’s pension: 20% of the invalidity 
pension (30% if both parents are 
deceased) 

 

Parent: 20% of the invalidity pension 

 

 

Limits The sum of the pensions of all 
dependents cannot exceed 100% 

  

Updating Depends on the value of the Fund 
contribution 

 Annual revaluation by CPI 

 

Widows and orphans
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Pension payments in the reformed Social Security
Systems  (III)

1

 Argentina Chile Mexico 

Conditions Physical or mental disability, which 
results in incapacity to work, 66% or 
more. 

Must have at least 18 contributions 
out of the last 36. Not meet 
requirements for old age, not 
receive early retirement payments. 

To have a declaration of disability 
and not to be old enough for old age 
pension (total or partial disability) 

Disability exists when it is 
impossible for the member to 
achieve, in the same work, 
remuneration above 50% of what he 
received.  

A  minimum of 250 weeks of 
contributions 

Amount  70% of base income (monthly 
average of remunerations in last 
5 years). Member who 
contributes irregularly. 

 50% of base income. Members 
who contribute irregularly. 

Transitional pension: with the first 
medical verdict 70% will be paid by 
temporary disability and 50% for 
permament disability, if the member 
does not work and has left his job 
after less than 12 months from his 
last contribution 

Definitive pension: with the second 
verdict, financed with individual 
balance + additional sum paid by 
insurance company 

35% of the average salary in the last 
500 weeks of contribution.  

In addition, there are family 
payments, welfare help,and a yearly 
bonus. 

Updating The definitive revenue base will be 
expressed in terms of Fund 
contributions (last value on day 
before disability) 

The same as in old age. The state 
guarantees a minimum pension if 
member has contributed for 10 
years to any system, or 2 years in 
the last 5 before the accident 

Annually, with CPI 

 

Disability
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Accrual (active stage)

‣ The contribution is defined as a percentage of 
salary.

‣ Part of the contribution goes to the AFP fund and 
the other to the AFP commission, from which part 
will be used to cover the risks of Life and 
Disability (the mechanism varies from country to 
country).

‣ Contributions build up in the accumulated fund 
and are invested in line with the AFP’s investment 
policy, within the regulatory framework.

‣ During the Accrual Stage there can be events of 
the member’s death or disability, leading to 
payments in the form of income.

‣ Likewise, the member can stop contributing to 
the AFP or transfer all his capital to another AFP.

‣ If the member does not die or become 
disabled in the accrual period, he retires 
at the corresponding age.

‣ The accumulated fund (the balance of the 
savings account) at the moment of 
retirement will form the retirement 
income. There is also an additional state 
pension, depending on meeting some 
requirements.

Event RetirementNo

Contribution 
to AFP

Investment in 
Fund

Yesi

AFP

Premium Life 
Insurance 
Company

Admin costs + 
AFP margin

Accumulate
d Fund

Additional 
Capital

Annuity  Co.

Life or temporary 
annuity

Accumulated 
fund in AFP

Programmed 
Withdrawal

death/ 

disability

Mixed Formula

Stops 
contributing

Member in 
suspension

Transfer Accumulated 
fund 

transferred to 
other AFP

(1)

AFP

Benefit (passive stage)

The cycle of the pensions business in Latin America encompasses two differentiated stages 
(analysis of the contribution cycle)

The process of generating payments in the reformed 
Social Security Systems (I)

2
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During the cycle there can be 4 events which determine the entire pensions process

The member stops contributing: unemployment, 
non participation, informality.

Can still continue to have short term cover 
(Life/Disability) depending on the contributions 
made during the period.

The Accumulated Fund remains with the AFP until 
the member retires or until he makes a transfer of 
AFP

A – Stops contributing

During the accrual stage, the member can transfer 
his Accumulated Fund to another AFP

There is no fiscal impact, but there is a limit to the 
frequency of transfers

B – Transfer

The process of generating payments in the 
reformed Social Security Systems (II)

Event
RetirementNo

Yes

Accumulated
Fund in

AFP

Death/

disability

Stops contributing
Member

suspended

Transfer

(1)

Accumulated
Fund 

transferred
to other AFP

Event
RetirementNo

Yes

Accumulated
Fund in 

AFP

Death/

disability

Stops contributing
Member

suspended

Transfer

(1)

Accumulated
Fund 

transferred 
to other AFP

2
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EventoEvento JubilaciónNo

Aportación a 
AFP

Inversión en 
Fondo

Si

AFP

Prima Cia. 
Seguros de 

Vida

Gastos
admon + 

margen AFP

Fondo
Acumulado

Capital 
Adicional

Cia Seguros de 
Rentas

Renta vitalicia o 
temporal

Fondo
Acumulado

en AFP

Retiro
Programado

Fallecimiento/
Invalidez

Fórmula Mixta

Deja de aportar
Afiliado en 
suspenso

Traspaso Fondo
acumulado

traspasado a 
otra AFP

(1)

AFP

EventoEvento JubilaciónNo

Aportación a 
AFP

Inversión en 
Fondo

Si

AFP

Prima Cia. 
Seguros de 

Vida

Gastos
admon + 

margen AFP

Fondo
Acumulado

Capital 
Adicional

Cia Seguros de 
Rentas

Renta vitalicia o 
temporal

Fondo
Acumulado

en AFP

Retiro
Programado

Fallecimiento/
Invalidez

Fórmula Mixta

Deja de aportar
Afiliado en 
suspenso

Traspaso Fondo
acumulado

traspasado a 
otra AFP

(1)

AFP

In the accrual stage, the member can die or become disabled
At the moment of the accident a  state Pension Payment (Chile) or a 
Compensatory Payment (Argentina) will be be added to his 
Accumulated Fund if applicable (if he has contributed in the 
previous system) and the Required capital will be completed with
additional capital which the insurance company must provide.
This Required capital will go towards either a programmed 
retirement (administered by the AFP) or to set up an income 
(disability or orphan) with an annuity company.

C – Death and disability

At 65 (60 for women in Argentina and Chile), the member retires 
and the accrual stage ends
The member will have the balance of the savings account on this 
date and the corresponding state pension payment or compensatory
payment
The retiree can choose between a programmed retirement (from the
AFP) or an annuity (with the annuity company)
In addition, in Chile and Argentina there is by law a complementary 
state pension if the retiree meets some requirements
– Chile: minimum pension if the retiree has contributed for 20 

years and the funds run out
– Argentina: universal basic payment if the retiree has 

contributed for 30 years (minimum UBP of 2.5% of the pension 
module, which will rise each year above 30 to a maximum limit 
of 45 years)

D – Retirement

During the cycle there can be 4 events which determine the entire pensions cycle (cont.)

The process of generating payments in the
reformed Social Security Systems (III)

2
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The process of generating payments in the 
reformed Social Security Systems (IV)

To measure the payments generated in the System, according to their type, BBVA 
has made the following forecasts for Chile.

Capitalization System

Source: BBVA

FORECAST OF RETIREES AND beneficiaries IN THE CHILEAN PENSION SYSTEM
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…the management of the complete cycle can benefit from synergies

Country 
Regulator

cover of Life and 
Disability

Retirement Annuities

Pension Funds 
Administrator

(AFP) 

Members

Subscription 
process

Fund 
Management

Business margin
Processing 

claims

Basic figure of the pensions system

Annuity Company

Life Insurance 
Company

Labour force

To understand this process and its risks, we should analyze the
pensions cycle as a whole, and not as a sum of its parts,

because . . .
3
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Event

Communication 
to the AFP

AFP           

Accumulated 
Fund

Calculates RC and 
demands AC from Life 
Company

Life 
Insurance 

Co.

Additional

Capital

Delivery of AC to AFP
Set up  RC = AF+ 

AC

AFP buys income 
insurance with RC

Annuity 
Co.

Widow(er)/orphan 
payments

Disability 
payments

Payment of pensions

Reinsurance Co.

Demands the 
reinsured part of 
AC

Delivers the 
reinsured part of 
AC

I. Stage of setting up RC

I. Stage of pensions 
payment

Death

Disability

Programmed

Retirement

In the event of the member dying or becoming disabled, 
life insurance and annuity companies will have to meet 

their commitments (I)
4
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Required Capital = Accumulated Fund + Additional Capital

Accumulated fund: 
contributions 

invested in the AFP 
plus returns

Active Stage: The retirement funds are formed at 
the same as covering the risk of Life and Disability

Passive Stage: the 
RC is formed into an 
annuity (public 
tender)

Additional 
Capital: Capital 

necessary to 
complete the RC

Contribution 
to AFP

Accumulated fund 
+ pension payment

% of salary 
which goes into 

the Fund

Premium for 
Life/Disability policy

Integration in AF

‣ The RC is the capital which the AFP would need to have formed  to pay its widow(er)’s, orphan’s and/or disability pensions in 
the event of the member dying or becoming disabled in the accrual stage

RC

AC

AF

Retirement

AF

Insurance 
Co.

Management commission + 
AFP margin

State pension 
payment

‣ In certain countries in addition to 
the accumulated fund there is a 
“transfer certificate” or pension 
payment paid by the State. This  is 
due to the change from one pension 
system to another and is an amount 
which represents the number of 
years of contribution in the previous 
system, capitalized at a guaranteed 
rate.

Tender

5 The life insurance company will provide the Additional 
Capital which is required to form the Required Capital (II)
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‣ The RC is the amount necessary to pay the 
disability pension (partial or total disability), the 
widow(er)’s pension, or the orphan’s. These 
pensions are calculated as a percentage of the 
contribution of the member. 

‣ On the basis of the amount of the pension, the 
RC is calculated applying the corresponding 
technical bases (mortality tables established by 
law and the interest rate at the time). 

‣ For disability risk, at the declaration of the claim 
a transitional period begins with a first medical 
verdict, and this can last many years and ends 
with the definitive medical verdict.

Communication of 
disability claim

1st medical verdict 2nd medical verdict

Example of disability process 
(generic for Argentina and Chile)

‣ The company sets up a 
provisional reserve to 
cover the risk. Provisional 

reserve

Aprox. 3 years

‣ Determines whether 
member is partially or 
totally disabled, so as 
to receive the 
corresponding 
pension.

The Required Capital is formed on the basis of the member’s 
contribution (III)

Average capital per death (Argentina 2005)
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5
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Market Risk

‣ The economic value of the insured capital depends on fixed factors, such as the annuity, consolidated 
entitlements, the “Recognition Payment” and on variable factors such as:
‣ Mortality tables (which are legally determined at every moment)
‣ Discount rate: depends on interest rates and these vary in time

‣ The volatility of claims is determined by the volatility of the interest rate in the time period between the moment 
the claim event happens and is declared, and the moment of making the corresponding payment, so that there is 
a high risk of significant variations in interest rates. 

AFP
Life 

Company

Communication 
of death/disability 

claim

Which depends on variable factors, specifically on interest rates

Need for 
Additional Capital

Delivers additional Capital to 
complete RC

There is a time period between the declaration of a 
claim and its subsequent payment (about 3 years 

between 1st and 2nd medical verdict)

If interest rates vary, the 
reserve made by the company 
could be affected

1st verdict 2nd verdictDisability 

Chile Example

The cost of cover of life/disability is highly volatile (IV)5
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If the member reaches Retirement age, the accumulated fund 
in his individual account, and if applicable the state pension 
payment, will form the capital which will finance his pension (I) 

At 65 (60 for women in Argentina and Chile), the 
member retires and the accrual stage ends
The member will have the balance of the savings 
account on that date, and the corresponding state 
pension payment or compensatory pension.
The retiree can choose between a programmed 
retirement (with the AFP) or an annuity (with the 
annuity company),
In addition in Chile and Argentina there is in law a 
complementary state pension if the retiree meets 
some requirements.
– Chile: minimum pension if the retiree has 

contributed for 20 years in some system and the 
funds run out

– Argentina: universal basic payment if the retiree 
has contributed for 30 years (minimum UBP of 
2.5% of the pension module, which rises with 
every year above 30 with a maximum limit of 45 
years).

EventEvent RetirementNo

Contribution
to AFP

Investment
In Fund

Yes

AFP

Premium. 
Life Insurance  

Co.

Admin
costs + 

AFP margin

Accum.
Fund

Additional 
Capital

Annuity
Co.

Life/ temporaryo 
annuity

Accumulated
Fund

in AFP

Programmed
Retirement

Death/
disability

Mixed Formula

Stops contributing Member
suspended

Transfer Fund 
Transferred 

to 
Other AFP(1)

AFP

6
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If the member reaches Retirement age, the accumulated fund in 
his individual account, and if applicable the state pension 

payment, will form the capital which will finance his pension (II)

Source BBVA
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6
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Event
Communication to the 
AFP AFP           

Accumulated 
Fund

Accumulated Fund

AFP buys annuity 
insurance with Fund

Annuity

Co.

Annuity

Payment of 
the 
pensions

Retirement

Programmed 
retirement

Mixed formula

AFP pays 
pensions directly

Adverse 
selection?

Instruments in the processes of paying pensions in the 
reformed Social Security systems (I) 

The member can choose to receive his retirement pension as a programmed retirement or as an 
annuity.

7
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Instruments in the processes of paying pensions in the 
reformed Social Security systems (II) 

‣ The ownership of the fund in the 
event of the death of the recipient 
of the income goes to the 
dependent.

‣ The mortality tables which are used 
in programmed retirements are 
older (and provide a better 
pension).

Programmed 
retirement

Advantages

‣ If the funds run out, the recipient 
of the income will receive nothing.

‣ The pension is not secure (except 
in Chile where it is complemented 
with the minimum State pension).

‣ If there is a fund only for active 
members, there is a risk of 
volatility  in the amount of the fund 
(fund’s risk profile) and hence in 
the amount of income.

‣ If the recipient of the annuity dies, 
his beneficiaries receive nothing, 
except in the case of reversionary 
annuities.

Disadvantages

‣ The pensioner has the pension 
secured until his death.

‣ The amount of the annuity is 
guaranteed at a single technical 
interest rate until death (there is 
also the possibility of obtaining 
extra profitability in Argentina)

Annuity

Although it would be necessary to analyze them in practice

7
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Programmed retirements are administered by the AFPs and retirement annuities by annuity 
companies

Retirement 
Age

Accumulated 
Fund

State pension 
payment

Pension Income

‣ There are different forms of pension income:
‣ Programmed retirement: main features:

‣ An AFP pays the pension
‣ The ownership of the fund from which the pension is paid is the owner of the individual savings account
‣ The pension is recalculated periodically, usually every year, using actuarial techniques
‣ The pensioner assumes the financial risk
‣ There is fiduciary risk and hence reputational risk

‣ Annuity (some countries allow a guaranteed income for a period and then an annuity)
‣ Mixed Income (Programmed Retirement + Annuity)

Death

AF

AF

Programmed retirement

Life or Temporary AnnuityAFP

Annuity Co.

Instruments in the processes of paying pensions in the 
reformed Social Security systems (III) 7
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The accumulated fund could not be enough to provide an income until death

Pension Income

Reputational
Risk

Required 
Capital

AFP

AF

AF

Programmed retirement

Life or Temporary Annuity

‣ The AFP may obtain a low revaluation of the accumulated fund, and even 
taking into account the state pension payment, could not be able to make 
all the income payments until the death of the retiree. The fact that the 
fund has not been able to generate high enough returns could damage its 
ability to generate new business (reputational risk). 

‣ In Chile and Argentina, if some contribution requirements are met, the 
State guarantees a minimum income.

Longevity 
risk and 
ALM risk

Until death

Until deathAnnuity 
Co.

AF + state 
pension 
payment

Instruments in the processes of paying pensions in the 
reformed Social Security systems (IV) 7
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Longevity 
risk

AFP

‣ The AFP makes retirement pension payments to the member, subtracting them from the accumulated fund.
‣ The Fund will continue to capitalize according to the rate of return on the assets in which it is invested.
‣ There is the risk for the member that the Accumulated Fund runs out before death, so that he would have no right to any 

payment (except for the right to a minimum pension in Argentina and Chile according to years of contribution). 
‣ In the event of the retiree dying, the Accumulated Fund remaining until then would go to make up the member’s 

inheritance
‣ In programmed retirement the longevity risk and market risk are transferred to the member
‣ There are mixed formulas which combine programmed retirement with guaranteed incomes.

Payment of 
programmed 

retirement

Market risk

Member

AF

Programmed retirement

Credit risk

Fiduciary risk 
(reputational)

With programmed retirement, the AFP transfers longevity and market risk to the member 
afiliate.

Instruments in the processes of paying pensions in the 
reformed Social Security systems(V) 7
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…so there are geographical asymmetries in pay out

Argentina Chile/México

Insurance 
company 

return

Investment return

2%

Insurance 
company 

return

Investment return

‣ 75% of the benchmark rate (30 day rate) is guaranteed with a 
minimum of 4% (fixed rate determined monthly). In addition, 
there is profit sharing when the return is more than 2% 
(variable rate called CAI referring to administration expenses).
This distribution is divided 90% for the insured party and 10% 
for then insurance company (variable sharing). 

‣ The excess of 4% + CAI goes into a fluctuation fund which 
serves to compensate for periods when the benchmark rate is 
not reached. When the fluctuation fund reachs 25% of 
provisions, that pension is guaranteed (it can no longer 
decline) and the process begins again.

Benchmark rate 
(minimum 4%)

‣ In Mexico a real rate of 3.5% is guaranteed (taking into 
account inflation). There is no profit sharing either in Mexico 
or in Chile.

Minimum 
guaranteed rate

10% for co., 90% 
for insured party

100% for Co.

CAI

Retirement and disability annuities guarantee a minimum rate which varies from country to 
country…

Instruments in the processes of paying pensions in the 
reformed Social Security systems (VI) 7
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Annuity 
Co.

ALM / market 
risk

Investment of 
premium to 
cover future 

commitments by 
a methodology 
of immunizing 
by durations

t1 tn

Duration Matching

Mismatching

Assets

Liabilities

AFP

‣ The AFP delivers the accumulated Fund to the annuity company as a one-off 
premium to guarantee the payment of the retirement annuities.

‣ The one-off premium is calculated on an individual basis.
‣ The mortality table for calculating the mathematical reserve of a pensions annuity is 

determined by law. 
‣ There is a longevity risk for the annuity company in the event of the beneficiaries 

living longer than predicted in the tables used in the mathematical reserve.

‣ There is a risk of duration mismatching
‣ In Argentina excess returns are shared 

with the member by Profit Sharing
‣ The returns obtained should be higher 

than the minimum technical minimum 
interest rate set by the law.

AF

Life or Temporary Annuity

Longevity 
Risk

Credit Risk

‣ There is a credit risk on the assets 
which cover the flows of the annuity 
liabilities, considering investments 
can be made in fixed income and 
equity, either domestically or 
internationally. 

The annuity company bears the longevity and ALM risk in paying retirement annuities

Instruments in the processes of paying pensions in the 
reformed Social Security systems (VII) 7
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Annuities
Programmed 
Retirements

Nr peopleTotal 
in Ref Units

Number and Average Total of Pensions Paid by 
Annuities vs Programmed Retirement in Chile
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Instruments in the processes of paying pensions in the 
reformed Social Security systems (VIII) 7
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Risks in the reformed Social Security Risks in the reformed Social Security 
Systems.Systems.

III 
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Systemic risks incorporated in the processes described (I)

1) In the case of retirement payments, the fundamental risk is based on the  
lack of sufficient capital accrual for providing adequate old age pensions, as 
a consequence of the duration of the contribution period, its discontinuity, 
the level of contribution rates, commissions, and of the return on 
investments. This risk is covered on the basis of institutions which provide a  
public guarantee (contributory minimum pensions, non-contributory welfare 
pensions, etc.).

2) In the case of payments for beneficiaries or invalids, the basic systemic risk 
rests on the absence of enough solidarity funds to cover these payments. The 
most  extreme risk would be the AFP’s insolvency, if it could not bear this 
cost with its defined management commissions.

8
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20% of men and 30% of women in the system have a very low frequency of 
contributions,  which does not allow them to look forward to good 

replacement rates.
These groups are not well covered by the system, because of the 

precariousness of their working life
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Source BBVA

Systemic risks incorporated in the processes described (III)
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The low contribution densities mean that a high proportion of retirees do not 
manage to meet the requirements of the SEPM. This problem is most severe 
in the case of women, who have lower contribution densities, retire younger, 

and live longer. 
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Systemic risks incorporated in the processes described (IV)

According to BBVA’s forecasts of the Chilean pension system, between 70% and 80% of management 
commissions will go towards paying additional capital for cases of widowhood, orphanhood and 
disability in the coming decades. 

Members who do not complete their contributions because of becoming disabled or dying during the 
process make up a relevant number.

Source BBVA

FORECAST OF COMMISSIONS AND RISK CAPITAL FOR DEATHS AND  DISABILITY IN THE 
CHILEAN PENSIONS SYSTEM 
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Systemic risks incorporated in the processes described 
(V)

The increase of the premium cost, as a consequence of the increase of capital necessary to cover 
risks, will put the economic viability of the industry at risk

The AFP will have to make payments for death or disability if the life insurance 
company becomes insolvent

‣ The AFP is the final responsible party for payments in the case of the death or disability of the member 
‣ If the life insurance company becomes insolvent, it will be the AFP which has to meet the obligations contracted with the 

member (even so, the variations in premium are already compensating for part of the risk of insolvency because of high 
claims)

‣ There is a credit risk for the AFP with the insurance company, which depends on
‣ The Capital committed
‣ The time differenece between the payment of the premium and the pension

Contribution

Contribution 
to the AFP 

fund

Management 
commission + 
AFP margin

Risk Premium for 
Life/disability

Accumulated 
AFP Fund

Life 
Insurance Co.

Life/ disability

cover

Prima

Credit 
Risk
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Systemic risks incorporated in the processes described  
(VI)

Improving the System’s coverage and improving replacement rates requires structural reforms, to enable an 
increase in contribution density or in returns on investments for the same contributions and real salary growth 
rates.

Source BBVA

AVERAGE REPLACEMENT RATES

The replacement rate is determined on the average salary of the last ten years

Men Baseline
Scenario Variations on basic scenario

Contribution as % of base       10% 12%
Density of contribution (*) + 10%

Return      5.5% 6.5%
Real wage growth 2.5% 1.5%

year
2010 55% 55% 55% 55% 54%
2015 61% 62% 61% 63% 62%
2020 45% 47% 46% 49% 48%
2025 46% 48% 48% 52% 51%
2030 42% 45% 44% 50% 47%
2035 44% 49% 47% 54% 50%
2040 46% 52% 50% 58% 53%
2045 45% 53% 50% 58% 54%
2050 44% 53% 50% 57% 54%

(*) Density of contribution
Type A members 92%
Type B members 67%
Type C members 51%
Type D members 20%

Men ( only group A ) Baseline
Scenario Variations on basic scenario

Contribution as % of base        10% 12%
Density of contribution 92% + 10%

Return     5.5% 6.5%
Real wage growth 2.5% 1.5%

year
2010 112% 112% 112% 113% 110%
2015 103% 104% 104% 106% 105%
2020 70% 71% 71% 76% 74%
2025 70% 72% 71% 79% 77%
2030 61% 64% 64% 73% 69%
2035 63% 67% 66% 78% 71%
2040 65% 69% 69% 82% 74%
2045 66% 71% 71% 85% 77%
2050 68% 74% 73% 88% 84%

8
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Systemic risks incorporated in the processes described 
(VII)

Source BBVA

Improving the System’s coverage and improving replacement rates requires structural reforms, to enable an 
increase in contribution density or in returns on investments for the same contributions and real salary growth 
rates. This is especially necessary in the case of women.

AVERAGE REPLACEMENT RATES

The replacement rate is determined on the average salary of the last ten years

Women Basic
scenario Variations on basic scenario

Contribution as % of base     10% 12%
Density of contribution (*) + 10%
Return       5.5% 6.5%

Real wage growth 2.5% 1.5%

2010 39% 39% 39% 39% 38%
2015 34% 35% 35% 35% 35%
2020 24% 25% 25% 26% 26%
2025 18% 19% 19% 20% 20%
2030 20% 22% 22% 23% 22%
2035 23% 26% 25% 27% 26%
2040 25% 29% 28% 30% 28%
2045 27% 32% 30% 33% 31%
2050 27% 32% 31% 33% 30%

(*) Density of contribution
Type A members 92%
Type B members 67%
Type C members 51%
Type D members 20%

Women (only group A ) Basic 
scenario Variations on basic scenario

Contribution as % of base     10% 12%

Density of contribution 92% + 10%

Return        5.5% 6.5%
Real wage growth 2.5% 1.5%

2010 78% 78% 78% 79% 77%
2015 65% 65% 65% 67% 66%
2020 48% 49% 48% 51% 51%
2025 36% 38% 38% 42% 40%
2030 39% 41% 41% 46% 44%
2035 42% 45% 44% 51% 48%
2040 43% 47% 46% 53% 50%
2045 46% 50% 49% 58% 55%
2050 50% 55% 55% 64% 57%

8
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Risks in the pay out process, as dependent on the payment 
instrument (I) 

 Events Who bears the risk? 
 

Results 

Credit Risk • Loss of credit quality compared 
to the benchmark (relative terms) 

• NPL 
 

 
Insurance Co. / AFP 

• Not reaching minimum returns because of downgrades 
or default of some credit 

• The Insurance Co. not meeting life and invalidity  
commitments because of defaults or downgrades of 
assets 

Market Risk • Worse returns than the 
benchmark 

• Volatility higher than the 
benchmark 

• High risk premium volatility 
 

 
Insurance Co. / AFP 

• AFP doesn’t achieve minimum returns 
• Higher compensation with an increase in claims 
• Unstable provision for claims 
• (In Chile a variation in interest rates can affect the RC) 

Reinsurance Risk • The reinsurance company files 
for insolvency 

 
Insurance Co. 

• The company assumes the losses which it had covered 
by reinsurance 

Reputational Risk • Not achieving minimum returns 
• The accumulated capital 

because of low returns is unable 
to provide market benefits 

 
AFP 

• Bad image of the AFP and transfers to other funds 
• Impact from need to complement pensions with 

pensions guaranteed by the state, with an impact in the 
public sector 

Biometric Risk • Claims higher than estimated 
(mortality risk) 

• Catastrophe 

 
Insurance Co. / AFP 

• Economic losses from bad estimates 
• Mismatching liabilities (Chile, in the case of disability) 

Technical Exposure 
Risk 

• Risk of exposure in calculating 
the life premium 

 
Insurance Co. / AFP 

• Economic losses from incorrect calculation of additional 
capital (AC) of each member 

Business Risk • Planning error 
• Political instability 
• Regulatory insecurity 
• Country risk 

 
AFP 

• Negative impacts either in revenues (volumes and 
margins) or in costs 

Operational Risk • Company fraud 
• Administrative errors 
• Poor reserve 

 
Insurance Co. / AFP 

• High fines from the regulator 

Summary of risks in the accrual stage

The generation of sufficient capital in the accrual stage is the major risk when it comes to 
establishing the payment.

9
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Risks in the pay out process, as dependent on the payment 
instrument (II) 

 Events Who bears the risk? 
 

Results 

Credit Risk • Loss of credit quality 
or default of assets in 
which porfolio is 
invested  

• NPL 
 

 
Annuity Co. 

 
 

/ Customer 

• Not achieving minimum returns because of 
downgrades or default of a credit 

 
 
 

ALM Risk • Mismatching between 
assets and liabilities 

• Volatile financial 
surplus 

 
Annuity Co. 

 

• Reduction in the Embedded Value of the Annuity 
Co. 

Reputational Risk • Not achieving 
minimum returns 

Annuity Co. 
 

• Bad image for the Annuity Co. 

Biometric Risk • Longevity risk (fewer 
deaths than estimated) 

• Catastrophe 

 
 

Annuity Co. 
 

• Economic losses because of incorrect estimates 
• Mismatching of liabilities 

Business Risk • Planning error 
• Political instability 
• Regulatory insecurity 
• Country risk 

 
Annuity Co. 

 

• Negative impacts either in revenues (volumes 
and margins) or in costs 

Operational Risk • Fraud in the company 
• Administrative errors 
• Poor reserve 
• Incorrect reporting 

 
Annuity Co. 

 

• High fines from regulator 

 

Summary of risks in the benefit stage (1): Retirement annuities

9
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Risks in the pay out process, as dependent on the payment 
instrument (III) 

 Events Who bears the risk? 
 

Resullts 

Credit Risk • Loss of credit quality 
or default of the assets 
in which the portfolio is 
invested  

• NPL 
 

 
Customer 

• Not being able to make the pension payments of 
the programmed retirement until the death of the 
insuree 

Market Risk • Lower returns  than 
necessary for making 
all the payments of the 
programmed 
retirement  

 

 
Customer 

• Not being able to make the pension payments of 
the programmed retirement until the death of the 
insuree  

Reputational Risk • The fund is insufficient 
to make the payments 
for the programmed 
retirement  

 
AFP 

• Bad image of the AFP and transfers to other 
funds 

• Impact because of the need to complement the 
pensions with state guaranteed pensions, with 
impact on  the public sector  

Biometric Risk • Longevity risk (lower 
deaths than estimated) 

• Catastrophe 

 
 

Customer/ Public sector 

• Not being able to make the pension payments of 
the programmed retirement until the death of the 
insuree  

• Impact because of the need to complement the 
pensions with state guaranteed pensions, with 
impact in the public sector 

Business Risk • Planning error 
• Political instability 
• Regulatory insecurity 
• Country risk 

 
AFP 

• Negative impacts on revenues (volumes and 
margins) or on costs  

Operational Risk • Company fraud 
• Administrative errors 
• Poor reserve 
• Incorrect reporting 

 
AFP 

• High fines from regulator 
• Economic impact from compensations to 

customers 

 

Summary of risks in the benefit stage (2): Programmed Retirements

9
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‣ On the basis of the analysis carried out on the 
static pensions cycle at the time of valuation

‣ In addition,  this analysis considers possible 
compensations and transfers of risks to the 
system which could be carried out over the 
course of time

‣ Risks are analyzed, measured and attributed, 
taking into account the synergies which exist 
between all the entities which make up the 
pensions cycle.

‣ Possible compensations for risks are considered 
(natural cover) between the entities, and also 
possible transfers to the system (by increasing 
commissions, etc.) at the time of analysis

‣ The risks of each legal entity in the pensions cycle 
are analyzed and measured separately (AFP, Life Co. 
and Annuity Co.)

‣ Natural coverage between the different parts of the 
cycle is not considered. The diversification of risks 
at group level is considered (marginal risks).

Level I: Individual Companies

Level II: Static Pensions Cycle

Level III: Dynamic Pensions 
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Risks in the pay out process, as dependent on the payment 
instrument (IV) 

Although in the risks map, risks are assigned to companies on an individual basis,  it is important 
to recognise that businesses are highly interconnected in the pensions cycle…
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Processing claims

Annuity  Co.

Life
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Risk Current Measuring RecommendationsImportance

We share the general rejection of 
the idea that there is a lot of 
market risk in the funds
Monitoring and studies of the 
worst case tracking error should 
be done regularly, to see if it is 
necessary to contribute more 
capital
Economic capital in this case 
would be 99% VaR of the tracking 
error, less the difference or 
range specified in the margin of 
confidence.

Following closely the benchmark 
return is even more important 
than credit risk

The method for the reserve is 
adequate

G
en

er
ic

Represents the risk that 
the returns on the AFP 
funds fall below the 
lower limit of the 
benchmark, because of 
adverse market 
situations

Movements in 
interest rates: shifts 
or changes of the 
slope
Significant decline 
in Equity prices

There is a margin of 
confidence below the 
system’s returns 
(benchmark) which is 
defined for each country 
as the maximum 
between (alpha * 
benchmark, benchmark
– beta)

BBVA Latam controls its 
investments to make sure that they 
are in line with the rest of the 
sector

Monitoring and control of 
the returns on AFP funds 
Estimate of the system’s 
returns (benchmark) 
regularly and measuring of 
the tracking error per fund.

Currently the possibility of leaving 
the benchmark ranges is not in 
favor

So the funds are treated like unit-
linked funds
The exception is the reserve which 
corresponds to the 1% of BBVA 
equity which is invested in the 
portfolio funds (by law). The 
market risk of the reserve is 
measured by historic VaR. 

AFP: Market risk

Market risk in the different stages of the process, in the 
experience of BBVA (I)

10
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Risk of Duration Gap
Increase in the value 
of the Additional 
Capital to pay to the 
AFP after the 
transitional disability 
period, because of 
variation in interest 
rates (case of Chile)

Mismatching of 
durations, sensitive to 
interest rate 
movements
Volatile and risky 
financial surplus

Risk of declines of 
Equity prices used to 
cover liabilities
Decline of the value of 
assets of the 
discretional porfolio
which covers the 
policies of life and 
disability in the short 
term

Risk Current Measuring RecommendationsImportance

Duration analysis with a parallel 
shock in the yield curve 
In discretional portfolios (case of 
Chile) the limits are measured by 
daily volatility transformed for 3 
months. For Economic Capital the 
horizon is one year. 
For ALM portfolios (Mexico and 
Argentina), the duration analysis is 
carried out under an annual stress 
test
To the little equity there is, a delta 
impact is applied and a stress test is 
carried out

Duration analysis with changes in 
the curve, and stress tests on the 
most sensitive points of the yield 
curve
The strategy of ALM management 
should be aimed at an 
immunization from the financial 
surplus
Generate “worst case” scenario
Break down into prinicipal
components
Recalculate the exposure of 
liabilities (new liability flows)
Equity linked to an index to find a 
VaR 
Measuring the risk of the 
discretional portfolio with monthly 
VaR

G
en

er
ic

Insurance Co. : Market Risk

Market risk in the different stages of the process, in the 
experience of BBVA (II)

10
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Risk in the intrinsic value 
of the portfolio due to a 
change in market factors 
(mainly a fall in interest 
rates)

Risk Current Measuring RecommendationsImportance

Measured by a duration gap with a 
parallel shock to the yield curve

Risks is developing stress 
simulations for yield curves in some 
Latin American countries, but these 
are not yet operational

G
en

er
ic

Argentina

A complex mechanism of 
profit sharing

With a reserve fund

The portfolio has a very 
short duration 

There is off balance sheet 
coverage

BBVA Latam measures with a 
duration gap, with a parallel shock 
to the yield curve

Risks has a simulation model to try 
to value the options 
Auditing has also valued the implicit 
optionality

Stress scenarios should be 
complemented by adding a twist 
to yield curves

BBVA Risks Unit should 
communicate to BBVA Latam its 
plans and timetables for 
developing stress simulations
Using it would required more 
robust embedded value IT 
applications at BBVA Latam (a 
development which is being 
considered by them)

BBVA Latam should control the 
stochastic measurements of value 
of the optionality and integrate it in 
its IT systems, to add robustness 
and frequency to the calculation
Measuring credit risk and market 
risk together should be considered

Annuity Co.’s: Market Risk

Market risk in the different stages of the process, in the 
experience of BBVA (III)10
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What are the components of mortality risk?

‣ Risk that mortality is higher or lower in a year due to chance events. It also refers to 
the risk of idiosyncratic volatility. 

‣ The Insurance company bears the risk of the AFP and of the group of members. 
However, in practise the company will increase future premiums. 

‣ Is the risk that real mortality has been overestimated or underweighted. This risk can 
be divided into
‣ Level risk: risk that the population of insured parties differs from the reference 

used to generate the tables which are used 
‣ Tendency risk: that the mortality tendency differs from the best estimate of the 

tendency used (only applicable in annuities)

‣ Contains the process risk and the parameter risk of catastrophe. It represents the 
worst scenario of this type of risk (the process risk of catastrophe refers to the risk of 
systemic volatility or the short term risk of a high fluctuation in mortality, and the 
parameter risk of catastrophe is the risk of the change of level and tendency of 
mortality with a long term impact)

‣ The Reinsurance company bears the catastrophe risk. If it is clearly a catastrophe, 
there is no reason to raise future premiums.

One of the problems for determining capital requirements is the increase or decline of mortality rates compared to 
internal expectations depending on the composition of the portfolio. In particular, the risk is concentrated on an 
increase of mortality in risk products with notably young insured parties, and a mortality less than expected in income 
products for a group of older insured parties. 

Exposure risk
‣ The lack of information or its incorrect maintenance 

can generate high exposure

Catastrophe risk

Parameter risk

Process risk

Mortality risk in the different stages of the process: Defining 
and measuring (I)

11



47

Mortality risk in the different stages of the process: Defining 
and measuring (II)

Table of data necessary to calculate Economic Capital (EC) by life liability risk in the pensions business

Type of Risk Type of Model Data

Process risk -
Mortality

Assumption of Binomial Model Number of policies in force
Average payments per age group
Average mortality rates per age group

Process risk -
Survival

Benchmark or 
Simulation on the Embedded Value (EV) platform

Benchmark for Process risk - Survival
Fair Value distribution using simulation of 
mortality rates

Parameter risk 
(Level) - Mortality

EC = EV (BE) – EV (WC)
EC = Economic Capital
BE : best estimate of level  (real mortality/expected 
Mortality)
WC : worstcase estimate of level =BE+CM × 
STD(real mortality/expected mortality)
CM : Capital multiplier

Historic real mortality tables of homogeneous 
risk groups
Expected mortality tables
Selection factor

Parameter risk 
(Level) - Survival

EC = EV (BE) – EV (WC)

BE : best estimate of level  (real mortality/expected
mortality)

WC : worst case estimate of level =BE+WC ×
STD(real mortality/expected mortality)
CM : Capital multiplier

Historic real mortality tables of homogeneous
risk groups
Expected mortality tables
Selection factor

Parameter risk 
(Trend) - Mortality

EC = EV (BE) – EV (WC)
WC : worst case tendency = BE tendency + WC
Confidence Limit 

Projection of BE mortality for homogeneous 
risk groups
Projection of WC mortality for homoegeneous 
risk groups
Selection Factor

Parameter risk 
(Trend) -
Survival

EC = EV (BE) – EV (WC)
WC : worst case tendency  = BE tendency - WC
Confidence Limit

Projection of BE survival for homogeneous
risk groups
Projection of WC survival for homogeneous 
risk groups
Selection factor

11
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Mortality risk in the different stages of the process: Defining 
and measuring (III)

Type of Risk                  Type of Model                     Data
Parameter risk            

(Trend) -
Survival  

EC = EV (BE) – EV (WC)
WC : worst case tendency = BE tendency - WC           
Confidence Limit

Projection of  BE survival for homogeneous 
risk groups
Projection of WC survival for homogeneous                      
risk groups
Selection Factor        

Catastrophe risk  - –
Mortality risk        

Benchmark Benchmark 

Process risk            –
Morbidity

Assumption of binomial model Number of policies in force
Average payments per age group           
Average mortality rates per age group               

Parameter risk             
(Level) - Morbidity

EC = EV (BE) – EV (WC)
BE : best estimate level (real morbidity/expected            
morbidity)
WC :worst case estimate of level = BE+CM * 
STD (real morbidity/expected morbidity)    
CM : capital multiplier          

Historic real morbidity tables of homogenous risk      
groups                                                          
Expected morbidity tables        
Selection Factor   

Parameter risk           
(Trend) - Morbidity

EC = EV (BE) – EV (WC)
WC : worst case tendency = BE tendency +WC             
Confidence Limit

Projection of BE morbidity for homogeneous risk
groups
Projection of WC morbidity for homogeneous risk                
groups
Selection Factor     

Catastrophe risk           –
Morbidity Risk     

Benchmark Benchmark 

11
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Main ConclusionsMain ConclusionsIV
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Conclusions (I)

1) The performance of reformed Systems in Latin America, in terms of 
their capacity to commit to and to deliver payments, is satisfactory, 
although it can be improved.

When analyzed piece by piece, pension reforms in Latin America work 
best for some sectors of the population, and not for others, depending 
mostly on the way they interact with the formal labor market, as well as 
of other social and economic characteristics

There are also major differences among countries, depending on 
economic performance, the legal framework regulating contribution 
rates, investment possibilities, evasion of social security contributions, 
length of time elapsed since the reform was implemented, demographic 
characteristics, etc

Even though average figures for the performance of the reformed 
pension systems in Latin America are modest, they are a poor gauge of 
the true performance of these systems, given the wide diversity of 
experiences 
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Conclusions (II)

2) Reforms should be carried out with a combined and comprehensive approach

Improving the reforms in regard to the pay out period depends on a combined 
analysis of the various institutions and entities which compose the cycle, i.e. 
AFPs, Insurance Companies and Annuity Companies in those countries where 
they are set up with an exclusive social intention. 

The accrual – pay out cycle has to be analyzed as a whole, keeping in mind 
both its end purpose (the commitment to decent pensions) and also its 
elements of solidarity (i.e. pensions for people who have not been able to 
complete their accrual process)

The reforms have to be complemented and adapted, in order to also provide 
cover to those socio-economic or labour groups which are not considered as 
formally employed in economic sectors where employment is not formal.

The increase of coverage, and the improvement of contribution densities, 
should result from setting up schemes which can provide a solution within the 
pensions system for different forms of work, such as for employees in 
economic sectors with high seasonality, etc.
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Conclusions (III)

3) These reforms have to minimize risks of very diverse nature

The fundamental risk in the pay out period resides in whether the system 
allows enough capital to be accumulated to provide adequate pensions, 
consistent with the income level of the countries. 

Both in the accrual stage and in the pay out stage, the risks incorporated in 
pension processes are diverse and significant. Their identification, 
measurement, control, and management requires the development of a 
sophisticated financial industry, which can contribute value in the assumption 
and management of the risks involved, and which can also obtain adequate 
business returns. 

It is also necessary to review the supporting elements of the system which 
currently limit the capacity of management and administration, such as:
• The limits on the investments of the reserve

• The structure of investments of the insurance funds of the 
members/beneficiaries who choose a programmed retirement.

• The guarantee of minimum returns, which acts as a disincentive to 
develop investment policies and strategies which are differentiated from 
the competition.
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Conclusions (IV)

3) These reforms have to minimize risks, the nature of which is very diverse (cont)

The development of life models is required, which can enable the impact 
on the system of the development of these variables to be forecast in 
advance. This will make it possible to adopt corrective measures in 
advance, and also to ensure there is a process of valuing the solvency of 
companies at all the different stages of the cycle.
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Conclusions (V)

4) The deepening of these reforms implies a constructive review of their basic 
features. A deep social and economic consensus would enable the analysis and 
establishment of:

The reformed social security systems, even on the starting basis of individual 
capitalization, still have a mandatory nature and incorporate elements of 
solidarity. They should be structured so that there is an adequate balance 
between the resources destined for pension savings and the mandatory 
payments which have to be made. This requires a permanent review of the 
revenues and expenses derived from the system. This process should be 
focussed on:

• Periods of non-contribution, minimum contributions to generate rights, 
etc. 

• The review of payments committed to beneficiaries or the disabled
• The review of competition between mandatory pension systems
• Pensions competition in the family unit and the scope of limits to this. 
• The definition of adequate regulatory and risk frameworks for optimizing 

the returns on savings. 
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Conclusions (VI)

5) Accounting criteria and standards have to be adjusted, so that the valuation of 
revenues and expenses can be reconciled in the same period, as the real 
claims ratio of a period is only known later on

6) The supervision of the sector should be aimed at guaranteeing the solvency of 
pension administrators, and at encouraging commercial and competitive 
freedom

Currently, the accounting profit reported in a year does not include all the real 
expenses which have been incurred in that year

The current supervisory framework tends to intervene directly in the 
price-setting process
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Projection of retirees and beneficiaries in the Chilean pensions system

2005 2010 2015 2020 2025 2030 2035 2040 2045 2050

RC 355,408 606,928 895,359 1,292,883 1,794,309 2,261,647 2,592,903 2,746,546 2,784,181 2,901,756
men 251,242 339,912 448,788 593,756 770,081 971,118 1,109,071 1,166,665 1,148,587 1,176,272
women 104,166 267,016 446,570 699,127 1,024,228 1,290,529 1,483,832 1,579,881 1,635,594 1,725,483

beneficiaries 94,315 149,702 211,814 280,583 349,436 409,863 450,282 470,199 473,026 467,940
women 94,315 149,702 211,814 280,583 349,436 409,863 450,282 470,199 473,026 467,940

DISABLED 39,192 110,060 194,403 292,075 394,697 483,429 546,893 581,947 592,824 588,871
men 28,311 65,755 113,305 168,939 228,246 280,020 314,832 332,581 336,207 334,246
women 10,881 44,306 81,098 123,136 166,450 203,409 232,061 249,366 256,617 254,625

TOTAL 488,915 866,690 1,301,576 1,865,541 2,538,441 3,154,938 3,590,079 3,798,693 3,850,031 3,958,566
men 279,553 405,666 562,093 762,694 998,327 1,251,137 1,423,903 1,499,246 1,484,794 1,510,518
women 209,362 461,024 739,482 1,102,847 1,540,114 1,903,801 2,166,176 2,299,447 2,365,237 2,448,048

EAP
Total 6,609,486 7,291,531 7,963,107 8,555,595 9,067,324 9,279,435 9,480,975 9,666,456 9,814,017 9,917,606
Men 4,307,143 4,629,325 4,935,794 5,184,884 5,373,519 5,506,718 5,629,766 5,746,378 5,844,654 5,917,062
Women 2,302,342 2,662,207 3,027,313 3,370,710 3,693,804 3,772,717 3,851,209 3,920,078 3,969,363 4,000,545

Source: BBVA
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Projection of average monthly old age pension in the Chilean pension system (thousands of constant pesos)

2005-2009 2010-2014 2015-2019 2020-2024 2025-2029 2030-2034 2035-2039 2040-2044 2045-2049

Men
With state payment 206 267 255 244 239 278 312 323 320

Without state payment 64 118 176 215 239 278 312 323 320

Women
With state payment 146 141 105 83 103 135 157 168 204

Without state payment 49 72 89 83 103 135 157 168 204

Source: BBVA
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Projection of old age pensioners in the Chilean pension system, by level of pension

2005-2009 2010-2014 2015-2019 2020-2024 2025-2029 2030-2034 2035-2039 2040-2044 2045-2049
Men
Pension >50% salary 46,246 81,909 104,965 154,761 206,161 224,017 225,948 204,127 187,147 
Pension <50% salary 15,596 24,757 62,398 100,605 126,409 171,608 173,084 199,295 241,143 
Minimum pension 43,589 37,415 41,798 46,434 55,738 21,437 21,160 13,933 19,927 
Welfare pension 3,200 5,236 17,581 25,766 33,664 20,018 18,047 7,321 23,563 

Women
Pension >50% salary 51,606 72,953 7,181 8,343 8,964 9,744 24,678 5,387 33,687 
Pension <50% salary 3,823 2,508 103,354 129,677 152,631 204,019 202,140 288,864 304,825 
Minimum pension 57,280 64,812 87,986 136,352 131,758 134,775 110,800 63,416 72,429 
Welfare pension 56,419 57,293 97,819 131,431 147,035 93,459 93,521 116,790 122,086 
Source: BBVA
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Projection of commissions and risk capital in the Chilean pension system (in thousand million constant pesos)

2005-2009 2010-2014 2015-2019 2020-2024 2025-2029 2030-2034 2035-2039 2040-2044 2045-2049

5-year commissions
Men 1,412 1,790 2,191 2,579 2,887 3,179 3,495 3,854 4,213
Women 835 1,068 1,317 1,565 1,792 1,995 2,209 2,435 2,644
Total 2,246 2,858 3,508 4,144 4,679 5,174 5,704 6,289 6,857

Additional capital to pay for claims cover
Men Survivor’s 640 783 1,049 1,227 1,313 1,391 1,492 1,597 1,483

Disability 526 797 1,216 1,579 1,748 1,854 2,053 2,326 2,216
Women Survivor’s 0 0 0 0 0 0 0 0 0

Disability 369 561 787 927 976 1,031 1,130 1,152 1,071

Survivor´s Total 640 783 1,049 1,227 1,313 1,391 1,492 1,597 1,483
Disability Total 895 1,358 2,004 2,506 2,724 2,885 3,183 3,478 3,287
Total 1,534 2,142 3,052 3,733 4,037 4,276 4,676 5,075 4,770

beneficiaries + Disabled 259,762 406,217 572,658 744,132 893,291 997,176 1,052,146 1,065,850 1,056,811

Additional capital 
as %  of commissions 68% 75% 87% 90% 86% 83% 82% 81% 70%
Note: Assuming a commission of  2.3% of the contribution base
Source: BBVA


