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Hintergrundinformationen:

e Konsultationsaufruf der KOM: Savings and Investments Union

e Konsultationszeitraum: 3. Februar bis 7. Marz 2025

Text der per Online-Fragebogen libermittelten aba-Antwort:

The proposed creation of a SIU is a complex and multifaceted endeavour. As aba represents all matters
concerning occupational pensions in Germany, our feedback to this Call for Evidence relates exclusively to
matters concerning pension funds.

Pension funds would benefit from an even more integrated capital market with the potential for significant
growth and hence, higher returns on their investments. Consequently, we support the creation of a SIU. At the
same time, we acknowledge that as institutional investors, pension funds play a crucial role in establishing a
SIU by providing the EU economy with the required capital. This role has been highlighted in the reports by
Draghi and Letta, which are mentioned in this Call for Evidence.

In this context, we would like to point out that pension funds are primarily social institutions whose purpose is
to provide an adequate and reliable pension income to their members and beneficiaries. Hence, pension funds
significantly contribute to the goals laid out in Principle 15 of the European Pillar of Social Rights. In view of the
demographic challenges in the EU and the associated burden on public pension systems, this task is of utmost
importance.

Pension funds use the capital markets to diversify their assets and secure the intended returns. This is typically
achieved through a broad diversification of investments, both geographically and across sectors. The “EIOPA
IORPs in Focus Report 2024” points out that regarding Institutions of Occupational Retirement Provision
(IORPs) in the European Economic Area (EEA), “direct investments within the EEA represent 68% of [their] total
investments (...) However, when accounting for indirect investments, this share decreases to 55%”. Hence, EU
pension funds are already heavily invested in the local economy and provide it with much needed capital.

However, under current conditions, an investment strategy with not only 80% of assets or more being
allocated in EU markets (as it is suggested in the Noyer-Report), but also with a strong sectoral bias (e.g.
defence), would be hard, if not downright impossible to implement for pension funds. In order for pension
funds to be able to make the investments required to forward the SIU, the following two basic conditions must
be met:

1: The risk-return-profile must be better than for investments abroad so that the interest of the members and

beneficiaries in receiving a secure and adequate occupational pension does not conflict with such an
investment allocation.
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2: An adequate legal and prudential framework must be in place to allow for such a concentration of
investments. Any requirements to prioritize investments in certain geographic areas or sectors must not
conflict with pension funds’ fiduciary duty of achieving the best possible outcome for their members.

Generally, creating incentivized new ,,simple and low-cost investment products” might support retail
participation in capital markets in some MS, but the experiences with PEPP suggest otherwise. In Germany,
there are many reasons for the inadequate capital market participation, but the lack of products is not one of
them. We believe that the best approach for broadly increasing citizens’ capital market participation are
occupational pension schemes, i.e. a collective approach with the involvement of social partners and
employers.

German pension funds help their members and beneficiaries to build a diversified portfolio for their retirement
provision and usually provide lifelong benefits, thereby combating old-age poverty. The German legislator has
recognized that through appropriate regulation (e.g. allowing temporary underfunding), even greater potential
can be leveraged.

For a more extensive discussion on the role of pension funds in the establishment of a SIU as well as on specific

policy proposals which have recently been made in this respect, we refer to our annexed position paper
“Pension Policy in the Context of the Capital Markets Union”.
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