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About PensionsEurope 
 
PensionsEurope represents national associations of pension funds and similar 
institutions for workplace pensions. Some members operate purely individual pension 
schemes. PensionsEurope Members are large institutional investors representing the 
buy-side on the financial markets. 
 
PensionsEurope has 24 member associations in EU Member States and other European 
countries with significant – in size and relevance – workplace pension systems1. 
 
PensionsEurope member organisations cover the workplace pensions of about 62 
million European citizens. Through its Member Associations PensionsEurope represents 
more than € 3.5 trillion of assets managed for future pension payments. 
 
PensionsEurope also has 25 Corporate and Supporter Members which are various 
service providers and stakeholders that work with IORPs. 
 
PensionsEurope has established a Central & Eastern European Countries Forum (CEEC 
Forum) to discuss issues common to pension systems in that region. 
 
PensionsEurope has establishes a Multinational Advisory Group (MAG) which delivers 
advice on pension issues to PensionsEurope. It provides a collective voice and 
information sharing for the expertise and opinions of multinationals. 
 
Contact: 
Mr Matti LEPPÄLÄ, Secretary General/CEO 
Koningsstraat 97, rue Royale  – 1000 Brussels 
Belgium 
Tel: +32 (0)2 289 14 14 – Fax: +32 (0) 289 14 15 
Matti.leppala@pensionseurope.eu 
www.pensionseurope.eu 
 

 
 
 
 
 
 
 

 
                                                           
1
 EU Member States: Austria, Belgium, Croatia, Finland, France, Germany, Hungary, Ireland, Italy, 

Luxembourg, 
Netherlands, Portugal, Romania, Spain, Sweden, UK. Non-EU Member States: Guernsey, Iceland, 
Norway, Switzerland. 
 

mailto:Matti.leppala@pensionseurope.eu
http://www.pensionseurope.eu/
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Key points 

With this general paper, PensionsEurope wants to contribute to the debate about investment in 

Europe – one of the major themes of the European Commission. In addition, PensionsEurope will 

respond to the consultation of the European Commission on the Capital Markets Union.  

 PensionsEurope agrees with the ambition of the European Commission to build a 

European Capital Markets Union (CMU). Structured in the right way, this initiative could 

facilitate long-term investment in Europe. 

 A pension fund’s role is to provide pensions. Pension funds invest in the interest of their 

beneficiaries, making investment decisions based on the nature of their liabilities and the 

risk-return profile of their assets. Pension funds use financial markets and long-term 

investments as a tool to obtain this goal. 

 The CMU should enhance the free movement of capital, as well as remove regulatory 

barriers to pension funds’ investments in the real economy. 

 Pension funds are potential ‘natural’ long-term investors, due to the long maturities of 

their liabilities. Under the right conditions, pension funds’ capital can contribute to the 

development of the real economy and drive growth by making long-term investments. 

Long-term investors also contribute to financial stability. 

 Regulation (prudential) and supervisory frameworks should encourage long term 

investments. Mismatches between short term regulatory framework and/or supervisor 

behavior and long term ambitions of pension funds should be addressed. 

 We should avoid extra costs on pensioners (e.g. with a potential FTT). Regulation should 

not unduly lock capital in the pension funds, which could be put to more productive use. 

 Improving standardisation and transparent information (e.g. in infrastructure) could 

remove barriers for investment in capital markets by pension funds. 

 Unfavorable treatment of long-term investments such as infrastructure projects should 

be addressed by Member States. 

 European pension funds are very diverse – and so are the (potential) obstacles that 

pension funds in different Member States face when making investments in capital 

markets. Therefore, the exchange of ideas and best practices to incentivize investments 

in the real economy is crucial.  

 Pension funds need a stable long-term investment environment. Political risks (i.e. 

changes in policy with adverse effects on investments) discourage long-term investments 

in the real economy, such as in infrastructure. 
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Introduction 

The European Commission published on 18 February a Green Paper launching a consultation on 

a Capital Markets Union (CMU), to build a single market for capital. According to the European 

Commission, the CMU initiative should diversify and broaden the availability of finance for (long-

term) projects and for enterprises, who at the moment rely mainly on banks. The CMU should 

also lead to more effective markets (matching of supply and demand of funding, less market 

fragmentation). In the end, the CMU should contribute to economic growth and job creation in 

Europe.  

For institutional investors, the CMU presents additional opportunities ‘to put their money to 

work’. The European Commission foresees that institutional investors should benefit from a 

greater choice of investments, accessible at lower costs, with effective investor protection. 

According to the EC, the Green Paper ‘seeks to identify measures which could attract a greater 

flow of capital from institutional investors to a broader range of assets’. 

PensionsEurope supports the building of a Capital Markets Union.  The success of the CMU will, 

inter alia, depend on whether it will really facilitate (long-term) investments by pension funds 

and other institutional investors in the European economy.  

 

Pension funds and investment 

Pension funds already are important investors in the European economy 

Pension funds are key institutional investors, which represent the buy-side on the financial 

markets. Pension funds channel savings into the economy. PensionsEurope’s member 

organizations cover the workplace pensions of about 80 million citizens and represent 

approximately 3.5 trillion euro of assets managed for future pension payments.  

Pension funds, as institutional investors, already invest a large share of their assets in the 

European economy. The level of assets invested in the EU differs between Member States (e.g. 

for reasons of risk allocation and diversification and differences between pension systems). For 

Dutch pension funds, this is on average 50% of total assets. For Italy this is on average 82%. For 

Belgium this is on average 72%. 
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What kind of investors are pension funds? 

Occupational pensions have a social character. The outcomes of pension funds’ investments 

impact on their beneficiaries, who count on them to deliver good and adequate retirement 

income. In many countries sponsors play an important role, in supporting pension provision. 

Therefore, pension funds put money to work in the interest of their beneficiaries – their purpose 

is to provide pensions.   

Pension funds are potential ‘natural’ long-term investors, due to the long maturities of their 

liabilities. Under the right conditions, pension funds’ capital can contribute to the development 

of ‘the real economy’ and drive growth by making long-term investments (NB. Pension funds will 

also make medium and short term investments, e.g. for the purpose of liquidity management). 

Long-term investors also contribute to financial stability, as they are less sensitive to short-term 

fluctuations on financial markets. Furthermore, some pension funds express the desire to play an 

important role in the field of ESG investments.  

However, despite these preliminary considerations, PensionsEurope believes that freedom of 

investment remains crucial. Pension funds invest for their beneficiaries, namely current and 

future pensioners. Investments have to be in line with their interests and the objectives of the 

fund. Therefore pension funds should never – either directly or indirectly – be urged or obliged 

to invest (or divest) in specific projects, asset classes or in particular geographic areas. Member 

States and the European Commission should further stress the principle of investment freedom. 

Many pension funds are global investors. Diversification (of risk) is a crucial part of their 

investment strategy.  

 

The European pension funds sector is very diverse 

The organization of pension systems is a Member State competence. As a result, there is not a 

single European investment culture for pension funds. Pension funds from different Member 

States differ widely in size, investment beliefs and strategy, nature of their liabilities (DB /DC), 

etc. In some Member States sponsor companies with legally or non-legally binding sponsor 

obligations are an important part of the pension system. Some pension funds are able to build 

specific (in-house) capacity and the knowledge required for e.g. infrastructure investment or 

private equity investments, while other pension funds are less able to do so and rely more on 

external managers. 
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Therefore, the barriers that pension funds encounter when investing differ. The Capital Markets 

Union should not promote a particular investment culture or trend, even if it were possible as it 

would entail systemic risk by creating herding behaviour, but should instead recognize the 

variety of investment cultures and aim to facilitate all of them within the CMU. Only then will the 

CMU be able reach its full potential.  

 

Investment environment 

The current monetary environment poses a challenge for pension funds. Monetary policy 

(including Quantitative Easing) has triggered the lowering of interest rates to ultra-low or 

negative levels, with consequences for both DB and DC schemes. In April 2015, PensionsEurope 

published a paper about the impact of QE on pension funds. In particular, short-term 

consequences need to be addressed. In the long term pension funds need economic growth.  

Traditionally, pension funds invest a substantial part of their portfolio in bonds. Monetary policy 

incentivizes pension funds to explore alternative investments that provide greater returns 

(through capital markets: e.g. infrastructure, private equity and private real estate). However, it 

needs to be stressed that these investment categories bring additional challenges as well: in 

terms of capacity (experience), level of risk as well as higher costs. Cost-effectiveness is of 

utmost importance for pension funds, as is the balance between risk and return.  

 

Regulation 

PensionsEurope strongly supports the development of workplace pensions within Member 

States (including creating a conscience about the importance of private pensions to achieve an 

adequate retirement income). This would contribute to the development of capital markets in 

Europe. As a general rule, to support the development of workplace pension funds, Members 

States should consider to apply the most favorable tax treatment for pension funds – thereby 

incentivizing the development of savings in workplace pension schemes. 

Two principles are central to pension funds investment policy: the freedom of investment (i.e. 

IORP article 18) and the prudent person principle, both aimed at pursuing the members’ best 

interest. Regulatory barriers preventing the flow of pension capital to long-term investments 

exist. Removing these obstacles will boost the development of the CMU. 
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Pension funds need to have a stable long-term investment environment. This requires long term 

stability in public policy. ‘Political risks’ (i.e. changes in policy which affect investments) 

discourage long-term investments in the real economy, such as in infrastructure. Pension funds 

also need a stable long term legal and fiscal framework that can build up and maintain a high 

degree of trust of both sponsors and beneficiaries. Member States should rigorously abstain 

implementing any measure that endanger this trust or that undermines the attractiveness of 

pension funds. For example, the use of pension funds to finance public budget deficits or the 

introduction of fees or taxes that apply to private pensions cannot in any measure be accepted. 

 

Pension regulation 

Imposing inappropriate quantitative measures or capital requirements on pension funds (e.g. in 

the context of additional IORP solvency requirements or EIOPA’s work on the Holistic Balance 

Sheet) and imposing a short term risk free discount rate to value liabilities would have negative 

effects on the investment capabilities of pension funds. They could discourage the development 

of occupational pension schemes which are important channels of finance for the European 

economy. Regulation should not unduly lock capital in the pension funds. Furthermore, 

increasing costs of pension schemes will leave less capital available for investments in the 

European economy.  

 As a general principle, prudential regulation applying to pension funds should not 

discourage long-term investments. At the moment, there are many examples of national 

prudential regulation or supervision that discourages long-term investments, by focusing 

on short-term liquidity and too strictly regulating (‘punishing’) illiquid assets. This is not 

sufficiently in accordance with the nature of the liabilities of pension funds, and may 

excessively limit asset allocation to long-term investment categories. PensionsEurope 

therefore calls on the Member States to identify and remove barriers for long-term 

investment in their national prudential regulation and supervisory frameworks.    

 Furthermore, there are examples of unfavourable treatment of long-term investment 

asset classes such as infrastructure projects in national regulation (including unbalanced 

risk weights versus other asset classes). Member States could provide tailored solutions 

for these categories (see also the section below about instruments). 
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 Finally, the interaction between the current monetary environment and regulatory 

frameworks should be considered by Member States. The regulatory framework forces 

pension funds in holding substantial allocations in low-yielding government bonds.  

 

Financial markets regulation 

In recent years, the Council of the EU and the European Parliament have adopted a large number 

of legislative acts which aimed at improving the functioning of the markets.   First and foremost, 

pension funds need a stable financial system. PensionsEurope fully supports financial market 

regulation which reinforces the stability of the financial system.  

However, PensionsEurope notes that some regulation seems to do the opposite, not serving the 

objective of ‘putting capital to work’ as it locks capital unduly in the funds. Specific 

characteristics of pension funds need to be taken into account. PensionsEurope agrees with the 

idea expressed in the Green Paper that no major additional regulation is needed but only the 

recalibration of existing regulation. 

 First, since much financial regulation is based on a “one size fits all” principle, pension 

funds face financial regulation (EMIR, MIFID) that is not conducive to holding long-term 

assets (guarantees, maintaining liquidity and taxes on transactions).  PensionsEurope 

therefore welcomes the upcoming review of EMIR and calls on the European 

Commission to propose solutions which would not hinder the long-term investment 

capabilities of pension funds.  

 Secondly, PensionsEurope calls upon the Commission and Member States to refrain from 

developing an FTT, because of the extra costs it would impose on pension scheme 

members. It would imply either lower benefits or increased contributions by employees 

and/or employers (which will also have negative effects on the economy). Furthermore; 

an FTT, if implemented, will not only be detrimental to pension funds but also for the 

European capital markets. In fact, the introduction of an FTT would have significant 

adverse consequences in the attractiveness and competitiveness of the European capital 

markets, both for international and European investors. 

 In its position paper of September 2014 PensionsEurope has welcomed the 

Commission's aim with the Shareholder Rights Directive to encourage and facilitate long-

term shareholder engagement with investee companies. An engaged shareholder base 

alongside high standards of governance, transparency and protection of minority 
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shareholder rights should enhance the attractiveness of the EU market for both investors 

and issuers, and as such play a role in driving economic growth across Europe. However, 

some concerns remain in relation to the proportionality of the proposal, mainly in 

relation to enhanced voting rights and the investment strategy. In other words: The 

Shareholder Rights Directive should improve the attractiveness of EU capital markets 

and not make it more difficult or costly for pension funds to invest. 

 Additionally, pension funds have a need for a stable regulatory environment. Rather 

than introducing new regulation, the European Commission should evaluate the existing 

regulation and assure that regulation that currently is being implemented (such as EMIR) 

should not discourage long term investments by pension funds. Furthermore, the 

cumulative impact of financial market regulation on pension funds needs to be 

considered and appropriate legislative modifications should be proposed: hereby 

lowering the administrative and regulatory costs for pension funds and their asset 

managers. 

 

International accounting rules 

Although pension funds typically have long term liabilities, the use of discount rates which refer 

to short-term references on financial markets introduce artificial short term volatility in the 

sponsor’s balance sheet. This has an impact on the investment choice and might jeopardize their 

long-term investment approach.   

 

Instruments 

There is a broad range of financial instruments available for investment. Some of these 

instruments are however used on a limited scale, because of unfamiliarity or lack of 

standardisation.  

 

Standardisation and transparency 

The lack of standardisation and transparent information constitutes an important barrier to the 

alternative investments made by the pension funds (e.g. investment in non-listed companies, 

SMEs, private equity and private debt, real estate, infrastructure).  The creation of specific 

alternative investment categories combined with the development of a set of minimum 
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information standards for credit reporting and assessment would represent a fundamental step 

to support investments (both in terms of availability and costs).  

In particular, some parts of real estate and infrastructure investment could benefit from 

standardisation. Furthermore, standardisation in accounting and reporting standards for non-

public companies would lower costs and facilitate potential investors in their due diligence and 

investment decisions. 

More standardisation could also positively affect the demand for securitisations, such as Asset 

Backed Securities. One example where this has happened is in the residential mortgage-backed 

securities (RMBS) market.  

 

Securitization 

PensionsEurope supports initiatives to develop high quality and transparent securitization. These 

instruments could open capital markets finance for e.g. SME’s – and under the right conditions 

create an asset class for institutional investors such as pension funds.  Securitization shouldn’t be 

a matter of simply taking loans off bank balance sheets and selling them on to pension funds, but 

should be a tool to facilitate co-financing of loans by banks and pension funds. 

Nonetheless, as securitized products are likely to remain complex some pension funds currently 

want to reduce their exposure to complex products and asset classes (as concrete examples in 

Member States show). Therefore, alternative options such as private placements could be 

considered as well. 

In the case of SME’s it should also be stressed that pension funds cannot nor will replace the role 

of banks in the financial system. Banks possess (local) expertise which allows them to assess local 

markets and manage risks and often have multi-product relationships with their clients. 

 

Infrastructure 

Pension funds are already important investors in infrastructure (both directly and indirectly). 

Specific issues are: 

 There is a shortage of operational projects that offer an attractive investment 

propositions. Pension funds are cautious investors which will most of the time only want 

to invest in the phase where risks are lower. 
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 An alternative is the development of Public Private Partnerships with a DBFMO (Design 

Build Finance Maintain Operate) approach. These types of projects are currently mainly 

found in the UK and the Netherlands.  

 In general, large (well structured) infrastructure projects have no problem finding 

finance. Small / medium sized projects do often lack scale which makes the effort 

required to invest less attractive.  

 Standardisation, documentation and data availability matter – and could make this asset 

category more attractive (in terms of risk-assessment and costs) for pension funds. 

 Political and regulatory risks matter. Often, government policy is important in decisions 

on infrastructure projects. There are many examples, e.g. in the field of sustainable 

investment, where governments have changed policies which affects investments which 

were decided on based on the original government policy. Government policy needs to 

remain consistent or risks making investors extremely wary of future investments. 

 Many infrastructure projects receive funding through for example the EIB. This is done 

against such low interest rates and risk premiums that private parties cannot compete 

and are crowded out of the infrastructure market. A better way would be to start 

offering projects to private investors, and then fund projects that did not manage to 

attract private funding through European/government financing. 

Treatment of infrastructure investments within regulatory and solvency frameworks should be 

appropriate. Furthermore, for pension funds in some Member States the practical know-how 

framework (e.g. experience with legislation, supervision – for both pension funds and 

supervisors) for investment in infrastructure is currently missing, which constitutes a serious 

obstacle for infrastructure investment.   

The pension fund  sector is very diverse. While in recent years some pension funds have acquired 

in-house capacity for infrastructure investment, especially small and medium sizes pension funds 

face a challenge as they lack the expertise necessary when dealing with such investments. On the 

other hand, large pension funds prefer infrastructure investments to have a certain scale, which 

is not always available.  

Because of this diversity, tailored responses are key. In the UK the Pensions Infrastructure 

Platform is a good example of how knowledge and experience about infrastructure investments 

are shared. The advisory hub and technical assistance in the EU Investment Plan could also help. 



   
PENSIONSEUROPE POSITION ON CAPITAL MARKETS UNION  

 
 

 

12 

Furthermore, the use of a consortium among small-sized pension funds reasonably helps 

overcoming some obstacles to the investment in infrastructures, as it allows an adequate mass 

of assets to be profitably invested, and it could be the right way to develop and share skills and 

know-how and develop economics of scale.  

 

ELTIFs 

PensionsEurope welcomes the introduction of the ELTIF. ELTIFs could especially be useful for 

smaller pension funds. The take up of ELTIFs could be encouraged by a favourable treatment in 

regulation (including taxes). Also, their use might be increased by making their added value more 

well-known to pension funds and their asset managers.  

 

Other issues 

In this section PensionsEurope reflects on several other issues which relate to the debate about 

the CMU. 

 

EU Investment Plan 

PensionsEurope welcomes the EU Investment Plan. It wishes to stress three points: 

 We need effective intermediate channels to promote investments. PensionsEurope 

welcomes the development of a project pipeline and of an advisory hub within the 

Investment Plan for Europe.  

 The EFSI should target projects where financing is not available from other sources under 

reasonable terms. In other words: the EFSI should facilitate additional investment and 

not ‘compete’ with private investors such as pension funds.  

 With the EU Investment Plan and CMU combined, the EU has the ability to provide 

investors and policy makers the opportunity to come together and exchange ideas on 

how initiatives to incentivize certain investments, especially when done at the local or 

Member States level, could be improved. In the longer term, this might lead to a more 

integrated CMU in the EU, with more direct financing. 
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Personal pensions 

In April 2014 PensionsEurope published a position paper on personal pensions. PensionsEurope 

supports the development of a strong EU framework of supplementary pension savings. Such 

framework must clearly differentiate between the three so-called pillars (state, workplace, and 

personal pensions), ensuring that all the existing national regimes are taken into consideration. 

It is PensionsEurope’s view that state and workplace pensions should provide the bulk of the 

retirement income, as they have advantages compared to personal pension products. However, 

third pillar retirement products can also be a useful instrument to further top up the retirement 

income in a customized, individualistic way and contribute to securing the future adequacy and 

sustainability of retirement income. Also, those people who do not have access to workplace 

pensions and need to save for their retirement could benefit from personal pensions. In order to 

achieve this goal, it is of key importance to adequately define the scope of personal pension 

products, clearly differentiating them from workplace pensions. 

Furthermore, PensionsEurope notes that personal pensions tend to be individual contracts with 

individual investment accounts and therefore have a more limited ability to invest in illiquid 

assets. 

 

ESG investments 

Pension funds play an important role in the field of ESG investment. Although social gains cannot 

substitute financial returns, pension funds acknowledge that ESG elements are important for 

both current and future generations. Therefore, pension funds are increasingly searching for 

investment opportunities that also address major societal challenges such as climate change.  

Pension funds aim to add value by ensuring their capital is engaged capital. These kind of 

investments are best facilitated by a stable regulatory and policy environment, for example in 

the field of renewable energy. 

The European Commission could take action in order to facilitate this kind of investment, as well 

as by supporting national initiatives. In order to do so, regulatory and policy stability is of 

quintessential importance.  

In addition, the European Commission could play an important role in promoting the 

development and use of existing standards. Standards are useful and necessary with regard to 

the assessment of sustainability and governance performance in all asset classes.  We would also 

welcome further work on developing common standards for infrastructure investments.  As ESG-
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factors are also part of risk-management for pension funds, such standards enable them to take 

such aspects into account. 

 

Role of ESA’s 

PensionsEurope is concerned about some of EIOPA’s activities, as it seems to be extending its 

activities (e.g. on the Holistic Balance Sheet) without sufficient accountability towards 

stakeholders or political institutions. EIOPA’s accountability could be increased. 

In general, we would like to call for more transparency within the supervisory processes, a 

proper cost-benefit analysis of the impact of EU regulation on pension funds, and to provide 

stakeholders at least the standard of three months to respond to consultations (some of which 

are highly technical). 

Furthermore, we stress the character of pension provision as part of social and labor law. 

Regarding occupational pensions it was not clarified and precisely defined which tasks and 

competences an EU supervisory authority should or could (considering the crucial role of 

national social and labor law for key questions regarding the design of occupational pensions) 

have. 

 

Long term priorities 

In the Green Paper the European Commission also touches upon several long term priorities. 

These include cross-border tax issues, insolvency rules and company law. PensionsEurope 

supports removing barriers for cross-border investment. 


