MANAGEMENT OF STATE-FUNDED PENSION SCHEME ASSETS 

GENERAL INFORMATION

On 31 December 2006, State-funded pension scheme (second-tier pension scheme) assets were managed by nine investment management companies and the State Treasury offering 26 investment plans. 

STATE-FUNDED PENSION SCHEME PARTICIPANTS
Before 31 December 2006, 900,098
 participants, or 77% of Latvia’s economically active population
, had joined the second-tier pension scheme. 

Of 525,575 participants of State-funded scheme (or 58%), had joined the scheme on a compulsory basis
, but 374,523 participants, or 42%, on a voluntary basis (see Figure 1). 

Figure 1

STRUCTURE OF STATE-FUNDED PENSION SCHEME PARTICIPANTS 

(number at end of period; in thousands) 
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In 2006, 183,166 State-funded pension scheme participants (or 20% of State-funded pension scheme participants) switched their investment plans.

STATE-FUNDED PENSION SCHEME ASSETS 

At the end of 2006, net assets of the State-funded pension scheme’s investment plans had grown by 55% compared to the end of 2006 and totalled 127.3 million lats. 

Average return on investment plans
 in 2006 was 2.8% (compared to 6.7% in 2005), ranging between -0.8% and 7% (in 2005, between 0.6% and 16.5%).

Investment plan management expenses are comprised of remuneration to the asset manager
, remuneration to the custodian bank
 and other investment plan management expenses
. In 2006, 1.3% of investment plan average assets were used for investment plan management.

The amount of financial investments of State-funded pension scheme investment plans on 31 December 2006 had increased totalling 122.1 million lats and was by 50% more than on 31 December 2005. 

The investment plan structure did not change substantially, 67.7 million lats, or 55% of total investments were made in debt securities and other fixed-income securities, 31.4 million lats, or 26% of total investments were time deposits with credit institutions and 17.4 million lats, or 14% of total investments were made in investment certificates of investment funds (see Figure 2).

Figure 2

STRUCTURE OF STATE-FUNDED PENSION SCHEME INVESTMENTS 

(as a percentage) 
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The share of investments in Latvia was 69% of total investments, or 84.7 million lats, but 37.4 million lats were invested in 24 other countries, as well as in international financial institutions (see Figure 3). 90% of total investments in foreign countries were invested in the European Union states. 

Figure 3

GEOGRAPHICAL BREAKDOWN OF STATE-FUNDED PENSION ASSETS

(as a percentage)
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� This report incorporates data collected by the State Social Insurance Agency on State-funded pension scheme participants.


� Data from the Central Statistical Bureau / www.csb.lv.


� All persons born after 1 July 1971 and registered for State pension insurance are registered by the State Social Insurance Agency as scheme participants on a compulsory basis.


� Return on investment plans –changes in investment plan units, excluding administrative costs, during a period to their value at the beginning of the period.


� Commission due to the asset manager under the management agreement.


� Commission due to the custodian bank under the management agreement and custodian bank agreement.


� Remuneration due to auditors as well as other investment plan management expenses.


� Securities (incl. investment certificates of investment funds) are classified according to the origin (registration) country of the issuer of securities.
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