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WHAT IS ADEQUACY?

“The adequacy of pensions is measured by their ability to prevent poverty

and by the degree to which they match the level of pre-retirement income”

Briefing of European Parliament, November 2015
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HOW TO MEASURE ADEQUACY?

Big Mac Index

Number of Big Macs

Denmark [ 428
Finland | 514

Sweden [N 263

Norway [N 23

0 50 100 150 200 250 300 350 400 450

Sources: https://www.quandl.com/data/ECONOMIST-The-Economist-Big-Mac-Index. Own calculation
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HOW TO MEASURE ADEQUACY?

Theoretical Replacement Rate

Annual pension amount (1st year of retirement)
TRR = .
Annual amount of final salary

[ How many SALARIES can you purc
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HOW TO MEASURE ADEQUACY?

Pension Wealth

GROSS PW

_ Dik=1 u¥ P (r) By

PW /
TN

Net PW

PW=PENSION WEALTH;

U = DISCOUNT FACTOR,
Pk (T‘) = PROBABILITY THAT INDIVIDUAL WHO RETIRED AT AGE R WILL SURVIVE K YEARS,

Bk = ANNUAL PENSION AT TIME K
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HOW TO MEASURE ADEQUACY?

Pensions ata Glanc
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VULNERABLE GROUPS AND DISABLED WORKERS

JOB

CALL "¢

Intermittent jobs

Widowers

Disabled

Injured workers
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VULNERABLE GROUPS AND DISABLED WORKERS
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Impairment degree from 16%
INAIL provides life annuities.
From July 25th, 2000
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PENSION WEALTH: A CASE STUDY

7

PWpisabted = PWoidage T PWnaw ]

\

Classes of impairment degree

16% - 60% 61% - 100%

Type of Event

Accident \ PWi.i16-60) | PWinj(61-100)
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PENSION WEALTH: A CASE STUDY

Life expectancy at age 67
(year 2013)
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Data source: prepared by author
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PENSION WEALTH: A CASE STUDY

Gross PWs —year 2013

PW

20 14.6

135
16 11.9

12
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Data source: prepared by author
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PENSION WEALTH: A CASE STUDY

Net PWs - year 2013
(net of taxation and SS contributions)
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Data source: prepared by author
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PENSION WEALTH: A CASE STUDY
Variations 2013 - 2018

Inj (16-60) Inj (61-100)
12% 12% 8.0%
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e(x) Gross PW e(x) Gross PW
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PENSION WEALTH: A CASE STUDY
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Thank you very much for your attention!
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Contact details:
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mail:
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+39 (06)5487-2306
r.marcelloni@inail.it
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