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10. DB FUNDING RATIOS

A significant part of OECD pension assets is still in
defined benefit and other plans which offer return or
benefit guarantees. Funding levels reflect very different
situations in a selection of OECD countries at the end
of 2013. Pension funds in Belgium, Finland, Germany, the
Netherlands, Norway, Portugal and Spain were overfunded
that year, with an average funding ratio around or
above 110%. In contrast, pension funds were underfunded
at the end of 2013 in Canada, Iceland, Ireland and the
United States. For Iceland, the very low funding ratio of 46%
refers to pension funds for public sector workers. Since the
start of the global financial crisis, the Icelandic government
has not made additional contributions to these plans.

Funding levels remained stable between 2012 and 2013
in Finland, Norway, Portugal and Spain. In Belgium, the
Netherlands and the United States, pension funds have
improved their funding position, increasing the average
funding ratio by 6 percentage points in Belgium (from 129%
to 135%), by 8 percentage points in the Netherlands
(from 102% to 110%) and by 7 percentage points in the
United States (from 65% to 72%). The opposite trend can be
observed in Germany, where pension funds saw their over-
funding position slightly decline between 2012 and 2013 by
4 percentage points (from 119% to 115%).

Funding levels are calculated using national (regula-
tory) valuation methodologies and hence cannot be
compared across countries. Differences in methodology are

substantial as some countries like Germany and Spain use
fixed discount rates while others like the Netherlands and
Sweden use market rates. Discount rates have a major
impact on funding levels, a 1% decline in the discount rate
causing a roughly 20% increase in a pension fund liabilities.
Since 2012, the Netherlands and Sweden apply a new
methodology for setting the discount rate. Pension funds in
the Netherlands can use an ultimate forward rate (UFR) for
long maturities as the discount rate, based on long-term
assumptions about growth and inflation. In Sweden, the
regulator sets a floor on discount rate.

Definition and measurement

The level of funding, that is, the ratio of pension plan
assets to liabilities, is estimated using country-specific
methodologies. Methodologies differ across countries with
respect to the formula used, the discount rate (e.g. a market
discount rate, or a fixed discount rate), or with the way
future salaries are accounted for (e.g. liabilities can be
based on current salaries or on salaries projected to the
future date that participants are expected to retire). In
addition, some countries calculate a funding ratio for each
pension funds and calculate an average (simple or
weighted) thereafter, while other countries only calculate
an aggregate funding ratio for the whole pension fund
industry.

Key results

Average funding ratios of defined benefit pension plans varied greatly across countries at the end of 2013. For the
countries that report such data to the OECD, funding levels improved in 2013 relative to 2012, with the exception of
Germany where pension funds’ overfunding position slightly declined. Funding levels are calculated using national
(regulatory) valuation methodologies and hence cannot be compared across countries.
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10.11. Average funding ratio of DB pension plans in selected OECD countries, 2012-13
In percentage

Note: n.a. = Not available.
Source: OECD Global Pension Statistics.

1 2 http://dx.doi.org/10.1787/888933300942

140

0

20

40

60

80

100

120

2012 2013

n.a.n.a.n.a.n.a.

Belg
ium

Can
ad

a

Fin
lan

d

Germ
an

y

Ice
lan

d

Ire
lan

d

Neth
erl

an
ds

Nor
way

Por
tug

al
Spa

in

Swed
en

Unit
ed

 King
do

m

Unit
ed

 Stat
es

http://dx.doi.org/10.1787/888933300942


From:
Pensions at a Glance 2015
OECD and G20 indicators

Access the complete publication at:
https://doi.org/10.1787/pension_glance-2015-en

Please cite this chapter as:

OECD (2015), “DB funding ratios”, in Pensions at a Glance 2015: OECD and G20 indicators, OECD
Publishing, Paris.

DOI: https://doi.org/10.1787/pension_glance-2015-40-en

This work is published under the responsibility of the Secretary-General of the OECD. The opinions expressed and arguments
employed herein do not necessarily reflect the official views of OECD member countries.

This document and any map included herein are without prejudice to the status of or sovereignty over any territory, to the
delimitation of international frontiers and boundaries and to the name of any territory, city or area.

You can copy, download or print OECD content for your own use, and you can include excerpts from OECD publications,
databases and multimedia products in your own documents, presentations, blogs, websites and teaching materials, provided
that suitable acknowledgment of OECD as source and copyright owner is given. All requests for public or commercial use and
translation rights should be submitted to rights@oecd.org. Requests for permission to photocopy portions of this material for
public or commercial use shall be addressed directly to the Copyright Clearance Center (CCC) at info@copyright.com or the
Centre français d’exploitation du droit de copie (CFC) at contact@cfcopies.com.

https://doi.org/10.1787/pension_glance-2015-en
https://doi.org/10.1787/pension_glance-2015-40-en



