
1 |  KOOTHS: Niedrigzinspolitik, Vermögensbildung und private Altersvorsorge – Globale Perspektive 

Institut für Städtebau, Wohnungswirtschaft und Bausparwesen | Berlin, 6. März 2015 
50. Königsteiner Gespräch: 
„Auswirkungen der EZB-Niedrigzinspolitik auf Vermögensbildung und private Altersvorsorge“ 

 
 

Niedrigzinspolitik, Vermögensbildung 
und private Altersvorsorge – Globale Perspektive 

Prof. Dr. Stefan Kooths 
Institut für Weltwirtschaft an der Universität Kiel, Prognosezentrum 
Business and Information Technology School (BiTS), Campus Berlin 



2 |  KOOTHS: Niedrigzinspolitik, Vermögensbildung und private Altersvorsorge – Globale Perspektive 

General remarks from a global viewpoint 

 Global landscape 
» Mankind‘s largest monetary experiment of all peace times 

» Potentially misleading signals from „Inflation targeting“ 

 Experience from „Quantitative Easing“ 
» Extremely heterogeneous (theoretically and empirically) 

» Story not over yet: Exit experience is missing 

 Financial crisis and capital stock distortions 
» Macro-analysis prone to misleading results (structural problems) 

» Underlying mismatches are non-monetary by their very nature 

 Role of interest 
» Aligning time preferences and production structures … 

» … or just another macro policy instrument? 
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Policy rates of main central banks at ultra-low levels 
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Central bank balance sheet expansion 
Total assets on central bank balance sheets (end-of-period values), $ trillion, converted at 2013-Q2 exchange rate 
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Interest rates: A centenary perspective 
Nominal and real 10-year government bond yields 1900-2011 

 Interest regime transitions vs. ultra-low interest regimes 

 Future is per se uncertain, but: artificial intervention risks 
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Savings/retirement products: Types of contracts 

 Insurance industry 
» Fixed return (guaranteed by insurance company) 

» Unit-linked (variable return depending on portfolio performance) 
 

 Pension funds 
» Defined benefit (DB) 

 Some or all risks are borne by fund and its sponsor 

 Pension liabilities consist of technical provisions 

» Defined contribution (DC) 

 All risks are borne by participants 

 Total entitlements are equal to the value of the scheme‘s assets 
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Life insurance companies and pension funds 

 Large segment of the global financial system 
» Channeling huge saving volumes into wide range of financial markets 

» Providing long-term funds to various sectors in the economy 

 Insurance investments concentrated in life insurance industry 
» $ 18.7 trillion (end-2009) out of $ 22.6 trillion 

» European entities account for nearly half of global insurance assets 

 Key role in fixed income markets 
» > 40 percent (Switzerland, Netherlands, Nordic countries) 

» > 30 percent (Canada, United Kingdom) 

» >10 percent (other major markets like France, Germany, United States) 
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Asset allocation of insurance companies and pension funds 
Selected investment categories, at and-2009 
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Footprint of life insurance and pensions funds industry 
Total investment expressed as percentage of financial system assets 
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Product characteristics and insurers‘ interest rate exposure 
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Low-interest-rate regimes increase cost guarantees 
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Lack of long-term assets complicates insurers‘ ALM 
Technical provisions of non-live and life insurance companies vs. outstanding government bonds 
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Insurance vs. banking business models 
Source: OECD, Standard and Poor’s 

 

Failure-Rating (S&P) „R“ (regulatory event) „D“ (default) 
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Impact of lower interest rates on different sectors 
Estimated cumulative change in net interest income 2007-12, 4 billion, converted at 2012 exchange rate 
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Banks‘ effective interest margins (I) 
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Banks‘ effective interest margins (II) 
Effective rates paid/received on deposits and loands, percent 
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US: Mortgage rates and house prices 
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UK: Mortgage rates and house prices 
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US: Spill-overs of „Quantitative Easing“ to emerging markets 
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Life insurance industry failure: The Japanese case in a nutshell 
Source: Swiss Re Economic Research & Consulting 

 1985/1986 

» Significant losses in foreign currency holdings after 50 % appreciation of the yen 

» Increasing investments in booming Japanese stock market 

» Aggressive marketing of new long-term policies (guaranteeing up to 6 % return) 

 1990s 

» 1990: Japanese stock market bubble burst (equity returns and bond yields drop 
significantly), deteriorating insurers‘ balance sheets further 

» 1991: BoJ aggressively cuts discount rate diving into zero-interest-rate regime 

» Pressure for positive cash flows met by keeping business sales high via overly 
generous guarantees until mid-1990s: LICs operating with negative spreads 

 Late 1990s/early 2000s 
» Loss of credibility triggered a spike in surrenders 

» 1997 bankruptcy of Nissan Mutual Life, followed by 7 other mayor life companies 
(liquidated or taken over by domestic or foreign companies by 2002) 

 Low interest rates ending an already hopeless situation 
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Japanese life insurers in the 1990s 

 

, BIS 
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Japanese life insurers in the 2000s 

 

Source: LIAJ – The Life Insurance Association of Japan (2014) 



23 |  KOOTHS: Niedrigzinspolitik, Vermögensbildung und private Altersvorsorge – Globale Perspektive 

Bankruptcy cases of life insurers in Japan 

 

Source: LIAJ – The Life Insurance Association of Japan (2014) 
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Resolution of insolvent Japanese life insurers 
The Life Insurance Policyholders Protection Corporation of Japan (PPCJ) 

 

Source: LIAJ – The Life Insurance Association of Japan (2014) 
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