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1 Market participants

At end-Q3 2023, the market of voluntary pension funds (VPFs) included four companies
managing seven VPFs, two custody banks, five intermediary banks and one insurance brokerage
undertaking.'
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At end-Q3 2023, total employment in VPF management companies was 131, up by two from a
quarter earlier.

The NBS licenses sales agents, who passed professional examinations and fulfilled other
requirements, to disseminate information about VPF operation. At end-Q3 2023, the number of sales
agent licences remained the same (1085).2

As brokers — management companies, banks and insurance undertakings may engage sales agents.
At end-Q3 2023, management companies employed 111 persons, intermediary banks 467 persons and
insurance undertaking 93 persons.

! Raiffeisen Bank a.d. Beograd, OTP banka Srbija a.d. Novi Sad, NLB Komercijalna banka a.d. Beograd, Addiko Bank a.d.
Beograd and AIK Banka a.d. Beograd, as well as joint-stock insurance undertaking DDOR Novi Sad, Novi Sad.

2 Licensing examination for dissemination of information on VPF operations is organised twice a year (in May and
September).



2 VPF net assets

At end-Q3 2023, net assets of VPFs equalled RSD 52.4 bn,

increasing by 1.2% g-o-q. The changes in the value of net assets ~ 4¢ end-Q2 2023, net VPF assets

o . . lled RSD 52.4 bn.
reflect net contributions,® withdrawals and investment returns. equatie "

In Q3 2023, total contributions amounted to RSD 1.1 bn,
withdrawals to RSD 608.2 mn and investment returns to RSD 168 mn.

End-of-period net assets of the VPF sector
(in RSD bn)
2023
Q1 Q2 Q3
Fos Fo1 Fu7 Fa3s Fos9 F328 F362 Fa02 ¥a52 Fa70 T 401 Faso Fa97 Fs18 ¥ 524

201 202 2013 20% 201 206 2077 2018 200 2020 2021 2022

Source: National Bank of Serbia.

End-of-period sector concentration
(Herfindahl-Hirschman Index)
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Source: National Bank of Serbia.

Measured by HHI, market concentration in the sector* at end-Q3 amounted to 2,749 points, which
indicates high concentration in the VPF market.

According to the size of net VPF assets relative to total net assets of the sector, two funds were
classified as “large” and two as “medium”. Together, they held 91.4% of the market share, with the
largest fund accounting for 41.4%.

Number of funds by groups divided by market share

(in units)

i 2023
Shareinnetassets  ,op 208 204 205 206 207 208 200 2020 2021 2022
(%) Q Q2 a3
Large (20 and above) 2 2 2 2 2 2 2 2 2 2 2 2 2 2
Medium (5 - 9.99) 2 2 2 2 2 2 2 2 2 2 2 2 2 2
Small (0 -4.99) 5 2 2 3 3 3 3 3 3 3 3 3 3 3

Source: National Bank of Serbia.

3 Net contributions are total contributions minus the front-load fee.
4 In terms of the share in total net assets.



3 Structure of VPF assets

At end-Q3 2023, the structure of investment of VPF

assets remained broadly unchanged compared to the prior Yajorityloffasseisweresinyesied in

. . government debt instruments —
period. Government bonds accounted for the major part of 74 50,

VPF assets — 74.5%. Balances held in custody accounts and
term deposits with banks made up 13.8%, and investment in
shares 10.8%.

Structure of VPF assets
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Source: National Bank of Serbia.

Portfolio of government debt instruments (bonds of the Republic of Serbia) kept the dominant
position in total fund assets at the end of this period, too. The share of these financial instruments in
fund assets went down from 77.4% at the end of the previous quarter to 74.5%.

Q-0-q, aggregate exposure to the shares of domestic legal persons edged down from 11.1% to
10.8% of total fund assets.

At end-Q3 2023, 7.4% of government debt instruments were with the maturity of up to one year,

13.9% between one and two years, 38.2% between two and five years, 36.6% between five and ten
years, and 3.9% over ten years.



The average maturity of assets’ invested in government debt instruments was 5.2 years.

Maturity structure (government fixed income securities)
(in RSD bn)
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Source: National Bank of Serbia.

At end-Q3 2023, 79.4% of total assets were in dinars and 20.6% in a foreign currency (EUR).

4 Return on investment

At end-Q3 2023, the FONDex® reached 3,262.61 points.” FONDex return, which represents the
weighted average return of all funds, equalled 7.9% in the past year. Since the start of VPF operation,®
FONDex return has equalled 7.3%. Given the structure of VPF investment, the return is influenced by
the change in the value of government debt instruments,” change in the prices of shares, change in the
value of investment units of open-end funds, level of the key policy rate, banks’ interest rates, and
changes in the dinar exchange rate against the euro.

In Q3 2023, there were no issues of dinar-denominated government debt instruments in the
primary market.

There were no issues of euro-denominated government debt instruments in Q3 2023 either.

3 The maturity of instruments weighted by their share in total investment in government debt instruments.
% FONDex indicates movements in investment units of all VPFs in the market.

7 The initial FONDex value on the first business day of the first VPF, 15 November 2006, was 1,000.
8 Annual rate.

° A decline in interest rate leads to an increase in the prices of debt instruments and vice versa. The prices of longer-maturity
instruments are more sensitive to interest rate changes.



Market value of issued dinar-denominated government debt instruments,
by maturity
(in bin RSD)
M aturity Q32022 Q42022 Q12023 Q22023 Q32023
3m - - - - -

6m - - - - -

24m - - 27.2 - -
36m - - - - -
60m - - - - -
84m - - - - -
20m - - - - -
#“4m - - - - -
Total r 317 - r 272 - -

Source: Ministry of Finance.

Accepted rate of issued dinar-denominated government debt instruments,
by maturity

M aturity Q32022 Q42022 Q12023 Q22023 Q32023
3m - - - - -

6m - - - - -

24m - - 6.0% - -
36m - - - - -
60m - - - - -
84m - - - - -
20m - - - - -
#“4m - - - - -

Source: Ministry of Finance.

Market value of issued euro-denominated government debt instruments,
by maturity
(in EUR mn)

M aturity Q22022 Q32022 Q42022 Q12023 Q22023 Q32023
2m - - - - - -
24m - - - ¥ 15 - -
36m - - - - - -
60m - - - - - -
84m - - - - - -
20m - - - - - -
“4m - - - - - -
180m - - - - - -
240m - - - - - -
Total - ; . F 375 . -

Source: Ministry of Finance.



Accepted rate of issued euro-denominated government debt instruments,
by maturity

M aturity Q22022 Q3 2022 Q4 2022 Q12023 Q22023 Q32023
2m
24m - - - ¥ o25%
36m
60m
84m
20m
#“4m
1B80m
240m

Source: Ministry of Finance.

The prices of shares in the Belgrade Stock Exchange (BSE), measured by the BELEX15 index,
rose by 2% in Q3 2023 (index value at end-September 2023 was 886.89). The index rose by 7.2% over
the past year.

The key policy rate equalled 6.5% at end-September 2023. The level of interest rates earned by
funds on dinar assets in custody accounts mirrored the movement in the key policy rate.

In Q3 2023, the dinar rose vis-a-vis the euro insignificantly from the quarter before (from RSD
117.23 to RSD 117.20 for EUR 1. In the same period, the dinar lost around 2.7% against the US
dollar.

Price growth rates relative to December 2022 came at -0.1%, 0.4% and 0.3% in July, August and
September 2023, respectively. Y-o-y, consumer prices gained 10.2% in September 2023.'°

5 Fees charged by management companies

The Law on Voluntary Pension Funds and Pension Schemes sets out that management companies
charge fees for their services and account transfer to fund members. Management company fees entail
contribution and management fees. The account transfer fee may not exceed the actual transfer costs.

Though fees are among the parameters that members should consider when choosing a fund, they
should not be viewed in isolation. The level of fees is also contingent on the fund’s investment
activity. As a rule, more active funds, intended for younger persons who will pay contributions over a
longer horizon, invest more in more complex instruments, involving a higher degree of risk. Such
funds are expected to post higher returns, hence their fees are higher. On the other hand, a fund
investing passively in safer financial instruments should charge lower fees. A fund’s investment
policy, i.e. planned investment of the fund members’ assets, the expected return, the level of risk
assumed by funds (and members), and fees charged by companies, should all be taken into account
when opting for a fund.

The contribution fee is paid as a percentage of each executed payment as a front-load fee. Though

visible in the first instance, i.e. with each payment of assets into the fund, it is not the largest cost
incurred by a member.

10'Source: Statistical Office of the Republic of Serbia.



Movements in net assets, FONDex and key indicators of VPF
(in RSD mn, units, %)
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Source: National Bank of Serbia, Belgrade Stock Exchange, Statistical Office.

Contribution fees paid in Q3 2023 amounted to RSD 23.4 mn and the level of the fee in the same
period was 2.12% on average.

The management fee is calculated daily against the value of net VPF assets and is included

directly in the investment unit value, meaning that the calculated and published investment unit value
is exclusive of the management fee.

At end-Q3 2023, the total value of management fees equalled RSD 162.6 mn, which is around
87.4% of the total fees charged.

6 Trading in securities

VPF trading volumes equalled RSD 3.8 bn in Q3 2023.
The average share of VPFs in BSE trading was 4% at the end of Q3 2023.



Fees charged by management companies

(in RSD mn)

2011 202 201 20% 20% 20%6 2077 201 2019 2020 2021

Contribution  F
fee

F r F L4 r F r F L4
579 601 587 554 530 568 610 663 718 762

F

L d
80.9

85.1

2022

Q1

2023

Q2 Q

3

r L4 F
220 222 2342

Management F F F F F F F F L4 L4 F 4 r r r
2200 2841 3578 4328 59 614 6787 4740 526.7 5679 5994 5990 U996 164 1626

fee

Source: National Bank of Serbia.

7 Transaction costs

Transaction costs incurred in the purchase, sale and transfer of securities (Central Securities
Depository fees, stock exchange fees, tax charges) and the costs of current maintenance of real estate
property that fund assets are invested in are charged against fund assets. Other costs are charged

against the assets of management companies.

VPF securities trading
(in RSD bn)
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The total transaction costs in Q3 2023 amounted to RSD 1 mn. In the same period, speaking of
fees charged against VPF assets, Central Securities Depository fees exceeded stock exchange fees,
whereas in costs paid by management companies from their assets, custody bank fees made up a larger

share compared to brokerage fees.

Amount of transaction costs

(in RSD mn)
2083 204 206 20% 207
Total Feo F62 Fs6 F73 Fos F
Brokerage fees Fos Fo0 P13 Fo3 Fuua ¥
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L F Fr F F r r
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Other fees Fo1 Foo - Foo Fos T

Source: National Bank of Serbia.
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8 Number and structure of VPF users

At end-Q3 2023, 218,442 users '' were in the accumulation phase'? (an increase by 1,021 from
end-Q2 2023), with 301,639 membership contracts (2,603 contracts more than at end-Q2 2023)."

VPF users accounted for 9.3%' of the total number of employees.

Number of contracts and users
(in thousands)
2023
Q1 Q2 Q3

204 206 206 207 208 209 2020 2021 2022

No of
contracts
Noofusers T80 105 F1836 F854 Fn23 F2016 F2050 F207 Fos5 Fors Fowa Fowa
Percentage r r r r r r r r r r r

of active 313% 253% 285% 33.6% 334% 344% 353% 359% 322% 326% 323% 30.6%
users (in %)

F F F F F F F F F F F F
2521 2581 2505 2539 2617 2758 2795 288.7 2945 2966 299.0 3016

Source: National Bank of Serbia.

Structure of users by payment dynamics
(in units and %)

Period No of users Share (%)

o, 1month 73366 T 336%

25 3months s34t ¥ 38.2%

i g 6 months ggon ¥ 40.4%

3 § £ months 04645 T 433%

:;’:b:‘rzsit;a)"f 05453 d 89.5%

No holdings (2) 2989 T 05%
Total (4#2) 218,442

Source: National Bank of Serbia.

The amount of accumulated funds depends on the amount of contributions, return earned by funds,
level of fees, and the length of the accumulation phase. As the level of contributions and the period of
accumulation increase, and funds earn returns, average balances in members’ individual accounts go
up. The average amount of funds accumulated in the accounts of members who have made at least one
contribution payment was RSD 268.1 thousand. At end-Q3 2023, the number of users who are
members of two or more VPFs was 44,502 or 20% of the total number of users.

Average accumulated funds at period-end
2023

Q1 Q2 Q3
Fos53 Fo73 Tus3 Froa M006 23 F2358 F2309 F2574 F2600 F24a06 Foss2 Fose1 F 2681

202 2013 20¥ 20% 2016 207 20180 200 2020 2021 2022

Source: National Bank of Serbia.

' The number of users is the number of people who are members of VPF(s). This number is lower than the number of membership contracts,
as there is a significant number of users with more than one membership contract in one or several VPFs.

2. VPF membership has two phases — the accumulation phase (when contributions are made) and the withdrawal phase (when the
accumulated funds are withdrawn).

13 The number of membership contracts is the sum total of individual membership contracts and the number of members of all pension
schemes.

!4 The source for the number of employees: Statistical Office of the Republic of Serbia.
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In terms of gender composition and the respective amounts of funds, Q3 2023 saw no significant

changes relative to prior periods. Men remained dominant, accounting for around 57% of all users.

Number of users by number Number of users by
of funds in which they are membership contract
members (in units)
(in units)
No of funds No of users No of contracts No of users
1 173,940 1 155,859
2 38,043 2 48,662
3 6,23 3 9,36
4 30 4 3,551
5 9 5 1038
6 5 6 248
7 2 7 133
8 21
9 B
0 1
Total 218,442 Total 218,442

Source: National Bank of Serbia.

Source: National Bank of Serbia.

Distribution of users and accumulated funds by age

(in units, RSD)

9000 -
8000 -
7000 -

6000 -
5000 +
4000 -
3000 -
2000 A
il

0-9 10-19 20-29 30-39 40-49 50-59 60+
No. of users 211 533 11,147 38,888 75,629 60,247 31,326
Amount of funds (min) 8.67 20.97 712.13 5,601.94 | 21,064.57 | 18,929.87 | 5,337.61
Average holdings 41,090 39,343 63,885 144,053 | 278,525 | 314,204 | 170,389

Source: National Bank of Serbia.

At end-Q3 2023, the average age of VPF users was around 47 years, with users aged 40-60
making up the dominant share of 62.3%. The percentage of users above the age of 53 was similar as in
prior years, accounting for 31.2% of the total, while the percentage of persons beyond 58 years was

18.4%.

9 Contributions, withdrawals and transfers

In Q3 2023, of total contributions, individual payments
accounted for 37.9%, employer contributions for 35.3% and
pension schemes for 26.8%. The total contributions to VPFs in
Q3 2023 amounted to RSD 1.1 bn.

Total contributions came at RSD

1.1bnin Q32023

12



Total contributions
(in RSD bn)
2023
Qt Q2 Q3
F270 270 280 F258 Fo89 F30 F347 F392 F348 ¥373 F374 F10oa For Foanm

202 2013 20¥ 2015 206 207 2018 20M 2020 2021 2022

Source: National Bank of Serbia.

Volume and structure of total contributions
(in RSD mn, %)
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Source: National Bank of Serbia.

Q32022 Q42022 Q12023 Q22023 Q32023

Q3 2023 saw a noticeable increase in individual contributions compared to a quarter before. In this
sense, there is ample potential for a further increase in the number of VPF members both via
individuals, who increasingly recognise the importance of saving for old age, and via companies,
especially bearing in mind that only one in nine employees have an account in a VPF. This way,
employees and employers can save up since contributions from employer’s funds up to RSD 7,529"
per employee per month are exempt from the household income tax and contributions for mandatory
social insurance. Payments in the same amount made by the employer through wage garnishment are
also tax-exempt. This represents an additional incentive to employees and employers to direct a part of
the wage to saving in VPFs.

Withdrawals are generally lump-sum. Since the withdrawals are made by the members who fulfil
the requirements, and are usually not long-standing fund members, their accumulated sum is relatively
small, and this kind of withdrawals is expected, even though it contradicts the nature of VPFs which
assumes the use of accumulated funds over a longer period. The next period is likely to see an increase
in scheduled and other types of withdrawals, with lengthening of the accumulation periods and
increase in the accumulated sums.

Total withdrawals
(in RSD mn)
2023
Q1 Q2 Q3
Fass2 ¥ pa F o2 ¥ 1mse ¥ o424 Fuvo ¥ eros Fowos F22235 ¥ 35301 Feosrs ¥Fe3zs ¥ eos2

2013 204 2016 2016 2017 2018 2010 2020 2021 2022

Source: National Bank of Serbia.

15 Under Government decree, this amount is adjusted for previous-year inflation once a year. As of February 2023, it amounts
to RSD 7,529.
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In Q3 2023, the amount of assets transferred to
another fund equalled RSD 608.2 mn. Lump-sum
withdrawals accounted for the bulk of withdrawals
(RSD 481.1 mn), scheduled withdrawals measured RSD
112.5 mn, while partial withdrawals stood at RSD 14.7
mn.

Transfers represent inter-fund transfers. A member
may transfer a part or all of his assets from one fund to
another, covering only the actual transfer costs.

In Q3 2023, the amount of assets transferred to
another fund equalled RSD 54.9 mn.

Total inter-fund transfers
(in RSD mn)

202 2013 204 205 206 207 2018 201

2020

In O3 2023, total withdrawals amounted
to RSD 608.2 mn.

In O3 2023, the transfers came at RSD

54.9 mn.

2023
Q1 Q2 Q3

2021 2022

F723 T572 Fre3 207 T675 F2630 F 2207 ¥2103 F2526 F1990 F7484 F 431 Fos1 Fsag

Source: National Bank of Serbia.
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