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Annuity Divisors for the Premium Pension
To calculate the annual premium pension, the value of the premium pension 
account is divided by an annuity divisor for the premium pension. Unlike the 
inkomstpension, the annuity divisor for the premium pension is based on forecasts 
of life expectancy,

Annuity Divisorsx = ����e–��t dt
l (x+t)
l (x)

��

0

l (x) = e

µ(x) = a + becx

x

0

–����µ(t)dt

where
x	 =	 exact age at time of retirement

The annuity divisors are calculated continually and according to exact age at retire-
ment, but in principle they are consistent with the formula for the annuity divisor 
for the inkomstpension.31 The survival function, l(x), can be considered equivalent 
to the number L used in the calculation of the inkomstpension. The mortality 
function, µ(x), is the so-called Makeham’s formula used for calculating the risk of 
death within one year. The values of a, b and c correspond to Statistics Sweden’s 
forecast of remaining life expectancy in the years 2006–2050 for individuals born 
in 1943.32 The low-mortality alternative of Statistics Sweden is used in calculating 
the guaranteed amount in conventional insurance. But in contrast to previous years, 
Statistics Sweden’s main alternative for mortality is used in calculating the pension 
amounts to be paid out. The shorter assumed life span resulting from this change 
has reduced the annuity divisor in fund insurance (without survivor benefit) by 15 
percent for a 65-year-old. One reason for making the change is that the PPM con-
siders it more realistic to assume the same increase in life span as Statistics Sweden 
in its main forecast. The previous assumption is considered unnecessarily cautious, 
and the change results in a better assumed pay-out profile.
	 Since April 1, 2007, the interest credited in fund insurance, �G, has been 4 per-
cent before the deduction for costs. From that date on, a premium pension paid 
out in the form of conventional insurance is calculated with an interest rate that is 
presently 2.3 percent, and the guaranteed amount by an interest rate of 0 percent. 
The interest rate used in calculating the amount was previously much higher; see 
the diagram Rate of Rebate and Guarantee. One reason why the PPM decided on 
this change is that it permits the PPM in its conventional insurance operation to 
take at least the same risk as before and thus be in a position to obtain at least the 
same expected return. With the lower assumed rate of interest, the annuity divisor 
used in calculating the guaranteed amount is higher. The annuity divisor has been 
increased by almost 40 percent for a person who begins drawing a pension at age 
65. The net effect of the lower interest rate and the higher mortality applied after 
April 1, 2007, in calculating the amounts to be paid out with conventional life 
insurance is that the annuity divisor is largely unchanged from the previous year.
	 In calculating actuarial provisions (FTA), the interest rate used is 2.75 percent. 
In all cases, a deduction of 0.1 percent for costs is taken from the interest rate. The 
purpose of the deduction is to cover the PPM’s costs.
	 For the premium pension in the form fund insurance, the pension liability is 
equal by definition to the value of all the assets, which in turn equals the aggregate 
value of all fund shares. For fund insurance, therefore, a change in annuity divi-
sors has no effect on the pension liability. In the case of conventional insurance, 
the pension liability is equal to the actuarial provisions (FTA) and is calculated by 
multiplying every guaranteed amount by an annuity divisor. The annuity divisor 
is calculated in the same way as is done when determining pension amounts. In 

31	The formula applies in cases 
where one life is insured, i.e. 
where there is no survivor 
coverage.

32	Persons born in 1943 constitute 
the birth cohort closest to age 
65 during 2007–2009. Current 
values: a=0.0082, b=0.0000001, 
c=0.1576, �G=3.8221 percent, 
equivalent to an annual interest 
rate of 3.8961 percent. For x>97, 
µ(x) merges with a straight line 
with a slope of 0.001.



74

Appendix A. Calculation Factors

74

the calculation of FTA, however, separate mortality assumptions are used for women and men. 
The FTA increase if a lower mortality rate or interest rate is assumed.

Annuity Divisors for Annual Amount (Fund Insurance)

Without survivor benefit
	 Age 
	 61	 62	 63	 64	 65	 66	 67	 68	 69	 70
	 14.72	 14.42	 14.11	 13.79	 13.46	 13.12	 12.77	 12.40	 12.03	 11.65

With survivor benefit
Age,	 Age, primary insured 
co-insured	 61	 62	 63	 64	 65	 66	 67	 68	 69	 70
55	 18.05	 17.95	 17.85	 17.75	 17.66	 17.57	 17.49	 17.41	 17.33	 17.25
60	 17.26	 17.13	 16.99	 16.86	 16.73	 16.61	 16.49	 16.38	 16.28	 16.18
65	 16.55	 16.36	 16.18	 16.00	 15.83	 15.66	 15.50	 15.34	 15.19	 15.05
70	 15.95	 15.73	 15.50	 15.27	 15.05	 14.82	 14.60	 14.39	 14.18	 13.97

Annuity Divisors for Annual Amount (Conventional Insurance)

Without survivor benefit
	 Age 
	 61	 62	 63	 64	 65	 66	 67	 68	 69	 70
	 17.75	 17.30	 16.85	 16.38	 15.91	 15.42	 14.93	 14.43	 13.93	 13.41

With survivor benefit
Age,	 Age, primary insured 
co-insured	 61	 62	 63	 64	 65	 66	 67	 68	 69	 70
55	 22.62	 22.46	 22.30	 22.15	 22.01	 21.88	 21.75	 21.63	 21.52	 21.41
60	 21.30	 21.08	 20.87	 20.67	 20.47	 20.29	 20.12	 19.96	 19.80	 19.66
65	 20.18	 19.89	 19.61	 19.33	 19.07	 18.82	 18.58	 18.35	 18.13	 17.93
70	 19.31	 18.96	 18.61	 18.26	 17.93	 17.60	 17.28	 16.97	 16.67	 16.38

Annuity Divisors for Guaranteed Annual Amount (Conventional Insurance)

Without survivor benefit
	 Age 
	 61	 62	 63	 64	 65	 66	 67	 68	 69	 70
	 26.91	 26.05	 25.21	 24.36	 23.53	 22.70	 21.88	 21.07	 20.27	 19.48

With survivor benefit
Age,	 Age, primary insured 
co-insured	 61	 62	 63	 64	 65	 66	 67	 68	 69	 70
55	 36.48	 36.14	 35.82	 35.53	 32.25	 34.99	 34.75	 34.52	 34.31	 34.12
60	 33.68	 33.24	 32.82	 32.43	 32.06	 31.71	 31.38	 31.08	 30.79	 30.53
65	 31.48	 30.93	 30.40	 29.90	 29.42	 28.97	 28.54	 28.13	 27.75	 27.40
70	 29.86	 29.21	 28.59	 27.98	 27.40	 26.84	 26.30	 25.79	 25.30	 24.84

Annuity Divisors for 2008 Compared with Annuity Divisors for 2007, Percent*

Without survivor benefit
	 Age 
	 61	 62	 63	 64	 65	 66	 67	 68	 69	 70
Fund	 –16	 –16	 –16	 –15	 –15	 –15	 –15	 –15	 –15	 –15
Conventional	 1	 1	 1	 0	 0	 0	 –1	 –1	 –1	 –2
Conventional,  
guaranteed	 45	 43	 42	 41	 40	 38	 37	 36	 35	 34

*	 Respective effects of changed mortality assumptions and changed assumption on mortality and interest rate.
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Excerpts from Regulation 2002:780 on the Calculation of the Balance Ratio*

Pursuant to Chapter 1, §§ 5 a and 5 b of the Earnings Related Old Age Pension 
Act (1998:674), the Swedish Social Insurance Agency is to calculate the balance 
ratio for each year in accordance with the following formula.

1.	 Balance ratio, BR,

S(t)
CA(t) + F(t)

BR(t+2) =
		

	

(1.0)

CA(t) = C(t) × T(t)		
	

(1.1)

×××
3

3
1

CPI(t–1)

CPI(t)

CPI(t)

CPI(t–3)

C(t–3)

C(t)C(t) + C(t–1) + C(t–2)
C(t) =















 		

	

(1.2)

T(t) = median [T(t–1), T(t–2), T(t–3)]		
	

(1.3)

where
t	 =	 calendar year if the variable refers to flows, end of calendar year if the 

variable refers to stocks 
CA(t)	 =	 contribution asset, year t
F(t)	 =	 buffer fund, the aggregate market value of the assets of the First–Fourth 

and Sixth National Pension Funds in year t. By market value is meant 
the value which in accordance with Ch. 6, § 3 of the National Pension 
Funds Act (2000:192) and Ch.4, § 2 of the Sixth National Pension Fund 
Act (200:193) is to be shown in the annual reports of these funds.

S(t)	 =	 pension liability, year t
C(t)	 =	 smoothed contribution revenue to the pay-as-you-go system, year t
T(t)	 =	 smoothed turnover duration, year t
C(t)	 =	 contributions to the pay-as-you-go system, year t
T(t)	 =	 turnover duration, year t
CPI(t)	 =	 consumer-price index for June, year t

2.	 The average retirement age, R, is calculated as

, R rounded off to nearest whole number

P*
i
(t) × G

i
(t)

P*
i
(t) × G

i
(t) × i

R(t) =
R*(t)

i=61

R*(t)

i=61

∑

∑

	

(2.0)

where
i	 =	 age at year-end
R*(t)	 =	 the oldest age group for which pensions have been granted in year t
P

i
*(t)	 =	 the total of pensions granted monthly in year t to persons in age group i

G
i
(t)	 =	 annuity divisor in year t for age group i

*	 Some editing has been  
done to simplify the 
presentation
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Turnover Duration, Years
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3.	 Turnover duration, T,

T(t) = ID(t) + OD(t)	 (3.0)

3.1	 Pay-in duration, ID,

( )

Σ

∑
i=16

i=16

E
i
(t) × L

i
(t) ×  R(t) – i –0.5

ID(t) =

E
i
(t) × L

i
(t)

R(t)–1

R(t)–1

	

(3.1.1)

N
i+1

(t)

E
i+1

(t)

N
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(t)
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(t)

+

E
i
(t) = for i  = 16, 17, …, R(t)–2

2 	
(3.1.2)

N
R(t)–1

(t) 
E

R(t)–1
(t) =

E
R(t)–1

(t) 

	
(3.1.3)

L
i
(t) = L

i–1
(t) × h

i
(t) for i = 17, 18, ..., R(t)–1 where L

16
(t) = 1

	
(3.1.4)

N
i–1

(t–1)

N
i
(t)

h
i
(t) = for i = 17, 18, ..., R(t)–1

	
(3.1.5)

where
E

i
(t)	 =	 the sum of 16% of pension qualifying-income calculated in accordance 

with Ch. 2 of the Earnings Related Old Age Pension Act (1998:674) and 
16% of the imputed pension-qualifying income calculated in accordance 
with Ch. 3 of said act in pay-in year t age group i for individuals who 
have not been registered as deceased

N
i
(t)	 =	 number of individuals in age group i who at any time through pay-in-

year t have been credited with pension-qualifying income or pension-
qualifying amounts and have not been registered as deceased

L
i
(t)	 = proportion of persons in age group i in year t

h
i
(t)	 = change in proportion of persons in age group i in year t



77

Appendix B.Mathematical Description of the Balance Ratio 

3.2	 Pay-out duration, OD,

∑

∑

1.016–(i–R(t) + 0.5) × L*
i
(t)

1.016–(i–R(t) + 0.5) × L*
i
(t) × (i–R(t) + 0.5)

R(t)

i=R(t)OD(t) = R(t)

i=R(t)

	

(3.2.1)

L*
i
(t) = L*

i–1
(t) × he

i
(t) where L*

60
(t) = 1

	
(3.2.2)

P
i
(t) + Pd

i
(t) + 2 × Pd*

i
(t)

P
i
(t)

he
i
(t) = for i = 61, 62, ..., R(t)

	

(3.2.3)

where
R(t)	 =	 the oldest age group receiving a pension in year t
P

i
(t)	 =	 total pension disbursements in December of year t to age group i

Pd
i
(t)	 =	 total of the last monthly pension disbursements to persons in age group i 

who received pensions in December of year t-1 but not in December of 
year t

Pd
i
*(t)	 =	 total of the last monthly pension disbursements to persons in age group 

i who were granted pensions in year t and did not receive a pension 
payment in December of year t

L*
i
(t)	 =	 proportion of remaining disbursements to age group i in year t

he
i
(t)	 =	 change in pension disbursements due to deaths in year t, age group i

4.	 The pension liability, D,

D(t) = AD(t) + DD(t)	 (4.0)

AD(t) = K(t) + E(t) + ATP(t)	 (4.1)

3
DD(t) =      P

i
(t) × 12 ×∑

R(t)

i=61

Ge
i
(t) + Ge

i
(t–1) + Ge

i
(t–2)






	

(4.2)

2

1

L*
i
(t)

Ge
i
(t) =

× (L*
j
(t) + L*

j+1 
(t)) ×  1.016 i–j–1∑

R(t)

j=i
for i = 61, 62, ..., R(t)

	

(4.3)

where
AD(t)	 =	 pension liability in year t in regard to pension commitment for which 

disbursement has not commenced (pension liability to the economically 
active)

DD(t)	 =	 pension liability in year t in regard to pensions being disbursed to retired 
persons in the pay-as-you-go system 

K(t)	 =	 total of pension balances in year t according to Ch. 5, § 2 of the Earnings 
Related Old Age Pension Act (1998:674)

E(t)	 =	 estimated pension credit for the inkomstpension earned in year t according 
to Ch. 4, §§ 2–6 of said act

ATP(t)	 =	 estimated value of the ATP in year t for persons who have not yet begun 
to receive this pension

Ge
i
(t)	 =	 economic annuity divisor for age group i in year t



78

*	For amounts and values, see  
Aktuella belopp at  
www.forsakringskassan.se 
and at www.ppm.nu.

List of Terms

in Swedish

actuarial provisions	 försäkringstekniska avsättningar

provisions set aside to guarantee the commitment of the insurer in 
conventional insurance. The corresponding assets must therefore be 
invested conservatively to make certain that the insured will receive 
their benefits during retirement.

adjustment indexation*	 följsamhetsindexering

recalculation of pensions by the change in the income index, reduced by 
interest of 1.6 percent credited in the annuity divisor. Note that there is 
no adjustment index, only adjustment indexation. If the income index 
for year t is designated by I(t), the adjustment indexation is calculated as 
follows:

Adjustment indexation (at the end of year t-1) = [I(t)/I(t-1)] /1.016

annuity divisor*	 delningstal

a number that ref lects remaining life expectancy at retirement, taking 
into account the imputed interest credited to the pension to be paid.
	 In the calculation of the annual inkomstpension and the premium 
pension, the individual’s pension balance and premium pension capital, 
respectively, are divided by an annuity divisor at the time of retirement 
(see Appendix A).
	 Economic annuity divisors are used in the calculation of the pension 
liability (see Appendix B).

ATP	 tilläggspension

corresponds to the former ATP and folkpension and is paid to all persons 
born before 1938. Persons born between 1938 and 1953 receive a certain 
number of twentieths of their income-related pension as ATP and the 
remaining number of twentieths as inkomstpension and premium 
pension. The respective number of twentieths depends on the year of 
birth. The ATP system was a defined-benefit pension system. The ATP 
portion of the ATP is equivalent to 60 percent of the average pension 
points for the 15 years with the most pension points; the folkpension 
portion is equal to 96 percent of one price-related base amount for single 
pensioners and 78.5 percent for married pensioners. To receive a full 
pension, an individual must have at least 30 years of pension-qualifying 
income.

balance index	 balansindex

when balancing is activated, pension balances and pensions are indexed 
by the change in a balance index instead of the income index. Changes 
in the balance index are dependent on the change in the income index 
and on the size of the balance ratio.
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balance ratio	 balanstal

the assets of the pay-as-you-go system, that is, the contribution asset and 
the buffer fund, divided by the pension liability of the system. The 
balance ratio can be considered equivalent to the solvency ratio in a 
funded system. Unlike the solvency ratio, however, the balance ratio 
provides no information on the amount of funded assets in relation to 
the pension liability.

balancing	 balansering

a method of ensuring via indexation of the pension liability for the 
inkomstpension (pension balances and pensions paid) that the disburse
ments of the insurance system will not exceed its revenue. Balancing is 
activated if the balance ratio drops below 1.0000, that is, if the pension 
liability exceeds the assets of the system. In that case, the pension liability 
is compounded at a rate approximately equal to the system’s internal rate 
of return.

buffer fund	 buffertfond

absorbs interperiod discrepancies between pension contributions and 
pension expenditure in a pay-as-you-go system. The primary purpose of 
the buffer fund is to stabilize pension disbursements and/or pension 
contributions in relation to economic and demographic variations. The 
buffer fund of the national public pension system consists of five different 
funds: the First–Fourth and Sixth National Pension Funds.

ceiling on contributions	 avgiftstak

8.07 income-related base amounts. The individual pension contribution 
and the central government pension contribution are paid on incomes up 
to this ceiling; the old-age pension contribution is paid on all earned 
income, but the contribution on the portion of income above the ceiling 
is not paid to the pension system, but to the central government.

ceiling on pension-qualifying income*	 intjänandetak

7.5 income-related base amounts. The maximum income – after 
deduction of the individual pension contribution – for which pension 
credit is earned.

central government old-age pension contribution	 statlig ålderspensionsavgift

a pension contribution paid by the central government. The contribution 
is 10.21 percent of pension-qualifying social-insurance benefits, except 
for sickness and activity compensation. For sickness and activity compen
sation and so-called pension qualifying amounts, the contribution is 18.5 
percent.

charge for costs of administration*	 administrationsavgift

pension balances are reduced by the administrative costs of the inkomst
pension and ATP systems. This charge is deducted from pension balances 
as a percentage based on an administrative cost factor. For the premium 
pension, the charge for costs of administration is taken as a percentage 
deduction from the premium pension capital of the insured (see 
Appendix A).

compounding	 förräntning

in this report, synonymous with indexation.



80

List of Terms

contribution asset	 avgiftstillgång

the value of the inf low of contributions to the inkomstpension. It is 
calculated through multiplication of smoothed annual contribution 
revenue by smoothed turnover duration.

contribution base	 avgiftsunderlag

the income and other amounts on which pension contributions are paid. 
The contribution base consists primarily of earned income, but also of 
social-insurance benefits such as sickness cash benefits and unemploy
ment cash benefits, as well as pension-qualifying amounts.

contribution revenue	 avgiftsinkomst

the total pension contributions paid to the pay-as-you-go system in one 
year. In the calculation of the contribution asset, smoothed contribution 
revenue is used.

conventional insurance	 traditionell försäkring

pension insurance where the insurer guarantees that the insured will 
receive a specified nominal pension amount dependent on the pension 
balance of the insured. With conventional insurance, the insured have no 
say in the management of their pension balances. Thus, the level of 
investment risk is determined by the insurer, who also bears this risk.

defined-benefit pension system	 förmånsbestämt pensionssystem

a pension system in which the insurer bears the financial risk deriving 
from the variability over time in the mortality rate and in the rate of 
return on the assets of the system. In a public pension system, the insurer 
is the taxpayers, which means that contributions/taxes to the system may 
vary. The value of a pension is set in advance in terms of a certain 
amount or level, such as final earnings or average income.

defined-contribution pension system	 avgiftsbestämt pensionssystem

a pension system in which pension credit in monetary terms accrues by 
the same amount as the pension contribution paid by or for the 
individual. In a defined-contribution pension system, the insured bears 
the financial risk deriving from the variability over time in the mortality 
rate and in the rate of return on the assets of the system. This means that 
the value of a pension may vary.

fund	 fond

a legal entity operated by a fund management company. The fund 
management company invests in securities in which investors in turn can 
buy shares.

fund asset	 fondtillgång

the value of the assets at the end of the confirmation year.

fund insurance	 fondförsäkring

pension insurance with no guaranteed pension amount. Through their 
choice of funds, the insured decide how to invest their saving and bear 
the risk associated with the development of their pension balances.
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fund strength	 fondstyrka

the monetary amount of the buffer fund at the end of a given year 
divided by the pension disbursements for the same year. It is a measure of 
the size of the buffer fund in relation to the f low of pension payments.

funded system	 fonderat system

a pension system in which premiums paid in are set aside and invested 
until the time of pension withdrawal. The premium pension system is an 
example of a funded system.

guarantee rule/guaranteed supplement	 garantiregel/garantitillägg

a provision guaranteeing that individuals born between 1938 and 1953 
will receive a pension at least equivalent to that which they had earned 
in the ATP system through 1994.

guaranteed pension	 garantipension

provides basic income security for retired individuals who have had little 
or no income. The guaranteed pension is a supplement to the income-
related pension.

income index	 inkomstindex

the change in the income index shows the development of the average 
income. The measure of income used here is pension-qualifying income, 
without limitation by the ceiling, but after deduction of the individual 
pension contribution.
	 The change in the index is calculated as the average change in real 
income for the latest three-year period, with the addition of inf lation in 
the latest 12-month period ending with June (see Appendix A).

income-related base amount*	 inkomstbasbelopp

the base amount which is recalculated each year according to the change 
in the income index. The income-related base amount is used primarily 
to calculate the ceilings on contributions and pension-qualifying 
income.

income-related old-age pension	 inkomstgrundad ålderspension

the inkomstpension and ATP plus the premium pension, sometimes also 
referred to as the earnings-related old-age pension.

indexation*	 indexering

recalculation of pension balances by the change in the income index, or 
balance index, and the recalculation of pensions by adjustment 
indexation.

individual pension contribution	 allmän pensionsavgift

the portion of the pension contribution, 7 percent of income up to the 
ceiling for contributions, paid by the insured together with tax withheld.

inheritance gain*	 arvsvinst

the pension balances, or premium-pension capital, of deceased persons, 
which are “inherited” by the surviving insured (see Appendix A).
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inkomstpension	 inkomstpension

the portion of the earnings-related old-age pension linked to 16 percent 
of the pension base. The term inkomstpension sometimes includes the 
ATP.
	 Here the term is also used to designate the inkomstpension subsystem 
of the national public pension system. Like the premium pension system, 
the inkomstpension scheme is a defined-contribution pension system.

internal rate of return	 internränta

in this report, compounding of the pension liability so that it increases at 
the same rate as the assets of the system. The internal rate of return is 
determined by the change in the contribution revenue of the system and 
the change in the extent to which these contributions can finance the 
pension liability – in other words, the change in turnover duration – and 
by the return on the buffer fund, as well as the cost (gain) due to changes 
in life expectancy. If balancing is activated, the pension liability is 
compounded at a rate approximating the internal rate of return of the 
pay-as-you-go system.

National Pension Funds	 AP-fonderna

legally and administratively, the buffer fund of Sweden’s pay-as-you-go 
pension system consists of five different funds: the First, Second, Third, 
Fourth and Sixth National Pension Funds. Pension contributions are 
apportioned equally to the First-Fourth National Pension Funds, which 
also contribute equally to the payment of pensions. The Sixth National 
Pension Fund receives no pension contributions and pays no pensions. 
From the standpoint of the pay-as-you-go system, the five buffer funds 
may be viewed in some respects as a single fund.

national public pension	 den allmänna pensionen

Sweden’s national pension system. The system comprises the inkomst
pension, the premium pension and the guaranteed pension. The 
inkomstpension may also include the ATP.

old-age pension contribution	 ålderspensionsavgift

paid by employers as an employer contribution and by self-employed 
persons as an individual pension contribution. The contribution rate for 
the old-age pension is 10.21 percent of total earnings; however, the 
contribution on the portion of income above the ceiling for contri
butions is not paid to the pension system, but to the central government.

pay-as-you-go pension systems	 fördelningssystem

systems which do not require that the pension liability be matched by a 
certain amount of funded assets. A pay-as-you-go system is often 
described as a system where contribution revenue is used directly to 
finance pension disbursements. However, this description is not totally 
accurate in the case of a pay-as-you-go system with a buffer fund.

pay-in duration	 intjänandetid

ref lects the difference in number of years between the expected average 
age of earning pension credit and the expected average age of retirement.
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pay-out duration	 utbetalningstid

ref lects the difference in number of years between the expected average 
age of retirement and the expected average age of pension recipients.

pension balance	 pensionsbehållning

the total confirmed pension credit for the inkomstpension, recalculated 
annually by the income index (or the balance index), inheritance gains 
and the charge for costs of administration.

pension base	 pensionsunderlag

the total of an individual’s pension-qualifying income and pension-
qualifying amounts, but only up to the ceiling on pension-qualifying 
income.

pension contribution	 pensionsavgift

see individual pension contribution, old-age pension contribution and 
central-government old-age pension contribution.

pension credit	 pensionsrätt

an individual’s pension credit is 18.5 percent of her/his total pension base 
and equal to her/his total contribution to the pension system. Individuals 
born in 1954 or thereafter are credited with 16 percent of their pension 
base for the inkomstpension and with 2.5 percent of their pension base 
for the premium pension. Pension credit increases the individual’s 
pension balance and premium-pension capital.

pension level	 pensionsnivå

in this report, the average pension in relation to the average pension-
qualifying income for persons aged 16-64.

pension liability	 pensionsskuld

in this report, the financial commitment of the pension system at the end 
of each year. For the inkomstpension, the pension liability to the 
economically active is calculated as the sum of the pension balances of all 
individuals. The pension liability to retirees is calculated by multiplying 
the annual pension amount of each birth cohort by the economic 
annuity divisor for that cohort. Through 2017 the pension liability will 
also be calculated for the ATP credit earned by the economically active. 
With fund insurance, the pension liability for the premium pension is 
calculated as the total value of all fund shares; with conventional 
insurance, the pension liability is calculated as each guaranteed amount 
multiplied by an annuity divisor.

pension points	 pensionspoäng

the measure of pension credit used in calculating the ATP. Pension 
points may be earned by persons up to age 64 and born before 1954. 
Pension points are calculated as follows:

HPBA

PQI – HPBA
Pension points =

where
PQI   = pension-qualifying income
HPBA = the higher price-related base amount
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pension-qualifying amounts	 pensionsgrundande belopp

a basis for pension credit not related to actual earned income. Pension-
qualifying amounts may be credited for sickness or activity compen
sation, years with small children, study and compulsory national service.

pension-qualifying income	 pensionsgrundande inkomst

the income which together with pension-qualifying amounts is used to 
calculate the pension credit of the insured. In principle, pension-
qualifying income consists of annual income (earnings, sickness cash 
benefits, parental cash benefits, unemployment cash benefits, etc.) 
reduced by the individual pension contribution. Beginning in 2003, 
annual income must exceed 42.3 percent of one price-related base 
amount to qualify for pension credit. Pension credit is granted only on 
income up to the ceiling on pension-qualifying income.

premium pension	 premiepension

the portion of the earnings-related old-age pension designed as a funded 
system. The pension credit earned for the premium pension is 2.5 percent 
of the pension base and is invested in securities funds chosen by the 
insured individual. The premium pension may be withdrawn as fund 
insurance or as a guaranteed nominal monthly benefit from a conven
tional insurance policy. Like the inkomstpension system, the premium 
pension system is a defined-contribution system.

price-related base amount*	 prisbasbelopp

an amount used in the national pension system for purposes that include 
calculating the guaranteed pension and in the tax system for determining 
the basic deduction, currently equivalent to 42.3 percent of one price-
related base amount for the year in which the income reported was 
earned. The price-related base amount is adjusted each year by the 
change in the Consumer Price Index (for June). In addition there is a 
higher price-related based amount. It is used to calculate pension points 
and also follows changes in the Consumer Price Index.

return	 avkastning

income that results from an investment. For shares of stock, the return 
may consist of a dividend and the change in the market price. In this 
report, the concept refers to the direct return plus the change in value of 
the buffer fund and the premium-pension funds.

turnover duration	 omsättningstid

ref lects the expected time from the earning of pension credit until the 
disbursement of inkomstpension. Turnover duration is the sum of pay-in 
duration and pay-out duration. Turnover duration is used for valuation 
of the contribution inf low. Turnover duration depends on the rules 
governing the earning of pension credit and the disbursement of 
pensions and on the patterns of labour force participation and mortality 
in each age group.




