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DOVN IRYD v RN P.B.G.C.-n P.B.G.C.-5 O™ Y90 NN NOVIaN NN YV DOO0N
0OUNN-TPAT TUNIIND MDN W Mt S5Y 297y o) NORYN NYRYN ,DMINND

DINRN DVN5 NNNN DORYN) DN .NNVIAN XY NPDIY HHYI 00 PDIN 0N D0 OWIN
SN2 0O 0NS MYINN NMPDION NN YAPY ONMDD , 12095 . Im9>Tyin oboa

D'021N 'N 20N 72V Niaan

PO 172 .12 PINN IR VPN RO PYTY 00N 000N PPN 1570 NN 9XDND TN D0 OPd
N72NN DN MWD RS .MO52N DWW RO ,NNOND NN IR WPYND 91D 517 Y1 INNDIN
VI N NN

MYPYNN 2°N 5170 JOIR DY M52 DIV 1ON XD IR I ,IND TP 172N i LP.V.
NPNN NDN NN OONR VIV, ININRD NP DIV TNIYY 1DT0N 7D PN NIRY ;N9 .15V
22090 TN 2°20ND NWAIT PR DIR MYIDNM NPKNI9N NSNS NYAIT W 1pad P.B.G.C.-n YW pinn

MYpPpYNn pn

STIOPR-) 231 5 5390 NOOWan )5 NPT NN L, MYPYnn Sy mO1n SN TN W OnyTY
NOYNNNY NP3 ,0002°0 NNPSY POIND DOSIINIM YN XY 12T 939 DOV 90 Sy Tny Pin
Heads I win, tails the government looses - 95 NIPN 220 YW NNNIND 232D NMA1ANNYD N33 NN
M) NDD MOY2 MYPYNI N5 ROD DYPYN - ("D NOYNNN - YIRS ,NONR MIN - \Y*)
AT TN 20-0 MOIT NN NOWNRNNIY NY1IN 5T DIV 10 SY NOPN TN NP T2 1IN
STINDD D MNP MY - DNPAN RO PN HMINY DDN0N DONIN DNOM) ON TN 200-9

N'019 NI'2T MOLUPN
DYAT - NP NIXR DTN 593 TI72.11PDION NMDT IR POPND ORI 1Y ,MIPN NP R Ty
DT2IYN N0 NINY MIPY - TPDVPRIIVI D)

OV DI NION JIPAM - (flat benefit plans) DNVIAND NP DYV DMV NPIDNIN PYNI
AURDY ,TTMD DTN NPR NOR NPIODNI NDNIN (multi-employer plans) DOWNPHN DTIORN
DAY MOY NR 0N 70N-5Y 1t 71T VPN OINT JIPINT MPAYI MIAVNIN ,NDY DNYIPNRN

NOVIARND DR POPNY N MAPYY ,7PONN

NYPUNN NINAD
VPl DO2N PN 5v TN .20 TNIPNI TN THNA NMPINI N N MYPYD NIPN ,0PD
,DV1D DPINN N2V RN NI2ND - T MYPYNN PPN TIY OXR PV TIYD M) > Phn 95
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FIMIDD LIPNVVIMR MYVYD 50N NAMN DIIND PN TV DTN IRNIND DY) IND ORY
72N POV GTIYN - DAY SV NIpPna 0 70 .00V 10-2 SV N:pPNY MYISnn DX DOTND

MN 9TIY2 WNNIYA MY MI2N 80-N NIV .N1AND POV 9Nvn ,TPI2N-MNIND IND Y9-5y
“DX02) NN MNP N DY IMOSNVN 1A NN TNXD TN ,N7aNN SV DINR DOIND
72NN T-5Y GTIVN SV NdPY nva) - (assets reversion)

DIPNNN 53 231N IMNINMRI MYPYNI ND0NIN M NPINN DIV Mypwin SV N0 8PN MNMV2
JOP RN DM IRIWWN XY NP PDIWY 12200, TIIND NNVAY PRI

N0 P2 (trade off-N) NMONNN DNYTI 1PN PPN 60%-0 DOWPWND iPOIDN MNP DN
POY 701 DN ,0ND MOMY PDIN MIIPY ,TNIINN OO TPIM 2N TIT .90 D) Rwnb
20 ROAND NI, D97 N 00V PPN T2 7D 0N PPN D) HY POY it NN PoY Yoo
MY OIN) 0N MO NN D ,NIA-NTIN PYN DPDIDN TPIDNT DRI DN L7090 "DPNiN

.02NY 0Ny POV GV I0I9

IO I PRY NI5N5 WIN AT PO NP D05 IRIVN P NMONND TWNRIY PN »Hy
LMD PIND PPN AWRD PNN P TIT (hedging) PPN NPOY MYY 11,12 DY .M 12°0N DR INpY
ND IR TY JP5PNNN PN WY GPNVN 2T L,XRIND IDIAN-MNIND TDNDAPNRD 2N ,1974-2
SO0 YW MPRA T TN NNN DIRNN TIRD ANVY 7PN YV MPN MTIN PN
DN MITHMY IMIINNNN OV 100 MPODY RYN 55 .23NN MI1R SPHNI 0) iPmapyn
APV NP PN IPYL NIPN R ONAYY DTN MTOMN AN ."DN” RV 1PND DNNn 0" 07T

L,PADIPNN NNNNY T2 HAR JNOW MIVH MO90 Sy Pn Mpoy natn 95wy Moa mhan
.(universal rates) DY122 72>7 XYV MIVON NPIOND IXR NDED NONS 19> RO 910 MYAan MHan
MYV MTINM MPNOIPNN HDIA 1Y (variable rates) MINWY 1127 8ND SNANNS 0N P 0N
2ONNND DOPONYN P RO 0N .Y 5% N 4% OV MNP TP IXT ND DOVIN ,DIIN DINT .0
NI W1IP TP YV IR NNV 1IN MIPRD WP an 52 .NvY 8% SV M1 199N, 30-20-5
TP OV PN NRNIND PP 1IN 1IND TNIPR PIVA DPYND DOWVITN PDIDN NNIPN RPNt

DY T2 ,PN MPOY MYYS OIS

M .DMIOTI MNP 2N MR WY NMYPYNN 01,0971 MNP P IMAPANNNY NN
NP, PNYL DION PINDN AP GOIN YOV - P12 DIOHN NYID TV OY MIOR RPNT P INIWY
NN SV NYUTINKG YN MVYD TNNN S92 903 NiTn Pn NPy Muyd 19> it 700 Syv
MY 53 IR MY XN 55 05PN N5 1IN NIPRIY NPON NN . (reinvestment risk) NYPYNL TNON

AV Y TP WY DVNRI DOYTY RO L,UTHN DMN PPYND PINY ,DNMPN NN

D3) NPIN DY NPOY - swap-i) PO’ NASNNN DO TNYN DOPNVH DINNA 0) YN D17 DWITH
DMPNIY D2V VYD 297 P71 5NN Nt DN (YR NYIPIN NMPN INRD NN AWM JPrNa
NP WUNN 1INON ANP OOOT) OM L, 9N XYY D900 DOVTH PNV .DNIY Wnhn »9Y - 019
STIND NP T TIN DNOY) NORD DPNYR PN IMANNYN 451 .0N2 TIND 2N 09 ) DN

DY P51 San L(CPI) Nnn PY 110 DY OO TPNYN DVND PV XN D WIPND T
TH MO NONG NNY TIT DY N .97 100 D5V TN DVIND NP L,HDINND D9Y TN ORY
TPV DY MY IV ON INLTNNN APY TR OY DO TNY DOVN HY MD PIv 0P DN IPNDIPNND
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1P TN 2N TNIORD PONN MMM Nt P A0 NPOY MYYD 1100 TIVAR 19 ¥ idhnn
TN 2N NN YPPYND DMAIYVARD PRI LIONND 9PY T1TH NTINN NIANP 1IN XY P09
53 5Y MK IND NOR OOVN TN DY DOTNY DVIND DIDNY ,NDMNT 1IN NN YWPYNY N9
DTN 1IN NIPOR NNY DT DOVNNYHR OOTNY DONNL WYY NN Py TTna by

JPIMONRON

MY IMAPANND MNRIMND [N PR MPOY NN NI YN DR YN 1t T
DYNY YIPXINY T2 DY NN, 1IN0 17 O NYPYN Lt IR MYYY NNDNIY ,PIY-1)1 NoNaN
- 0N .TIND 29 OO NTPDAN NDNIM L,MYD TYN) POMIN .PDISN MXAPN 9P X1 NORN
TNN PR IN TN IMMPNANN PR DI IPO OXR DIV RIN OOV 12000 MPIYNN NN RY
DYPIN OPR PIIN-MNXINT DTNPN 7D I 7PD0I NORY MMYNN . pn mpoy muyd
MODIN.MIP ND TIY M DI, )PNN NPOY IR YNID O) 7PN WIR ,DTHND DYVNT DD 200NN
LDV MY M PP 6% TY 4%-2 DY 1Y MIIN-MININD MDNDIPND NP ,0ON12 . DNya M

JPIIN-MNIND AR NYTINT N PIYD )10 O

5V NPN LY 121N DR (future price) TNV PHNN DRI TTHN TIY DR YIAPY RIND DVIND JON
Y OV PHANN WX L100 RN DY TN DN MY Y2 NWYN (settlement) MAVANNN NIV
long) 105 D5 (short side) NNPN (NN MMNDAPRN ANP) 5%-H NMA) PNOIPRN DX .105-D
.ONNN SNINN 72 .(short side) NNPS OS5’ (long side) 15N ,5%-1 TN MMPNDAPNN AN ON .(side
(ORI TPMIVN TPNDAPND ANP) 18%-2 YOI iV MIMIT NINI MO YDNY NN D»PN PR

S5V MNIMN TANR .PYNI MANN TPNOPNRT AND NN NYTO INONIM TIT AVYNS INY RN PIYnn
NPYTNN OYP 935 TIRD IPVIDOY PNNNIPN NPADNT NN DOVTN 01019 DPNY MININ
DOINNN TN OPNY PIYV DY NNNTH .M PIva DANNYD OPNY NOR MY ,pvna mdYovon
DN TN N NN PANNAPRD IR ONYA 05 SPNYN IHND OV PHnD 020 T RN

VYD AWARY N0

95NN 71V HOHA AUND I NN DY NDD MDA PUND VAR OIS NOSNNN MYNNNI
DMINRD PN OPNYIAY 1IN MY2NN L)MrnS mMm20n 5Y 123002 0) IWOR IMYNNRI IO
YHNAYIN PN NP NIVNN TNTH .DNR NNYA DY 595 77 ORI PN MV PN O
MY MYPYND MNOTH NN NN ONY ,WVYN D»PY DIV 200N Nt ONIRDIIN N RN
NN DY DM PIP IR OIPIWMRD NN PV DNIND PNN DI MO2IN DIV O51 ORI

MO PIPIPR NN PN PV D) ORI

(Swap) N'011'9 N97NN
THOIAN NADNNN PN ML YOV NI IR PYND TWAR IO TNADNNN DIV MYNNNI
NOMI NOYRN DOVNT NNDD 1IN 2P YINR ,NDNT DWW INDI XD OVN TYV NN NN
Solomon M7 ,(investment bank) MYpPYNY DdPI1 MYNNNI DN DOVYI NONRN DOVINN .)PPva
D) DN DYDY .DONTMN 0N DNOY D5MN .NPN5Y IMPDIYa MIan Jnv )T Brothers
NN OO DN .(market makers) 0712172 VIVA DN 553 7772 AR ,0NOY MNNYN PNN IR DIOON
DOV NPNY TN DVNN ,NDNAL NNOD X OXR .DPVITIVO-RY DIND DAR - NOM
TPRINN Solomon Brothers .Solomon Brothers-2 0119 Y07TV0D-NDY NN NINY YN DX DX DaN
N72NN NN Solomon Brothers ,N)N SV NPDIYS MAYNND TWUNI 901 RINNDY P NINnd
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29 5y NS MM RY ONY PO ,IN0NN 900 DY NYTY DY DYIN NN NYNINY RN
MTOMY MOUNN NAYL DONNN D) Solomon Brothers .1N1PVIY MPOY NYN - NORN VNN
Nu}isapi'))a)s)

DY OONIY NPINN TN DY DI NASNN YNIY Yipan) ,Solomon Brothers-Y X1 YHORIW 91 ON
YT 2T PINYNY DN RINNDD DO ON .0OONNN 1D DOUNYND 0N - MY NYmn T
VAN Solomon Brothers J¥ TIPTIN MYNNNIA 9221 71NN LMOVINI DIONYN AN WY 1)
TN MRITY IRV 2225 TN )10 1270 .DONN NINK DR2an DOTINN Y1, NPOYN DR YNIY
D>VI9NN 0N Solomon Brothers MYXNNI 12 1D NP TN NIRWI IPNY LT RN IOYINN P
VN ONNYN TN IMIYD OORIYD TN DY 1IP0I NAYNN NYNINN YN YW MR IMpmn

WO AT TN 555 7772 XN D1D0N L(notional principal) TPONNM P

MINN YYD IR OMOWUN NNV 1170 DY DY ORI TR0 YN MO OXRY Y1 Avnn
D5 ORIV G0N NN TN DY NYY ORIV TTHIN DX DIMIR IR AT TR0 Y95
IN TN VNN - YIS DX 92127 YONRIYN Q0N POONIYN TN DY N5 Mm9yn 11nn DN YaN
NN IRNINN DR NN OW DIRSIND D YA 1IYN YT TN D900 - 10% IR OV
VAN NINT IR YT IR DAY R 1IPNY MO ONDY PN DYPYn WHOONWN G nvyny
WNI NS OO ONNNN PN (swaps market) TPDIPAN NAYNNN PIV MYNNRI P PWND
NONMYNY NPTN 53 NINIR NINT iPNNIPIND NN IPN TN DMV DM 0PN DR NpOY
OO DYRY WNIT D993 590 TN IR AVND ¥ 9TV Tiny 1YY D9 N1PnY Na»n md 92131

NN MY

VINNT D122 OHRIN TTHM PVINIPT MPAY 91T VIPY1 DPA W 191 PN, PIN-MNIN
ON5Y MYPYNN N1 LIVIXR NN VHYS

Solomon Brothers ,7W NNt .Solomon Brothers MYNNN1 NWY) XM pooling NN NN NN
Solomon Brothers .1°019 N95NN SV DN0N MDY MYPA 05PN 0N .0XIAYNN DY it 93 DR Ny
I PN NN PN NPOY DANR DIV TN PN NPODY LY 1D ON RON ,IHND 1010 RS

NIV TIN Y2 NOOON ND0 W TNNNOY TIY N2X0N NN ,Solomon Brothers DY DOWY) D¥NN 95
IN - NN T NI MINY P10 OXR A5Y IMDONNNND DR OYPN PR DTN TARY MIpPna 19yn
JP0AN MASNNN DINNY X192 101D DMINDKNN 02310 0) ,7PI1IN-MNIRD 0PI 9NR I8N
NN Solomon Brothers .D> TR DN IR MLV 1ON ,DVIR NN 0N DAY NN TInn

D252 NP2 MNSMNNN NNND NIVNY 0NYY PN PNNN NPSHMY ,JTPANY TIRN NHaN

Solomon 5V DIDNNN PR POV NASNANN PV YOIDIW DINONN P PONY 09N
RRNI MNIND DI1N DPR DPIINY DIWVN TWIRNN 12TH . MOVID MIRPOY WY1 DM ,Brothers
ON ,NMIIWN ,NPVIPAN MATNNN 223D MIADANNDN NN NN .AOND IMIPANNN IR 0NYY

|NRNI DIPN DIV DY DPR ,IPITIWIN YINY N1D0N

L2000 IR VYA PX2NY INRD P7.07P 1DDNY TIVIPNR-1 231 OV MpPN1 ;1 NN DT AN
N5 15950 IMAYANNN AT TINODNN MO NPDIAN MAYNNY WP IMPANNNY 991NN
DN ,993 I PIN DWW 5Y 71y RO PN )DY MDY NN 95 DN RO AR NN Wain

JPDONPAD NNYAY NAVNY NPNR PO NOSNNY
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PRIAD

NNYORN NRIP? NYITIN NRWNNI 781 [INN PIYV ¢ D'ORN

PIY? 0'019N NINP N0 v
NN |T

-1983-1 D211 7WN TARN ORIV PN PIV MNNANNA B°2IWN TIT )P SYa Phand jm)
SIYTO R 1987 MW NI SWIOVR TITN PN N L1985-1 PN P nnMon nYhn N
,OYTYN 7DD MYYDY INTNDT SY 12715 0N iPXDOPNN NN 1INY DINNX 1985-1 . TPTNIND NSNNHN
D>TYNI 72710 0D AN - TPDION IMNVTNA 0 ONN 1987-1 .1987-2 i1 NP 1NN 7aynin YIN

YN O RYDD MNNY 1151 OIWRIN

MNIDN %) TIN,ANT-5PY O PNY DN OY PIYD - DPITN 990 NURT - ING P11 NN ,1987-1
TNHVTNN TONTI TPIPOYN N2ON TPDIPAN INVTAN IR IR TY WYY ORI 931 YW NN
NN .IPIVIINN NPT PIAN IPDIPN MIVTNN RNDY IWYN DTN ORI P21 T80 710190
MINY) D 5V TPI0NMN IPYTHN DY NPDOPANT NYNS TPDISN NMIVTNN 5D P11Y N
DINND DRI PINNRY POMINRD 232 >T-5Y 1981 TWUR DONINN VININ L1987 TY 1POION TIVTHN

N0 5Y NPRAIND INDH 5NN IWURD TPOIPS IMIVTN HY 09951 PIvH YN P31 D) 1989-1
NON - 12UN DOLYN ROV Y93 - MMPAD NP RO M0 NP0 AN KD 199 mIpdyn n1on
OIS IMNVTN SV RYVNIN Mo

TOMNDNN NN 1992 9N .0 PNY DRIN NPNINI INDNY NNNIDN NN MIN NONIN G 0PN
1Y 293 NPNOIND I0VT-5(9W POOONN WY SY NPNIN 121,110 110 Y NPNON INONS DINY
,call-) put PN ©IOND MDD .warrants NOR IDPINRND MPNI NPNON PN 0PN MIND)

JJUNN NIR T 51 ;DIOMIM DNPN 0N DMDIPY MTOIMI DOV TWNRD

\ran
N"Y TN 190-35 170,000 D 1NNI ,DMDIPAN DPOIIN 0PN 2NN IR PADNR 55 NP
20 PIR 21T T PON 5IN,5NN PO MNP DI, PYTY DR OPNR 0IN P90 (1 MY INY)
;00 OX 9PV TINDM 94-9 MNONDM SDIA-RYN P09 |INN HY NYOION NPIIANNN
DMK X"5NN NN - AT TN 50-5 I PN SOINAN WIS L1-9 2 NI AT-5PpY pwnw
NMPN

MY DT NON DPIN PN 12VN MIAPYL .DTHNNT D7) NN P O0MOION DU SNY
NNV IOR DY MY TTONN NP D90 AWYNRD NI ,IT0NN RN LIUN , 009N DYOOIN
D09 YVIDT YV “hany”

1983-1 38%-2 - MYPYNN 1N NOWNNN SW RPN NP DO NN PV NN NHONI
DINR MNINAS DY TIDIDM NN 12PN NOND NN TPNNNY I ,1990-1 16.7%-5
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NNONI JPOR NN PIVAY NPV TNI2N SV 1IN TR MMYNNRI VY MYPYNn 1nmmn pon
J2 0395 PRV DOVWOKBN 001 53 IR Y NAYD TNN PR .ONNIN

VI 1990-1 >0I19N VIO D3-TOV ,ANRIM MON NN TV O0I9N VIO JTOIR AWM -2 M
TPNDOPN NI NOIPN NINNA .1988-1 5PV TN 125 YD VI MDY 5PV TIN5 190-5
MY MPNOD N MR DIV V1 1990 MO .3.3% SV WORT MDY ¥ yNmna 199 ,18%-16% SV
NMINNNN D3-T0 IPY TINDM 142 5¥O NV TN PO ORI PItD DXDD) 191,9PY TN 41
NI PN DI VIS 93-TO, 795 TN IO TN 48-1 TN 94 - 18D PAtD : PO

OPY TN 95

DN ,720770 9PV TW0 314-5 i (191 DIRON ,0°1)1) SOINA-ND ¥idT 0) D910 ,widn 9pin
AT TN 100-2 DNY 5PV TN 200-5 5V 9202 D109 DX DN»P 12V NN Pva )0
TN )M L,N7Y TN 100-259 I 5193 7PDIN MNP OV 157N DDIPI-RIN M0I9N |INN O

SN AV 0NN DO 50%-3 - 2IWN M

DMV9N D0 MY .N"Y TN 200-D 0N 0»DIP9N 0PDIIN 3”NO 01PN RIM PPN 2-3 M2
(1990 SNV’ 232 N”Y72 8-)- MY NN 0N VD) N'Y TN 220 Ny NI
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,DOIPA-RIN MVI9N TINN YV VI JIOIN 13 MO
(0°OMY DI AW STINDD ,NNPN NO NM) 1990 Ty 1983

HHNIN NYPYN

1990 1990
yym”n ysmn
) Ty 1988 Ty 1983
a1 8NN N NN YN 1989 1988 1990 1987 3 8RN N ONAND 1989 1988
(DVNR)
-0.5 1.5 1.0 53 2.0 33 6.4 189.6 1749 159.6 125.6 DOYS DY) .1
32 1.8 5.1 2.2 20 6.6 2.0 41.7 37.1 337 272 MPNO 2N IMMPN NN WP ]Y)"J D0D) KR
-8.8 6.6 2.7 58 -74.5 -20.3 48 5.0 50 43 34 mowa Ny A
-1.2 1.2 -0.0 6.0 7.8 44 8.0 1429 132.8 121.5 95.0 T N M 5 DD A
3.6 2.1 5.7 29 8.2 10.2 14.6 942 835 75.8 61.0 MO MMIavnnn 2
79 36 11.8 89 16.9 18.8 44 479 40.7 36.4 277 P Pty amavnnn N
-0.6 0.7 0.1 2.1 2.0 42 237 46.3 428 394 333 TR ]Y_Rb marnnn .
-4.2 1.0 -3.3 15 -10.0 -0.7 22 954 914 839 64.6 (2 01 1) *)Pin Powen vIdn 3
29 33 6.3 0.8 -34 1.7 37 2194 195.6 175.5 1443 “NRM CDON VIO 4
AN TTNI NDNN ,INNN YONHN VIDM N4
1.6 1.4 3.0 12 29 20 48 02O
0.6 25 32 29 -5.5 1:l 3.1 3148 287.0 2594 208.9 @+@3)wvomndyIo 5
-0.2 1.2 1.0 3.1 -1.3 1.6 39 (R4) + (3) DO PVPNN TN NONN ,VIdIMN 9D TJO .N§

LRI 231595 MNNN INM 2950 M NOPD DY PIMIIPANND PIYPIN PIV WD RIN INRM ODINHN IWIDT JTHINT DPOIINH-RIN MNTON IR 71PN SPUN IR H91D S0I8-NN 20190 |’ (1
D090 MTOWN ,JNYPUND DPIIN ,MIRMOVUND DPPIIN PRIVRI IODND NPOIIPYN MTNRN ,D07INDNN DPIAN DX NI DY Y019 TIPNN NDWN S0ION TIPNN NOWN 9921 9N 299
MTOM DMK 53 01DIPS DN DM N ,NPVDVOD MWD HVI SR PDIPAN TIPHN NIWN YV NN 1N IR AN RA¥IAP .7PDIN DPI D00 MNP ,MVAIn MMan ,myPTa 03a»nn
L2791 DANND MM ONINN P2 I MY NN P Y9 ¥ 201000 TINTN NDWN IRD N NTTINY TITN YV DDINS-RIN Y0190 TN POND DY 0N XYM M1 DPIPN DPRY 01D
NN OV IMAPANNM DXOIIN NN DIRINDN

JONR PN KD OX,)DWD DVhnD T Dwn. (2

DNONN OP327 12WD DTINN TMY TMN RWNR Y91 (3

NP OTIY TN 05 XININ,DMINN ORON DM 191 DIMNY DM RHRPP-31 DWW OROND YN DPDON DO (4

SN P31 SV APNHnD NPONR MDY Mpnn
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1990-1 1989 ,MI>¥N YPIV DMDIPAN DO :2-) MDY

NYPNN 0 DO YD TOI HPYnn NOPNN_ NOI M
1990 1989 1990 1989
1 TPNNN 1L (A1) R (p)s) AL 1)A) 1 8NN N OSNn A ONNN N SN
(DVNR) (N"Y MHPYN)
10.5 103 104 24,324 19,030 16,842 14,988 WP Y DTINY-RON DO TO R
3.1 33 31 6,951 5,639 5,304 4,466 DYOYUN SYNNR .1
1.3 14 1.3 2,817 2,429 2,224 1,934 oONN MmN
74 7.1 73 17,373 13,391 11,538 10,522 D»P) (D"ON) PNA "t 2
10.7 10.8 10.9 19,407 19,435 17,578 15,720 MIND 2N MIPR 0“ND .3
5.2 53 54 9,359 9,528 8,647 7,850 o'na .1
2.7 28 26 5,366 4974 4,560 3,783 0PN DIAVIN SV NN MmN
5.5 55 55 10,049 9,906 8,931 7,870 2080 YT 1IN MNPR 2
212 21.1 213 43,731 38,464 34,419 30,708 (Q) + (R) MPND NIN NPXL WP PItd 00N TO )
1.7 1.8 2.5 3,166 3,160 2,874 3,627 D>P)N YN T
229 229 23.8 46,898 41,624 37,294 34334 (1) + (3) DPIIN NIV MPND N“IR NN WP P9tY 00N 7O N
9.0 7.7 6.3 17,101 16,266 12,550 9,101 DNIRPIA-NON NYINN )
4.3 44 46 8,572 7,894 7,152 6,632 DM MNTPD &
18.0 18.9 19.7 33,684 32,645 30,825 28,455 DTSN MNTPAM NDONN MDD N
45.8 46.1 45.6 90,521 83,133 74,994 65,798 D»NN MOY2 YN MAP .0
100.0 100.0 100.0 196,777 181,563 162,814 144,320 D»OIYSN 0°0OMN YD TO 0
9.0 7 6.3 17,101 16,266 12,550 9,101 NONPIA-RD MO M
18.3 192 19.8 32,696 33,214 31,230 28,636 N yaovna ood)

62.3 62.8 63.5 122,655 113,053 102,193 91,596 TN DTINY DD
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(JUnn) 2-3 MY

1990 MV NYNMNN IPORMN MvN TIN

(DVNR) NNIPNN_TYNT SHNIN WD (1989 = 100)
1990

1 ONNN N TPNNN MY 9o 1989 a1 snn X SNN YN Y5
17.3 47 228 20.3 114 105 110 WP I DTNY-NRON DD TO KR
13.1 -1.5 114 20.2 115 105 110 . DYV OYNINN .1
6.5 12 77 12.2 110 104 107 DOMNND MN
19.1 7:5 28.0 20.4 114 105 110 D“p,m (D"aN) P'No ,p o .2
-84 24 -6.1 0.5 105 105 105 MPNO 1IN MIPNY 0"N9 .2
99 2.1 -8.0 -12.6 102 104 103 D" .1
-1.0 1.1 0.1 45 116 112 114 DM»OPN DIAVIN DV N"ND N
6.9 28 -43 149 107 105 106 IMND T I MR 2
43 35 8.0 8.7 110 105 107 () + (N) MPNO N"IR NPYI WP Y DO O )
-8.0 1.9 -6.3 6.2 77 76 76 D7aN N .1
34 34 6.9 7.4 106 102 104 (1) + () DPIIN NI MPND NAR PNPYL WP Y D°OIN 7O .0
-3.5 20.1 159 66.3 143 129 136 NPNRPII-RY NN )
-0.3 22 19 -6.5 103 102 103 DM NMINTPD
-5.3 -19 1.1 -0.8 95 99 97 DTINY MNTP9 NOON NMMION .N
-0.1 2.7 26 149 109 107 108 0»N MY SN MY .V
-0.5 33 2.8 113 107 105 106 D»D)9N DO YD O
-3.5 20.1 15.9 66.3 143 129 136 NVRPII-RY DY M0
9.7 -1.5 -11.0 2.5 95 99 97 N yavna Dod)
-0.4 2.5 21 10.2 107 105 106 TN DTINY D)

PTMNY DM 0PI DPDII 190N RN ,TNND DR T 010INA B°DI3 191 KD DN M J7 N KD NN 1TYNI .01IN0NN DPIIN NN ORI PI1 DR ,A5WNN0N NIR 9919 1R 7t MY “N10ND (1
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Assets of Life Companies in % - USA 3-nMmd

Assets of Life Companies in %

Equitable

Company Prudential Metropolitan  Life Aetana Life Teachers
Bonds 41.4 49.5 26.6 28.8 46.8
Preferred Stock 1.0 0.6 0.2 02 0.0
Common Stock 4.5 3.7 3.4 0.3 55
Mortgages 18.7 18.4 20.3 37.7 42.6
Real Estate 2.1 6.5 3.6 2.0 1.8
Policy Loans 4.0 24 4.0 0.6 0.0
Cash & Short Term Invest. 25 34 25 2.1 0.3
Separate Account 19.0 6.9 28.6 243 -
Other Assets 6.8 8.6 10.8 4.0 3.0
Assets in $1,000 mill 129.1 98.7 525 525 443

NN 2170 .02 T IDINHY NI, 2N TINIPN DY 12770 OXR .TNI01T PR IPVOIY MR 110
D TY MR ) .(mortgages) MRTOWNI 20%-21 ,Common stock-1 RN VYN , 1IN TMINONI
A5V 1PN SV DO IR YPYND MY ORI VONND SWaIn Mypwnn Snm

1 ,(3-Y MY) DN 95 DY 5 SV NOPN TIRD .MM MIIN 5 )R SW MIRWNN NP> T1In
NP NOMIN NN NOY NRIWNNY “Equitable” 12 TWRD 1INR NN SW MY 10 MTMINNY mMNIS
T NN ,0YND 1.8% SV NN W1 N1 NN RN NYY AIRIWNNY ,“Teachers Insurance”-Y ,1989-1
MYPYNI ,1wvain n53551 NONN DO DI N IYINN YapPd D3Y Avwanyn MY NN

Pvan
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Net Yield on Invested Assets - USA 4-n MO
(Before Federal Income Tax)

Company 1989 1988 1987 1986 1985

Prudential 8.73% 8.81 8.66 8.87 9.07
Metropolitan ~ 8.71 8.94 9.04 942 8.72
Equitable 8.20 9.13 8.09 8.32 8.72
Aetna Life 9.81 9.77 9.98 10.46 10.80
Teachers Ins 10.09 10.70 10.84 11.54 11.66

PNV DINDWD ,"DYNRIR D523 DY TONVY PYIN RN, 0P IDNNY ,711310-MNINRA P.B.G.C.-n
D»P 2D MR 1) .00 DX 1AYN ROV DPIOYN IR NPINND MyYpiv mp oy TTmnnd »1o
800 NI MPII1ANNN TIW IR ANT TINDM 1,000 XN DXO2N TIY.0°02I0 NMMIAPANNN P Y9

JONINRD DIV ANNY DI I ANT TN

2992 MMANNN SOND Y13 I8N )INN OXRD GNNYD

TIND DO05N JNIR NOINN RO 29D MIINN SV JaxNn i 10N NP P.B.G.C. ,NY 1219 iwn
MDIAN MNPV ,RPNT DNT ,DITIND DV IOYI ININRS NNDI9 PN ,5und oo™ oomma
DI G0 5Y DOIRNN) 12D 0NN O™V DTN VAN POYY PORD DY MWH MNdoNn 1PN 0nSY
MYITIN MYIANN IR PIYND 105N PPOYNY D1 NN DIDIOY AMPP RN N0 00
P.B.G.C.-NV YINRN AT TIND 8-51 DONOM NONRN DANN NWNHN YW Y1 - 1P NMRY
20%-1 (1990) NMYINNRN MV ANOYIN PNIBN .OYIDNN NOTHN XPNT RIND MY TNND NOPN
5y P.B.G.C.-1N X PTYNY ,NoPN MYNNNG ,PYY NYPIN 0) RN N DMINY DY PIRD DMND
OY IND 12YTN OO NN OTPY N WM, D230 NN M9 IR N D .DINR DOV N9

DYORONID NN S DTy

MPPIMN ANIOPN LPINNT NOVMI1T DVNP ,NNINRYD AW NN ORNNDN 03291 AN ,ANY
RN .IPIIN-MXINT DI NP MOXIN TN SW MRIVNND OV NN TIND NP1 DY PN
M DDN OPPS NI MM, NIV NIPN T35 NYON .IY-MVY ,MVY 100 75N MNRIVN P11
NNVINI PPN HOVIPN INYTI NI DIPN DY ININN PO NYOINY PR TIT RINNY PO -
DR LN DNRY 11PN MYNNRI N1 5N0N TIN DN IPNDAPR MYP DY MI1INNN NN P09
1792 D DNY NN LD WINT NN SP-DY DPDIMIN MO0 DIV MINNY TPIM 11N
YIND NN 1PYIN DY 12INND DOND DN IMYLY )P0 D100 12T DY P9 359 M nyTY

A1YIN NIN9D) L TOTNNR IPONR IRIVND
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'

Real Interest Rates Earned, by Calendar Year (7 Countries) 5-nMmb

Real Interest Rate Earned

Year CPI Increases Per Annum 3-Month Balanced
Bills Portfolio
1983 5.8% 4.3% 15.5%
1984 53 4.1 12.4
1985 4.6 4.0 229
1986 3.0 4.1 20.2
1987 3.0 4.0 - 4
1988 32 4.1 14.0
1989 4.7 4.7 12.5
Average
(7 Years) 4.2% 4.2% 13.9%

Source: J.Bragg, Transaction of The Society of Actuaries, 1991 UK.

P72 NN .OMN YNNI MNIN 7-2 TPNDOPRN ONM DR QOR DIV 7 990NN N2 M52 AN mY 9D
D MNID PP MPYTL N 1O PN NINIR 7-2 DIV 7 191,V 100 TNIND MIIN-MNINT Nt
MY T NYT ODOT MINWNN NN ,DOYUTIN 3 5V 8P TIND S0 PYONI Nypwna
DTPOND TIND NNIT NIV TIND NYPYN RN NRT .IONOIPRN N2 4.2-5 Y0 YSMNIYVI, TIRD
NP INRND MYPYNN 510 15 7P 2315 950 DIND - 75 WWPYnD TINn 5P SN DPpNa
MY »Wn N (balanced portfolio) (M9 OY) “JINN” XD PPN RNP RINY NI YPWUN idim ,any
PP JINNN PDIVAN PPNN DR PTID NN

;DTN 3 5V 98P oD IR 22%

;M MIMAIN MRIWNN )YV (long-term bonds) TR NNV 1IN MR 22%

.common stock-1 NN 56%-)

7 152 ,MYIN 7-1 ,7PNDAPRN NN, NPORIN MRIWND NP TN IR 11 P05 5.1 mda
DY

Real Interest Rates Earned, by Country :6-0 MO

Real Interest R

Country CPI Increases Per Annum 3-Month Bill Balanced Portfolio
U.S.A. 3.6% 3.7 11.2%

Japan 1.4 3.7 17.8

Germany 1.7 3.0 15.7

United Kingdom 5.1 54 11.4

France 5.0 43 19.4

Spain 83 4.0 13.1

Canada 4.5 5.0 8.8

Internation Average 4.2% 4.2% 13.9%

Source: J.Bragg, Transaction of The Society of Actuaries, 1991 U.K.
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Real Interest Rates Earned, by Economic Era - USA T-0Mmd
Real Interest Rate

Balanced
Era Comment Infl. P.A. 3-Month Bill __Portfolio
1890-15 Very low inflation 5% 3.6% 52%
1916-20 Very high inflation 14.7 -8.9% -85
1921-22 Deflation -8.5 14.1 19.5
1923-30 Stability -0- 3.6 12.2
1931-33 Deflation -7.0 8.5 -3
1934-40 Stability 1.1 -9 5.0
1941-48 High inflation 7.1 -6.2 -1.4
1949-68 Moderate inflation 19 8 7.7
1969-82 High inflation 7.6 .0 3
1983-89 Moderate inflation 3.6 3.7 11.2
Average (100 Years) 2.8% 1.05% 4.82%

Source: J. Bragg, Transaction of The Society of Actuaries, 1991 UK.

APNDOPND IMNINN 192 AT P9 YIAP 3PINN .0V 100 %9 Sy NPTHN IR MNTY ) 6 M2
3-1 MYPYNN - (MWS 1NN NN) DM TIND PRDOPNR YV NMPND NN MIWRIN NP
;MY TIND TPX59PRN 190 MNNOY DIV .5.2% - (balanced) IR PPN ,3.6% WX P month bill
PY09T N SW MANPN W iPINKRY LiPNDT SV 9PN NyIn 9 NN TP INIYN noApnm
IUND MY 2.8% NIN DY 100 SV iPXY9PND YN . PNTOY DAY FPN99PNY NN FPNYOPN
W ,(balanced portfolio) WINDN P10 TN IPXDAPNN Syn 1.05 NN NDNWNN 3 month bill-1

4.8% - MOMN IRWWNN Yo

Actual & Real Interest Rates Earned (adjusted) - USA 8- Md

100 years 7 years
1890-1989 1983-1989

Three Month Bills: Actual 3.88% 7.47%

Adjusted for Inflation only Real 1.05 3.74

Adjusted for Expenses, Taxes and Inflation -.39 .97

Balanced Portfolio Actual 7.76% 1521%

Adjusted for Inflation only 4.82 1121

Adjusted for Expenses, Taxes and Inflation 1.45 4.63

Source: J. Bragg, Transaction of The Society of Actuaries, 1991 U.K.
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M52 MY 1009 5y 190NV DINTDN P2 0NV YAV SV DONTNN PAIRNVNN TN Y5 7-1mda
DN D) SV MINNNN NIVNL MR LIPNOAPRN M2 (actual) NOYIA NIRIWVN DX M
DIDD M DAN ,TMI IN M) DD M OR YTV OPR T Ypwnd 15%-1 DT10Mm Ypwnd 5% -
D PN IR .7.76% 5 ¥ RN (balanced portfolio) JNIRNN 2N (DRI RO NIRXIND SIPNN
DNV 7-5 521N NINN .1.45 53PN ,IPND91NRI DO, MRNIN 1PN INRI L4.82 521 iPXSaPRN

-0 MY 5apmv 4.8-5 1Y 1P ,4.63 XN

MTOMN Y01 ,ONYTO SAR IOTIN-TH DTHNY VI 1ND OINY ,DN0N NN AN OIN IR
) ON - MDD MNNIND WIN 01NN MO MIAN XRPNT NN TPIIN-MNIND 010900
MNYAN PR I NPIMY MY M WPNAY 1O 11D TP 210 NI0NI - INPL IPIMWN

ANr1 Mvn

971 0N, TMIIN-TININ DDID NWNI ROWIN YYD NIN,DONN DDNRY TINNDN AMD 90N T8
MY YN BN 33 19Y TIRDN T DPVAY 19D VOIN LRIV MV MM SV NNTYVN

“In the past decade, hundreds of savings and loans have failed. The price tag for the bailout is estimated
to be more than $325 billion and U.S. taxpayers will pay for it. Over the same 10 years, life and health
insurance guarantee associations - which pool insurers’ funds at the state level - have paid out a little more
than $300 million to protect the policy holders of about 40 failed insurance companies”.

JDINRD NVYN TYUNA 010 MTOMD IMIIN-MNIR NOUND NIMY NPTON0N P NV NN
, Y90 MY MIAN SV "DXOIN0S"D 1950 1153 300 99 1001 ,991T TN 325-5 yain odon
STN5 511 NN )0 DN

MY NN IO - 1D NIPH SV MNMPN 5515 - MY 200 >0 Sy 0O) O3 MDIM P12 POV
DNY DINKR OMDIPS MTOMY NN TI0 MIPEYN NNV 121 JNOY MypPYwnn Pon Sy mnvd
TINNON JMIND GOON NN DR, DIV RNMOYUNI IN P DNON DN “PIIR” DN/ “INp”
W, MMPOIN OO0 N2WH DY MINNND DX1»N DN DXNYD . TNIND MNPND NN DO DN
PNRY MDD MM DN ANNDD Nt PR .0POV D29 D) DY) ,DMOP) DI DPANINN
NPHIBN OMOYN >3 ,DXIIN JPBt NNV 12T DXANNDD MW IR TINON 0N “PIR” IS o) 10
PR 299 N LMY 40-30 TYNI MY 53 05U 11NN NVINHD IR NNV SV Y903 MPNRD 0°2VN)
TTMNND MIVAND IN MOX2N MIIND DXYI TN DOVINOYN PAD MMPNn P IHRNNN .INN

.DMY PS5 DNON P2 OINNY DY DY

NN DTNV HAN ,(junk bonds) DAtN-1INN-MIMN SV POV DTIN0NND DOYNND IWAR-IN
DOIYN 5-1 P NDNNND NYOINN DA-IN-TNINA P MOLXIAN MM DY MYPYNm 6% PV
6%-1 727NV INRND TNTINNN D NN MINNK NOWNRY NNNON NN DY a50m Mapya ,mnnRn

JPDAR NN PONN DI DY OV NYawinin No1Dd 3 ,idya 1t PR LTa0]

MTOM ITNY NWYNY NOX 0PN .(Federal Regulations) NYWNNN YW MP>an PN DN N9ON N0
INT N INPD ANV 1D DD PN DY JITPNS MRPODOY YNID 0PNDDD DINY 0V D10
DNY 0) . MIRSIN ,DNN XY N TPIRD MMV IR LIPMINDD 99555 02WN TIND DINR
DN NIV IV INY . TINOXR PN DY DIV IR NN IPNOVNHNN MWD NO2P DY My PN
D) ONIVI QUND N 9 - NP TNTNNND NPN 9031, TIND YYD QY RN MHI2N-MNINI
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DIDN .N23N DI PNt NNV DIWN 0N L7270 PN DM NN MPTH IINOY 0wn
AP 1P M2 VN DL, TIND MDY DAN MYy 1N M wwnn

:The Age of Uncertainty - 17902 v»1250) VP Y2 PNV 1°Ya1 OMON
“Money is a singular thing. It ranks with love as man’s greatest source of joy. And it ranks with death as
his greatest source of anxiety. Over all history it has oppressed nearly all people in one of two ways:
either it has been abundant and very unreliable, or reliable and very scarce...However, for many there has
been a third affliction: for them money has been both unreliable and scarce.”

TIN5 IWANR-N YAV KRNI QOINY X - iPDI 1P IR MHYIN DY RN THNIN MHyan
qO3N - N9 NN MPYIN 017 VIR MNIY,DIN KRNI RN PR TR POY THDY TWaRY IR 1Y
MR DM PR LNORYN DDA DY PPN NIRT 1YY TDY IWAN-N DI NXNDIT IR D)

JNIND SVWINND 5Y NONI TN PRI NING 7DYIN NN NNAY TWAR TPWAIN NHIYIW PHNRD N

TV 10010 SV RIND ININD TN R ININD DY "DV DOITH” 510511 DY WNYH Y07
JMNYN MYUPA JUI P Dn
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B rab)

;NN PIY2 NIIYNN 2’019 NIDYN? NNoNNi NNNN DN
N'019N NDIYN NNON NXR YNN? [N DRN
NN PV aypyn "1 1N
"
2N Pa nnani Y

5595 , 0137 N9 Y910 AWM IRD OX TPONONID 1D DT DR ORND NORYA P12 DN AT
ALY - MY NVTTA YW 70 VY IPDY D1Pn MDA AN NNPNI DY 92T IIN RN WR
TPORONID DI TITHY YR NIV 1D DX ,201D ONYID NSNN WM MY IR TO10N TR
PTTIN TIDIDN PPN NN PHRONID NI TY PONOKD V1P I JND TORYS INR IR It J2ma
1993 YPY OP WXTPND W DI0NON 191X D5WP MY NOR 2012102 553) N 2095NNN MY inn

200 MIY OV NNY D2»N 727 SYW MOy ONIRD MO Pyn YW NOYND MNIAYIV NN D9 M0
DV DN POHN M DD Y (pay-as-you-go) NTI-NT MDY RINY ,IPPINRN ONINDN MVO11 0)

SY YPIN IN SMNN NON XY NIMIN DR RO PTO DNIONN XY .ND20N TIND PNO ANY RO
DN TPNMY DNINR DV T TI9) 1T YITH NP2 2570 XY Mt unfunding Y5 funding
YOS DINRD DOIRVDN IRY NN PRYNDT ,ONNRIPO NN PIN 0P SMNN SV )PThY D310

DINR

1Y (guaranteed bonds) MM2IY MOYL IN-MIN P2 172 291 DTMIY NNIX Lfunding-5 TN
IV N

LV YOI 1D LTIV 2PV DPDID) PR LIPUNT . MORY DD MDY v NN SV avpina
,(no guarantees) TM2Y-R SV 2NN DY 12110 DR 2P0 PO NOIWYN W NOIDN IR INONY
TMIVANRI 72770 OX) 2)NW90 IMIAIY 1N OY IR L,OWUND 557 MW 29N NNVIaN R ,IMI15D
NV DR NID AVAN-RN . NPIOM NPNOIN SNV 1AL ¥ 19250 1D PPN 1D, JINNN 7D ,i1IviN
HSY N, NPITY RYY 05 DY DD NN ORD NYTY Y520 1PDISN NOWND TMNIONM MNIIN

MY 1OR D ORY MY DY 0Oy

DPYTS DN OMOMN OTHNN

AV NN DRIV NN D2PY 120 NVIBN VITD TIMI DI MIIWHN WK .ARIWUNN (1)
IV NPNOING D2 RIN MNP NMAIN DRIV NRY 159 M0 OT-5Y 137 771IRN NNV 190D DY
N NRIVN IO PN INMIATY ROOY 1O NORD NPNIND NV PRIV 5T ¥ OR YTV OPR
M)

DOV 1IN DOVIN 10D 7900 D11 D20 IR SN OTR NORND MOIWNN I WX JID'ON (2)
MNON OTRY TIN YyaNn N0 O”P .10 WV (guaranteed bonds) NMMI7Y 1Py WY 13N MINNI
D0 HY VINON Y M O) .0ONY DORIN TNYL VIONN NOWNNN NN YT IPXR NOIANN .N5UNna
WURIM DNV DPR 51P°W DORINND




NNNS O NVNIRY YD DIV 00PN 21V 1210 2910 NOR 2PV IDOPn NOP0N NN n
NYPYNN 5Y NO°0N DR PIAYND AWAR DD TY ;1IN RV IR NIVNL NOIND ¥ 120D . PON
TYTO . MINR MOV NNDNII DXPNN NNONI N NN DY NN IMIYH ,0IN PDIN

JPPANNR NORY Y 51T 73-93 1R )1D0NY W)

10001 IRV NN VIO 20 N NIRYI MONAY PN ST, NIDMNN YNV MY Y9 nT
AND 0D YWY NPNOINGD DNNDON)

]’ID-’JN 720NN MIPMR SV QOO OY NOUNNN DV N DIRYD PPN ONYTY CTI N
JOMNPYD PPV MPR ROV TPNDANOND MYV IO MITNONNY

I N2 NN NOIAPINN IRIWNNY MIND NIPIND PWPYN NPND 1D NSUNNN D) NNYD
DOVY TMIVAR 12 NN XY ,NO1MI I N2 NN IRIINNDY NPD 0PN DODAPN AWURD NOIMN)
WYY LiPDID OOYH DX1N NNIRY NN DIAR .PYIN DX NY 1IN0 IR ,O5Y) ROW 1Y OR .09

DN TINYD

2WN DDA NINY - PAT 29-5Y DNPN DO - DTIPN DI OTPOYNY RV PINY "IN T X
No1N IPNINIAN-TPOITD DT W, 1NPN N0 03 ¥ IR NPNIAN MIVN W TIDNR 0T
MNINA P IMYIS DTDWY NN DXARYND NP TR NTI NN IWARY V1P IR 0I9-DY 1NPN
1917 MDD N .NTO-NT NMDIT NIWHNI NDMPY MONTIN MIDON DNR INT INNR NN DNMYY
OP RN IR IIYY MO LIPOVIR 19951, 75-1T 11D NP 1AW MNIND DIV 715 Ty
NPOY 121 73-55 XD AN ,DINR D27 NNV NN N1 1D NIPY 12 NP TNL NN 9
PN NN Y5 PN OO PR CTIND NYR DT NN DNPN DO .ONIMIN 0OYH IR 0N
NINY YMYS NN RO NMN GR .1705 0NY DYI XD SO, DORPIOIN9N NAY DT NINIY IR
NNY NN INTIN NRYD YT DORPIVINGN INNNDY DITTN INR NN HAP5 I 0SWY PN
MMRD IS VIV L(NIRND MTOMNN TR NN funding pension plan-1) DPNYVNN-NYT MTOM
JNON I, TOMN NR 98I RO NDNIN ON L5937 DOV GO Sy 1)y i TOMN ,TOM ¥ OIRIN
NYPYN NPMNTIN WON 090 7Y NIRND ,MYISNN TN DTN NI MUWYY PINY n DNy

)|

2y 21505 °5Y NI 1201 NP0 )10 51 NRIVN Y DEPNN NN NN NMIVN DNPNN NOAIN
SN NN DOW 250 MORWND IR MR RN 70N 279 777 SP-5Y 1RV 01210 PON
20N IR THIND OYA MNIWNN NN DTN TIT DRND MY IWND

L,NDYTY WINOT-OY ANDIYW IR INT .TIRD Y1 MRND PONYTY RIN DOOIVNN INPDI DN MRDN
JONYD RIN 1Y 00N P D WY MO DY XD

MR NINY A Yan on At
NN D0N DR D9PYHN DPR DN AR ,DOYSMN JY NN MIRIND IWARY RN iPYan T AN
MIIN-TNINI 0NN MO PY .1 RO NPINL 1PNN MMV JPNN MV A5 DI TNIN 120N

Federal Reserve Bank) 7)1-)100Y1 YW D119 YV D11 NONNYN ,ANINRY NNTY NPYan Y110
DOTINMYN ,MIVIN MITN DY DOPN) OV 12 MNP IN»Pn IPYAY W1pinY (of Boston
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MY Y7P DPND YN MY PYIY MYYNLI NPT 1NN MDD NN, MONn9) WowS TNNnn
237 NV 29 MNTI MYX TMIIN NN Y13 199719, 1N5wnn

N2 )1 .MO3IN MIIN SY MIRNIVNN 9933, N1YAN MDA NNd Ty Y19 IR P>TY 2NN NNN
;0719 PITN 12 ¥ DAR TNPRAN 1Y 1NN MINR SW DI S Hdnn 99 THWYW MYYS marn
237 70V9 ML TN 3 72D NNINRD MV P XD NS T AN "0 PPT1 myTy m

VN 711 T72),MNUN 127 MO5Ya MYTH MO0 Npad ivh T35 DN 205NN NYaY o n
PIV0 MONIN 1 ,TD DY Q0N MNP PN YW MTHann V2P TP INIPRI MYPYn
nﬁmn 12N RS NORD MIINN SV 5NN TWURD ,121N1 MPNIN NPNAIR PN 55 DY MO0

195 YT b YHa ;i Phnn 11901 T NN NPNON DN 0N NPNIND

25 ONMp .MYPYNN 5V (hedging) TMMOM PN NPOY VY DX1%N ,NDNY 117 DRVLINY AN
TIOD M D27 DIPNI PN NPOY IR MVYS TITDONNT,DONDY MNOINN S9N N PINY PIN
;DO NOV P W PAY PO NPNOUNND MY DNY TIY TR0 APNAD SNYTY TIIND
MY MIIN 3 OR ,5UND ,TPI2N-MNIND 77D 70 .DORD 02719 N2y NSWHINNY XN DTy
WRY M5 MO3IN DR PN XD LRY 27800 Tnyn nYWnnn OXD 29390 IR MVIYan MmO

MO N9 OV RS

MO NOWN IR TS TNRD D927 W VYD AMNIN TITN IR RINNY W OnyTy , 12095
N2 NN NPNIS MAXT NN R NIWH PN PIYV DR IIYN IPRY MR NN NN
2V NN DY YX1 295 72TH NONNN TN T1I0N Nt IR .DNOIIAY DY) DOXIN NS
Saving and-i) 0»VY9 MTOM SV MO NS DAY YA1YWY NI ,NVIANY SNSVUNNN TOMN
NN NRNPN OV MPWP-RO 0N 0»PIY DXTONY 1I1ND N1 NSYINH ,(PI2N-MNINA Loans
MTOMN SV MYPYNN NrY1n Y NSunnn M on RN TN N9 N1 IMDYRY OWN 9T

.DONVIANN DMV

AVIN AR ORND LiPDIAN TP 5P NPODOVAN IMATY DY SNOUNY MY VW 1Y 28N
MDD PV MY DM IRIVND YIND M5 5555 ipoian MNPV

T OID0 DNPN NOIMN WY NN HDYDIN 1193550 N1 0N P 5Y TNV YINa T X
10039 5y 11I20-MNINT NPIDN PV HY NYNION IPHNRT IRV ARIN M9 97T AT DN >0
DO "3 295 PPN NPIBN PV SV IPORMIN ARIVNN ,DMPNNN %959 MNINRA YN
D°55N0N OX .IPORM D) ,20% NN TPTIVN JPNN TMOD YIN PN DIWY 9%-9 NN LRSI
MMTOM SV MYPYNN NP NI WINN 99PN ,000 12100 Dt , 79PN 1N IPONAN AINIWNA oy
JPVIPSN IVTAN ,"TPDI1AN NOTINN” R - NPV NPITTY DINDN TMTOM - MMAANN DHYY
N.N20N NN ONRY DY 51P5 DMWY 112N NYRY DN IR NAY TIT NINNY DO 0Ny
D5W1 MNIN W IPOINDPIN D71 D) KON IPOINGN "N 97 N DMP M )P0 NRNPN
NN OTID) DOVIN NNAP W 5UNnY 1 1PYINT AN D11 00 2315 MNYS MYInd moo>w

JIDM0N NN MD0N NIAY OOWN DN DN NY YY SIPY MmN M

NP MY DMNL NON NRYP - POR MDY PINY PON M ONYTY
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N9955 PYN N9 DOPNHD VMR ,NVYYNY NDI0N NORY DY NI N9 MPMNY RPIRIAR AR 1)) L)) )
NSY1 YAR ,AMO 330 1N NI NIV TPNOWHIN 1IN TIPR DIPHD 531Y DYTY NDNIR .ND1DN
NDN AN NNV I IRIVA T2PY WIR MINKR MYPYNI .N2MI 30 NIV

NN ARIYNN DTN DIMN RIN PO NP0 11 WY DIYS DMK DN XD YO IR NYNe)
70109 TN NY IN NP TOIDO TIN DR RN MMMV /)0

SY TIDY W IIPTOWNRN 1IN TINRY 7DD NP 50N MNP MO0 MIIN 5W Mypwinl
DNSY MYPYNm 91T PONY ,DOYTY P00 NP DTYNN MO0 >Pp>thn .Mp>a pho
DOWY) DTNV HPOIND 912 MVYAN DY MBI , NP MMOIN TV 1IN IMIPNR NXIPL PYMD
NTMAY NODY 71T, 27 PO MY MYPYna NORN MIPN 23 MYPYIN 2Wainn pival IR
PN 9N MODY SNOYND N0 NPRNNT INT MNAY Y DNV SVI DIPHYN DY NNOOIN
Y371 0 DIDY ;1 ,D0IN DMIN PT 201 )R NOON NOVHHNN - mv»a) Y¥ MIPN1 M9
711D ANPN NN DY MYPYnm N20N NRIYNN DY MYpYinn IR VAN DOWIRD D ININ NNIRY
STIAND N NDION IR WRNN D¥YA ,NYWNNN P DD NN 0 3 DND DMV

O MNIND 53,0 N .MV 20 N NDY 1D IMNIPY 20 D PN RYND GNNYD
PDIN TP ROR ,NPDIN IR MNOSYNY | MDD TN N ,ONWY 01D

VOV YN PN PV NYPYN 21NN IR LPDID 1P 2N YHNIY ANND .V NNR NNYD
P DPNY Y NODP 0P ANYHY DI0NY MIAINNN NON ,)DND PIVA YWPYnO ORD NPR
s;m WNT NN SIR PPYI 10 M OXR NN PV WRwn 10 RY LD 05WO XT3 P09

TIN NV 12 OO 11D RO PO 0OWD SRV NNTY VIaa

YT .DONDD NNPY D120 RO O .DNPOWI DWVN MYYY PINOIN LD IR DMPO DINY 1D
AR MYY IR ,TI + 2% W T + 3% MNIR DR Np° NY ONR DWW ,iPDISN 17P2 TON DX DX
ToYn PN RY 1YW 28D YIND 1N MOR N2 NNPY >Y MOR MPDID 11P2 .55 MMIN ND

207 WY 2% DM DA OV .IPYNIN DI NN NOY PDIN i1 obvh OV Nonn
NV DX NNINY DI GTY 1NY PR IR .MV 35NN ,OPY 1,000-1,400 DYAPN DXNPOIAN
SY NN DOIN DN - FPYIR ,NPYIMR - ONY1 MNP MPYYM MNMAann MNIND M1
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Foreword

The second conference on pension policy was held in Jerusalem in July 1991. The
conference, organized by the JDC-Brookdale Institute and held under the auspices of the
Herbert Singer Seminar Series, was attended by policymakers and senior researchers in the
pension field in Israel. The first conference, held in July 1990, briefed Israeli policymakers
on the latest developments and innovations in Israel and the world in the area of private
pension funds. The second conference, "The Pension System and Capital Market:
International Developments and Issues in Israel," provided a forum for an in-depth
examination of current trends in the pension field and the relationship between the pension
system and the capital market.

Conference discussions focused on the implications of a worldwide trend to move from a
system characterized by heavy government involvement to a system directed towards
privatization. Presentations were made by senior researchers from Israel and abroad and
representatives of germane bodies including the Ministry of Finance, the Bank of Israel, the
General Federation of Labor in Israel, insurance companies and universities.

Due to the subject’s importance, it was decided to publish the conference’s proceedings.
This publication contains the conference’s presentations and discussions, presented in
chapters according to the order of their presentation at the conference.

Chapter 1 contains a survey of international developments in the capital market and penison
system; Chapter 2 is a discussion of the advantages and disadvantages of the pension
system’s involvement in the capital market and arrangements for facilitating the relationship
based on international experience. The third chapter contains a survey of the characteristics
of the Israeli capital market and a discussion of the preparations required prior to the pension
system’s entry into the capital market. Chapter 4 is a discussion of the advantages and
disadvantages of this process from the viewpoint of the capital market. Chapters 5 and 6
contain a review and discussion of the advantages and disadvantages for the pension system
and other agencies in the economy from their involvement in the capital market.

These proceedings are presented in their original form with only minor editing changes. We
apologize for any deletions or inaccuracies that may have occurred during the transcription
of the tapes of the sessions.

We would like to thank the staff and researchers of the JDC-Brookdale Institute for their
assistance and for the many useful comments throughout the preparation of the material.
Special thanks to Michael Revivo, Erella Brilliant and Bilha Alon for their assistance in
producing this publication.
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