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Geroa Pentsioak, Entidad de Previsión Social Voluntaria (the Entity) was incorporated on 9 January 1996 by 
its founding members Asociación de Empresarios de Gipuzkoa (ADEGI) and the ELA, LAB, CCOO and UGT 
trade unions. The objective of the Entity is to provide complementary social welfare benefits on a sectorial 
basis, in accordance with collective labour agreements.  

 
EVOLUTION OF CONTRIBUTIONS AND NUMBER OF MEMBERS 

No new sectors have been incorporated during 2007. However, two new non-sector companies, Trainelec, 
S.L. and Irurena, S.A., have been admitted.  Three sectors, Construction, Service Stations of Gipuzkoa 
and Fruit Wholesalers have increased their contributions by between 0.20% and 0.50%. Likewise, six 
companies which are not adhered to any collective labour agreement in Gipuzkoa, Gureserbi, Aspace, 
Aspace Viviendas y Residencias, Katea Lantegiak, Zahor and Legaia, have increased their contributions 
by between 0.16% and 0.96%.  

The contribution percentages are different for each sector, but are linked to the contribution base for 
common workers’ contingencies.  The following percentages were applied during the year:  

SECTOR  % TOTAL CONTRIBUTION IN 2007  
Iron and Steel  4.00%  
Ceramic  3.50%  
Timber  2.00%  
Freight  3.00%  
Bakeries  1.20%  
Glass  3.50%  
Construction  3.50%  
Paper and Cardboard  1.20%  
Furniture and Auxiliary  1.00%  
Textile  1.60%  
Fur/leather  1.60%  
Metal  2.00%  
Gipuzkoa Cleaning Sector  2.50%  
Service Stations  4.00%  
Fruit Wholesalers  2.00%  
Road Haulage  1.50%  
Catering, Entertainment and Sports  1.00%  
 
Total gross contributions at 31 December 2007 amounted to Euros 85.2 million, which represents growth 
of 7.79% compared to the prior year.  
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At the closing date, 144,748 ordinary members had made contributions in at least one period, 
which is 3.37% up on the prior year.  Details by sector are as follows:  

SECTOR  2006  2007  
Iron and Steel  72,994  75,416  
Ceramic  385  435  
Timber  3,183  3,226  
Freight  744  806  
Bakeries  2,560  2,659  
Glass  414  398  
Construction  17,275  17,797  
Paper and Cardboard  1,828  1,620  
Furniture and Auxiliary  1,809  1,712  
Textile  3,892  4,116  
Fur/leather  803  784  
Metal  8,611  9,088  
Gipuzkoa Cleaning Sector  10,939  11,387  
Service Stations  906  929  
Fruit Wholesalers  170  180  
Road Haulage  6,988  7,396  
Catering, Entertainment and Sports  2,277  2,417  
Sundry  4,254  4,382  
TOTAL  140,032  144,748  
 
The number of contributing members totals 9,987 companies, which is 2.02% up on the prior year. Details 
by sector are as follows:  

SECTOR  
2006  2007  

Iron and Steel  3,607  3,653  
Ceramic  13  13  
Timber  489  476  
Freight  70  75  
Bakeries  207  202  
Glass  47  45  
Construction  1,620  1,709  
Paper and Cardboard  27  23  
Furniture and Auxiliary  87  84  
Textile  717  706  
Fur/leather  157  156  
Metal  1,189  1,210  
Gipuzkoa Cleaning Sector  258  280  
Service Stations  73  76  
Fruit Wholesalers  32  28  
Road Haulage  1,014  1,053  
Catering, Entertainment and Sports  145  159  
Sundry  37  39  
TOTAL  9,789  9,987  
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EQUITY SITUATION OF THE ENTITY 

At 31 December 2007 unit-related equity amounted to Euros 695.08 million (excluding the members’ fund 
and provisions covering variations in life annuity commitments), which is 17.70% up on the prior year, and 
the Entity generated a net surplus of Euros 32.86 million, exclusive of Euros 1.66 million relating to 
unrealised gains.  Equity is comprised of 51,014,101.171870 units of Euros 13.625239 each.  

 
EVALUATION OF FINANCIAL MARKETS 

The financial world in 2007 was marked by the subprime meltdown. Subprime mortgages are granted to 
borrowers with lower credit ratings, which means they entail a larger-than-average risk of defaulting on 
loans. Once securitized, these loans, which were made out in the United States, spread to banks and 
financial entities worldwide. When people started to default on their loans, a crisis kicked in that led to huge 
losses and a change in the world’s economic cycle.  This phenomenon led to a lack of confidence and 
liquidity in financial markets, which in turn has put a strain on financing conditions and central banks have 
had to release liquidity into the market place to relieve some of the pressure.  

The United States finished the year with growth of 2.2% (2.9% in 2006).  Taking into account that the US has 
been slowing down for three consecutive years, it is possible that this economy will slide into recession. The 
Eurozone grew by 2.6% compared to 2.9% in 2006.  

This downturn in the global economy, which has taken place in the second half of the year following the 
subprime meltdown and a crisis in the real estate sector, comes with increasing inflationary pressure 
worldwide due to the high price of oil and other raw materials and the increased dynamism of emerging 
economies such as China, India and Brazil.  

Stock markets performed well in 2007.  The DJ Eurostoxx 50 rose by 6.79% and the Ibex35 by 7.32%.  In 
the US, the Dow Jones was up by 6.43%, the S&P 500 by 3.53% and the Nasdaq by 9.81%.  The exception 
was Japan, with the Nikkei index falling by more than 11%.  

In the exchange market, the Euro showed great strength against the main international currencies and 
ended the year 10.57% up on the dollar, 3.78% up on the yen and 9.13% up on the pound.  

In the fixed income market 2007 can be divided into two clearly different periods.  Between January and 
September, only the European Central Bank operated in the markets, raising its benchmark rate a quarter of 
a percentage point to 4% in the face of inflationary pressure in the Eurozone.  During this first period credit 
spreads decreased significantly and structuring activity was intense. Many analysts predicted further 
increases in interest rates, which eventually did not come to pass.  The subprime mortgage crisis, which 
commenced at the end of July or beginning of August, sparked off a drastic change in expectations and a 
rapid increase in credit spreads.  In September the US Federal Reserve reduced its benchmark rate by 
0.50% and made two further reductions before the end of the year to take the rate from 5.25% to 4.25%.  

Volatility in the latter part of the year increased significantly, greatly complicating the management of 
collective savings. In general, profitability of investments suffered in 2007 and concern is predominant 
among investors.  
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INVESTMENT PORTFOLIO AND PROFITABILITY OF THE ENTITY 

Geroa’s team of investment fund managers has adapted its portfolio on the basis of new contributions, fixed 
income yields and stock and exchange market trends.  While investments in variable income have fallen, 
while maintaining geographical diversity, in the face of increased perception of risk the Entity has significantly 
increased its investments in liquid and non-correlated assets such as stock markets, thus preparing its 
portfolio to tackle the challenges of 2008.  

At the end of 2007, in cash values, 70.60% of the Entity’s equity consists of fixed income securities, 17.97% 
relates to variable income investments, 2.18% to real estate investments, channelled through investment 
funds, 3.17% to investments in alternative funds, 3.92% relates to fixed income assets that have been 
designed with variable income assets and, lastly, 2.16% relates to direct investment. The net annual return 
on investments was 5.326%, which translates into a compound revaluation rate of 7.14% since the Entity 
initiated its activities.  

Approximately 1.78% of investments in shares relate to the Spanish stock market.  International shares are 
managed by Morgan Stanley, Credit Agricole and the Entity’s own investment fund managers, and at year 
end make up 9.72% of the investment portfolio.  The agreement the Entity had with Norkapp to manage 
international variable income was cancelled in the first quarter of the year. Variable income investment fund 
units represent 6.47% of total investment.  

The investment portfolio at year end amounts to Euros 712.72 million, which includes liquidity and 
unrecorded underlying variable income gains, but does not include accrued and uncollected interest. The 
criteria used to value the Entity’s investment portfolio are as follows:  

With the exception of underwriting risk, fixed income securities are stated at cost, not market value. If these 
securities are in currencies other than the Euro, they are stated at market value.  

Variable income securities, including venture capital companies and funds, are stated at average acquisition 
price or market value, if lower, including the foreign currency effect if not stated in Euros.  

Foreign currency positions, whether cash or forward operations, are stated at market price.  

Orza AIE is stated at the underlying net book value of the Entity, although its subsidiaries are stated at cost 
of acquisition.  

At its meeting held in December 2007, the Entity’s governing board approved the modified Declaration of 
Investment Principles with a view to delimiting the individual and joint percentages of the different assets that 
comprise the Entity’s investment portfolio, thus reducing risk and setting a permanent goal of preserving 
capital, in accordance with prevailing legislation.  The Entity has adjusted its return based on the market 
situation, setting it to exceed the variable for inflation.  

Operating and depreciation and amortisation costs for the year amounted to Euros 1.81 million. Costs 
assumed by workers totalled 0.28% of average equity managed.  This percentage does not include implicit 
commissions on investments in collective investment undertakings and venture capital entities.  
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EVOLUTION OF BENEFITS AND BENEFICIARIES OF THE ENTITY 

Throughout 2007, 1,791 benefits were paid, comprising 1,071 for retirement, 303 for total disability, 145 for 
absolute disability, 9 for outstanding disability, 196 for death, 52 for delays and 15 in respect of occupational 
accidents resulting in the absolute disability, outstanding disability or death of a worker. Total benefits paid 
during the year amounted to Euros 10.03 million, with a further Euros  
5.84 million being committed in annuities in the same period.  

Of the total benefits paid or committed for disability and death, 449 were made with additional coverage, 
amounting to Euros 7.63 million, 221 were paid in the form of capital, while the remaining 228 were 
disbursed as life annuities and financial income.  At 31 December the number of current life annuities and 
financial income payments totalled 1,229 and 24, respectively.  

In December 2002 the Entity’s governing board decided to create a provision for risks associated with life 
annuities, setting the maximum provision at 25% of commitments.  The related charge in 2007 is Euros 1.35 
million, with the total provision amounting to Euros 6.24 million.  

The actuarial tables used to calculate these life annuity payments were GRM/F-95, with a technical interest 
rate of 4%.  The corresponding commitments were appraised by Biharko, Consultoría de Fondos de 
Pensiones y Entidades de Previsión Social Voluntaria, S.A. and amount to Euros 24.78 million, without 
taking into account the revaluation of Euros 0.17 million to be made in 2008. Commitments relating to 
financial income increased to Euros 0.26 million in 2007.  

 
SIGNIFICANT SUBSEQUENT EVENTS 

The reinsurance contract with Federación de Entidades de Previsión de Euskadi (Basque Federation of 
Voluntary Social Welfare Entities) was renewed with effect as of January 2008 to insure the collection of risk 
benefits. The policy for the new year covers 6.00% of the Entity’s total contributions, of which Geroa 
assumes 50% of the cost.  

With effect as of January 2008, life annuity benefits will be revalued by 0.70% as a result of the Entity’s 
surplus and the agreements reached by its governing board.  



 
OUTLOOK FOR 2008 

The Entity intends to incorporate two new sectors in 2008: Offices and General Commerce, as 
well as new companies from the Gipuzkoa economy, while some of the most important sectors 
in terms of contributions, namely Metal and Construction, will increase their percentage 
contribution. Contributions from the remaining sectors will rise due to the revisions in the 
contribution base negotiated in their respective collective labour or company agreements  

The Entity’s investment structure is being adapted to the new expectations of the financial 
markets, placing more emphasis on short-term assets and attempting to reduce more volatile 
and risk-based assets. The Entity is therefore reducing its investment in variable income and 
structured products and the duration of fixed income securities.  The goal for the year is, above 
all, to preserve the Entity’s equity.  Variable income will account for no more than 20% of total 
equity managed and fixed income will continue to constitute the principal source of investment, 
especially in the short term, and, therefore, the highest percentage of equity.  
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Our outlook for the coming year, supported by numerous financial entities, reflects a scenario of 
economic stagnation or moderate global decline, mortgage market crisis, disparate monetary 
policies in the USA and Europe, profit growth expectations lower than in prior years and inflation 
and raw materials on an upward trend.  It is likely that larger companies will achieve better 
yields than medium-sized and low capital entities.  As regards fixed income, it will be necessary 
to wait at least until the second half of the year to accumulate long positions and, lastly, the US 
Dollar is expected to gain some ground on the Euro in the second half of the year.   
 


