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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  
 
Two new sectors have been incorporated in 2008: Offices and General Trade, both of which 
have contributions of 0.20%. 
 
Two sectors, Gipuzkoa Metal and Construction, have increased their contributions by 0.30% 
and 0.20%, respectively. Likewise, ten companies which are not adhered to any collective 
labour agreement in Gipuzkoa (Grupo Legaia, Cementos Rezola, Grupo Savera, Zahor, Kateak 
Lantegiak, Aspace, Manufacturas Oria, Aspace Viviendas y Residencias, Asedir Gestión and 
Irurena S.A.) have increased their contributions by between 0.17% and 0.97%. 
 
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 2008 
Metal 4.30% 
Ceramic 3.50% 
Timber 2.00% 
Freight 3.00% 
Bakeries 1.20% 
Glass 3.50% 
Construction 3.70% 
Paper 1.20% 
Furniture 1.00% 
Textile 1.60% 
Fur/leather 1.60% 
Metal Trade 2.00% 
Cleaning 2.50% 
Service Stations 4.00% 
Fruit Wholesalers 2.50% 
Road Haulage 1.50% 
Catering, Entertainment and Sports 1.00% 
Offices 0.20% 
General Trade 0.20% 

 



Total gross contributions at 31 December 2008 amounted to Euros 95.1 million, which 
represents growth of 11.57% compared to the prior year. 
 
At the closing date, 142,485 ordinary members had made contributions in at least one period, 
which is 6.89% up on the prior year.  Details by sector are as follows: 

 
SECTOR 2007* 2008 

Metal 69,093 67,652 
Ceramic 396 343 
Timber 3,096 2,783 
Freight 775 745 
Bakeries 2,525 2,632 
Glass 397 373 
Construction 16,130 15,870 
Paper 1,595 1,472 
Furniture 1,694 1,567 
Textile 3,880 3,825 
Fur/leather 767 753 
Metal Trade 8,706 8,508 
Cleaning 9,823 9,928 
Service Stations 905 889 
Fruit Wholesalers 173 193 
Road Haulage 6,730 6,573 
Catering, Entertainment and Sports 2,236 2,220 
Offices - 8,082 
General Trade - 3,625 
Sundry 4,375 4,452 
TOTAL EMPLOYEES 133,296 142,485 
 
* The criteria used to count employees changed in 2008 in such a way that if employees work in more 
than one company in the same sector, they are now only counted once. For comparison purposes, the 
data for 2007 has been normalised to bring it into line with the new criteria; therefore, the above figures 
do not coincide with those presented in the prior year. 
 
The number of beneficiaries of the Entity at 31 December 2008 is 2,239. 
 



The number of contributing members totals 12,566 companies, which is 25.76% up on the prior 
year.  Details by sector are as follows: 
  

SECTOR  2007 2008 
Metal 3,653 3,655 
Ceramic 13 15 
Timber 476 442 
Freight 75 75 
Bakeries 202 217 
Glass 45 45 
Construction 1,709 1,660 
Paper 23 18 
Furniture 84 85 
Textile 706 711 
Fur/leather 156 158 
Metal Trade 1,210 1,193 
Cleaning 280 291 
Service Stations 76 74 
Fruit Wholesalers 28 26 
Road Haulage 1,053 1,005 
Catering, Entertainment and Sports 159 165 
Offices - 1,709 
General Trade - 983 
Sundry 39 39 
TOTAL COMPANIES 9,987 12,566 
 
 
EQUITY SITUATION OF THE ENTITY 
 
At 31 December 2008 unit-related equity amounted to Euros 736.92 million (excluding the 
members’ fund and provisions covering variations in life annuity commitments), which is 
6.02% up on the prior year, and the Entity generated a net deficit of Euros 37.29 million, 
exclusive of Euros 1.82 million relating to unrealised gains. Equity is comprised of 
56,864,941.832198 units of Euros 12.959058 each. 

 
EVALUATION OF FINANCIAL MARKETS 
 
The economic situation in 2008 has been characterised by an extraordinary level of uncertainty, 
with numerous events occurring in the second half of the year. While previous years saw the 
benefits of globalisation and the financial sector, in 2008 a lack of regulation and transparency 
and, in some cases, malpractice have plunged the economy into a profound crisis of confidence 
in the financial markets that has dried up liquidity and affected the entire global economy. 
 
This process, which commenced in 2007 and has continued throughout 2008, has brought about 
a significant depreciation of assets, beginning in the real estate sector, but rapidly extending to 
the valuation of businesses, issued bonds and company shares. 
 
An example of this is the price of raw materials which, after a considerable rise up to the middle 
of the year, saw its biggest fourth-quarter drop in a decade. 
 



The United States, where the crisis originated, has seen a reorganisation of its financial system. 
In March Bear Stearns was rescued through an absorption by JP Morgan. After Lehman 
Brothers went bankrupt, mortgage lenders Fannie Mae and Freddie Mac were nationalised and 
Merril Lynch and Wachovia were absorbed by Bank of America and Wells Fargo, respectively. 
The government also intervened on behalf of Washington Mutual, Citigroup and insurance giant 
AIG, and investment banks Morgan Stanley and Goldman Sachs were transformed into 
commercial banks. 
 
The crisis quickly spread to the rest of the world and in some European countries the situation is 
similar to the United States. In Ireland, the government has intervened on behalf of most banks, 
likewise in Germany, and in Belgium part of the largest financial entity in the country, Fortis, 
was converted into a public bank. In the United Kingdom, the government has had to intervene 
on behalf of several entities, notably the capital injection made by the Treasury in the two 
biggest financial institutions in the land, Lloyds TSB and Royal Bank of Scotland. Furthermore, 
Alliance & Leicester was absorbed by Banco de Santander through the intervention of the 
British government. 
 
The world’s central banks have acted, giving rise to unprecedented actions such as the 
simultaneous lowering of interest rates on 8 October in the US, EU, Canada, Japan, UK and 
Switzerland. Interest rates in December stood at between 0% and 0.25% in the US and at 2.5% 
in the Eurozone. 
 
The measures implemented by central banks and governments to re-activate the economy have 
prevented a total collapse of the world’s financial system but have not been enough to avoid the 
recession in which the year has ended. 
 
Twelve-month Euribor, the rate at which most mortgages are granted in Spain, closed the 
quarter at a provisional rate of 3.452%, its lowest level since June 2006. 
 
The euro fell against the dollar by 4.32% in 2008, going from a record high in July of USD 1.60 
in the face of an expected recession in the US economy to a low of USD 1.23 due to the 
weakness of the European markets. Of note is the appreciation of the Japanese yen compared to 
other currencies, growing by 22% with respect to the dollar and the euro. 
 
One of the most spectacular events of the year was the change in the price of crude oil, which 
went from US$140 to US$40 a barrel as a result of speculation in the market and the fear of a 
tough recession. 
 
Variable income saw historic losses at the end of 2008 after tough months in which the financial 
system was on the brink of collapse. The world’s principal stock exchanges reflect this critical 
situation with extremely high levels of volatility. In the US, the S&P and Nasdaq indices fell by 
38.49% and 41.89%. Things were not much better in Europe, with the Ibex closing the year 
down 39.43%, Germany’s Dax down by 40.37% and the French CAC down by 39.43%. Japan’s 
Nikkei index was down by 42.12%. 
 
As a result of the above, investors took refuge in public debt in the second half of the year, and 
particularly in the last quarter. Yield curves, which perform inversely to price, have declined in 
all respects in both Europe and the US. 
 
The performance of repos in the first half of the year was positive, but following tension in the 
money markets in September rates went down as they were cut by the ECB. The yield curve 
remained inverted during the final months of the year, with longer terms generating lower 
yields. 
 



Gold, another shelter asset, was affected by high volatility in 2008, during which it lost up to 
20% before recovering to close the year with a gain of 5% thanks to a late rally in December. 
 



In summary, 2008 has seen how the financial crisis has had a severe impact on real economies, 
giving rise to reductions in GDP (bringing recession to the world’s principal economies), 
increases in unemployment, risk of deflation and stunted growth in emerging markets. 

 
INVESTMENT PORTFOLIO AND PROFITABILITY OF THE ENTITY 

 
Geroa Pentsioak EPSV’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 short- and medium-
term investments and those in non-correlated assets such as stock markets, thus preparing its 
portfolio to tackle the challenges of 2009. 
 
At the end of 2008, 80.26% of the Entity’s equity consists of fixed income securities, 5.42% 
relates to variable income investments, 2.78% to investment funds, 2.17% to real estate 
investments, 1.75% to alternative funds and 2.62% to direct investment. 
 
The net annual return on investments was -4.888%, which translates into a compound 
revaluation rate of 6.16% since the Entity initiated its activities. The performance goal of the 
Entity was to beat inflation, which stood at 1.4% in 2008. 
 
The impact on profitability of the exposition of the portfolio to Madoff-related securities was           
-0.449%. 
 
Approximately 1.07% of investments in shares relate to the Spanish stock market. International 
shares are managed by Credit Agricole, Capital Markets and the Entity’s own investment fund 
managers, and at year end make up 5.42% of the investment portfolio. The agreement the Entity 
had with Morgan Stanley to manage international variable income was cancelled in the first 
quarter of the year. 
 
The Entity has invested 1.84% of its portfolio in shares in ORZA AIE, as well as an advance of 
Euros 4,000,000. Geroa Pentsioak has a 50% interest in this entity, which was set up to invest in 
Basque businesses. Investments in ORZA in 2008 consist of Euros 1,501,000 in Brainco, S.L. 
and Euros 1,250,000 in the GED fund. The profitability of this entity in 2008 was 1.18%. 
 
The investment portfolio at year end amounts to Euros 738.99 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. All fixed 
income securities with a rating lower than “Investment Grade” from the principal ratings 
agencies are stated at market value. If these securities are in currencies other than the euro, they 
are stated at market value. 
 
Variable income securities, including venture capital entities 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 2008 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 market conditions, setting it to exceed the 
variable for inflation. 
 
Operating and depreciation and amortisation costs for the year amounted to Euros 1.989 million.  
Costs assumed by workers totalled 0.275% of average equity managed. Implicit commissions 
on investments in collective investment undertakings and venture capital entities amount to 
0.191% of average managed equity. 
 
EVOLUTION OF BENEFITS AND BENEFICIARIES OF THE ENTITY 
 
Throughout 2008, 2,174 benefits were paid, comprising 1,389 for retirement, 315 for total 
disability, 188 for absolute disability, 8 for outstanding disability, 196 for death, 68 for delays 
and 10 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 13.78 
million, with a further Euros 5.98 million being committed in annuities in the same period. 
 
Of the total benefits paid or committed for disability and death, 480 were made with additional 
coverage, amounting to Euros 8.39 million, 270 were paid in the form of capital, while the 
remaining 210 were disbursed as life annuities and financial income. At 31 December the 
number of current life annuities and financial income payments totalled 1,456 and 25, 
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 2008 is Euros 1.27 million, with the total provision amounting to Euros 7.51 
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 30.04 million. Commitments relating to financial income increased to Euros 
0.33 million in 2008.     
 
MODIFICATIONS TO THE ENTITY’S ARTICLES OF ASSOCIATION AND 
REGULATIONS 
 
At the extraordinary assembly held on 5 June 2008, the members approved the modification of 
the Entity’s articles of association and regulations. This modification was approved by the 
Basque Government on 9 September 2008. 
 
The changes, which in no way alter the Entity’s philosophy, relate to integrating additional 
regulations in the articles of association and clarifying the wording of articles relating to the 
governing bodies, recognising the same rights for intellectually disabled or mentally ill 
members as for other members in the event of death, and adaptation to Decree 92/2007, 
specifically: 
 

 Inclusion of the difference between passive and beneficiary members; 
 Inclusion of articles relating to the transfer of voting rights and the defence of ordinary 

members, passive members and beneficiaries; 
 Modification of articles relating to technical viability and administration expenses. 

 



In 2008 the limits applicable to benefits paid in the form of annuities were Euros 14,000 for 
voting rights and Euros 80 for monthly life annuities. 
 



INCORPORATIONS, WITHDRAWALS AND TRANSFERS 
 
As mentioned previously, two new sectors have been incorporated in 2008: Offices and General 
Trade. Withdrawals, which are understood to be members who have received their benefits in 
the form of capital or have exhausted their benefits in 2008, total 2,161. 
 
There have been no transfers of rights during the year. 
 
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 2009 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. 
 
During 2009 the Entity will adapt to the accounting principles established in article 11 of 
Decree 92/2007, which must be applied by 1 January 2010. 
 
The Entity has modified the limits applicable in 2009 relating to benefits paid in the form of 
annuities, which change to Euros 18,000 for voting rights and Euros 100 for monthly life 
annuities. 
 
OUTLOOK FOR 2009
 
The Entity will incorporate three new companies in 2009: Bidelan, Talleres Protegidos Gureak 
and Kemen Manguitos, with percentage contributions of 4.6%, 0.4% and 4.3%, respectively, 
while some of the most important sectors in terms of contributions, namely Metal, Construction, 
Offices and General Trade, will increase their percentage contributions. 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 current economic situation will undoubtedly have an effect on the volume of contributions. 
 
The Entity’s investment structure is being adapted to the new expectations of the financial 
markets, placing more emphasis on medium-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 adjusting 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 
15% of total equity managed and fixed income will continue to constitute the principal source of 
investment, especially in the medium term, and, therefore, the highest percentage of equity. 
 
Our outlook for the coming year, supported by numerous financial institutions, reflects a 
scenario of recession in the world’s developed economies. This will have a significant impact 
on corporate results that will possibly reach a low in the second quarter of the year. It is also 
predicted that there will be increases in unemployment, payment defaults and bankruptcy, and 
that there will be a significant change in consumer spending habits worldwide. 
 
The outlook is also for a deflationary economy, which would lead to a drop in the value of 
investments. As for corporate investment, this is expected to continue the current downward 
trend. 
 
Lastly, considerable increases are expected for public deficit, issuance of public debt and state-
backed bonds. 

 
 


