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The German Riester pension scheme has been heavily 
discussed since the introduction in 2001

Negative contributions overweight!
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Riester products are often characterized as being highly 
risky, complex and having low return rates



 

How risky are Riester products?



 

What are the main criteria in which Riester fund and Riester life 
insurance products differ? 



 

Which impact does the cost structure of Riester products have 
on the product performance? 



 

Which performances have substitute non-Riester products? 
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Our model considers Riester fund and Riester life 
insurance as well as non-Riester products

Riester fund 
product

Riester life 
insurance 
product

Non-Riester 
fund product

InputsAssets Costs



 

Stochastic asset 
development
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The development of the policyholder account is simulated 
for the saving period

Pension PeriodSaving Period

Tt=0 Time

Policy- 
holder 
Account

Assumptions:
Constant annual premium payments
Three investment cases (1 = continuing investment, 2 = surrender 
before maturity, 3 = death before maturity)
Reinvestment at risk-free rate in cases 2 and 3
Fair pension payments during pension period
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Each period of the pension period considers premium 
payments, costs and asset endowments
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Example: Consideration of costs and asset endowments for 
the Riester life insurance product
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Riester fund products show a significantly higher volatility 
than Riester life insurance products



 

T = 25 years



 

Premium pay- 
ments of EUR 
1.200 per year



Nils Mahlow, Prof. Dr. Hato Schmeiser, Prof. Dr. Joël Wagner | Valuation of the Riester Pension Scheme | Berlin, March 21st 2013 12

Evaluating risk measures, the Riester life insurance product 
is ranked highest



 

Considering Sharpe and Sortino ratios, the Riester life insurance product is by far 
ranked highest



 

The Riester fund product (with fund-switch) is ranked second before the non- 
Riester fund product (with ETF cost-structure) 

Definitions:
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According to a customer with a mu-sigma-preference the 
Riester life insurance product will not be chosen

Risk-neutral

Risk-averse

Risk-seeking

Evaluation of customer utility



 

Customer preferences shift from Riester life insurance for a risk-averse investor to the non- 
Riester fund product for a risk-seeking investor



 

Riester fund products are not prefered for any risk-profile
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Performances of Riester life insurance products are less 
volatile than Riester fund products 

1. The Riester Pension scheme offers products with significantly different 
return and performance profiles

2. Riester life insurance products are preferred by risk-averse investors 
due to the low performance volatility

3. Costs and performances from different Riester life insurance product 
issuers are on a comparable level 

4. Riester fund products are much more volatile than Riester life insurance 
products

5. Costs and performances differ significantly between different product 
issuers  
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Further research and extension of the current paper

1. Consideration of pension period

2. Integration of taxes and transfer payments

3. Calculation of return rates for individual investors
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Discussion

?
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Backup - model parameters
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