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From Design to Delivery: Making the PEPP a Scalable Tool for the
Savings and Investments Union (SIU)

The European Commission proposal to reform the Pan-European Personal Pension Product (PEPP)
Regulation represents a substantial and welcome recalibration of the framework. The direction of
travel aligns closely with many of the Investment Company Institute’s (ICl) initial recommendations
and reflects a clear acknowledgement that the original design did not achieve the intended level of
uptake.

At the same time, more work is needed to ensure that the revised PEPP is commercially viable,
proportionate in its supervision, and capable of delivering on its dual objective: strengthening
retirement adequacy for EU citizens while mobilising long-term capital in support of the Savings and
Investments Union (SIU).

Recommendations for PEPP to be a Scalable Tool for the SIU

» Maintain Lifecycle Strategies as the Default Option for the Basic PEPP

» Remove the 95% Asset Restriction to Enable Genuine Lifecycle Investing

» Maintain the Fee Cap Removal and Ensure a Stable VfM Framework

» Maintain the Removal of Mandatory Advice for the Basic PEPP

» Maintain the Removal of the Two-Sub-Account Requirement to Facilitate
Organic Cross-Border Growth

» Maintain Workplace Integration and Employer Contributions

Implement the Commission’s Financial Literacy Recommendation to Support
Uptake

> Ensure Real and Consistent Tax Comparability

Europe faces a structural pension challenge. Demographic ageing, declining public replacement
rates and increasing fiscal pressures mean that individuals must increasingly rely on occupational
and personal savings to supplement statutory pensions. Yet fragmentation across national markets
and certain design constraints within the original PEPP design limited its ability to scale as a
meaningful European solution.

The Commission’s proposal addresses many of these structural weaknesses by removing barriers
to entry, simplifying product design and enhancing flexibility. If implemented with clarity,
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proportionality, and meaningful tax incentives, the revised PEPP can evolve into a viable and
scalable component of Europe’s supplementary pension landscape that strengthens retirement
outcomes while supporting deeper and more integrated capital markets.

Achieving the Right Balance
Maintain Lifecycle Strategies as the Default Option for the Basic PEPP

ICl welcomes the proposal to make lifecycle strategies a default option for basic PEPP. This is an
important step in the right direction, allowing savers the appropriate glide path and asset
diversification aligned to the long-term horizon of the product. Moreover, this builds on a well-tested
strategy in the market and allows European savers to leverage optimal results, while facilitating their
access and choice. Lifecycle design embeds suitability directly into the product, aligning investment
risk with a saver’s time horizon through a structured glide path that supports growth in early years
and gradually reduces risk as retirement approaches.

Making lifecycle strategies the default option also supports broader policy objectives around
accessibility and participation. A well-designed default can reduce complexity for savers, and make
the Basic PEPP more workable in workplace settings, including where employers wish to support
participation through payroll deduction or auto-enrolment-style arrangements. In that sense,
lifecycle design is not only a sound investment approach; it is also a practical distribution tool that
can help the PEPP reach a broader pool of savers.

Importantly, lifecycle strategies are already widely used in retirement markets internationally
because they offer a credible balance between growth, diversification and risk mitigation over time.
Embedding this approach into the Basic PEPP therefore strengthens the product’s design, aligns it
more closely with long-term pension objectives and improves its prospects for meaningful uptake.
Co-legislators should maintain this reform in the final text.

Remove the 95% Asset Restriction to Enable Genuine Lifecycle Investing

At the same time, co-legislators should ensure that the Basic PEPP allows sufficient investment
flexibility to deliver genuine lifecycle investment strategies that are consistent with long-term
pension objectives and the goals of the SIU. To achieve this, the requirement that at least 95% of the
Basic PEPP’s assets be invested in listed and non-complex financial instruments should be
removed.

However, the current 95% asset restriction is fundamentally inconsistent with this approach. A
lifecycle strategy necessarily differentiates investment exposures across age cohorts. For younger
savers with several decades until retirement, long-term investing may appropriately include limited
allocations to investments with a longer time horizon - therefore less liquid or more diversified
assets with higherreturn potential. Preventing such allocations through arigid threshold undermines
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the very lifecycle logic the reform seeks to promote, constrains investment returns for younger
savers whose time horizons would allow such longer term higheryielding investments and, crucially,
deprives European companies of access to the long-term capital they need for growth.

OECD research supports this view. A 2024 report underlines that equity exposure supports better
retirement outcomes over long investment periods and cautions against regulatory frameworks that
push default strategies into being overly conservative.

While the intention behind the 95% requirement is to promote simplicity and investor protection,
these objectives are already addressed through the prudent person principle, robust product
governance, and supervisory oversight under the PEPP framework. In this context, prescriptive asset
limits risk substituting professional portfolio management tailored to different retirement horizons,
and therefore different needs, with inflexible rules, reducing the ability of providers to optimise long-
term outcomes for savers.

Allowing greater investment flexibility within a well-governed life-cycle framework would better align
the Basic PEPP with long-term pension adequacy, improve its attractiveness to providers and savers,
and support broader EU objectives to channel household savings into productive long-term
investment.

Maintain the Fee Cap Removal and Ensure a Stable VfM Framework

The removal of the rigid 1% fee cap is a necessary and constructive reform. In practice, the cap
undermined the commercial viability of the Basic PEPP, constrained product design, and
discouraged market entry by potential providers. It failed to reflect legitimate differences in cost
structures, investment strategies, distribution models, and tax treatment across Member States,
thereby placing the PEPP at a structural disadvantage compared with national pension products.

However, the proposed Value for Money (VfM) framework risks reintroducing uncertainty at a critical
moment for restoring confidence in the PEPP regime. The proposal explicitly links PEPP product
governance and cost assessments to the Retail Investment Strategy (RIS), which has only recently
reached political agreement and remains complex and unsettled in its technical implementation,
with particular concerns persisting over the overly prescriptive and uncertain Level 2 mandates.

Embedding the PEPP within a VfM framework that is directly dependent on the RIS risks creating
regulatory opacity and moving targets for providers just as long-standing barriers to entry are being
removed. This uncertainty may deter providers from re-engaging with the PEPP market, undermining
the intended benefits of lifting the fee cap.

Any VfM regime applicable to the PEPP must therefore be proportionate, predictable, and tailored to
the long-term pension context. It should avoid rigid or overly prescriptive peer-group methodologies,
recognise the diversity of business models and investment approaches across Member States, and
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preserve sufficient managerial discretion to allow providers to conduct meaningful,
outcome-focused assessments. Without these safeguards, the VfM framework risks replicating the
constraining effects of the former fee cap under a different regulatory label.

Maintain the Removal of Mandatory Advice for the Basic PEPP

The removal of mandatory pre-contract advice for the Basic PEPP supports more efficient
distribution and broader access. Given that suitability is embedded directly in the product through a
well-designed lifecycle strategy, compulsory advice adds limited incremental protection while
creating significant friction, particularly in digital distribution channels and workplace settings,
where scale and simplicity are critical. Mandatory advice also increases distribution costs, which
would ultimately either reduce net returns for savers or limit access.

Allowing execution-only distribution for the Basic PEPP supports increased access for pension
savers, increases scalability, lowers barriers to entry for providers, and enables innovation in digital
and low-cost distribution models. It is also a prerequisite for effective integration of PEPP into
employer-based arrangements, where employees should be empowered to participate through
simple enrolment mechanisms and to select from a limited set of employer-endorsed options
aligned with their retirement horizon. Importantly, removing mandatory advice does not eliminate
consumer choice: independent advice remains available at the saver’s request, ensuring protection
where it is genuinely needed without imposing disproportionate obligations on all distributions.

Maintain the Removal of the Two-Sub-Account Requirement to Facilitate Organic Cross-Border
Growth

ICl supports the removal of the obligation to offer sub-accounts in at least two Member States: this
is essential to restoring flexibility and supporting sustainable market development. Allowing
providers to enter the PEPP market in a single jurisdiction before expanding cross-border reflects
commercial realities and enables growth to be driven by genuine demand rather than prescriptive
regulatory design.

The former two-sub-account requirement imposed significant operational complexity at the point of
market entry, dissuading providers from entering the market. Providers were required to build
cross-border legal, tax, operational, and distribution infrastructure before establishing a viable
domestic business case. This upfront cost burden acted as a material barrier to entry, narrowing the
pool of potential manufacturers and discouraging participation, particularly among smaller or
first-time providers.

Experience demonstrates that sustainable cross-border activity is more likely to emerge organically,
once providers have achieved scale, operational maturity, and consumer uptake in an initial market.
Removing the two-sub-account obligation lowers entry barriers, improves scalability, and creates a
more credible pathway for gradual cross-border expansion, ultimately strengthening the PEPP
framework without compromising its pan-European ambition.
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Maintain Workplace Integration and Employer Contributions

Integrating the PEPP into workplace settings, including through employer contributions, is critical to
achieving meaningful scale and broad participation. Operational requirements must remain
practical and proportionate so that employers are not discouraged by unnecessary administrative
or compliance burdens.

Workplace integration provides one of the most effective means of translating the PEPP’s simplified
product design into broad participation. It helps overcome inertia by making saving and investing the
default behaviour rather than an optional extra which people will “get around to later.” Enabling
employer facilitation through payroll deduction, employer contributions, auto-enrolment has the
potential to significantly increase uptake, particularly among first-time savers and individuals with
low levels of engagement and financial literacy.

Both the Japanese and the US experiences point in this direction. In Japan, the Tsumitate NISA
explicitly aims to bring first-time investors into long-term investing by using these familiar workplace
channels. Inthe US, employer sponsored retirement plans function as a primary gateway into capital
markets. In 2024, 64% of mutual fund owning households reported that their first mutual fund
purchase was made through an employer sponsored retirement plan such as a 401(k). This is not
incidental. It reflects the power of payroll deduction and default mechanisms, including automatic
enrolment, to make saving effortless, habitual, and scalable.

Workplace integration only works if joining is simple. Employers need a simple way to set up payroll
deductions and contributions, and employees need an easy sign-up process with sensible defaults.
If the rules require each employee to go through the same long, individual sign-up process used
when someone buys a retail financial product on their own, it will add friction and paperwork. That
extra burden would discourage employers from offering PEPPs and reduce participation, weakening
the main advantage of delivering PEPPs through the workplace.

From a broader policy perspective, workplace PEPPs directly support the objectives of the SIU by
mobilising long-term household savings at scale and channeling them into capital markets through
well-governed, long-term investmentvehicles. This is particularly important in Member States where
occupational pension coverage remains limited and where workplace-based PEPPs can
complement national systems, broaden participation in capital markets, and strengthen retirement
adequacy.

By enabling employers to act as facilitators without imposing disproportionate obligations, the PEPP
can move beyond a niche cross-border product and serve as a practical tool for advancing long-term
investment and embedding a culture of investing in everyday financial decision-making across the
Union.

Implement the Commission’s Financial Literacy Recommendation to Support Uptake
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Regulatory reform can remove product and distribution frictions, but it will not by itself generate
sustained participation. The final PEPP package should therefore explicitly link to the Commission’s
2025 Recommendation on financial literacy and urge Member States to take it up in full as part of
delivering the objectives of the SIU. In particular, Member States should translate the
Recommendation into concrete national actions, embedding financial education in relevant policy
initiatives, coordinating stakeholders, and tracking progress, so that improved PEPP design is
matched by improved consumer understanding and confidence.

Workplace delivery can provide the most effective “learning by doing” channel for this agenda.
Financial literacy is not built only through public campaigns or one-off seminars; it grows through
repeated engagement with saving and investing via simple touchpoints such as enrolment
moments, contribution choices, periodic statements, and access to clear explanatory materials.
Where retirement saving is embedded in employment, individuals build familiarity with core
concepts such as diversification, risk and return, time horizons, and the value of staying invested,
because engagement becomes routine and less intimidating.

Member States should therefore be encouraged to operationalise the Commission’s
Recommendation through workplace and digital channels wherever PEPP is facilitated, ensuring
communications are simple, neutral, and designed around the decisions people actually make. This
should be complemented by Commission-level coordination and EU-wide awareness activity that
reinforces national efforts and reduces uneven outcomes across Member States. Taken together,
this would strengthen trust, improve engagement, and materially increase the likelihood that a
reformed PEPP delivers real-world scale.

Ensure Real and Consistent Tax Comparability

Tax comparability with national personal pension products is fundamental to the PEPP’s
competitiveness. Without comparable tax incentives, the PEPP cannot compete effectively with
well-established domestic products, regardless of improvements in product design or distribution.
Tax comparability is therefore not a peripheral issue but a precondition for meaningful uptake.

At the same time, the effectiveness of this principle will depend on its consistent and practical
application across Member States. Divergent interpretations, partial implementation, or
administrative obstacles risk perpetuating structural disadvantages for PEPPs, particularly in
cross-border contexts, and could undermine confidence among both providers and savers.

Transparency, monitoring, and sustained political commitment will be critical to ensuring that tax
comparability operates in practice rather than remaining a purely formal commitment. Clear
visibility over national approaches, coupled with ongoing oversight, is necessary to prevent
fragmentation and to ensure that the PEPP can function as a credible and competitive long-term
savings vehicle across the Union.
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A Proportionate Way Forward

ICI encourages co-legislators to advance the reform of the PEPP in a way that preserves the core
improvements in the Commission’s proposals, and keeps the framework workable in practice. A
stable and innovation-friendly framework is essential to restoring market confidence and making the
PEPP a viable and scalable component of Europe’s supplementary pension architecture and capital
market ecosystem.

That means preserving investment flexibility by removing the 95% asset restriction so lifecycle
strategies can function properly; maintaining the removal of the fee cap without recreating it through
an overly prescriptive VfM process; and keeping execution-only distribution for the Basic PEPP so
that digital and workplace channels can deliver scale and deliver the broad access needed to make
the SIU a success. The removal of the two-sub-account requirement should be maintained to let
cross-border growth emerge organically. The final text should also keep workplace facilitation
genuinely low-burden and ensure tax comparability works consistently in practice across Member
States.

Regulatory reform alone will not drive uptake. It must be complemented by coordinated financial
literacy and retirement awareness initiatives aligned with the objectives of the SIU. A balanced and
coherent final framework will allow the PEPP to contribute meaningfully to retirement adequacy
while supporting the mobilisation of long-term capital and the development of a stronger culture of
investing across the Union.

Ben Cassar Elizabeth Lance
Director, Public Policy & Regulation Assistant Chief Counsel
ben.cassar@ici.org elizabeth.lance@ici.org

The Investment Company Institute (ICI) is the leading association representing the global asset
management industry in service of individual investors. ICI members are located in Europe, North
America and Asia and manage fund assets of €46.6 trillion, including UCITS, mutual funds,
exchange-traded funds (ETFs), closed-end funds, unit investment trusts (UITs) and similar funds in
these different jurisdictions. ICI has offices in Brussels, London, and Washington, DC.
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