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I. Introduction 

The first public fund aimed at systematically covering of the old age and insurance payments for a substantial 

part of a country’s population was instituted in Germany, in 1889.  Since then, public pension funds have played 

a growing role in financial markets.  As the typical main source of income for the retired population, pension 

funds have given a significant contribution to the reduction of old-age poverty in regions in which this problem 

was historically endemic (Clark, 2005; Heijdra & Ligthart, 2006; Sze, 2008; Stewart & Yermo 2009).  For 

example, in South Africa, retirement benefits reduce poverty gap ratio by 13% and pensions increase the income 

of the poorest 5% of the population by 50%. The impact of social security programs has been especially 

important in regions such as sub – Saharan Africa, where approximately 30% of households are headed by a 

person aged 55 and above.  In these cases, the immediate receivers of the payments often rely on their retirement 

benefits to provide assistance to their extended families, possibly including orphaned children and relatives 

infected with HIV/AIDS. More generally, social security can reduce rural-urban migration, lessens birth 

mortality rates, finance the transition from subsistence farming to surplus agriculture and other investments 

made by small family firms (Stewart & Yermo, 2009). 

The present paper focuses on the investment performance and the viability of the public pension system in 

Rwanda.  The Rwandan pension sector features one large public pension fund, managed by Rwanda Social 

Security Board (RSSB) and approximately 50 smaller private funds. Although still in its growing stage, the 

sector does play an important social and economic role, and manages a volume of assets that is second only to 

that managed by the aggregate banking sector. (National Bank of Rwanda Financial Stability Report, 2014). 

According to the National Bank of Rwanda Financial Stability report (2013), the pension sector’s total assets 

covered 61.7% of the overall total assets for non-bank financial institutions as of June 2013. 

Generally, pension scheme members’ contributions are managed by various pension funds, either public or 

private, through an array of different schemes, commonly known as Defined Benefits plan or Defined 

Contribution plan. The large sums of money invested make a proper management of the investments a high 

economic priority for modern countries (Cichon, et al., 2004). 

Although the consequences of an inadequate management can be very significant, the performance of many 

funds worldwide has often been found to be sub-standard (Thornton, 2012).  In the US, for example, the 

payments due to many funds were set under the assumption of an yearly rate of return on the funds invested of 

8%. However, over the last decade, the funds’ average rate of return was approximately equal to 6%; in the last 

five year-period, this rate has dropped further to 3.2%. The results of many large funds were substantially 

below-average. The rates of return on the assets invested by the two largest Californian funds in the fiscal year 
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which ended in June 2012 were equal to 1% and to 1.8%. The rates of return on the assets invested by New 

York State’s largest fund in the same fiscal year was equal to 6%, with considerable losses recorded in the 

second quarter of 2012. A realized rate of return persistently lower than 8% causes the unfunded fraction of the 

liabilities to increase, and thereby hampers the coverage of the retirement payments (Beermann, 2013). Not 

surprisingly, these results have received much attention in the public debate (Rosentraub, M & Shroitman, 

2004).  Public defined benefit (DB) pension plans have also been heavily criticized, particularly in connection 

with their large investment losses in the stock market (Thornton 2012). 

Njuguna and Arnolds (2012) show that funds based in Kenya, Nigeria, Ghana, Tanzania, Uganda and Zambia 

earned investment returns lower than the rate of inflation over significant time-periods. Njuguna and Arnolds 

(2012) also highlight the organizational inefficiencies often observed, along with the large administrative costs 

and the poor performance.  Situations of this type clash with the guidelines set by the major international 

organizations. The International Labour Organisation (ILO), in its World Social Protection Report (2014), 

emphasizes the role that the states and the governments should play in guaranteeing the balance between the 

contributions received and the payments promised by the pension funds, in the interest of financial solvency and 

the welfare of the future generations. 

The present study investigates the congruence between the investment strategies of the Rwanda public pension 

fund, and the long-run viability.  The main finding is that the low rates of return were realized.  The findings 

cast doubt on the long-run financial viability of the fund, and suggest the opportunity to implement more sound 

investment strategies, and possibly also to commit to more realistic payment plans.  The remaining part of the 

paper is organized as follows. The next section briefly discusses overview of the pension system in Rwanda. 

This is followed by the literature review. The remaining sections cover asset allocation and portfolio analysis of 

the pension scheme fund investments, the financial viability and risk of the fund’s investments, and the possible 

paths to viable pension schemes.  The last part contains some concluding remarks.  

 
II. The Pension System in Rwanda: an Overview 

Upon attaining independency, Rwanda established its social security fund, the Caisse Sociale du Rwanda, with a 

Law dated November 15th 1962, subsequently complemented by the statutory order of August 22nd 1974 (CSR 

Corporate Plan, 2007). The fund is in charge of the provision of benefits, compensation of occupational hazards 

and professional illness. In 2010, the government of Rwanda created a new organ administering social security 

in the country. Rwanda Social Security Board (RSSB) was established.  The law No.45/2010 of 14/12/2010 

determines the Board’s mission, structure and functioning. 

The Rwanda Social Security Board was established after the merger of Social Security Fund of Rwanda (SSFR) 

with Rwanda Medical Insurance (RAMA). Its mandate is to administer social security in the country. The 

branches currently managed cover retirement pensions, occupational risks and health insurance (RSSB, 2014). 

Rwanda Social Security Board’s general mission is “to provide high quality social security services, ensure 

efficient collection, benefits provision, management and investment of members’ funds.” (RSSB, About Us: 

Mission and Vision, 2014). RSSB has separated Medical Scheme Fund investments from Pension Scheme Fund 

investments. 

According to the estimates of the Ministry of Local Government (MINALOC) report, the current situation 

features a large value of the ratio between the number of contributing workers and the number of beneficiaries; 

hence, no immediate risk of insolvency exists.  The criteria used to set the retirement benefits may however 

create problems in the medium- and the long-run. Rwanda’s system of social security almost solely relies on 

salaried workers. Benefits are based on the average of one’s salary and years of services. The lowest sum paid 

out as benefits is equal to RWF (Rwandan Francs) 5200, approximately equivalent to $7.6.  (The exchange rate 

provided in the National Bank of Rwanda annual report 2013/2014 is 682.54RWF = 1USD for the year 

2013/2014; see the BNR Annual report, 2014.)  The greatest sum paid is approximately equal to RWF 2,5 

million, namely to $3663 (MINALOC, 2005).  Some retirees receive very large payments thanks to an increase 

in their wages in the three or four years prior to the date of their retirement, effectively aiming at exploiting the 

large weight given to these payments under the “Defined Benefit” or Pay-as-you-go (PAYG) system used to 

calculate the benefits (CSR, 2008). The total contribution is equal to 8% of the employee’s gross salary, of 

which 5% is paid by the employer and 3% is paid by the employee. This system may impose a strong 

contributive pressure on the younger generations, particularly if the ratio of the contributors over the 

beneficiaries decreases. Currently, the contributions are paid on a quarterly basis.  Each member who has paid 

contributions for at least 15 years and has ceased working is eligible for pension from the age of 55 – 65.  

Approximately 20% of the contributions received are currently paid out as benefits; the remaining revenues are 

used to cover the administrative costs and to increase the amount of funds invested. 

In a situation of this type, the performance of the fund’s investments is of critical importance.  Extremely and 

possibly unrealistically high rates of return are currently required for the sustainability of the system.  

“According to the Actuarial Report for 2007, the pension scheme is financially stable until 2017. Investment 

returns (IRRs) will need to range from 13.57% to 17.98% per annum to compensate for the high Imbalance 
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Spread, otherwise the Fund will end up in a deficit position” (RSSB Investment Policy Statement for the 

Pension Scheme Fund, 2014). Moreover, the Actuarial Report highlighted other financial problems affecting the 

pension scheme: a large volume of administrative costs, representing approximately 22% of the contributions, a 

high replacement rate (possibly greater than 100%, on a net earning basis), and an imbalance that exists between 

the benefits promised and the contribution received which ranges between 9.6% and 15.1%, depending on the 

age of the members entering the program. 

III. Literature Review 

The number of studies on the pension systems in Africa is very small. The present paper refers to two streams of 

literature in order to analyze the financial viability of pension funds’ investments. Firstly, although we are not 

aware of any studies on the financial viability of pension funds investments in Africa, there exists studies of the 

determinants of pension funds efficiency, pension funds systems and reforms and pension funds management in 

some African countries (Njuguna & Arnolds, 2012; Adeoti et al., 2012;  Kpessa, 2011; Fedderke 2011 and 

Stewart & Yermo, 2009). This body of literature provides useful insights into the analysis of pension funds 

management. Many studies on public and private pension schemes, pension plans, pension reforms and pension 

funds investments in developed countries and emerging economies are also available. 

As virtually all countries, African countries are also expected to experience a change in the demographic 

structure, with a growing fraction of the population in the older age groups. The United Nations estimates that 

by the year 2050, the world population will reach the level of 2 billion of people aged over 60 worldwide; 80% 

of these people will be living in developing countries. However, 85% of the world’s population aged 65 and 

above is currently not expected to receive any pension benefits, according to their national laws. Sub-Saharan 

Africa is an especially delicate case, with less than 10% of the elderly benefits covered by contributory pensions 

(Stewart & Yermo, 2009). 

Njuguna and Arnolds (2012) - among others - stress the importance of a sound investment of the funds due to 

cover the pension payments. However, identifying the best practices and guaranteeing that such practices are 

actually followed is a challenging task, given also the volatility of the rates of return on many types of 

investment. 

Adeoti, Gunu and Tsado (2012) analyze pension funds investment decisions in Nigeria. Risk was identified as 

the most determinant factor in investments of pension fund. Therefore, pension funds managers are required to 

draw a risk management policy that defines the level of risk which can be tolerated before undertaking any 

investments. Besides, considering the serious consequences of poor performances, fund managers should strive 

to achieve a reasonable balance between investment returns and risks, and should guarantee that all investment 

decisions are made in the best interest of their contributors. In the long-run, excessive risks reduce returns on 

investment and create uncertainties about the value of pension assets when pension liabilities become due. 

Furthermore, as BGL (2010) and Adeoti, Gunu & Tsado (2012) note, it is essential to make sound decisions on 

how to allocate pension fund assets into different assets categories and financial instruments to ensure adequate 

returns on investment, without however increasing risk to levels that may threaten the funds’ liquidity. Njuguna 

and Arnolds (2012) also note that in the private funded pension arrangement used in Kenya, the pension funds 

do not achieve significant growth rates and pay dividends to their members and sponsors. Instead, they are being 

assessed on the value they add to their members and long-term solvency. Before starting a pension fund, the 

sponsor is advised by Kenyan Retirement Benefits Authority to conduct actuarial review to determine the 

appropriate contribution levels, the design and financial viability of the fund. 

In Ghana, the management of the PAYG social security programs were heavily criticized in a number of reports 

by the country’s Auditor General.  These reports pointed out the systematic occurrence of frauds and political 

manipulations in the investment practices of the social insurance programs. In 1994, the Social Security and 

National Insurance Trust (SSNIT) violated the scheme’s investment code and granted loans to numerous 

companies without signing full-fledged agreements, specifying the terms of repayment in full details. Many 

among the borrowers actually defaulted on their payments, and SSNIT was unable to resort to coercive 

repayment mechanisms. In addition, the Ghanaian Auditor General’s report confirmed that there were several 

checks issued by SSNIT to individuals or companies in form of loans. Unfortunately, they were no transaction 

records to prove that checks had been cashed. Neither accounting nor banking records of the SSNIT had funds 

devoted to cover these checks, which thus resulted in large losses (Kpessa, 2011; Government of Ghana, 1997). 

Similarly, Nigeria PAYG social security program faces serious financial problems, as the government could not 

effectively honor its pension obligations. Around the year 2000, the government was effectively relying on 

general revenues to pay out pension benefits (Kpessa, 2011). The outstanding pension payments due were “more 

than 50 percent of the total budgets of the federal government for 1999, 2000 and 2001 put together and far 

more than each of the budgets” (Uche & Uche, 2002, p. 236). The Nigerian pension crisis was the result of 

mismanagement and poor planning by the Nigerian Social Insurance Trust Fund (NSITF). Due to large demands 

on the country’s fiscal revenues, the payment of pension benefits were often forgone, to avoid compromising the 

payment of salaries and finance development projects. The pension situation in Nigeria and Ghana called upon 

another reform. Thus, the two countries changed their security systems from PAYG to defined contribution 



Françoise K. Tengera et al., American International Journal of Research in Humanities, Arts and Social Sciences, 12(2), September-

November, 2015, pp. 183-197 

AIJRHASS 15-789; © 2014, AIJRHASS All Rights Reserved                                                                                                             Page 186 

system, a fully-funded individual retirement saving accounts (RSAs).  However, Ghana included multiple tiers 

in its defined contribution systems (Kpessa, 2011). 

Fedderke (2011) stresses that administrative costs often negatively affect the retirement income, particularly in 

the case of defined benefits, and thereby hamper the position of the sponsor as well. A case study focused on 

South Africa revealed that annual administrative expenses ranged between 0.37% and 0.73% of the pension 

fund’s assets, aligned with total annual contributions of 6% to 12% in 2003. In South Africa, the total net value 

of the pension industry’s assets was approximately 80% of the GDP in 2005.  Fedderke (2011) points out the 

effect of emerging pension plan, defined contribution (DC) that requires to rely more on private sector condition 

and invite members to bear more individual risks as far as investments are concerned. In contrast, DC plans 

should bring significantly higher investment returns than PAYG plans and enhance the retirement benefits. 

Likewise, Kpessa (2011) emphasizes that defined contribution plan may not adequately operate in African 

countries, such as Nigeria and Ghana due to the lack of well-established capital markets, where retirement 

savings can be invested. In addition, most African countries suffer from persistent inflation, market fluctuations 

and macroeconomic instability.  Investing social security contributions in an economic environment where the 

private sector is not very strong can be very risky, particularly if the citizens (contributors and beneficiaries) 

have limited knowledge on pension plan arrangements and on how their retirement savings are invested. 

Another challenge is represented by the high administrative and operation costs of pension funds. Hence, the 

effective operation of defined contribution pension plans necessitates well-built and efficient government 

policies, rules and regulations designed to enforce regular payments of contributions and to control the 

management of privately - governed social security funds. 

The prominent 1994 World Bank report recommended the development of three systems, or “pillars” of old–age 

security: a publicly managed system with mandatory participation, a privately managed mandatory savings 

system, and a voluntary savings with the purpose of generating more income security compared to relying on a 

single system. (World Bank, 1994). As a result, between 1981 and 2007, more than 30 countries replaced their 

PAYG systems, either totally or partially, with private pension schemes savings accounts, a practice frequently 

considered as pension privatization (Datz and Dancsi, 2013). Nevertheless, the private pillar was criticized to 

have various deficiencies.  In particular, the transition to a privately managed system can entail a reduction in 

the rates of coverage, low contribution levels and low benefits, which can ultimately lead to an increase of the 

burden on the governments’ budgets (Matijascis and Kay, 2006). After that, the weaknesses of the private pillar 

became evident, some Latin American countries undertook a further round of reforms and allowed some 

workers to switch back to PAYG schemes, with solidarity and redistribution mechanisms to the public system, 

and creating new public pension reserve funds (Datz and Dancsi, 2013). Further tensions were created, 

particularly in Europe, by the 2007-2008 global financial crisis (OECD, 2012b). 

A further problem potentially faced by pension funds is that the governments under which they operate may use 

the fund’s assets to solve its own liquidity problems, particularly in times of fiscal deficits and in situations in 

which the access to international credit is limited (Datz and Dancsi, 2013). Situations of this type were faced by 

Argentina and by Hungary, which found themselves dealing with heavy fiscal burdens and were incapable to 

obtain credit from foreigner investors. Therefore, the nationalization of private savings became a practical 

strategy for these countries, even in the face of the international criticism.  Hungary’s sovereign debt rate 

increased from a 53% of GDP in 2001 to 81% in 2010. Approximately half of the pension funds ‘assets were 

invested in government bonds and treasury bills in 2010, following the nationalization of private pension funds. 

It was estimated that this policy measure allowed the Hungarian government to reduce the sovereign debt ratio 

by a factor of 5. However, this decision created a highly volatile investment environment, a consequence which 

was noted by the credit rating agencies, the EU, the IMF, the World Bank and the OECD. Eventually, the 

exchange rate deteriorated, the price of credit default swap (CDS) on Hungarian bonds increased, and the credit-

rating agencies downgraded the government’s bonds to one level above the junk bonds.  In Argentina, the 

federal auditor noted that the pensioners’ savings were often used to grant loans to the government at negative 

real interest rates (Datz and Dancsi, 2013). 

IV. Assets Allocation and Portfolio Analysis of Rwanda Social Security Pension Scheme Fund Investments 

Our analysis is based on the investment data available from June 2009 until June 2014.  We pay special 

attention to the more recent part of this period, as all investments done by the pension scheme fund of Rwanda 

Social Security Board after July 2012 were governed by the current Investment Policy Statement (IPS).  The set 

funding objective is that “all accrued benefits of the Fund are fully funded by the actuarial value of the Fund’s 

assets given normal market conditions. For active members, benefits are based on service completed also taking 

into consideration expected future salary increases” (RSSB Investment Policy Statement for Pension Fund, 

2012, p.10). The investment objectives are to realize a long-term return on the fund’s investment portfolio 

adequate to meet the funding objective and to get optimum return within defined risk factors in a prudent and 

cost efficient manner, while ensuring the compliance of legal and regulatory frameworks. All benefits are paid 

according to the applicable defined benefit plan (RSSB Investment Policy Statement for the Pension Scheme 

Fund, 2012). 
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Pension fund investments are classified in two broad asset classes: (Formally) fixed and non-fixed income 

securities. Fixed income securities include government securities, fixed deposits, corporate bonds, corporate 

loans and mortgage loans, whereas non-fixed income securities are composed of real estate and equity, both 

private and public. Foreign investments may fall in either class, depending on whether they are fixed income or 

non fixed income securities (RSSB Investment Policy Statement for the Pension Scheme Fund, 2012). 

The funds are generally invested in real estate, equity, mortgage loans, treasury bills and bonds and corporate 

loans. Assets allocation as well as the investment portfolio analyzed in this article are either based on a certain 

fiscal year’s trend/ performance or on a specific asset and how it affects the whole portfolio performance or total 

portfolio returns realized within a specific period of time. The fiscal year runs from July of the first year to June 

of the following year. 

 

Figure 1: Pension Scheme Portfolio composition for the fiscal year 2009-2010  

 

 

 

 

 

 

 

 

 

 

 

 

 

                       Source: Authors’ analysis from data available in CSR(SSFR) investment report of 2009/2010 

In general, the asset allocations and the shares of the assets invested in fixed- and non-fixed-income securities 

can be substantially different across different countries. Tapia (2008) reports that equity investments also differ 

noticeably, ranging from 0% to almost 60% of asset allocation. The wide dispersion depends on several factors. 

The main factor is whether the fund follows a defined benefit plan or defined contribution plan.  Further 

important factors are the volatility of the capital markets and their development, the expected investment returns 

and the age structure of funds’ members. Similarly, though the asset allocation of global pension fund industry  

is dominated by stocks and bonds, the importance of alternative assets has been increasing in recent years. “In 

2009, stocks, bonds, and cash accounted for 47.1%, 36.9%, and 2.5% of pension fund portfolios, respectively, 

while the remaining 13.5% were invested in alternative assets. Real estate is the most important alternative asset 

class, with an average allocation of 5.1% in 2009, followed by private equity (3.6%), hedge funds (2.9%), and 

other alternative assets (1.8%)” (Andonov, Kok, & Eichholtz, 2013, p.33) 

Figure 1 shows the portfolio components in the fiscal year 2009-2010. Non-fixed income investments 

represented 60% of total assets, real estate and equity counted for 37.1% and 22.9% respectively. Bills and 

bonds also had a large portion in the portfolio, 34.6%.  Table 1 illustrates the performances of the investments in 

different classes (CSR/SSF investment annual report, 2010) 

Table 1. Investment Portfolio against benchmark 
Investment Class Policy 

benchmark 

Minimum  Maximum Weight of the asset in the 

portfolio as of June 2010 

Fixed Income      

T. Bills/ government paper/ Bonds  5% 0% 10% 33.9% 

Fixed deposit 5% 3% 10% 2.5% 

Cash and current accounts 5% 3% 10% 1.3% 

Foreign investments/offshore investments   5% 3% 10% 6.8% 

Corporate bonds/loans 10% 7% 15% 1.0% 

Mortgage loans 20% 15% 25% 2.0% 

Non- Fixed Income      

Real Estate  30% 15% 35% 37.6% 

Private Equity  15% 10% 20%  14.8% 

Private Income 5% 0% 10%  
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Source: CSR (SSFR) investment annual report for 2009-2010. Note: according to the Fund’s convention, the 

green color denotes the investment classes that meet the benchmark, whereas the red color denotes the 

investment classes that fall short of the benchmark. 

 

Table 1 shows that treasury bills, government bonds and papers, and real estate have noticeably exceeded the 

investment benchmarks. Rwandan financial markets, as those of most developing countries, are not very 

developed, and offer limited investment opportunities. Treasury bills and bonds are thus an appealing 

alternative, given their low risk. The ranking of the risks associated with these two types of loans may however 

be reversed in countries subject to persistent fiscal crises, constant and high inflation, if the level of sovereign 

debt reaches a level that entails a significant risk of sovereign default (Holzmann, 2009).  Real estate 

investments are usually included in the portfolios because they hedge against inflation, deliver steady cash flows 

in the form of rental income and contibute to portfolio divesification (Andonov, Kok, & Eichholtz, 2013).  

To evaluate the impact of the asset allocation, we present the returns on investments earned in 2009-2010 in 

Figure 2. 

 
 Figure 2: Return on investments for the fiscal year 2009-2010  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                  Source: Authors’ analysis from data available in CSR (SSFR) annual investment report of 2009/2010 

 

The rate of return on real estate, whose value represents 37% of the total portfolio value, generated 1.1%. It is 

the lowest return compared to other assets in the portfolio. Cichon et al. (2004) note that as the rates of return of 

investments in real estate are relatively low, particularly in developing countries, private funds and insurance 

companies have a tendency of holding a limited fraction of their portfolio in that form. Even the Danish pension 

fund invests between 5% and 7% of its assets in real estate. This system has been embraced by many pension 

funds, mainly in developing countries, in order to support national developments. Andonov, Kok, & Eichholtz 

(2013) analyse a global perspective on pension fund investments in real estate through data from CEM 

Benchmarking Inc. of Canada, one of the global largest database available for pension fund investment. The 

study reveals that US pension funds investments in real estate perform relatively poorly compared to their  peers 

in Canada, Europe, and Australia and New Zealand.  The weaker performance is due to the low gross rates of 

return and the high maintenance costs.  U.S. pension funds' real estate investments also underperform their own 

set benchmarks, typically. 

The rate of return on equity, which represents 22.9% of the wealth invested, is equal to 3.2% - and thus also 

relatively low. A fraction of the equity assets equal to 69.8% is represented by investment in local companies, 

while 30.2% is represented by investments in foreign companies. Only 4 out of 16 companies (SONARWA, 

BK, BHR, BRD, Rwandatel, AGL, REIC, RIG s.a, Ultimate Concept, Hostels 2020, RFTZ, B.M.I, SOYCO, 

Gaculiro Property Developers Ltd, Rwanda Foreign Investment, SAFARICOM), namely SAFARICOM, BRD, 

RIG and SONARWA, paid dividends to the Social Security Fund in the year 2009-2010 (CSR (SSFR) 

Investment Annual Report, 2010). 

 

Figure 3: Pension Scheme Portfolio composition for the fiscal year 2010-2011 
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                  Source: Authors’ analysis from data available in RSSB annual investment report of 2010/2011 

 

The composition of the portfolio does not significantly change in 2010-2011, compared to the previous fiscal 

year. However, there is an increase in the percentage of the composition in the portfolio for different assets; 

4.1% in real estate, 1.2% in equity, 3.0% in fixed deposit and 4.1% in corporate loans. Conversely, a significant 

decrease is noticeable on bills and bonds, 6.8% and a slight decrease of 0.8% on mortgage loans. For 2010-

2011, government paper/bonds and real estate are still above the portfolio composition benchmarks. 

 

Figure 4: Return on investments for the fiscal year 2010-2011 

 

 

 

 

 

 

 

 

 

 

 

 

                  Source: 

Authors’ analysis from data available RSSB annual investment report of 2010/2011 

 

Among the six asset classes, only two show an increase in the rates of return compared to the previous period, 

namely real estate (3.6%) and fixed deposits (1.4%). The remaining assets’ return on investments have 

significantly reduced, particularly on corporate loans, for which the return on investment decreased by 8.4%. 

Returns on mortgage loans and equity also reduced, 2.9% and 2.7% respectively. 

 

Figure 5: Pension Scheme Portfolio composition for the fiscal year 2011-2012 

 

 

 

 

 

 

 

 

 

 

                   

                   Source: Authors’ analysis from data available in RSSB annual investment report of 2011/2012 

The year 2011-2012 is not significantly different from the previous years in terms of portfolio composition. 

Three assets are still dominating; real estate, bills and bonds and equity with more than 70% of the total 

portfolio. The consistency in terms of asset allocation by various pension funds is a widely discussed topic. 

Hertrich (2013) confers that asset allocation of pension insurance fund in Germany has a very conservative risk-
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return approach. The majority of asset, 86.6% of assets are invested in highly rated corporations or risk free 

government bonds, while 5.2% is allocated in real estate and 4.6% in equity. The structure of this portfolio 

allocation has been fairly stable over the last 5 years. 

 

Figure 6: Return on investments for the fiscal year 2011-2012 

 

 

 

 

 

 

 

 

 

 

 

 

 

              Source: Authors’ analysis from data available in RSSB annual investment report of 2011/2012 

 

As in the two previous years, real estate and equity earned the lower returns among the assets in the portfolio. 

 

Figure 7: Pension Scheme Portfolio composition for the fiscal year 2012-2013 

 

 

 

 

 

 

 

 

 

 

 

 

     

                Source: Authors’ analysis from data available in RSSB annual investment report of 2012/2013 

 

The fiscal year 2012/2013 is the year in which the investment policy statement for pension scheme fund was 

implemented, real estate was still the class of assets with the largest weight in the portfolio. 

 

Figure 8: Return on investments for the fiscal year 2012-2013 

 

 

 

 

 

 

 

 

 

 

 

 

 

                   

 

                 Source: Authors’ analysis from data available in RSSB annual investment report of 2012/2013 
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In comparison to the three previous years, the rate of return on the investment increased. The rate of return on 

the whole portfolio was equal to 6.7%, with an increase of 2.2% compared to the previous year. This increase is 

largely due to the increased dividends paid by three companies, namely BK, BRALIRWA and BRD. In 

addition, the fund sold some of the shares previously held in CIMERWA, and buildings such as Grand Pension 

Plaza and Kicukiro Pension Plaza were fully completed and started generating rental fees. Interest on treasury 

bonds were also received. 

 

Figure 9: Pension Scheme Portfolio composition for the fiscal year 2013-2014 

 

 

 

 

 

 

 

 

 

 

 

 

 

                   Source: Authors’ analysis from data available in RSSB annual investment report of 2013/2014 

 

If we compare the fiscal years 2012/2013 and 2013/2014, the portfolio composition does not show any major 

changes, and all assets meet their respective benchmarks set in the Investment Policy Statement for the Pension 

Scheme Fund which is implemented from July 2012 to June 2015. 

 

Figure 10: Return on investments for the fiscal year 2013-2014 

              

 

 

 

 

 

 

 

 

 

 

 

 

                  Source: Authors’ analysis from data available in RSSB annual investment report of 2013/2014 

The total rate of return increased by 0.5% in the second year of investment policy statement implementation. A 

significant decrease can be observed in the rate of return on Treasury bills, due to lower interest rates in the 

market; the weighted average rate dropped from 10.812% in June 2013 to 5.609% in June 2014, a decrease of 

52.9% (RSSB, investments annual report, 2013-2014). 

V. Financial Viability and Risk of Pension Scheme Fund Investments 

There are various elements that influence the financing of a pension scheme. DeMonte (1995) identifies three 

categories of relevant factors, namely (1) the operations of the plan - including the fraction of the workforce 

covered, its age, contributions and benefits, (2) the external economic environment - the inflation rate, interest 

rates, returns on various classes of investment, and (3) the applicable financing policies, namely the allocation of 

assets among investment classes and the actuarial methods used to determine annual contribution to the plan. 

Thus, this paper examines the financial viability of Rwanda pension scheme fund basing on its investments as a 

key element to ensure its financial sustainability. 

According to RSSB investment policy statement for the pension scheme fund released in July 2012, the fund 

would exhaust its resources by 2038-2040, as a result of Pension Benefit (PB) deficit. The forecasted fund’s 

Open Group Unfunded Obligation (OGUO) is USD 573.85 million, and the forecasted actuarial deficit is 2.94% 

of taxable payroll, over 50-year period covered by the projections.  The Actuarial Report (2007) also indicates 

the aging population as a further source of potential problems. The dependency ratios are projected to increase 

from 17% to 38% in 15 years to come, getting as high as 50% in 25 years time. Therefore, in order to minimize 
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future financial distress and to ensure financial sustainability of the fund, it becomes imperative to induce high 

investment returns which are relied upon to hold up the long-term financial health of the fund. The Actuarial 

Valuation of Social Security Fund of Rwanda, as of 31 December 2007, recommended to pursue investments 

with internal rates of returns (IRRs) ranging from 13.57% to 17.98% per annum, to compensate for the 

imbalance between benefits promised and contribution rates which are ranging between 9.6% and 15.1% 

depending on the age of the member who enters into the program, to avoid financial distress (RSSB Investment 

Policy Statement for the Pension Scheme Fund, 2012). On a related note, the Actuarial Valuation of the Rwanda 

Pension and Occupational Hazards Scheme stressed that rates of return lower than 7.5 may lead to a reduction of 

the funds invested sometimes before 2020, and to the to the exhaustion of the funds by 2053 (GAD, RSSB 

Actuarial Valuation 2012). 

Our analysis of financial viability of pension scheme investments is based on the benchmarks set by the fund 

through its investment policy statement and the fund annual targets and achievements as far as investments are 

concerned. As financial markets in Rwanda are at nascent stage, we do not compare the pension fund returns on 

investments with the returns of companies whose shares are listed in the stock market. Currently only two local 

companies are registered on Rwanda Stock Exchange; Bank of Kigali and BRALIRWA.  Four Kenyan 

companies (KCB Bank, Uchumi Supermarket Market, National Media Group and Equity Bank) are cross-listed 

on Rwanda Stock Exchange. Besides, bonds are generally issued by the government through its National Bank. 

Our major findings are discussed in this section, after the analysis of the investments portfolio for the past five 

years. 

Table 2 : Average Return on Investment for a five year period, 2009-2014 

Investment Assets Average Return on investment 2009 -2014 for each asset  

Real Estate 2.8% 

Equity 3.3% 

Mortgage Loans 8.3% 

Fixed deposits 6.4% 

Bills and Bonds 8.3% 

Loans 10.6% 

Total Portfolio  5.3% 

           Source: Authors’ analysis from RSSB portfolio trend analysis  

One of the return objectives set in pension fund three year investment policy statement is to achieve a 

“minimum investment return of 8.5% (the three-year average of actuarial investment return assumptions for the 

medium cost basis for the years 2012 – 2015) over a three-year rolling period” (RSSB Investment Policy 

Statement for Pension Scheme Fund, 2012). Table 2 shows that this goal has not been achieved. The average 

returns are low, with the average portfolio return on investment standing at 5.3% and 6.4% for the period 

including the last five years and the last two years, respectively. Investments in corporate loans nevertheless 

outperform the benchmark, with an average rate of return of 10.6%. 

Table 3: Average Real return on Investment for a five year period, 2009-2014 
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Real Estate 1.1% 8.2% -7.1% 4.6% 8.3% -3.7% 2.9% 5.9% -3.0% 3.3% 3.7% -0.4% 1.9% 1.4% 0.5% 

Equity 3.2% 8.2% -5.0% 0.5% 8.3% -7.8% 3.3% 5.9% -2.6% 4.8% 3.7% 1.1% 4.6% 1.4% 3.2% 

Mortgage Loans 11.9% 8.2% 3.7% 8.9% 8.3% 0.6% 5.9% 5.9% 0.0% 4.6% 3.7% 0.9% 10.2% 1.4% 8.8% 

Fixed deposits 3.4% 8.2% -4.8% 4.7% 8.3% -3.6% 3.9% 5.9% -2.0% 9.5% 3.7% 5.8% 10.3% 1.4% 8.9% 

Bills and Bonds 8.2% 8.2% 0.0% 8.0% 8.3% -0.3% 8.2% 5.9% 2.3% 10.1% 3.7% 6.4% 6.8% 1.4% 5.4% 

Corporate Loans 11.1% 8.2% 2.9% 2.7% 8.3% -5.6% 12.7% 5.9% 6.8% 14.1% 3.7% 10.4% 12.6% 1.4% 11.2% 

Total Portfolio  4.39% 8.2% -3.8% 4.76% 8.3% -3.5% 4.5% 5.9% -1.4% 6.7% 3.7% 3.0% 6.22% 1.4% 4.8% 

Average real return for five years (2009-2014) = 5.3% -5.5% = -0.2% 

Source : Authors’ Analysis based on inflation rates provided by the National Bank of Rwanda ‘annual reports 

and financial stability reports 2010, 2011, 2012, 2013, 2014. 
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Second, the pension scheme investment policy statement states that the real rate of return must be positive. 

Table 3 shows that the objective was achieved in the last two years in almost all assets apart from real estate (in 

2012-2013). However, the average real rate of return for the past five years is negative and equal to -0.2%. 

Table 2 and Table 3 show that corporate loans outperform the benchmark although they do not take the biggest 

proportion of the total portfolio composition like real estate and equity. Mortgage loans earned higher returns 

than real estate and equity investments in the last five years.  The impact of the loans performance on the overall 

portfolio performance is however small, as the fraction of loans over total assets has never exceeded 2.7%. 

It is worthwhile pointing out that in a defined benefit plan, the risk of funding is borne by the sponsor. In case of 

the Rwandan pension scheme fund, the funding risk is borne by the government of Rwanda, which will thus be 

expected to intervene if the funds available become insufficient to meet the fund’s liabilities (RSSB, Investment 

Policy Statement, 2012).  

 

Figure 11: Standard deviation of return on investment for 2009-2014 

                            Source : Authors’ analysis from RSSB portfolio trend analysis  

 

We use the standard deviation of real returns to measure investment volatility. The standard deviation of returns 

over the five year period under consideration indicates that the risk on the investments is very low. The portfolio 

return standard deviation is at 1%. Generally, this is an indication of low risk, typically associated with a low 

expected return. Corporate loans have the highest standard deviation in the investment portfolio for the five 

years although they also generate higher returns for the same period. Holzmann (2009) confirms the same 

results comparing OECD pension funds returns and emerging markets returns between 1999 and 2007. 

Emerging markets generated considerably higher rates of returns, averaging 22%, than did the financial markets 

in developed economies, where returns averaged 2.4%. Those higher returns, nevertheless, demonstrated greater 

volatility; the standard deviation for emerging market returns was 26.9%, as opposed to 18.2% for the developed 

markets. 

Figure 12: Geometric mean of return on investment for 2009-2014 

            Source : Authors’ analysis from RSSB portfolio trend analysis  

Figure 12 shows that the rate of return on the whole portfolio is quite low.  An individual consideration of 

investments indicates that the loans have the highest geometric mean of 9.2, however this is still correlated to 

the earned returns by the same asset. The level of risk can also be gauged by considering the minimum and 
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maximum annual real rates of returns as it shows the range of returns around the mean. In our situation, total 

portfolio range is 2%, and corporate loans have the highest range of 11% whereas equity has the lowest range of 

1.43%.  The rates of return on the remaining assets range from 3.4% to 7%. Tapia (2008) found that in Latin 

American, Argentina and Uruguay have the highest range as large as 41% and 37% points respectively followed 

by annual returns ranged -10.4% to 31% in Argentina and 3.6% to 40.6% in Uruguay. Conversely, Costa Rica 

experiences the narrowest range, 7.3 % points, with annual returns ranking from 2.5% to 9.8%. 

The viability of pension scheme fund investments can further be assessed by focusing on the expected 

investment revenues and the actual revenues earned within the last five years by RSSB pension scheme fund. 

Before the start of the fiscal year, the fund makes projections of expected revenues and at the end of the year 

they realize the actual revenues which is referred to in order to evaluate the yearly performance. 

Table 4 : Expected investment revenues vs. actual revenues for the year 2009-2010 
Asset  Asset 

Amount in 

USD 

Expected 

Revenues 

(rent, 
dividend, 

interest) in 

USD 

Actual 

Revenue 

(rent, 
dividend, 

interest) in 

USD 

Variation 

from expected 

revenues to 

actual 

revenues in 

USD 

Expected 

Principal 

Amount in 
USD 

Actual 

Principal 

Amount 
Received in 

USD 

Variation 

from 

expected 

principal to 

paid 

principal in 

USD 

Non Fixed Income         

Real Estate 102,979,081 7,015,856 1,481,997 (5,533,860) 408,750 142,804 (265,946) 

Equity (Local)  40,584,631 1,714,883 1,852,623 137,740   - 

Equity (Foreign) 18,698,094 - 118,278 118,278   - 

Total Non Fixed 

Income 

162,261,806 8,730,740 3,452,898 (5,277,842) 408,750 142,804 (265,946) 

Fixed Income       - 

Mortgage Loans 5,540,387 585,981 521,106 (64,875) 279,794 838,297 558,503 

Corporate loans 2,004,819 335,106 288,022 (47,083) 1,398,209 1,033,156 (365,053) 

Fixed Deposits  6,859,534 480,274 232,243 (248,031)   - 

Corporate Bond 600,209 45,916 47,269 1,353   - 

Treasury bonds  92,432,219 7,369,924 7,369,924  7,379,669 7,379,669 - 

Government bond  457,981 32,116 32,116    - 

Total Fixed Income 107,895,150 8,849,317 8,490,680 (358,637) 9,057,672 9,251,122 193,450 

Total Investments 270,156,956 17,580,057 11,943,578 (5,636,479) 9,466,422 9,393,926 (72,496) 

Source :Authors analysis from CSR(SSFR) Investments Annual Report, 2009-2010 

Note: Average exchange rate of Rwandan Francs against Dollars is 1USD = 583.13 RWF for the year 2010 

from statistics provided by National Bank of Rwanda Department of Statistics to National Institute of Statistics 

of Rwanda (NISR, 2014 Statistical yearbook, 2015) 

 

Table 4 shows that the expected revenues involve interests on loans, fixed deposits bills and bonds, rental fees 

on building (real estate) and dividend income from equity, while expected principal amount is the principal 

amount expected to be paid within that particular year from various investments.  The year 2009-2010 features a 

big disproportion between the expected and the realized revenues, with a total shortfall of $5,708,975. The 

largest difference falls under real estate investment, and is associated with high costs of construction and 

maintenance, low occupancy rate of the buildings, costly lots of land left unexploited.  Also, the liquidation of 

the investment in a large building did not drive revenues within the given fiscal year; similarly, on the side of 

expected earned principal, a corporate loan principal amount was converted into equity. The revenues from 

fixed term deposits are generally more predictable; shortfalls only occur, typically, if the deposits are withdrawn 

before maturities hence incurring penalties on interests. (CSR (SSFR) investment annual report, 2010). 

Table 5: Expected investment revenues vs. actual revenues for the year 2010-2011 
Asset  Asset 

Amount in 

USD 

Expected 
Revenues 

(rent, 

dividend, 
interest) in 

USD 

Actual 
Revenue 

(rent, 

dividend, 
interest) in 

USD 

Variation 

from 

expected 

revenues to 

actual 

revenues in 

USD 

Expected 
Principal 

Amount in 

USD 

Actual 
Principal 

Amount 

Received in 
USD 

Variation from 

expected 

principal to paid 

principal in USD 

Non Fixed Income         

Real Estate 124,112,530 4,017,434 8,735,398 4,717,964 333,172 71,203 (261,969) 

Equity (Local)  54,543,387 2,332,206 130,325 (2,201,882)  - - 

Equity (Foreign) 18,163,587 - 209,247 209,247  - - 

Total Non Fixed 

Income 

196,819,503 6,349,640 9,074,970 2,725,330 333,172 71,203 (261,969) 

Fixed Income   

Mortgage Loans 3,701,027 333,172 472,152 138,979 666,345 922,302 255,957 

Corporate loans 14,611,871 316,514 222,749 (93,764) 1,832,448 495,944 (1,336,503) 

Fixed Deposits  16,658,615 579,303 637,114 57,811 - - - 
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Corporate Bond 583,052 44,603 62,071 17,467 - - - 

Treasury bonds  83,126,489 6,890,420 6,890,420 - 6,663,446 6,663,446 - 

Government bond  - 22,731 29,930 7,199 - 440,388 440,388 

Total Fixed 

Income 

118,681,053 8,186,743 8,314,436 127,693 9,162,238 8,522,080 (640,158) 

Total Investments 315,500,557 14,536,383 17,389,406 2,853,023 9,495,411 8,593,283 (902,128) 

Source: Authors’ analysis from RSSB Investments Annual Report, 2010-2011 

 

Note: Average exchange rate of Rwandan Francs against Dollars is 1USD = 600.29 RWF for the year 2011) 

from National Bank of Rwanda Department of Statistics (NISR, 2014 Statistical yearbook, 2015) 

 

The year 2010-2011 shows better performance compared to the previous year - with exceptions related to some 

assets, real estate, equity and corporate loans. The most prominent problem for this period is related to the 

buildings sold and funds are not directly paid in the same fiscal year. As regard to equity, expected income was 

realized at 5.6% due to unpaid dividends. As of June 2011, Caisse Sociale du Rwanda (Social Security Fund of 

Rwanda) held shares in 19 companies; in four of them the fund respectively owned 100%, 80.96%, 65.95% and 

50% of the total equity. The holdings of shares in the remaining companies ranged between 0.24% and 40% of 

the total equity (RSSB annual investment report, 2011).  

Looking at the funds invested in equity, the expected dividends compared to actual dividends received, there is a 

big disproportion which brings in a critical question of the sustainability of the existing equity investment.  

 

Table 6: Expected investment revenues vs. actual revenues for the year 2011-2012  
Asset  Asset 

Amount in 

USD 

Expected 
Revenues 

(rent, 

dividend, 
interest) in 

USD 

Actual 
Revenue 

(rent, 

dividend, 
interest) in 

USD 

Variation 

from 

expected 

revenues to 

actual 

revenues, in 

USD 

Expected 
Principal 

Amount in 

USD 

Actual 
Principal 

Amount 

Received in 
USD 

Variation 

from 

expected 

principal to 

paid 

principal in 

USD 

Non Fixed Income         

Real Estate 143,375,264 3,700,189 3,884,643 184,455 293,021 235,331 (57,690) 

Equity (Local)  69,684,980 651,158 2,458,202 1,807,044 - - - 

Equity (Foreign) 17,749,629 - 188,749 188,749 - - - 

Total Non Fixed 

Income 

230,809,873 4,351,347 6,531,595 2,180,248 293,021 235,331 (57,690) 

Fixed Income  

Mortgage Loans 2,965,048 553,485 431,010 (122,474) 732,553 692,712 (39,841) 

Corporate loans 10,779,398 1,341,386 1,180,976 (160,410) 3,631,090 5,755,065 2,123,976 

Fixed Deposits  63,487,929 1,341,386 1,339,348 (2,038) - - - 

Corporate Bond 569,763 43,587 51,558 7,971 - - - 

Treasury bonds  73,255,303 6,336,584 6,336,584 - 7,976,689 7,976,689 - 

Total Fixed 

Income 

151,057,442 9,616,427 9,339,475 (276,952) 12,340,332 14,424,466 2,084,134 

Total Investments 381,867,315 13,967,774 15,871,070 1,903,296 12,633,353 14,659,797 2,026,444 

Source: Authors’ analysis from RSSB Investments Annual Report, 2011-2012 

 
Note: Average exchange rate of Rwandan Francs against Dollars is 1USD = 614.29 RWF for the year 2012) 

from National Bank of Rwanda Department of Statistics (NISR, 2014 Statistical yearbook, 2015) 

 
According to the annual investment report (2012), the fund’s revenues did match the initial forecasts.  However, 

the realization of the projected income on real estate is still a major challenge, due to low occupancy rate of 

various buildings and a large part of land which is not exploited to generate either income – neither in that 

particular year, nor in the near future. 

Table 7: Expected investment revenues vs. actual revenues for the year 2012-2013 
Asset Asset 

Amount in 
USD 

Expected 

Revenues 
(rent, 

dividend, 

interest)in 
USD 

Actual 

Revenue 
(rent, 

dividend, 

interest) in 
USD 

Variation 

from 

expected 

revenues to 

actual 

revenues in 

USD 

Expected 

Principal 
Amount in 

USD 

Actual 

Principal 
Amount 

Received  

Variation 

from 

expected 

principal to 

paid 

principal in 

USD 

Non Fixed Income         

Real Estate 145,950,392 6,453,252 4,897,597 (1,555,655) 2,161,694 671,387 (1,490,307) 

Equity (Local)  72,427,414 2,165,038 3,048,954 883,916 - - - 

Equity (Foreign) 23,048,190 - 225,158 225,158 - - - 

Total Non Fixed 

Income 

241,425,996 8,618,290 8,171,708 (446,581) 2,161,694 671,387 (1,490,307) 
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Fixed Income        

Mortgage Loans 3,007,250 463,937 296,351 (167,586) 649,511 421,657 (227,855) 

Sales of shares - 2,775,950 1,055,773 (1,720,176) - 3,164,787 3,164,787 

Shareholder's loan -AGL 274,015 - - - - - - 

Corporate loans 7,045,823 809,233 867,822 58,588 3,530,126 4,895,407 1,365,281 

Fixed Deposits  88,147,965 5,598,850 7,033,820 1,434,970 - - - 

Corporate Bond 514,196 57,148 29,048 (28,100) 613,324 27,063 (586,261) 

Treasury bonds  69,590,499 5,503,449 5,503,449 - 7,732,278 - (7,732,278) 

Treasury bills 36,631,550 3,274,159 3,415,272 141,113 - - - 

Total Fixed Income 205,211,298 18,482,725 18,201,534 (281,190) 12,525,239 8,508,914 (4,016,326) 

Total Investments 446,637,294 27,101,014 26,373,243 (727,772) 14,686,933 9,180,300 (5,506,633) 

Source: Authors’ analysis from RSSB Investments Annual Report, 2012-2013 

 
Note: Average exchange rate of Rwandan Francs against Dollars is 1USD = 646.64 RWF for the year 2013) 

from National Bank of Rwanda Department of Statistics (NISR, 2014 Statistical yearbook, 2015) 

 
The year 2012/2013 features a rate of return on the investments equal to 6.7% - thus higher than the rate realized 

in previous years – see Table 7 and Table 3.  However, the targeted return on investment of 8.5% as per the 

pension scheme investment policy statement (2012) was not reached. In the same period, the pension fund made 

several investments which grew the pension scheme portfolio almost 15% compared to 2011/2012 investment 

portfolio. The inflation rate was significantly lower than in the three previous years, with a drop from 8.2% in 

2010 to 3.7% in 2013. The gap between projected and realized revenues, equal to $6,234,405, is due to a 

number of factors. The largest asset classes that underperformed the targets are real estate and treasury bonds. 

Real estate returns are still low due to the low occupancy rate of the RSSB buildings particularly those ones 

located outside of Kigali, the capital city of Rwanda. Moreover, the interest payments on mortgage bonds were 

not made, in many cases. Another important observation is on the sale of shares owned by pension scheme fund 

in the company called CIMERWA. Expected capital gains over the sales of shares were $2,775,950 though the 

realized ones were $ 1,055,773. The government of Rwanda bought three buildings, former CSR Headquarters, 

Nyarugenge Pension Plaza and Kicukiro Pension Plaza owned by the RSSB pension scheme fund at a price of $ 

40,668,128 (RWF 26,297,638,528. The exchange rate is 1USD = 646.64 RWF as per NISR average exchange 

rate of 2013). The agreement required the government to make a down payment of $ 7,732,278. However, the 

payment was not finalized within the agreed time. While income on equity is above its forecasted level, pension 

scheme investment in equity is facing challenges. As per 30 June 2013, the pension scheme’s shareholding was 

standing at $98,013,923 invested in 20 companies; the dividend income earned in the same period was 

$3,274,115 from foreign equity, SAFARICIOM listed on Nairobi Stock Exchange and three local companies, 

BRD, Bank of Kigali and BRALIRWA; the last two companies are listed on Rwanda Stock Exchange. The 

remaining 16 companies did not generate any income in the form of dividends. From June 2009 until June 2013, 

the pension fund has increased its shareholding in various companies that have provided neither a dividend 

income nor a capital gain to the fund in previous years. Both Akagera Game Lodge and Gaculiro Property 

Developers are now fully owned by the fund, which only had a 40% of shareholding in both of them in 2009. In 

2013 the pension fund owned a 80.96% participation in Hostels 2020 and a 94.5% participation in B.I.M., 

compared to 40% and 46.74% shares respectively owned in 2009. (RSSB annual investment report, 2013). 

 

Table 8: Expected investment revenues vs. actual revenues for the year 2013-2014 
Asset Asset 

Amount in 

USD 

Expected 
Revenues 

(rent, 

dividend, 
interest) in 

USD 

Actual 
Revenue 

(rent, 

dividend, 
interest) in 

USD 

Variation 

from 

expected 

revenues to 

actual 

revenues in 

USD 

Expected 
Principal 

Amount in 

USD 

Actual 
Principal 

Amount 

Received in 
USD 

Variation 

from 

expected 

principal to 

paid 

principal in 

USD 

Non Fixed Income     

Real Estate 118,558,219 7,060,697 3,897,731 (3,162,966) 6,169,693 102,318 (6,067,375) 

Equity (Local) 114,633,927 3,079,858 3,621,316 541,458 - - - 

Equity (Foreign) 16,012,138 - 341,780 341,780 - - - 

Total Non Fixed 

Income 

249,204,284 10,140,555 7,860,828 (2,279,727) 6,169,693 102,318 (6,067,375) 

Fixed Income        

Mortgage Loans 2,460,908 288,389 290,097 1,708 206,774 414,441 207,667 

Sales of shares - 4,395,347 1,822,144 (2,573,203) - 255,484 255,484 

Corporate loans 3,036,435 528,579 615,048 86,469 3,606,372 3,679,074 72,702 

Fixed Deposits 155,302,253 9,083,717 12,308,321 3,224,604 - - - 

Corporate Bond 410,232 31,583 70,774 39,191 - 76,919 76,919 

Treasury bonds 49,813,930 4,280,885 4,181,217 (99,668) 8,058,136 13,601,889 5,543,753 



Françoise K. Tengera et al., American International Journal of Research in Humanities, Arts and Social Sciences, 12(2), September-

November, 2015, pp. 183-197 

AIJRHASS 15-789; © 2014, AIJRHASS All Rights Reserved                                                                                                             Page 194 

Treasury bond (3 

buildings ) 

28,420,313 2,494,755 999,637 (1,495,118) 4,547,720 10,108,768 5,561,048 

IFC Bond 3,662,789 - 44,499 44,499 - - - 

3 year Treasury Bond 3,649,127 - 133,828 133,828 - - - 

Treasury bills 4,531,090 710,581 1,095,126 384,544 - - - 

Total Fixed Income 251,287,077 21,813,835 21,560,689 (253,146) 16,419,002 28,136,574 11,717,573 

Total Investments 500,491,361 31,954,390 29,421,516 (2,532,873) 22,588,695 28,238,893 5,650,198 

Source: Authors’ analysis from RSSB Investments Annual Report, 2013-2014 

 

Note : exchange rate provided in the National Bank of Rwanda annual report 2013/2014 is 682.54RWF = 

1USD for the year 2013/2014 (BNR annual report, 2014) 

 

Real estate investments continue to upgrade outstanding dues. By June 2014, real estate investments had 

accumulated $ 118,558,219 compared to the earned income of $ 4,000,049. This meager income is coming from 

several grounds. First, real estate is an expensive investment, both in terms of construction as well as in terms of 

maintenance. Second, taking into consideration the standards of houses constructed by RSSB pension scheme 

fund, the area in which houses are constructed and the financial capacity of Rwandans in the surrounding 

environment to rent the buildings; those three factors explain the occupancy rates available in the RSSB 

investment report of 2013/2014.  

 

Table 9: Pension scheme fund buildings vs. their occupancy rate 
COMMERCIAL & RESIDENTIAL BUILDINGS OCCUPANCY RATE (%) 

 NYANZA Pension Plaza (located in South of Rwanda) 53% 

 MUSANZE Pension Plaza (located in North of Rwanda) 15% 

 KARONGI Pension Plaza  (located in West of Rwanda) 53% 

 RWAMAGANA Pension Plaza (located in East of Rwanda) 22% 

 Grand Pension Plaza (located in the capital city of Kigali)  98% 

 Kacyiru Executive Apartments (located in Kigali) 72% 

Former Crystal Plaza (located in Kigali) 68% 

Kiyovu Residential House (located in Kigali) 100% 

BATSINDA Low Cost Housing (located in Kigali) 100% 

Nyagatare houses 0% 

Source: RSSB Annual investment report for 2013/2014  

 

Pension Plaza buildings built outside of Kigali are built in the same way irrespective of the housing market in 

the specific area and the financial capacity of the targeted clients in the same area. Second, the pension scheme 

fund bought land for development purposes for a total value of $54,176,156 in Gaculiro, Kinyinya and Rugenge 

(as per annual investment report for 2013/2014). However, this land has been left idle and unexploited for over 

four years. Third, irrespective of poor returns generated by real estate investments, RSSB pension scheme has 

continued to purchase large buildings in 2013/2014.  In particular the government purchased Kiyovu House and 

the former Umutara & CVL’s building, for a cost respectively equal to costing $775,046 and to $3,076,743 

(RSSB annual investment report, 2014).  This strategy entails a significant risk for the contributors – a situation 

which may clash with the principle of social and economic utility governing the social security scheme’ 

investments. Equity for pension scheme as of at 30 June 2014 reveals that the fund is a shareholder in 23 

companies with total investments of $178,218,149. However the dividends earned in the same year only 

amounted to $3,936,096. The principal amounts including the ones of previous year due from various treasury 

bonds were fully repaid, while some interest payments due did not take place (RSSB annual investment report, 

2014).  

Other aspects of the pension scheme’s equity investments raise questions, particularly considering the guiding 

principles on holding limits and rebalancing requirements set by the investment policy statement (2012).  For 

public common equity, “an equity stake in any entity shall not exceed 30% of the outstanding voting shares of 

that entity. Any amount over this restriction is required to be reduced to within the maximum amount within two 

years”. As to private equity, “an equity stake in a private firm shall not exceed 30% of the outstanding voting 

shares. Any amount over this restriction should be reduced within the maximum limit within two years. 

Exception is given to special purpose vehicles (SPV) whose mandates are to implement RSSB projects. To this 

effect, equity stake in SPVs is limited to 90%”. While examining the pension scheme shareholding as of June 

2014, a number of companies have been identified with a percentage of shareholding which is over 30% and the 

majority of them are not in the category of special purpose vehicles which implement RSSB projects, and even 

though they might be; a shareholding of 100% is not advised by the pension fund investment policy.  Akagera 

Game Lodge (100%), Gaculiro Property Developers (100%), UDL (100%), Rwanda Foreign Investments 

(94.5%), Hostels 2020 (80.96%), BMI (50%), Ultimate Concept (43.57%), BRD (33.12%) and BK (32.67%) 

(RSSB annual investment report, 2014). 
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With the purpose of analyzing financial viability of pension scheme investments, we use some available market 

benchmarks mentioned in the pension scheme investment policy statement currently followed by pension 

scheme fund while making investment decisions. (RSSB Investment Policy Statement, 2012). Taking into 

account the available equity benchmark which is RSE (Rwanda Stock Exchange) Index (RSI) and RSE All 

Share Index (ALSI), we found that the pension scheme equity underperformed the benchmark because the 

return on equity for 2013/2014 is 4.6% while RSI and ALSI went up to 17.15% and 11.3% respectively in the 

period under review. (BNR, Monetary Policy and Financial Stability Statement , 2014).   

By analyzing expected revenues versus actual revenues, we find that every year there is expected revenues, 

either in form of interest payments, or dividends, or rental fees or principal amounts which are not paid within 

the required time. The major question is, does the fund get this money? If yes, will it charge more interests due 

to the delays, if the outstanding dues are dividend payments, will they be accumulated?  

VI. Route to Viable Rwanda Social Security Board Pension Scheme Investments 

In this section, we provide some recommendations to the RSSB pension scheme fund on how to make viable 

investments. The main point is that many of the pension funds investments, including real estate and equity have 

not been financially viable within the last five years (2009-2014). Although this evidence does not automatically 

justify an extreme pessimism about the viability of the pension system, it seems well advised to consider the 

funds’ investment strategies with great care, in the light of the set payment goals. The recommendations focus 

on two assets in which the fund invested heavily but returns are very low, in addition to be one of the assets with 

the higher composition in the portfolio. International Labor Organization emphasizes four basic principles that 

should rule investment of social security funds; safety, yield (return), liquidity and social and economic utility. 

The first three ones are the same principles governing financial and investment institutions and they have to be 

met before the social security fund decides to implement the fourth one which serves to reinforce the social 

security schemes’ responsibility of investing in projects that contribute directly or indirectly to improve the 

contributors health, education conditions or their standard of living like contributing to the creation of higher or 

new means of production (Cichon, et al.,2004). 

 

Real Estate 

Various factors must be considered while investing in real estate. First, like any other asset, the value of a single 

house or apartment building or office building  or any other type of the building occupied by the various types 

of the business like retail stores depends on the future cash inflows earned by the building itself.  To this 

purpose, the use of appropriate materials and construction techniques must always be guaranteed – lest the value 

of future cash-flows might be compromised.  The demand for business or industrial spaces, apartments and 

offices, largely determined by the pace of economic development, is of course a further important factor, from 

this point of view (Cichon, et al.,2004).  

Second, in most cases, returns on investment in real estate greatly depend on the specific conditions of the 

building. One on hand, if the building was constructed with the purpose of selling it right after the construction 

on a profit basis, then adequate needs should have been identified to push the investments. In such case, demand 

can be influenced if an adequate financing instrument is determined according to the needs of potential buyers 

for the constructed building. On the other hand, if the aim of undertaking the investment is to maintain property 

of the building over the long term, the original good quality of the building must be maintained over that period 

because the owner would like to be capable to raise the real rent from time to time. The fund can do this on a 

fair base only if the real value of the object increases.  Therefore maintaining the building in good conditions is 

necessary to guarantee a suitably high price upon liquidation of the investment.  For these reasons, the 

investment in real estate is expensive and expected rates of returns are generally rather low.  The capital-gains 

realized by liquidating the investments can however be relatively high, if uncertain (Cichon, et al.,2004).  

Third, as part of a national or regional development plan, investment in real estate can be very profitable when 

initial investment costs like land, construction and infrastructure are kept low but the value of real estate keeps 

increasing as a result of a consistent and absolute development of the sounding environment (Cichon, et 

al.,2004). Fourth, if the investment in real estate is motivated by social reasons, the owner should receive an 

explicit subsidy, and should not be expected to cover the social costs. In the case of social security funds, the 

costs could only be covered by sacrificing the revenues from the investments, and by thus negatively affecting 

the pension benefits to be paid in future.  In any case, the income generated by rents might be low compared to 

the rates of return from alternative options available (Cichon, et al., 2004).  These observations suggest the 

interdependence between the real estate market and the state of general economic development. Pension scheme 

needs to carefully analyze these factors in order to decide to invest in real estate. 

Equity 

Investment strategies, plans and policies are key to ensure viable pension plans. In particular, the RSSB 

investment policy statement for pension scheme fund for period July 2012 - June 2015 should be strictly 

followed.  Long-term goals should be taken into account on a systematic basis (Woods & Urwin, Springer 

2010). 
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Currently, the fund has significantly invested in unlisted companies, partly due to the current, growing status of 

Rwandan financial markets.  To meet its future obligations, the fund must closely scrutinize the financial 

performance of those companies and reduce its equity participations in them – compatibly with the limited 

liquidity of the shares of the stock of these companies.  The fund should also consider expanding its investments 

outside of Rwanda. In the past five years, foreign companies have been providing dividend income although the 

offshore investments did not exceed 2% of the total portfolio in the period under review. Investments in foreign 

countries would also provide additional opportunities to diversify the assets in which the funds are invested.  In 

particular, international investments would provide access to industries such as oil, gold and mining, which are 

almost entirely absent in the domestic economy. Investments in developed countries, with better organized 

financial markets, should also be considered  (Davis, 2005).   

While investing social security funds, it is important to look at the time horizon and the future implication of 

decisions made. “Fund decision makers should be able to distinguish between moments of ‘normal’ risk and 

moments of uncertainty” (Urwin, 2008, p.6). By taking this distinction into account, the fund managers will be 

able to identify the market conditions with greater accuracy. Integrating short term and strategic decisions 

should also be a high priority for the decision-makers. (Urwin, 2008) and Mitchell, Piggott & Kumru (2008) 

argue that to select an appropriate investment strategy, the policy makers must take revenue uncertainty into 

account on a systematic basis. Suitably crafted accounting systems could help the policy-makers to handle the 

inevitable tensions between investment returns, benefit payments, and contribution requirements. 

VII. Conclusion 

This article has analyzed the financial viability of pension scheme investments for the five year-period 2009-

2014. The analysis has focused on the portfolio composition and asset allocation and on the comparison between 

the expected and the actual revenues realized.  Our conclusion is that the performance of the pension scheme 

cast doubt on the fund’s ability to meet its future financial obligations, in the face of the expected increase of the 

ratio between the number of beneficiaries and the number of contributors. 

To guarantee financial sustainability, the 2007 actuarial study recommended that the fund will have to earn rates 

of return on its portfolio of investments ranging between 13.57% and 17.98%. In 2012, a further actuarial 

analysis estimated that to prevent a decline of the funds invested starting around the year 2020, and possibly the 

exhaustion of the funds by 2053, the fund should generate a 7.5% rate of return on its investments. By contrast, 

our analysis reveals that the highest return on investment earned by the fund over the past five years is only 

equal to 6.7%. The average rates are low, and the average rate of return is approximately equal to 5.3%.  The 

average real rate of return for the past five years is actually negative, and equal to -0.2%. 

The analysis on portfolio composition confirms that the high fractions of the funds available invested in real 

estate and equity has been an important factor explaining this situation. Taking into account the available equity 

benchmark which is RSE (Rwanda Stock Exchange) Index (RSI) and RSE All Share Index (ALSI), we found 

that the pension scheme equity performed poorly compared to the benchmark because the return on equity for 

2013/2014 is 4.6% while RSI and ALSI went up to 17.15% and 11.3% respectively in the period under review. 

In order to improve the financial viability of pension scheme investments, the fund should consider the 

expansion of its investments outside of Rwanda, particularly in countries with more developed financial 

markets. For the past five years, foreign companies have been providing a relatively stable dividend income, but 

the offshore investments did not exceed 2% of the total portfolio in the period under review. A broader portfolio 

can also improve the opportunities to diversify the returns on the investments. From a policy point of view, the 

findings highlight the need for more sound investment strategies, suggest that the balance between the 

contributions received by the fund and the promised payments may have to be reconsidered. 
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