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PENSION REFORM AND THE PROBLEMS
OF INVESTMENT PORTFOLIOS

Rezi Tushishvili
PhD student of GTU

Resume

The present article concerns the pension reform
that the Ministry of Economy and Sustainable Devel-
opment of Georgia initiated and, in particular, how to
make a complete set of portfolios run by private pen-
sion funds. Pension reformation is an important part of
the government’s strategy which aims to create liberal
economical surroundings in our country and thus it is
necessary to carry this reform out successfully. Natu-
rally, implementing all the changes included in the re-
form will come across various complications since the
country’s already-existent pension system hasn’t seen
fundamental changes in a long time; also, Georgia has
no experience in running public assets nor the needed
regulations. It is basically impossible to avoid a part of
the complications because alterations in the sphere of
social protection is always a sensitive subject, although
it has to be pointed out that the complications connect-
ed to the functionality of private pension funds can be




evaded if the state defines fund operation regulations
correctly and distinctly. For a long time now

Georgia has been emphatically stating its polit-
ical course but in order to integrate into the Western
society, it is necessary to establish some economical
standards in the country and for this process it if very
important to look into the experience of the countries
that have already tread this path. The present article is
essentially established upon analyzing experiences of
countries that have successfully implemented econom-
ical reforms and managed to create a polished, stable
pension system. Here [ also discuss different theoretical
methods of approach towards investment and asset op-
eration. Upon analyzing examples and economical the-
ories of countries that are similar to Georgia in political,
economical and historical context, I tried to establish
the optimal norms that should be used by private struc-
tures that will manage accumulated citizen finances in
the future. My work includes a model which takes into
account the existence of sub-funds that will be catego-
rized by age - portfolio sets should be completed based
on this. The main difference among portfolios should
be the share of high-risk assets in the general portfo-
lio; this showing should decrease as the age of pension
system applicants increases because payers who are
approaching the pension age don’t have long time to
have the means to balance risks. It is also necessary to
create an asset diversification based on some features,
although this would also require separation based on
age categories.

Key Words: Pensions reform, Investment portfolio,
Private funds, Investment management.
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