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The chairman of the supervisory board of C-Quadrat 
Ampega Asset Management Armenia and an old friend of 
Armenia, Ernst-Ludwig Drayss, discussed the specialties of 
Armenia’s funded pension system, as well as its advantages 
with the German journal, Portfolio Institutionell. 



Retirement benefits is also an import-
ant topic for boxers. That is why Arthur 
Abraham, ex-world champion of the IBF 
and WBO associations, met the ex-CIO 
of Deutsche Asset Management, 
Ernst-Ludwig Drayss. Background of the 
meeting: Abraham comes from
Armenia and thus from the country 
that Drayss has known professionally 
since his Deutsche Bank days, which he 
has traveled to several times and to 
which he is now also connected as the 
Chairman of the Supervisory Board of 
C-Quadrat Ampega Asset Management 
Armenia. In this role, he has been
supporting the establishment of a 
funded pension system since 2014. With 
success: today, around 550 million 
euros in pension funds for around 
580,000 participants are managed in 
the country situated between Turkey, 
Azerbaijan and Georgia, and around ten 
million euros are added to the
management every month. Forty-nine 
percent of the participants are female. 
C-Quadrat Ampega Armenia and 
Amundi also share the management of 
Armenian pension assets almost
equally.

One reason for the reform of the pension system towards a funded pension system were 
Armenia’s unfavorable demographic developments. But it was not the main reason. “When 
the Soviet Union collapsed, the pension funds were almost completely gone. This burned 
itself into the Armenian collective memory and led to a lack of trust towards the state,” 
reports the industry veteran Drayss, whose career path began at Deutsche Bank in 1977 and 
led to C-Quadrat via the Warburg bank. A lack of trust in state institutions is a bad
prerequisite for a “pay-as-you-go” plan. A funded pension plan also requires trust. It was not 
easy to gain that trust. “In the beginning, the Armenians only noticed the deduction from 
the net salary and thought that it was a new tax. Back then, that delayed the pension
project by one year,” says Drayss. So trust-building measures were needed. One was that 
initially, only state employees paid into one of the three funds. Other measures included the 
state guaranteeing inflation-adjusted payments upon the beginning of the retirement 
period, which is at 65, and the state adding 7.5 percent to the 2.5 percent charged from the
participant’s salary. The “contribution” is therefore ten percent. The new pension system was 
then widely spread by the fact that the pension contributions were inheritable. Drayss notes: 
"That was the breakthrough."



LOCAL BONDS
WITH HIGH YIELDS
Last but not least, performance contributed to the decrease of skepticism. Since 2014, more 
than ten percent annual return has been achieved. The performance is even higher in euro 
terms as the Armenian dram appreciated slightly compared to many other emerging 
market currencies. The fund participants are also aware of the good performance: Unlike in 
Germany, the Armenians do not only receive a pension notification once a year, but can 
find out about their current balance to the defined contribution plan on the Internet every 
day. The satisfying performance to date is due to various circumstances. As mentioned, the 
state only guarantees the deposits. In addition, the pension system is only compulsory for 
people living in Armenia born in 1974 or later, thus the first payments will only be made in 
20 years and life cycle models are not yet an issue. This can take more risk.   However, many 
older people have now taken the opportunity to take out voluntary insurance.

Of course, asset allocation is also very relevant. "For pension provision, I think a share quota 
of 25 percent is the minimum - and the pension fund also makes full use of it in the
conservative variant," explains Ernst-Ludwig Drayss. In the absence of Armenian stocks, the 
third of the portfolio is held in international stocks. However, Armenian fixed income is 
particularly profitable. Dollar government bonds yield over four percent, corporate loans 
bring significantly more. Local bonds are even more profitable. “Armenian government 
bonds with a maturity of five, ten and 30 years are rated at 6.8, 7.7 and 8.5 percent,
respectively,” says Dr. Arman Vardanyan, CEO of C-Quadrat Ampega Asset Management 
Armenia. Local Armenian bonds have been particularly enjoyable this year thanks to falling 
yields: ten-year-olds brought eleven and twenty-year-olds a whopping 20 percent.



In view of these yields, it is not surprising that the pure fixed income fund has achieved 
more return as the two other funds, which include stock quotes. All three funds invest 60 
percent in the Armenian currency market. In addition a nice side e�ect: “The lending of 
the pension fund in the country boosts the development of the Armenian capital market”, 
said Drayss. “The more pension fund money, the more investment opportunities emerge 
in Armenia.”

Companies such as C-Quadrat Ampega Asset Management Armenia with the
entrepreneur Johannes Kärcher as a member of the supervisory board - his products also 
valued in Armenia - and Amundi ACBA Asset Management, also based in Armenia,
represent the globalization of the industry. Unlike Amundi’s industry size, C-Quadrat is not 
necessarily a global player. It is not self-explicablethat a Viennese asset manager would 
manage pension funds in Armenia. Some explanation is o�ered through the link with
Ernst-Ludwig Drayss, whose way from Bensheim to Yerevan was not necessarily mapped 
out either. But in addition to the professional connections from the times at Deutsche 
Bank, private connections are also added for Drayss. The founding member of the Unesco 
World Heritage Board of Trustees, the Lorsch Monastery, has always been interested in 
culture - and thus also in Armenia, a country rich in cultural treasures. In his function as a 
member of the board of trustees and the founder of the association "Noah e.V.", he, for 
example, promotes partnerships with monasteries in Armenia or cultivates cultural 
exchange by organizing performances by Armenian choirs and jazz musicians
in Germany. In business terms, C-Quadrat invested larger shares in a microfinance fund in 
Armenia years ago. Back then Arman Vardanyan was a microfinance expert. However, due 
to its size, C-Quadrat was initially not among the asset manager candidates. As Drayss 
reports, he helped with the asset manager search and presented himself to large German 
companies, but was unable to spark any enthusiasm for dealing with a country of only 
three million inhabitants. Therefore, in order to grow in size, C-Quadrat arranged
cooperation with Talanx insurance, whereupon one of the two mandates so far could be 
obtained. At that time, Talanx was a C-Quadrat shareholder.



The reason for not diversifying managerial 
risk in the Near East was due to the
experience in Chile. Chile is the pioneer of 
funded pensions in South America.
The Pacific state has been relying on fully 
individualized funded retirement planning 
since 1981, in which the Chileans can choose 
from a variety of funds for their retirement 
provision. The pension system impresses with 
its growth, but not in terms of returns (see 
also Portfolio Institutionell,November
2018; p. 14f.). "Armenia has used Chile‘ s
pension system as an orientation - but
without making the same major mistake," 
said Drayss. “Too many asset managers are 
involved in Chile. Competition and marketing 
budgets are too high there.” Yerevan,
therefore, urged the two asset managers to 
be active but not to advertise. Rather, the 
public awareness should be increased about 
the importance of correct and timely
retirement provision through targeted
information.

There is no business potential in the region 
(for the time being). Georgia wants to build 
on the success of Armenia’s funded pension 
system. Drayss follows the e�orts with
skepticism: “Tbilisi currently wants to manage 
the funds itself through a state pension 
agency.” Drayss, on the other hand, sees great 
potential for infrastructure investors in
Armenia. He sees enormous investment 
needs for transport and energy
infrastructures.

The Evangelische Bank, which has set up a 
corresponding fund together with the 
German Investment Corporation (DEG), 
finances renewable energies in Armenia, for 
example. Corruption should not be a reason 
to exclude infrastructure investments.
Furthermore, Armenia has recently improved 
significantly in the Corruption Perceptions 
Index (CPI) and is 77th out of 180 countries, 
ahead of India, for example. Drayss also 
names the workforce as a positive argument 
for investors: “In institutions like the Central 
Bank of Armenia, employees are well-trained 
with a very high level of motivation.”
Consequently, C-Quadrat in Yerevan only 
employs - “locals”.



Considering the pleasant development of the funded pension system in Armenia, 
Arthur Abraham's request is no longer surprising. The boxer is disqualified
to contribute to his pension account, however, because it is not legally possible for 
emigrants to pay into the Armenian pension system. Prize money won in Germany 
cannot, thus, be converted into contributions to an Armenian pension account. But 
no reason for Abraham to step down: The Armenian C-Quadrat subsidiary launched 
a public, open, standard, contractual investment fund in October, the strategy of 
which mirrors that of the CQ Conservative Pension fund. Important information for 
euro investors: the dram is very stable. “Because of the money transfers from the 
many emigrants, the central bank has to intervene against revaluations from time to 
time,” says Drayss. Vardanyan adds: “Dram is one of the strongest currencies in the 
region.” Pandemic-related losses typically experienced by emerging market
currencies have been recovered. If the exchange rate and return potential remain 
stable, double-digit returns would also be possible in euros. However, the investment 
fund mirroring the CQ Conservative pension fund is only approved for distribution in 
Armenia
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