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Setting Up a New Corporate
Pension Scheme with Sharing Risk

Japanese Case Study

Kosuke Yoshida
The Pension Basics Study Group in the Institute of Actuaries of Japan
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50.0mil.
42.7mil.
“1The Number of Employees in Japan
25.0mil. ———
16.2mil. ® The Number of Employees who are
Members of Workplace Pension Plans
00.0mil. (The figures are as of end of March 2017)

(Source: Ministry of Health, Labor and Welfare)
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Company Size
(Number of
employees) B The Ratio of Companies
Large which Established

(over 1,000) Corporate Pension Plans

Medium

Small
(30-99)

0% 20% 40% 60% 80% 100%

(Source: Ministry of Health, Labor and Welfare)
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13.0mil.
12.2mil. )
11.9mil.

12.0mil. B The Number of DB Plan Members
11.4mil.
11.0mil.
10.5mil.
10.0mil. 9.6mil.
9.0mil. .

2012 2013 2014 2015 2016

(Source: Ministry of Health, Labor and Welfare)
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R Employer Employer seieln
Investment PIOY ploy Employee

Iljvestment Hedge Provided Pooled Individual
Risk by Employer
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»Increasing Companies which
Establish Corporate Pension Plan
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A New Benefit for Employees
DB?
DC?

RS?
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Challenge

Anxiety about Uncertain Future Benefits

Solution
Low-Risk Investment, Stochastic Projection of Benefit

Results

Obtaining Consent to Adopting an RS Plan
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=Giving Companies Plan as | merit
Alternative Design to DB
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To Avoid the Impact of the DB on
their Balance Sheet

DB — DC?

DB — RS?
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Challenge

To Convince the Employees to Bear Risk

Solution
Additional Contribution Payment

Results

Employees Agreed to Bear the Risk
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Employees’ Concerns

Challenge | over Uncertain Future
Benefits

Low-Risk Investment,
Stochastic Projection of
Benefit

Possible
Solution

=




Challenges and Possible Solutions

In Return for Employees’
Challenge Bearing Risk

Possible Utilization of a Surplus in
Solution DB
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Coverage of Voluntary Private Pension Plans in Selected OECD
Countries

BRI RN

Occupational 40.8% N/A 26.3% 57.0% 45.4%
Personal 19.3% N/A 25.2% 33.8% 13.4%

(Source: OECD, Pensions at a Glance 2017)
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Portion of Pension Assets of DB Plans in Selected OECD
Countries

'A S
97% 96% 68% 30% 28% 11%
79% 93% 64% 27% 18% \ 8%
60% 90% 60% 24% 8% 5%

2000 2010 2001 2011 2001 2011 2001 2011 2001 2011 2001 2011
GBR PRT USA NZL ITA DNK

(Source: OECD, Global Pensions Statistics)
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=Increasing Companies which Establish Corporate Pension Plan
=Giving Companies Plan as Alternative Design to DB

Challenges of RS

*Employees’ Concerns over Uncertain Future Benefits
=In Return for Employees’ Bearing Risk




Thank you very much for your attention!

Please get in touch!
Contact details:
Kosuke Yoshida

Sumitomo Mitsui trust Bank, Limited
address: 1-4-1, Marunouchi, Chiyoda-ku, Tokyo
phone: +81 (3)6256-3600

mail: Yoshida_Kousuke@smtb.jp




