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TTHDHIED, TNLFRIT K42 2Q030) FDOKMETEEL LTS (F1—2
—2%K) .
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Bl1-2-2% FHBHXOHIRE

20064 (E4&) 20304
Bt 60~645% 70.9 % - 96.6 %
ZEHERE 30~345% 47.7 % - 65.8 %
BB 30~345% 90. 1 % - 96. 1 %

(3) EFAIE
MEEREREESFEBSRFMREMEZE SO NER2IVFEMBURIEIZB T 5
T AT DOFPHIZ DWW T (BRERRO®|E) | CEE20F11A12H) KON E
M TRRFEMBEOFEM G & 10FERERERE ] CER21F 1 H) 28 &1,
RFEHAL, BRFEEMN., RFEMDO 3OO —2ZLUTDOLEBRE L,

® EHOBFRIE (FK28(2016) FELIKF)

Rk 28 (2016) 4FEE LI O R Wl o R gl 13 R iR g EZ B ICB T
LHREIREROBE CRINTCHBEOFTRFEL L > TRELZ(GEL — 2 —
3FK), RFAEHMEESTIX, BEOERBEEBE L LoD, BAKRE
DA RRENORBLHEB AN OR@E L EEZRE X, v 7 2 iR
BT 2 AR BERRXEZH O THF SN2 ZERFREEOFMEE L
AT, EMMOFEERRFERIROMANHEFTF SN TV D, T 2T,
WRk27 (2015) ~51(2039) AFEE S O FEE R F R E R IT BRF PR — AT
0.8%FEE ., BF MM T — A TL2%RE, RFMEA 7 — R TO.4%FEE &
RIAENTWD,

F£1-2-3% REORARIR

WELRE| BetRE EAAEY Wz
FPAL 1.0 % % B 2.5 % PA=| 4.1 % LB EILREL. 0%
72 EEmm 1.5 % | EE o 3. 1 % |PHEOHEOHRE
BESE [ 1 o o £ B 2.9% %8 4.2% SEREEMLLIE 3%
TR S o 1.0 % | 2B wmm 3. 2 % [PBEOBEDDRE
REEL [ | 5 o % H 2.1% | %8 3. 9% [emeemit rRE0 7%
TR ' S 1.1 % | EE stmm 2. 9 % |PBEOBADPRIE

DL, BEPAr—AORKRFERIE (W EAZE1.0%., 4 HE&E4 L
H2E2.5% A BEHAMMEIV 4. 1%)ITLLTFTOEZLHFIZHKSS LD TH S (G
XL 3I=FEAE 2SR
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WAl B RI13, BARSITEMBUIRRESSICB VW TERR SN THE

W2 O 22T, REMORREE LTL 0% ERE,
4 BESEREE (2.5%) XFEEHEES LAEK (1.5%) (Wl LA xR
(1.0%) #Mx7=bDOTHD, 22T, $HAF 1 AN ORERE
REFREZEEES LR (1.5%) A TEY, ~ 7 o0 FEBEREFMRE
F(0.8%) MOWHEBDOZEAE (—0.7%) 222 LIV DITHY
T2, EERBERERORLBLIT, AAREOEBERRAE O REL
HEBEZ T 77 aRFOBAOLELSED ENT-HEF N ITHIL T
%o EAREIIZIE, BARRE KO FEE LB T o i ERK T 2R
AR L%, BOLENRKREIEICERT2ZE2HAE L BT,
REFAEEE (TFP) EAERSLERDSEREDONT A —F ZRE L.
~ 7 o RFEICHET D EARNRERK (27 - ¥ 77 2BAFERK) %=
WTREHOFPHHRRFEORIZONTHI S NEZLDOTH S,

A HEHAFEDY (4.1%) X, [ FROFZEEHMER (2.7%) . HigE
EHFRICE D EFES (0.4%) RO EHE (1.0%) 2Mx7-b0
Thbd, ZTZT, fFROFEHEEMEH (2.4~3.0%) 1%, FEEHEF
EREEROBAMBICER L, MEIS~BEREFEOEEEMEF (2.1~
3.0%) 1T, BEOFIERDERK (8.6~9.8%) IZxtT 2%k D F|H R
DRAAZ (9.7%) OFEEZFT U TCHIF N TWD, FEOFHEED
ABNZDONT S, RERAENE LHRLEARADERELREL, v 7 1
BFICHET 2 EAN AR LA OTHITEN TS, F7-. DBEE
HRIZOWVWTIL, 2EHZENERCTEH LELADOY A7 EHELWWY X
JOKED T THEMBEELESEAOMEY ¥ — 2K LE L TO.3~
0.56% EREINTWVWD,

B TORFE (F27(2015)FE LLAT)

YRk 27 (2015) 4F FE LLAT O B RIHR 1. NIRRT TRE M Bco B8 5 8 &
10 REMAE ] CERR21E T H) ICHERL TREL TWDH, WEFRE T
BED T —AZONTITON TN, EHORKRFRIEZ SBVFKELT
WAHZ LIZHIE LT, BE P — AT —A 1 — 1 — 1 [20104F it L%
FIEFAEE TV A o, REB\ALTr— A E 75— A1 —1—2 [20104F 1
ARFAEE STV A I, BREFEEMT — AT —A 1 —1— 3 TEFRKR
BIERIZWEGE S TV A4 ICZNEREH L THREL TS,

F 72, FRE20(2008) F IOV TIE, FA20(2008) 12 H KICEIT 51k
DRI 2D AA TS,
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(4) Z0fbDaTiE

EREORTHROM ., O EE ERE IS W IZEERTE (FEEELS DR A RE)
DHWHNTND, 26 OEHTTRIT, HIRRE X T FESEZHEFOELDORE
BT — &ML L TREL TV D,

k., BEFe0 2501 ZEHETAHET LI L L L THEFTZIT-o TN D,
Fio, HRESH 1 5HERE ITHR DR O RELmREIZ OV T, 1
SRR OBELBEDELT —FZITESWTHRELTWVDS (F1—2—4
%) .

F1-2-4% ERFE£F1 SHREMKREBOERBRFIMAR S HEAR

- o - | 4501 e = | 47®D3 FAMMT | EEEWNAT
£k 4+ 3= g R 3= - =l R 3= o
0.800 0.157 0.004 0.009 0.013 0.083 0.018

2. MREKEDTFRREL

(1) BEELRICBITIEENLELOKRFMAKE (FIBREX) ORBL

LSHONORS - BRFERWIZOWVWTENENEROFRZE VT, F&%2%
THELY hh 6D HRES (65 %) TORAEFELS OB IAFESOFTHRER GRS
3EESM) ORKINLKEZREBELIEZLONEL -2 -5KTHS,

ik, HAERSHAL, @O, EBALZNENOHE T EICRERIRS AL, &
. IBAMOHBEE LTAF 9BV IC OV THREMAFTEREREZRLTEY., =
7 BREATA FIZL DB KEOTIFEDRE T L2 BIL Z OFF SRR S HER S
NHENWS ZEaRLTND,

Dth, HAENFA T, BEANEDSTMNOr — A THHGAEE THEARFr— 2
EMESZ L LT D BETERIZONTL, FRITEBZRWIRY | e T 5,), ER
r—ATIE, Rk 117Q105) FEE F ToRBteia 100 FEMIZh iz » THEEM B O
B2 5701k, ~7aREAT7A4 RICK DB KEOREIX, Fik
502038)FFEECTHAINDZ L&D | KM FTHREFRIL50.1% L7 d 5
BLERSTWVWD, 7 BRBEATA ROKTRIZ, FEFEDAT A NiE, FA
HEFBICOWVWTIIESA T A NICERT D720 FEe2 3 T He 5 R R (65
%) CTOFTRMRERIT, v~ 7 8RB A 74 NETRAOKETH 5 50. 1% DS HERF
SNHZLERD,
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B1-2-5K

A

BEF2DFRE

MAFEEe0RFKkE (FISAEX) ORE

(THEER. BFSE N o N
= 50% HaERA, BESA HAESE., BESA
- (T FRA8(2036)£EFE LAI) 50. 7% 54. 6%
iz [ 47. 5% ] (T FR49(2037) EEFE LAE) (T Fi44(2032) R BLEE)
\ (T RE52(2040) EE LIFE) ' \_
® (AR, EFRh ) %2!:’7 2 4 R
3 50% O 5 =1L, #E v
il (S F48(2036)ERE LIK) M b, %::J'%EM 53. 9%
B L [ 46. 9% ] 0. 1% (T FiA5(2033) R LAT)
- \ L CER5304NEE L) ) (3FEJZSO(2038)EF' LARE N
= B
(AR SRFER ) mzmu.#%ﬁm 4
50% 50% HAES AL, BFEAL
& (FRL47(2035) £ LIFE) (FRL50(2038) £ LIF%) 51. 5%
Yiog [ 43. 1% ] [ 47. 1% ] (FF50(2038) £ LLIE)
[N CFRi60(2048) FELRE) ) J (£ F55(2043) F B LARE) \ J
) I i s ]

GE)RPOHFIIRBWEFBREZDRELERLTLS, () RITFABREERMN50%ISELE. RIS, BENICTI/OBERSIED
BRAZEG T THBRENEIE 158 DHIE,

(GE2) LRICHBITBREEDFHRIEVThER TR DB S BEPL . BFF AT —RICBITERERMEHERBEE. RTSLOEE
52. 3% (FEFK47(2035)F L) . ETIEMDIBEA7. 9% (FEM532041)EE L%, RICHEMIIZ<T I DIEF ARSI DEBERETT
MREYEHSEIHE) DRELTHD,

GEI) T /OB ERTAIF O BEAMAEEL., BEPLMT—X | BESE7— X TER24Q012)FE . BFEL 7 — XA TEK26(201 )FE
DEREL,

F1—2—-5KIIBWT, HAERNMMILD 7 — A L O AER AL TREATTE
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5%@?i&w LL7enib, 81 — 2 — 5 KT DTN 50% 12
THRMEULIZBWT, 50%ICELZRICEBWVWTYH, RIZ, MMz~ 7 ki A
74F@ﬁ%%mTf%ﬁ%@%éﬁt%%@%%%ﬁﬁ%ﬁ%%%( ) NIz
%waé@M&fmé%ﬁ¢ﬁvﬁﬁ%%ﬁﬁﬁ®&~x@ﬁﬁmﬁMQ%&
ISR RN 50% I T D RIARTH 505, RIT, BBAIZ~ 7 o fRHF A
T A RO EH T =856, Rk 55 (2043) AR KA K BED TR A K T L, LUK
DFTFFARE RN AT 1% O KED b & TR 2 E N ST 5 &) fLiE
LéEoTWn5,

FELRICLDHBICONT, HAERNH TRFEFHEN T E LA, BT
FEORHRNENLO 7 — A T R 2 TSR ITF AL 47 (2035) 47 B2 DL
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I~ 7 B iRFEAT A NOwEMZRT THEZ S S 256. RENRITSRRE
LITFRL 53 (2041) FEJELIE 47. 9% D REL & 72> T\ 5,
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24 (2012) R 2, RRBFIRAL 7 — A THpk 26 Q01D FEDHIBE L &> T 5,

(2) BERT—RACEIZBEENLBFERRETOFLEORAEL

AR —2 (HARPPA TRERTHRDN PO 7 —R) (IZOWT, EERRE
BEARITICB T 5. Foaz TR D HEEA (65 %) TOHFEBRESCHTHRE
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F1-2-6K BEFEOBRENLTFEEOKRMKEDRAHA
(FEZRELIHICBOFEEH)

(62.6)

BOLENRIAHZEO TN,

[o RHOEERSARIZ L TR KERFEL TLA, LML BETIE ] (BE- 84 BF) 062

BENGERRGHEDOEEE
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51.9
(43.3)

BRBFOF
HYIRA

KIFDEERE

FRE21(2009)FE FRE26(2014)EE FRE37(2025) 4 FR50(2038)
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F562(2050)4F
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GE4) SRENLEBIER S DI KEDTEE L, R OFER T FE (FER502038)FE) KYLRENVERI1Q01DEEICKRT TEHR1AH,

GES) KIh O#IEILEEAIH1T54 BEE. () NORIEL. METREME<EY RL-E.

(GX6) ELHIRSAFEHIL NS L ITHDHEOAEKE, R FECERICTBSNIERELBEIRBTII2AR(RSIREFIZLYMESLET),

CE7)FE2EELVVED-FUROELE(ZEH) IPELERTHREINSGY . BEIMELRERLYIES ERROANKEV D, TOLEELEED
REHROMBISHT DL EFE T H>TIKILITH S,
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EEBHEL OISR RBELOMBRERLIELONREL -2 - TKTHD,
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=, i (RE) OGFHFTENEVIEEESEITMINT 53, S0 EIEKIC &
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A (Rbw) OEFFENELCTHL50. HFEE RoLuhdy, Kish
RE) MRS TWTHHESELTERERITE LD,
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F1-2-7TKR % (XFE) FASHOFE£RERUVURSEAEX

O & (K OEEHFBAEMTHE. BRBERIIETIHA. FLETEMT S,

O RUOEFASAFICRDIEMKERELZTAL, AIFRERSET IS, L. BEESHITHOLGVRRSEELDIEEL
THEY., —EDOFFRE (EE1%. B EH2%EE)B’HNE, METREDMECEIVRLESEI OV THEMNT 545,
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HEAE HHmE HEFRE HHmE HHE HHE
1oy [20BFAOBE 30FMANBE 40BMDFE 50AMDEE 60FMDBE 70FMADEHE |(FA)
1 4 50
104.2% KOBES DTt F£H A%
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1
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2009% 2075 305 M 40H M 505H 605 M 705H
K % [16.75M] [25.04 ] [33.35 ] [41.75H] [50.05 M1 [58.35 H]
20504 35750 53575 1 7135/ 8925 107.05H 124975 M
k #  [2925H] [43.875H] [58.475H] [73.05M] [87.65M] [102.25M]

i (KR D& ATE (B 88)
[FRYEE (BEHREE)]
GE1) ADFHEPH GET ) BFPLT—RDBE,
(GE2) i (KR OBEHABOL |NIE. FRYES R—FRRAHFIN0D AEREE) THD,
GE3) FRHIT. ASINEFIZEDZMEL (FHDENEREKE,
(GX4) 2050 K EDESL ABERUHTOSEATEEL. Wil T2009FEMIE“EY RLI-ETH5.
MBREE = £€A8 + FRYERR—FRAHF DA EREE)

3. FEMHBOFKRREEL (EF7T—X)

(1) HREBREHDORAEL (EEXT—2X)

HARr — 2 (HAERNRALD 75— R) 128 D ARIE S P ARRE % o0 5k 7@
LERLIEZLON, 1 —2—-8KTHD,

INBOAEA DR RE FE, Rk 21 (2009) 4R C 6,890 5 A, LAKE. EPEAER A
H ORI el T . SRR 37 (2025) 4R FE 21 6, 150 5 A, Ak 62(2050)
FEIZIE 4,280 TANIZRD D ERIAEN TS,

<~ OREATA RICL DA KEOTEIL, F1 — 2 — 8RITTFTANFESE
AR E L DO F (4 FEERTD) O R4 4B £ T OXRITFEERD RO E (F
) ICHEMOMOEEHEL CRELE—TEE (0.3%) M=% (FFH0O
Off) ZEBE L TiTbh b,
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F1-2-8% LAMFLBFRBREBOFRREEL (EF7—X)

e g | AwEe | w1 | BREEEERRE BISHRIE | awwenan |JLraosys
T [BRRER BRRE | an maselrmesl A |(EesexFEal O | Ghs e

T (FE) BAA BAA BAA BAA BAA BAA BAA BAA % %

21 (2009) 68.9 19.8 38.9 34.4 4.4 10.3 9.0 13

22 (2010) 68.2 19.1 38.9 34.5 4.4 10.1 8.9 13 -0.3 -0.6

23 (2011) 67.5 18.4 39.1 34.8 4.3 10.0 8.8 1.2 -0.7 -1.0

24 (2012) 66.9 17.9 39.1 34.8 43 9.9 8.7 12 -1.0 -13

25 (2013) 66.3 17.6 39.0 34.7 42 9.8 8.6 1.1 -1.1 -1.4

26 (2014) 65.8 174 38.8 34.6 4.2 9.6 8.5 1.1 -1.0 -13

27 (2015) 65.4 172 38.7 34.6 41 9.5 8.4 1.1 -0.9 -1.2

32 (2020) 63.5 16.7 37.8 34.0 3.9 8.9 8.0 0.9 -0.6 -0.9

37 (2025) 61.5 16.3 36.9 33.2 3.7 8.3 1.5 0.9 -0.6 -0.9

42 (2030) 58.6 15.4 35.5 32.1 3.5 1.7 6.9 0.8 -0.9 -1.2

52 (2040) 49.7 12.6 30.6 217.6 29 6.5 5.8 0.7 -1.7 -2.0

62 (2050) 42.8 10.9 26.2 23.7 25 5.6 5.0 0.6 -1.5 -1.8

72 (2060) 3741 9.5 22.8 20.6 22 48 43 0.5 -1.5 -1.8

82 (2070) 315 8.0 194 175 18 41 3.7 0.4 -1.6 -1.9

92 (2080) 27.4 70 16.8 15.2 1.6 3.6 3.2 0.4 -1.3 -1.6
102 (2090) 240 6.2 14.7 13.3 1.4 3.1 2.8 0.3 -1.3 -1.6
112 (2100) 21.0 54 129 11.7 1.2 28 25 0.3 -1.4 -1.7
117 (2105) 19.7 5.0 12.1 10.9 1.1 2.6 2.3 0.3 -1.3 -1.6

CE1) BRBRERIEEMTEYETHS,

(F2) OOAMESBHERBEZOBOES4FEINH LA R EEETORIEERDEDTHE(FFH) THD,
X RUORERTARE. QOEEHEBLL. MHKEREET,

(GE3) AOILHERAL GET ) #5t.

(2) BEEFES - ERFEL£OMBRBL (EX7—X)
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1—2—-10KLVE1—-2—-11KTHD,

StBBieia 100 FEHEEFICANTZ ARG HAR O & T, Fak 117(2105) 4
JERE DFEL AL 117 (2105) FFEE L H D 1 4y & 72D X 9 e K UE R &2 17
oS- BT, MEHEHIMICK T 2MBURE L Z/EMRLTWD

WA DM ZYER LTINS iR A &5 ERBEE (8) 05| EiFig Eich 5
PRk 25(2013)£ﬁf“z£*< FEAEFESETIEYA T AT RbEIMERE 2> TED
EREESTIHIZIZENRAE ZHNRRBE L 72> TV 5D,

Fe A EIX @_&\%mﬁ“ﬁtﬁ)@ﬁbfméﬂ 65 kLA L EinE & Bl AR
(m~mmkm)®m41mWM4@L Tahbe, MY 2 =7 AN ZHE
&7 % 2040 FEAREARE SR IC mE L N E A B AN BT A RELTH D,
e (R) of| EFN5ET Lz, 2040 RIS TRV SO (CERk 21
AR DML VDD, 20X ) RBEEESOBRICHZ 5720 Th
Do

Z D%, ElE o~ OEAFR T OB R TEA A O PR R O AR 23 /)
L 7% 2040 ERLEICIB VT, FRk 21 FEEME TR S &Y LTE
V. B EMEEZ REICRMCRETOREBLERS> TS,
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FT1-2-9K EBEAEFL£OHMBRAEL
— K 21 EFMHRIE. EAS —X —

UL AAFE XA 153 AR AREER pERvA
AR PRGRRE T4
Getfa i) %'(ﬁ?\f TE N | [E A %E%ﬁ:i 251 RN | (UL | 2
Rk (PEIE) % Ik JK Ik Jk JKH JEM JEM JE Ik
21 (2009) | 15.704 349 | 238 2.1 72| 358 13.1  -0.9 144.4 144.4 | 4.1
22 (2010) | 16.058 35.0 24.7 2.5 7.4 36.7 13.5 -1.7 142.6 141.1 3.9
23 (2011) | 16.412 36.7 |  26.2 2.7 75| 37.8| 139 -1.1 141.6 141.7| 3.8
24 (2012) | 16.766 38.5 27.6 2.8 7.8 39.2 14.4 -0.7 140.9 141.3 3.6
25 (2013) | 17.120 40.4 | 28.9 3.1 8.1 404| 150 -0.1 140.8 138.3| 3.5
26 (2014) | 17.474 42.5 30.3 3.6 8.4 41.3 15.7 1.2 142.0 135.4 3.4
27 (2015) | 17.828 44.8 31.7 4.1 8.7 42.6 16.3 2.1 144.2 132.5 3.3
32 (2020) 18.30 53.3 36.9 6.8 9.4 45.7 18.1 7.6 172.5 140.6 3.6
37 (2025) 18.30 59.5 40.8 8.6 9.9 48.6 19.2 10.9 219.9 158.5 4.3
42 (2030) 18.30 66.1 44.5 11.1 10.4 52.3 20.5 13.8 284.2 181.0 5.2
52 (2040) 18.30 78.5 49.1 16.5 12.8 67.3 25.5 11.2 417.1 207.5 6.0
62 (2050) 18.30 90.4 54.1 20.2 16.0 82.9 31.9 7.5 507.7 197.3 6.0
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102 (2090) 18.30 123.9 81.2 16.6 26.1 135.6 52.3 -11.7 406.4 58.8 3.1
112 (2100) 18.30 129.9 90.7 10.3 28.9 149.8 57.8 -19.9 247.2 28.0 1.8
117 (2105) 18.30 132.4 96.2 5.8 30.4 157.5 60.8 -25.1 132.4 13.2 1.0
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The 2009 Actuarial Valuation of the Employees'
Pension Insurance and the National Pension

Summary

Social security pensions have been playing a key role in providing income security for the
elderly, the disabled, and the survivors. Maintaining the long-term financial viability of the
pension schemes is, therefore, one of the most important current issues. However, there have
been significant changes in the demographic and economic environment since the previous
actuarial valuation: The population forecast shows a much severer picture of population
ageing than expected in the past. Furthermore, the recent slowdown of economic growth also

raises concerns on the financing of social security pension schemes.

The main results of the 2009 Actuarial Valuation of the Employees' Pension Insurance (EPI)

and the National Pension (NP) are summarised as follows.

. Under the fixing of the contribution programs of the EPI and the NP, and the raising
of the national subsidy rate for the Basic Pension to 1/2, the ultimate replacement ratio
is projected to be 50.1% in and after FY2038.

1. Introduction

In 2004 the government carried out drastic pension reforms to restore both the sustainability
of social security pension schemes and public trust in the schemes. Particularly it was
essential that the government decided (1) to abandon the conventional process of fixing the
benefits first and then deciding the contribution schedule next and (2) to introduce the fixing
of the contribution schedule with the benefit level automatically adjusted in order to attain the
financial equilibrium. Before summarizing the 2009 Actuarial Valuation, it is valuable to
outline the current social security pension schemes and the 2004 Pension Reform in order to

give a proper framework for understanding.
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2. Outline of the current pension system

Japan has implemented a two-tier pension system since 1986. All residents aged 20-59 are
compulsorily covered by the first-tier National Pension. In the second-tier, employees in the
private sector are compulsorily covered by the EPI, and civil servants in central and local
governments, etc, by Mutual Aid Associations (MAAs). In addition to the social security
pension schemes, there are corporate pension funds and private savings plans on a voluntary

basis. These supplementary schemes, however, fall outside the scope of this valuation.

Regardless of business career the NP provides pensioners with flat-rate Basic Pension (in
FY2009 the full pension benefits, mean the Old-age Basic Pension benefits awarded to those
who have paid contributions for 40 years, is JPY 66,008 per month). The EPI and MAAs
provide employees with earnings-related pensions. The pension formula for the EPI takes into
account (i) the accrual rate of 5.481/1000, (ii) the average “revalued contributory salaries”

over the whole contribution period, and (iii) the period of contribution.

The covered population of the NP is classified into three categories. The first category
comprises of self-employed workers, farmers, their dependent spouses, jobless people,
students, etc. Covered persons in this category pay flat-rate contributions to the NP
Sub-account of the Pension Special Account (in FY2009 the contribution rate per month is
JPY 14,660). For low-income earners, there are four grades of exemption of the contribution
rate according to their income; total exemption, three quarter exemption, half exemption, and
a quarter exemption. Depending on their grade of exemption, each exempted period is
counted as one-half, 5/8, 3/4 (=6/8) and 7/8, of the contribution period, when calculating the

Basic Pension benefits.

The second category consists of employees in both the private and public sectors covered by
the EPI and MAAs, and the third category consists of the dependent spouses aged 20-59 of
these workers. The workers covered by the EPI and MAAs pay earnings-related contributions
to their schemes (in FY2009 the EPI contribution rate is 15.704 % of the contributory salaries,
shared equally by employers and workers). These workers do not pay contributions directly to
the NP scheme. The expenditure for Basic Pension is financed by the financial transfer from
each scheme for employees as well as from the NP Sub-account of the Pension Special
Account for the covered persons in the first category. The amount of transfer by each scheme
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for employees is determined every year on the basis of the number of covered persons aged
20-59 of the second category in the respective scheme plus the number of their dependent
spouses aged 20-59. Covered persons in the third category do not pay contributions, but for
the purpose of calculating the Basic Pension, their period of coverage is regarded as the full

contribution period.

3. The 2004 Pension Reform

3.1. Need for drastic pension reform

Japan has maintained the purchasing power of pension benefits for the beneficiaries through
intergenerational income transfer. On the actuarial valuations before the 1999 valuation, the
decline in fertility rates and the increase in life expectancies turned out to be much larger than
those assumed in the previous valuation, and the contribution program was reviewed and then
the contribution rates stipulated in the law were raised. On the 1999 Actuarial Valuation, the
same thing happened but the contribution rates stipulated in the law were not raised taking
account of the long-lasting stagnant economic conditions. Instead other measures, such as
raising the pensionable age to constrain expenditures and extending the EPI coverage to
employees aged 65 and over to increase revenue, were proposed to restore the financial
equilibrium in the 2000 reform with a fierce political battle between the government parties
and the opposition parties. However, when the population projection, published by the
National Institute of Population and Social Security Research (NIPSSR) in January 2002,
showed more rapid population ageing than the previous population projection in 1997, the
political situation did not allow the government to follow the same process as the previous
pension reforms because it would add to peoples’ unprecedented distrust of the social security
pension schemes. The people suspected that the contribution rates would be raised forever

and/or pension benefits would be wildly reduced in the future.

3.2. Outline of the 2004 Pension Reform

The 2004 Pension Reform was undertaken to dispel the suspicion and to restore the

sustainability of pension finances with the framework as follows.

. Fixing the contribution program

. Introducing of the automatic balancing mechanism and the replacement ratio as the
measurement of the benefit level

o Re-defining of the period of financial equilibrium (from perpetuity to around 100-year
period)
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3.2.1.

3.2.2.

Raising the national subsidy rate for the Basic Pension to 1/2

Fixing the contribution program
Young generation suspected that the contribution rates would be raised forever
through future pension reforms. To restore their trust in the social security pension
schemes, Government decided to adopt the fixed schedule of the contribution rates for
the future period as follows.
EPI contribution schedule

From 13.58% to 13.934% (in October 2004) and

Raised by 0.354% (every year in September) until 2017 and

Fixed at 18.3% after September 2017
NP contribution schedule (monthly amount)

From JPY 13,300 to JPY 13,580 in April 2005 and

Raised by JPY 280 (every year in April) until 2017 and

Fixed at JPY 16,900 after April 2017

These flat rate contributions are expressed in terms of FY2004 value and they are

indexed to the increase in per capita gross earnings of active workers.

Introducing of the automatic balancing mechanism and the replacement ratio as the

measurement of the benefit level

Basically, pension benefits are increased in line with the increase in per-capita

disposable income of active workers for newly awarded beneficiaries and in the

Consumer Price Index (CPI) after awarded. This is the principal indexation. But

before pension finance attains equilibrium, the pension index is modified to decrease

the pension benefit level in line with two rates as follows.

-the decrease rate in the number of covered persons by the social security pension
schemes

-the projected averaged annual increase rate of life expectancy

The modified index is obtained by subtracting the two rates from the principal index.

On the other hand, social security pension benefits should not be reduced to the level
that is not adequate for beneficiaries. In order to monitor the benefit level and to avoid
excessive reduction of it, the concept of replacement ratio as the measure of the
benefit level was introduced in the 2004 Pension Reform. It is specifically defined as

follows and stipulated in the law.
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3.2.3.

Replacement ratio = B/I.

B: The sum of monthly old-age pension benefits that a specified couple (the husband
is covered by the EPI from the age 20 to 59, and the wife whose age is the same as
her husband’s and has always been dependent on him) receives at the age 65.

I: The average of monthly disposable income (including bonus) of active male
workers at the time when the couple reaches the age 65.

In the automatic balancing mechanism, the modified index will reduce the
replacement ratio until the financial equilibrium is attained. After attained, this
mechanism is terminated and pension benefits are increased in line with the principal
indices. However, if the replacement ratio threatens to fall below 50% within the next
five years, the automatic balancing mechanism is to be terminated and drastic reviews

must be carried out for pension schemes as whole.

In the 2004 Actuarial Valuation, the replacement ratio was projected to decrease from
59.3% in FY2004 to 50.2% in FY2023.

Re-defining of the period of financial equilibrium (from perpetuity to around 100-year

period)

Up to the 1999 Actuarial Valuation Japan verified pension finances in perpetuity. But

the following two problems became apparent.

- There was no acceptable basis on the demography beyond the projection horizon by
the NIPSSR.

- In addition to the growing distrust of the government investment and loan program,
there is a strong objection to the government managing huge amount of reserve fund.
As population was ageing, the reserve fund would be much larger in the future in
case of adopting the period of financial equilibrium in perpetuity than adopting the
finite period of financial equilibrium.

In response to such criticisms, the government decided to adopt the finite period of

financial equilibrium with the target of reserve fund at the end of the period. The

period of financial equilibrium is decided to be around 100-year in accordance with
the length of time during which almost all of the people already born at the beginning
of the period will cease to receive benefits. The level of target of reserve fund is

defined to be enough not to get into trouble on paying pension benefits.
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In this valuation, the government adopted the following framework:

- The 95-year period is adopted to be the period of financial equilibrium.

- The level of target of reserve fund is adopted to be one-year expenditure at the end of
the period.

At least every five years, actuarial valuations should be carried out to verify the

pension finances over a period of around 100 years from the time of valuation.

3.2.4. Raising the national subsidy rate for the Basic Pension to 1/2

Raising the national subsidy rate for the Basic Pension benefits had been discussed for
a long time before the 2004 Actuarial Valuation. In the 2000 Pension Reform it was
stipulated that the rate should be raised to 1/2 from 1/3 by securing financial resources.
In the 2004 Pension Reform the rate was decided to be raised gradually in the
following three steps by FY2009.
First step 1/3 +11/1000 in FY2004

Source: revision of pension income taxation
Second step  Raised to appropriate level in FY2005-2006

Source: total revision of individual income taxation
Third step 1/2 in FY2009

By total revision of taxation including consumption tax

The most important difference between the valuations until the 2004 Actuarial Valuation and
the subsequent valuations is whether deciding future contribution rate is its purpose or not.
Purpose of valuations after the 2004 Actuarial Valuation is not to decide the future
contribution rate but to develop the report of the current situation and perspectives on the
financial conditions of the pension schemes. However, for sustainability of pension finances,

the importance of valuation has not decreased at all.

4 . Method of the 2009 Actuarial Valuation

4.1. Grounds for actuarial valuation

The government carried out the 2009 Actuarial Valuation in accordance with the stipulated

law that the government should report the current situation and future perspective of the

financial conditions of the social security pension schemes at least every five years.

In valuation, it is necessary to make assumptions on social and economic conditions, which
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are enormously changeable. In fact, as some time elapsed since the 2004 Actuarial Valuation,
the decline in fertility rates and the increase in life expectancies turned out to be much larger
than those assumed in that valuation. For this reason, the results of valuation should be

interpreted as having a wide range of volatility.

4.2. Demographic assumptions

The population projections published by the NIPSSR in December 2006 are used as the basis
for the 2009 Actuarial Valuation. These population projections are made for three scenarios
on future fertility rates; namely, the high fertility scenario, the low fertility scenario, and the
intermediate fertility scenario. Furthermore, there are also three scenarios on mortality rates,
resulting in projections for nine scenarios. Even under the intermediate fertility and mortality
scenario, a rapid population ageing is expected; the ratio of population aged 65 and over to

the total population is projected to increase to 40.5% in 2055 from 20.2% in 2005.

4.3. Labor force assumptions

The labor force projections published by the Japan Institute for Labour Policy and Training
(JILPT) in March 2008 are also used as the basis for the valuation. They are made for three
scenarios on future labor force participation; namely, the unchanged participation scenario,
the slightly promoted participation scenario, and the promoted participation scenario. Of these,
the promoted participation scenario is used for the valuation. The projections published by the
JILPT cover the period until 2030, so that the assumptions in this actuarial valuation on labor

participation are assumed to be constant from 2030 onwards.

4.4. Economic assumptions

To project the benefit expenditures, the contribution revenue, and the development of reserves

for future years, assumptions on certain economic factors, such as annual increase rate of the

CPI, wage growth rate, and the rate of investment return, are necessary. In order to determine

the assumptions on these economic factors, three economic scenarios; namely, the

intermediate scenario, the optimistic scenario, and the pessimistic scenario, are made based on

the following two reports, for long-term, short-term, respectively.

. “The range of economic assumptions in the 2009 Actuarial Valuation “ by the Special
Committee for Economic Assumptions (SCEA) of the Pension Subcommittee of the
Social Security Council in November 2008

o Reference estimation of “The Medium- to Long-term Fiscal Policy and an Economic
and Fiscal Outlook for the Next Ten Years” by the Cabinet Office in January 2009
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The economic assumptions are composed of the long-term ones that are for FY2016 onwards
and the short-term ones that are for FY2009 - FY2015.

4.5. Long-term economic assumptions (FY2016 onwards)

The report published by the SCEA showed the possible range of assumption of each
economic factor for each of the three scenarios. For this actuarial valuation, median of each
range is set as the assumed economic factor for each scenario. The SCEA assumed the ranges
of real economic growth rate and profit rate by using a basic relation formula in macro

economics as well as actual data, prospects of potential economic growth and labor force.

4.6. Introduction of Cobb-Douglas production function
The 2004 Actuarial Valuation was distinctive in adopting the relation of macro economy for
estimating the future real GDP growth rate regarded to be consistent with the decreasing
population in Japan. Because experienced data reflected the increasing population, simple
projections of past economic trends into the future were not sufficient to estimate the
economic growth rate. After discussed in the Social Security Council, the Cobb-Douglas
production function, a standard production function in neo-classical economics, was
introduced to estimate economic growth rate in the long run that was consistent with the
population decrease. In the 2009 Actuarial Valuation, the same method as that method of the
2004 Actuarial Valuation is adopted to estimate the real GDP growth rate with only difference
of adopting the hours worked instead of the number of the workforce in the estimation of the
labor growth rate.
Under the assumption that labor and capital each earns a constant share of GDP and the
production technology does not change over time, the GDP growth rate per hour worked, that
is, ’GDP growth rate — growth rate of labor per hour worked” can be expressed as follows.
o GDP growth rate per hour worked
= (Capital growth rate - Labor growth rate) x Share of capital earnings in GDP

+ TFP growth rate (A)

(Notel) share of labor earnings in GDP — 1 = — share of capital earnings in GDP

(Note2) Capital growth rate in (A) is calculated using the formula “Capital growth rate= Gross investment

rate X GDP / Capital stock — Consumption rate of fixed capital”.

Nominal wage growth rate is estimated to be the sum of the GDP growth rate per hour

worked, the changing rate of averaged employees’ hour worked, and the CPI increase rate.
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4.7. Profit rate and nominal rate of investment return
The profit rate and nominal rate of investment return are defined as follows.
o Profit rate

= Share of capital earnings in GDP x GDP / Capital stock

— Consumption rate of fixed capital

. Nominal rate of investment return

= CPl increase rate + real long-term interest rate + rate of diversified investment effect
The profit rate is generally proportional to the real long-term interest rate in Japan. So, future
long-term interest rate is estimated by multiplying the estimated future profit rate by 15- to
25-year average ratio of real long-term interest rate to the profit rate.
The rate of diversified investment effect is assumed to be 0.3% - 0.5% in accordance with the
expected return basically under the same risk that would be incurred if the whole assets were
to be invested in domestic bonds in full.
As a result of these steps, the wage growth rate and the rate of investment return are estimated

as shown in Table 4.1.

Table 4.1 Summary of long-term economic assumptions (increase/growth rate per annum)

Long-term

economic CPI . Wage In\{estment return Note
assumption nominal (real to CPI) | nominal (real to CPI)
Intermediate | 1.0% 2.5% (1.5%) 4.1% (3.1%) In case of TFP being 1.0%
Optimistic 1.0% 2.9% (1.9%) 4.2% (3.2%) In case of TFP being 1.3%
Pessimistic 1.0% 2.1% (1.1%) 3.9% (2.9%) In case of TFP being 0.7%

(Notel) In the prospects by the Cabinet Office, the TFP growth rate of 1.0%, 1.3%, and 0.7% are assumed for
intermediate scenario, optimistic scenario, and pessimistic scenario, respectively.

(Note2) For nominal value, the CPI increase rate is assumed to be 1.0% in accordance with “An understanding
of middle- and long-term price stability”, decided by vote in the Monetary Policy Meeting of BOJ.

4.8. Short-term economic assumptions
Reference estimation of “The Medium- to Long-term Fiscal Policy and an Economic and
Fiscal Outlook for the Next Ten Years” undertaken by the Cabinet Office is used as the basis
for the short-term economic assumption. This estimation assumes the following three cases.
In this valuation three cases are set as the intermediate, the optimistic, and the pessimistic
short-term economic scenarios, respectively.

Casel-1-1: World economy will recover smoothly by 2010

Casel-1-2: World economy will recover rapidly by 2010

Casel-1-3: World economy will continue to stagnate
To reflect the latest economic situation as possible, stock prices at December 31, 2008 are

taken into consideration.

41



In this valuation it is important that Japanese economy is assumed to return to the stable
growth path after going through the current turmoil caused by the financial crisis, so the

projected wage growth rate is higher than that of the current situation.

4.9. Other assumptions

Various actuarial rates such as termination rates, withdrawal rates and salary scales, have
been constructed based on the experience of the schemes during the last several years.

In addition, the contribution compliance rate of covered persons in the first category is

assumed to match the target of the Social Insurance Agency.
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5. Benefit level projections in the 2009 Actuarial Valuation

5.1. Ultimate replacement ratio by demographic and economic assumptions

The future replacement ratio depends on demographic and economic assumptions. Chart 5.1
shows the results of simulation. In the basic scenario; assumptions of fertility and economy
are in accordance with each intermediate scenario, the ultimate replacement ratio will reach

50.1% in and remain so after FY2038 decreasing from 62.3% in FY2009.

Chart 5.1 Projected ultimate replacement ratio by fertility and economic assumptions

A

-g Fertility: low N Fertility: intermediate N Fertility: high

g Economy: optimistic L Economy: optimistic L Economy: optimistic

z 50% (FY2036 onwards) | \—/

e {47.5% (FY2040 onwards)} 50.7% (FY2037 onwards) 54.6% (FY2032 onwards)
2N 2N

Basic scenario
Fertility: intermediate
Economy: intermediate

Fertility: high
Economy: intermediate

Fertility: low
Economy: intermediate
50% (FY2036 onwards)

{46.9% (FY2041 onwards)}

50.1%

53.9% (FY2033 onwards)
(FY2038 onwards)

uonduwnsse Jruouod
djeIpouLId)u]

- Fertility: low N Fertility: intermediate N Fertility: high
% Economy: pessimistic L Economy: pessimistic L Economy: pessimistic
5 50% (FY2035 onwards) \—/ 50% (FY2038 onwards) \—/
Z || {43.1% (FY2048 onwards)} {47.1% (FY2043 onwards)} 51.5% (FY2038 onwards)
° 2N 2N
v
Low Intermediate High
Fertility assumption
(Notes)

1. Values in parenthesis {} represent the value that would be attained if the automatic balancing mechanism were
applied until the financial equilibrium were to be attained after the replacement ratio reached 50% with
neglecting the minimum benefit provision.

2. All cases in this chart are based on the intermediate mortality scenario.

3. In the intermediate fertility scenario, the fiscal years when the application of the automatic balancing
mechanism start are projected to be in FY2012, FY2012, and FY2014 in the intermediate, the optimistic, and
the pessimistic economic scenarios, respectively.
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5.2. Replacement ratio in each year

Chart5.2 shows the projections of how the modified indexation affects the replacement ratio
in the basic scenario. By the automatic balancing mechanism through the modified indexation,
the growth in pension benefits will be restrained but nominal pension benefits will not be
reduced. When the growth rate in disposable income of active male workers is expected to be
greater than the increase rate in the CPI, the ratio of nominal pension benefits to the average

disposable income of active male workers is expected to decrease after award.

Chart5.2  Projected monthly benefit levels in EPI

(Assuming the specified couple starts to receive pension benefits in each year)

Nominal monthly value
JPY 10,000 96.2
(62.6)

Disposable income of 71.6
active male worker (52.5)

Couple’s pension
benefits

Husband’s
earnings-related
benefits

Couple’s Basic
Pension benefits

FY2009 FY2014 FY2025 FY2038 Y2050
Scheduled next valuation [ End of the period
adopted modified
indexation
Replacement ratio 62.3% 60.1% 55.2% 50.1% 50.1%
Earnings-related |25.6% 24.6% 23.4% 23.4% 23.4%
Couples’ Basic  )36.6% 35.4% 31.9% 26.8% 26.8%

Adjusted by modified index (50% as minimum) > Adjusted by wage>
(Note)

1. This is the case of Basic scenario (intermediate fertility, mortality , and economic scenario)

2. The adjustment of earnings-related benefit level is to be terminated in FY2019, earlier than FY2038 in this chart.

3. The couple’s pension benefits in FY2009 are calculated neglecting the provisional treatment. Actual couple’s
Basic Pension benefits are JPY 132,000 due to the provisional treatment.

4. The values in parentheses represent values converted into the current values based on the CPI.
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5.3. Benefit level by household income

Chart5.3 shows the monthly pension benefit and the replacement ratio by household income.
In the EPI, the pension benefit and replacement ratio of a household differ according to the
household income. The higher income a household has, the higher earnings-related pension
benefit it has and naturally the higher amount of pension benefits it has. However, the higher
income a household has, the lower their replacement ratio is. The reason is that the Basic
Pension benefit does not depend on their income but on the period of contribution. It should
be noted that the amount of pension benefits and the replacement ratio of a household’s does
not depend on their type of working (ex. both husband and wife employed, only husband

employed) but only their total income.

Chart5.3 Projected pension benefits and replacement ratio by household income

(JPY10,000)
120% Householdincome Householdincome Household incorflﬁe Householdincome Householdincome Household income
JPY200,000 JPY300,000 JPY400,000 JPY500,000 JPY600,000 JPY700,000
110%
1 50
\104.2% standard household (only husband employed)
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80.8% ~ current(2009) level {1 30
70% ~

(Saul| pa110p) ployasnoy Jo oijes Juswaoe|day

(saur] p1jos) yuow 1od p[oyasnoy Jo S}jAuq UOISuUdJ

28.0
60% T 1 :
< o T 8¢ current(2009) level 1 20
—a
50% 195 5010 1O~ —. _ﬂ ————— ad8.1%
174 | 50w TS —— .@
463% 0000 T e~ —
40% [ ! " —~ = —
! 42.5% 2050 level 3980 10
30% :
~ 1 [ Replacement ratio ] ~
1
20% L T : I o
2009level 20 30 40 50 60 70
(JPY10,00016.7] [25.0] [33.3] [41.7] [50.0] [58.3]
2050level 357 53.5 713 89.2 107.0 124.9
(JPY10,000) [29.2] [43.8] [58.4] [73.0] [87.6] [102.2]

Income amounts of household (couple) per month
[disposable income (converted into per month)]

(Note) The values of 2050 level represent values converted into the current values based on the CPI.
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6. Financial projection in the 2009 Actuarial Valuation

6.1. Projection of the number of covered persons

Table6.1 shows the estimated number of covered persons by the social security pension
scheme and category. The total number of covered persons is expected to decrease from
68.9million in FY2009 to 19.7million in FY2105. The modified indexation for the projection

takes account of the rates in column @) in table 6.1.

Table 6.1 Projected number of covered people of social security pension schemes

’ Employees in EPI & MAAs 3rd category Decrease |M+0. 3%
FY | Total st rate of
category | Subtotal| EPI | MAAs | Subtotal | EPI | MAAs | Total () @
million million million million million million| million million % %
(2009) | 68.9 19.8 38.9 344 44 10.3 9.0 1.3
(2010) | 68.2 19.1 38.9 34.5 44 10.1 8.9 1.3 -0.3 -0.6
(2011) | 67.5 18.4 39.1 34.8 43 10.0 8.8 1.2 -0.7 -1.0
(2012) | 66.9 17.9 39.1 34.8 43 9.9 8.7 1.2 -1.0 -1.3
(2013) | 66.3 17.6 39.0 34.7 42 9.8 8.6 1.1 -1.1 -14
(2014) | 65.8 174 38.8 34.6 42 9.6 8.5 1.1 -1.0 -1.3
(2015) | 65.4 17.2 38.7 34.6 41 95 8.4 1.1 -0.9 -1.2
(2020) | 63.5 16.7 37.8 34.0 3.9 8.9 8.0 0.9 -0.6 -09
(2025) | 61.5 16.3 36.9 33.2 3.7 8.3 15 0.9 -0.6 -0.9
(2030) | 58.6 154 35.5 321 35 1.7 6.9 0.8 -0.9 -1.2
(2040) | 49.7 12.6 30.6 276 2.9 6.5 5.8 0.7 -1.7 -2.0
(2050) | 42.8 10.9 26.2 23.7 25 5.6 50 0.6 -1.5 -1.8
(2060) | 37.1 95 22.8 20.6 2.2 438 43 0.5 -15 -1.8
(2070) | 31.5 8.0 19.4 175 1.8 4.1 3.7 04 -1.6 -1.9
(2080) | 27.4 70 16.8 15.2 1.6 3.6 3.2 04 -1.3 -1.6
(2090) | 24.0 6.2 14.7 13.3 1.4 3.1 2.8 0.3 -1.3 -1.6
(2100) | 21.0 54 129 11.7 1.2 2.8 25 0.3 -14 -1.7
(2105) | 19.7 5.0 12.1 10.9 1.1 2.6 2.3 0.3 -1.3 -1.6

Note1) This is the case of Basic scenario, i.e., intermediate fertility, mortality, and economic scenario.
Note2) The number of covered persons is the average value of fisicall year.
Note3) The rate in the column(D) is the averaged decrease rate of three fisical years from 4years ago to 2years ago.

~ o~ ~

Note4) “0.3%” in the column@) is a part of the modifier expressing the increase rate of life expectancy.
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6.2. Financial projection of the EPI and the NP
Table 6.2 shows that the EPI is projected to be in deficits for the first several years and then

turn into surplus until FY2060. After that it is projected to be in deficits again, using the

reserve fund to compensate for the deficits. At the end of the period of financial equilibrium,

the size of the reserve fund is projected to be equal to one-year expenditure. Same tendency is
found in the NP as table 6.3 shows.

Table 6.2 Financial Projection of the EPI (the 2009 Actuarial Valuation)

Contributio Total income @ Total

n rate expentiture @ Balance Reserve at (F) (in 2009 | Reserve
FY (against o @ - @) the end of rices) ratio

annual Contri |Investment| National rﬁnsber.to the year (F)|| P

income) butions | return | subsidy the basic

pension
% JPY in trillion JPY in trillion

2009( 15.704 34.9 23.8 2.1 7.2 35.8 13.1 -0.9 144.4 144.4 4.1
2010 16.058 35.0 24.7 2.5 7.4 36.7 13.5 -1.7 142.6 141.1 3.9
2011( 16.412 36.7 26.2 2.7 7.5 37.8 13.9 -1.1 141.6 141.7 3.8
2012 16.766 38.5 27.6 2.8 7.8 39.2 14.4 -0.7 140.9 141.3 3.6
2013| 17.120 40.4 28.9 3.1 8.1 40.4 15.0 -0.1 140.8 138.3 3.5
2014 17.474 42.5 30.3 3.6 8.4 41.3 15.7 1.2 142.0 135.4 3.4
2015[ 17.828 44.8 31.7 4.1 8.7 42.6 16.3 2.1 144.2 132.5 3.3
2020 18.30 53.3 36.9 6.8 9.4 45.7 18.1 7.6 172.5 140.6 3.6
2025 18.30 59.5 40.8 8.6 9.9| 48.6 19.2 10.9 219.9 158.5 4.3
2030 18.30 66.1 44.5 11.1 10.4 | 52.3 20.5 13.8 284.2 181.0 5.2
2040 18.30 78.5 49.1 16.5 12.8| 67.3 25.5 11.2 417.1 207.5 6.0
2050| 18.30 90.4 54.1 20.2 16.0 | 82.9 31.9 7.5 507.7 197.3 6.0
2060 18.30 101.2 59.8 22.5 18.8 | 97.6 37.6 3.6 562.5 170.8 5.7
2070 18.30 109.6 65.2 22.6 21.71 112.8 43.4 -3.3 561.3 133.1 5.0
2080| 18.30 116.7 72.4 20.3 23.9 | 124.2 47.8 -7.5 502.5 93.1 4.1
2090 18.30 123.9 81.2 16.6 26.1 | 135.6 52.3 1 -11.7 406.4 58.8 3.1
2100 18.30 129.9 90.7 10.3 28.9 | 149.8 57.8 | -19.9 247.2 28.0 1.8
2105 18.30 132.4 96.2 5.8 30.4 | 157.5 60.8 | -25.1 132.4 13.2 1.0

(Notel) This is the case of Basic scenario, i.e. intermediate fertility, mortality, and economic scenario

(Note2) FY2009 prices represent the value converted into the FY2009 level by the wage growth rate.
(Note3) The reserve ratio represents the ratio of the reserve fund at the end of the preceding fiscal year to the

expenditure of each fiscal year.
(Note4) The projection includes the benefits substituted by the Employees’ Pension Funds.
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Table 6.3 Financial Projection of the NP (the 2009 Actuarial Valuation)

Monthly Total income D Total expentiture bulanca | Reserve at ®  |pocorve

FY | contribution rate Contri | Investment | National Transfer to @ - @) the end of || (in 2009 \t‘
(in 2004 prices) butions return subsid @ the basic the year (F) | prices) | "
i - Y pension
JPY JPY in trillion JPY in trillion

2009 14,700 4.8 2.2 0.1 2.4 4.7 4.5 0.1 10.0 10.0 2.1
2010 14,980 4.9 2.2 0.2 2.5 4.7 4.5 0.2 10.2 10.1 2.1
2011 15,260 4.9 2.2 0.2 2.5 4.7 4.5 0.1 10.3 10.3 2.2
2012 15,540 4.9 2.2 0.2 2.5 4.8 4.6 0.1 10.4 10.5 2.1
2013 15,820 5.1 2.3 0.2 2.6 5.0 4.8 0.1 10.5 10.3 2.1
2014 16,100 5.4 2.4 0.3 2.7 5.2 5.0 0.1 10.7 10.2 2.0
2015 16,380 5.7 2.5 0.3 2.8 5.4 5.2 0.2 10.9 10.0 2.0
2020 16,900 6.6 2.9 0.5 3.2 6.1 5.9 0.5 13.0 10.6 2.0
2025 16,900 7.3 3.2 0.6 3.5 6.6 6.4 0.7 16.3 11.7 2.4
2030 16,900 8.0 3.4 0.8 3.8 7.1 6.9 0.9 20.6 13.1 2.8
2040 16,900 9.5 3.6 1.2 4.7 8.7 8.5 0.8 29.9 14.9 3.4
2050 16,900 11.5 4.0 1.5 6.0 | 10.9 10.8 0.5 36.6 14.2 3.3
2060 16,900 13.3 4.4 1.6 7.2 13.0 12.9 0.3 40.6 12.3 3.1
2070 16,900 14.7 4.8 1.6 8.2 | 14.8 14.7 -0.2 40.8 9.7 2.8
2080 16,900 16.0 5.4 1.5 9.1 16.4 16.2 -0.4 37.8 7.0 2.3
2090 16,900 17.3 6.1 1.3 9.9 17.9 17.8 -0.6 33.0 4.8 1.9
2100 16,900 18.7 6.7 1.0 10.9 | 19.7 19.6 -1.0 25.1 2.8 1.3
2105 16,900 19.5 7.2 0.8 11.5] 20.7 20.6 -1.2 19.5 1.9 1.0

(Notel) This is the case of Basic scenario, i.e. intermediate fertility, death, and economic scenario

(Note2) Monthly contribution rate represents the value stipulated in the law. The actual contribution rate is to be
decided by the wage growth rate after the 2004 pension reform.
The actual contribution rate for FY2009 is JPY 14,600.

(Note3) The reserve ratio represents the ratio of reserve fund at the end of preceding fiscal year to expenditure of
each fiscal year.
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