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About the speaker

ASatoshi Fukumoto

AManager, Group Annuities Dept.
AMember of & JSCPA (The Japanese Society of Certified Pension Actuari
AFellow of the Institute of Actuaries of Japan

)

NISSAY

ANippon Life Insurance Company

AThe biggest Life Insurance Company in Japan
AThe asset is over $500 billion dollar
AMore than 100 actuaries
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Agenda
i 9

1. Overview of the Pension system in Japan
2. Introduction of Japanese new Pension
3. Mechanism of benefit adjustment

4. Benefit adjustment issue
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wa  Overview of the Pension system in Japan

- IAA
S AAI

(Number of active participants as of March 2016,

unit : million)
DB DC
CXo) (5.5)

—
Corporate Pension {

Employee Pension EPI(41.3)
Basic Pension NP(National Pension)  (67.1)
~ Spouses | Self Private  (36.9)  Public
. of Private | employed |
@ OCi Y
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im Features of Risk Sharing Pension

AAl
ANo need to recognize PBO/DBO
AFlexible design

DC RS DB
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- Features of Risk Sharing Pension

AAl
AContribution is fixed

AContribution for Risk is required at introduction

AAdjustment of benefits at the time of funding imbalance
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@i The contribution is fixed

11AA
600

Amortization Recalculation

Amortization

Contribution for Risk
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: How to estimate The Risk

HIAA
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AAsset fluctuation risk
t Asset * risk coefficient

ARisk of reduction in expected return

t Increase In liablilities in case the
expected return declines by 1%

O ~0
SECTIONMY MCOLLOQUIUMZ2DTS



el
AEERRAR

- IAA
S AAI

Asset fluctuation Risk

Asset * Risk coefficient

\500 Foreign Stock
\300 * 50% =

Ex)Domestic Bonds :
\500 *5% +

How to estimate The Risk

Risk coefficient*

\175

\300

Domestic
Bonds

Domestic Stock

Foreign Bonds

Foreign Stock

General
account

Short -term
asset

5%

50%

25%

50%

0%

0%

*Coefficients are defined by Japanese simplified standards
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=i How to estimate The Risk

11AA
o

Expected return reduction risk

Increase in liabilities in case the expected return declines by 1%

<2.5%> <1.5%>
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= Mechanism of benefit adjustment 12

- IAA
B AAI

Contribution
for Risk
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o Mechanism of benefit adjustment

- IAA
S AAI

Coefficient < 1 Coefficient = 1 Coefficient > 1
Rsk || >~ 7
Margin 2

PV of

Contri

bution PV of
+ Fund Benefit
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<=0 Benefit in DB

- IAA
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---Expected

""""""""""""""""""""""""" Vs

retirement
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e Benefit in Risk Sharing DB
.\,

retirement

Actual
- = = EXpected

|
|
|
I
- | |
| i
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Mechanism of benefit adjustment issue
JI1AA
AAl

ABenefit amount differs at the time of receiving

—Payment amount depends on the funding situation as at
payment, not the funding situation during employment
(participation?)

AThe upper limit of the reserve is fixed, and the excess is
consumed by the increase in benefits

—Unlike the DB, despite the fact that there is no additional
contribution even when actuarial losses are generated.
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a0 Mechanism of benefit adjustment
'3 (Salary linked)

PV Contibtion
O Risk Margin
J Fund

1 PV Benfit

F N
! .

aesssmse AcCctual

e «» e» Expected
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Suggestion.1
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ACash balance with interest of actual return is better
than salary linked !?

AReason: The actual performance during participation is
taken into consideration !!
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a0 Mechanism of benefit adjustment
[ (Cash Balance)

0 PV Contibtion

0 Risk Margin
O Fund
1 PV Benfit

/

i | [

aesssmse Actual

e «» e» EXpected

—Coeffcientl

e

AL
TY

SECTTUNT U TTGCULLUUUTUMZT

19



Mechanism of benefit adjustment issue
JI1AA
AAl

AThe upper limit of the reserve is fixed, and the excess is
consumed by the increase in benefits

—Unlike the DB, despite the fact that there is no additional
contribution even when actuarial losses are generated. .
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Suggestion.2
i 99
AThe upper limit of the reserve is determined by the

magnitude of the risk. Then, how about increasing the
risk!?

Ain addition to shown in page-91, following factors are
allowed.

-Improvement of mortality rate
-Decrement of withdrawal rateetc...
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e <Recapped> Mechanism of benefit adjustment
'5 (Cash Balance)

O PV Contibtion
O Risk Margin
O Fund

1 PV Benfit

aesssmse Actual

e «» e» EXpected
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a0 Mechanism of benefit adjustment
'5 (Large risk margin)

O PV Contibtion
O Risk Margin
O Fund

PV Benfit

NEcl=2?,

aesssmse Actual

e e» e» EXpected

—Coef‘fciemi
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: Conclusion

l=
AAl
ARiskSharing Pension was introduciedJapan.

AThis Pension has the merits of both DB and DC.

AWe will continue to consider this new pension for
dissemination.

O ~0
SECTIONMY MCOLLOQUIUMZ2DTS



25

/ AR
AEERRL

- IAA
S AAI

Thank you very much for
your attention!

Mall:fukumoto24474@nissay.co.
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