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Total fertility rate hit 1.25 in 2005 and new projections are taking into account 
a falling birthrate
Life expectancy at birth reached 81.9 years and continues to move higher

Total fertility rate and life expectancy at birth of Japan
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Declining Birthrate, Ageing Population (2)
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Old-Age Dependency Ratio (Japan)

Source: United Nations, World Population Prospects, 2006 Revision
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Japan’s public pension system is reaching “maturation” due to a declining 
birthrate and growing elderly population
Total expenditure of public pension funds are likely to exceed total revenue 
by 2050

Source: Ministry of Health, Labour and Welfare

Fiscal outlook for Employees' Pension Insurance

-10

-5

0

5

10

15

20

2005 2010 2015 2020 2025 2030 2035 2040 2045 2050 2055 2060 2065 2070 2075 2080 2085 2090 2095 2100

Revenues (100mil.JPY)

-100

-50

0

50

100

150

200
Reserve (100mil.JPY)

Balance of revenues

Reserve at the end of fiscal year

Public Pension Crisis in Japan



6

1) Reform of the public pension system
Pension reserves were invested in public infrastructures and 
government debt
In 2000 - changes towards market-oriented investments

2) Defined Contribution (DC) pension scheme
Introduced in 2001, now with 2.5 million subscribers
Although still small in size, continuous growth of subscribers would 
lead to further promotion of investor education

3) People’s awareness of the crisis
Life time financial plan and wealth management by oneself
From savings to investment

Measures Taken
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From Savings to Investment

Individuals shifting from savings to fund products

Source: The Investment Trusts Association, Japan
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Rapid Expansion of the Fund Market

Fund sales channels continue to expand
Japan Post – largest network in the country

Banks

Sales of investment trusts by Japan Post and banks, etc.

-

50,000

100,000

150,000

200,000

250,000

300,000

350,000

400,000

19
99

11

20
00

05

20
00

11

20
01

05

20
01

11

20
02

05

20
02

11

20
03

05

20
03

11

20
04

05

20
04

11

20
05

05

20
05

11

20
06

05

20
06

11

20
07

05

MMF
bond funds

equity funds

Source: The Investment Trusts Association, Japan and Nomura International (Hong Kong) Limited



9

0 300 600 900 1200
0

10

20

30

40

50

60

70

80

90
(female)

03006009001200
0

10

20

30

40

50

60

70

80

90
(male)

(thousands)

(age)

Japanese Population Pyramid

*As of 2005
Source: National Institute of Population and Social Security Research

Retirement of Baby Boomers

2 million people per year 
will face retirement age 
from 2007

Estimated retirement 
grants would level to 85 
trillion yen during 
FY2007-2011



And in the rest of Asia…
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Birthrates in Singapore and Korea are similar to that of Japan

While Hong Kong’s birthrate is lower than that of Japan, China’s birthrate is 
also declining

Source: Department of Economic and Social Affairs, United Nations Secretariat

Total fertility rate of Asian countries
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Life expectancy at birth in Hong Kong is similar to that in Japan

Asians are living increasingly longer lives

Source: Department of Economic and Social Affairs, United Nations Secretariat

Life expectancy at birth of Asian countries
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Old-Age Dependency Ratio (Asia)
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With Asia as a whole also seeing a declining birthrate and growing elderly 
population, we expect a region-wide pension fund problem in the near 
future.

China has separate pension systems for urban and rural areas. Urban 
pension funds have financial problems. 

Although China launched a defined contribution pension scheme for 
companies in May 2004, employees have no say over the products.

Pension funds in Korea are also facing financial problems — the World 
Bank expects instability of pension fund programs within 15-20 years.

Korea is increasing risk assets in its pension fund portfolio.

Taiwan also introduced a defined contribution pension scheme in July 2005.

Public Pension Fund Problem in Asia
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New business opportunities 
for the Asian fund market?
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