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Abstract

We investigate a funding and investing strategy of a corporate defined benefit pension plan, considering
not only accrued benefit but also future benefit that is supposed to be vested in employee after working
for a long time. Since the pension is managed in such a condition that employee works for a long time,
this consideration is important.

The solution shows that the longer way off the retirement is, the more risk is taken, which enables the
sponsor to reduce the expected loss of contributions. Using a simple model, it is shown that the feature
that future contributions are under control of the sponsor leads to such a solution that is a common
practice in pension plans.

And by simulation, it is observed that the solution tends to make the sponsor hold enough assets for
the accrued benefit. This is because the contributions are inclined to be accumulated before the accrued

benefit increases.
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