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under the New Population Forecast in 2006
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Abstract

This study focuses on whether or not the financial status of public pension fund of
Japan maintain safe, how risk factor such as inflation rate, real growth rate of labor
income, and the portfolio choice affects the sustainability of the pension fund, when we
consider the new population forecast published from IPSS in 2006. The financial status
of the pension fund under the new population forecast deteriorates compared to the
simulation result based on the previous population forecast. The ratio of pension asset
to the expenditure is estimated to be 1 or 2 times worse. Investment result will affects
the pension fund status more than the fluctuation of the birth rate in mid-term future.
The choice of portfolio may improve the financial status. However, it is very difficult to

improve the substitution rate by the choice of investment strategy.
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