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Population by age

Source: U.S. Census, 2014. J.P. Morgan Asset Management

Based on mid-year 2014 population estimate, ordered by size of 40-59 age group. Total fertility rate is the average number of children born per woman over their natural life time
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Elderly dependency ratios

Source: World Population Prospects: 2012 Revision, United Nations
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Perceived threats to financial security in retirement

Source: Natixis 2014 Global Survey of Individual Investors

Note: Multiple selections allowed
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The global investor lacks knowledge and a plan

% without a plan to reach financial goals

Annual income needed to live comfortably in retirement Financial goals and plans

% with little to no knowledge

37%

29%

33%

29%

38%

55%

Global US UK Latin
America

Europe Asia

68%

54%

60%

74%
76%

71%

Global US UK Latin
America

Europe Asia

Source: Natixis 2014 Global Survey of Individual Investors
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The global retirement market

Funded asset distribution, 2012 ($bn, USD), US = $23.6T, Global = $19.6T

DC & DB Assets; split projections as of 2010 with 2012 data- Source: https://www.kpmg.com/GR/en/IssuesAndInsights/ArticlesPublications/Documents/defined-contribution-pensions.pdf

Mutual Funds- Source “Other”: The Cerullli Report, Global Markets 2013, Growth in a Flat World 

Data Labels >$200bn

3:1 Ratio

Auto-enrollment 

introduced Oct ‘12 with 

majority of DB schemes 

now closed to new 

employees

Annuity requirement 

planned to be 

eliminated April ’15 

which opens the door 

for income drawdown 

solutions

Introduction of the 

Premium Pension Institute 

(PPI) in 2011 has been a 

gateway to a larger array of 

providers while allowing for 

greater mobility for the 

participant

Pension benefits 

have exceeded 

premium revenues 

for 5 years; DC is 

largely government 

run 

Following US trends, 

default contributions must 

be elected to a  MySuper

product with all prior 

default contributions 

(~80%) to be transferred 

by July 2017

Disbursement 

mentality continues 

towards lump sum; 

opportunity for post 

retirement solution
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Investment 

markets

Many dimensions influence successful investing

The analytical 

perspective:

Homo 

economicus

Efficient market

The practical 

experience:

Behavioural 

economics

Inefficiency

Multiple sources of communication and media

Commerce, conflicts, confidence and Black Swans

*) Customer perspective



Key Challenges….

 The Irrational Investor

 Culture Clash

 The Unintended Consequences of Regulation

 Product Innovation: Simplicity vs. Behaviorally-Engineered 



Investor confidence varies

Divergence between focus on retirement saving and investment time horizons

Hong Kong

44% 3yrs

Taiwan

58%
2.8yrs

Japan

40%
4yrs

S. Korea
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Switzerland
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USA

67%
6yrs

Spain

42%
3yrs

Italy

29%
3.3yrs

Indonesia

54%
3.8yrs

Singapore

41%
4yrs

% who are prioritizing 

retirement saving in 2014

Average investment time 

horizon in years

Brazil

28%
3.4yrs

Russia

16%
3.5yrs

Source: Schroders Global Investment Trends Report, February 2014.



Contribution Low level of maximum contribution  Corporate (where the only corporate pension is a DC plan): ¥51,000 

monthly

 Corporate (where both DB and DC plans are offered): ¥25,500 monthly

 Individual (employees without a corporate pension): ¥23,000 monthly

 Individual (self-employed, etc.): ¥68,000

Restrictions on employee 

contributions

 Restricted to no more than the employer contribution.

Eligibility Limited eligibility  Employees at a company with a DB plan but without a DC plan cannot 

participate in an individual DC plan. 

 Government employees cannot participate. 

 Category 3 insureds (non-working spouses) cannot participate. 

 With some exceptions, persons aged 60 and older cannot participate.

Early 

withdrawals

Severe restrictions on withdrawals 

before age 60

 The only withdrawals allowed are upon the death or disability of the 

participant and from inactive participants who had been contributing no 

more than three years and have assets of no more than ¥500,000.

Special 

corporate tax

Sunset provisions on special 

corporate tax suspension for 

sponsors

 The special corporate tax suspension expires in March 2017. 

 If the tax is reinstated, it will result in a tax on assets in both DC and DB 

plans.

Investment 

instructions

Too much dependence on deposits 

and insurance products

 Over 60% of DC plan assets are invested in low-risk, low-return vehicles.

Major Issues for DC Plans in Japan

Why DC Plans in Japan Doesn’t Penetrate? 

Source: Nomura Institute of Capital Markets Research



Unreached Goals of Japan’s Retirement Savings

Source: Nomura Institute of Capital Markets Research, based on materials from the Association of DC Plan Administrators 

Number of DC Plan Participants and DC Plan AUM in Japan Allocations of DC Plan (Corporate Type) Assets 
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DC Assets: Right
Axis

Participants: Million DC Assets: Trillion JPY

(As of End of March)

Deposits
38.3%

Insurance
20.6%

Domestic 
Equity Fund

12.0%

Domestic 
Bond Fund

5.2%

Overseas 
Equity Fund

6.2%

Overseas 
Bond Fund

4.2%

Balanced 
Fund

12.0%

Other
1.5%

Note: As of March 2013



 On termination of the reduced tax rate from 20% to 10% imposed on income gains and capital gains of listed stocks 

etc. at the end of 2013, NISA was introduced in January 2014. 

 Residents in Japan who are over 20 years old are able to open NISA accounts. Dividends and capital gains from 

invest in listed shares, stock investment trusts. Etc. are tax-exempt. 

 The upper investment limit of NISA is one million yen per year (accumulated base:5 million yen).

Case Study: NISA (Nippon Individual Savings Account)

What is NISA?

Outline of NISA

Who is eligible? Anyone who lives in Japan and is at least 

20 years old.

How much can be 

invested?

A maximum of ¥1 million (approx. 

US$10,000) a year can be invested in a 

NISA up to ¥5 million (approx. US$50,000) in 

total.

(Unused portion of maximum ¥1 million 

investment of each year cannot be carried 

over to following years)

What income is 

exempt from tax?

Dividends and capital gains from 

investment in listed shares, stock 

investment trusts, etc. through a NISA.

Where can a NISA 

account be 

opened?

It can be opened at securities firms (for 

investing in listed stocks, stock 

investment trusts, ETFs and REIT) and 

banks (only for investing in stock 

investment trusts).

How long is the tax-

exempt period?

5 years at longest. After the 5 year period, 

the investor can hold onto the asset and 

invest up to ¥1 million yearly under the NISA 

scheme. Thus the scheme offers a total tax-

exempt duration of up to 10 years.

How many NISA 

accounts can be 

set up by one 

person?

Only one. When can the assets 

held in the NISA be 

sold?

Any time. However, if the assets are sold 

before the tax-exempt period of five years is 

over, the portion of tax-exempt capital used 

to purchase the assets cannot be reused 

within that period.

Source: NICMR based on materials from Japan Securities Dealers Association



NISA Account Holders Profile: By Age and Investment Experience

Analysis for NISA Account Holders (As of March 2014)

 The number of NISA accounts (at brokerage firms) exceeded 4.2 million only for 3 months since NISA 

formerly started. If including NISA accounts at banks, around 5 million participants seem to have 

started. 

 However the retired consists more than 60% of account holders. Also the inexperienced investors 

only consist 11.2% of NISA users.      

Note: The survey was conducted in March 2014 only for NISA investors with broker-dealers. Figures  in parentheses indicate the percentage of inexperienced investors of each age 

group. Source: NICMR based on the survey by Japan Securities Dealers Association
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Additional Questions
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