
Provisional translation  
Measures directed towards more substantial household assets and stock markets  

More attractive stock markets which offer greater investment incentives for households  

April 1, 2008 

Takatoshi Ito 

Uichiro Niwa 

Fujio Mitarai 

Naohiro Yashiro 

 
 

Careful attention should be given to fluctuations in financial and capital markets in the wake 
of the sub-prime loan problem, which do not allow premature conclusions.  At the same time, 
examining the apparent vulnerability of Japanese stock markets and devising 
countermeasures accordingly will be essential to Japan’s growth strategies. 
While Japanese households have a large amount of financial assets, most of them are 
low-return products and the abundance of households’ assets has not resulted in increases in 
flows of funds.  Accordingly, in order to strengthen stock markets and to promote the supply 
of risk money to growing sectors through more active households’ asset management, which 
will also serve as retirement savings, public policies for creating a more positive cycle should 
be devised.  
 

Current problems  
● Vulnerability of Japanese stock markets  
・ Only a few investors participate in Japanese stock markets for various purposes. (When 

foreign investors begin selling their shares to cover their losses at home or elsewhere, the 
markets tend to see wild fluctuations in share prices due to the absence of good buying 
support.)  

The dividend payout ratio is low, compared with those of European and North 
American companies, and only a small number of investors hold stocks for a prolonged period 
of time, now that cross shareholding practices have declined.  

The number of newly listed firms has sharply dropped mainly due to falls in stock 
prices. 

 



[Reference information]  
The proportion of total shares held by personal investors has been declining four years 

in a row, while the proportion of shares held by foreign investors has increased.  
Fiscal 2006:  Proportion of total shares held by personal investors:  18.1% 

Proportion of total shares held by foreign investors:  28.0% 
Fiscal 2002   Proportion of total shares held by personal investors:  20.6% 

Proportion of total shares held by foreign investors:  17.7% 
 

(2) Low proportions of domestic equities in the asset structure of investment trusts and 
corporation pension funds  
Proportion of domestic equities in the asset structure of investment trusts as of the end of 2007: 

20.4% in Japan 
52.3% in the United States 

Proportion of domestic equities in the asset structure of corporate pension funds as of the end of 
2007 

19.5% in Japan 
48% in the United States 

The dividend payout ratio (Dividend payable/Net profit) of Japanese firms is still low.  
41% for European firms for fiscal 2004 
33% for U.S. firms for fiscal 2004 
23% for Japanese firms for fiscal 2006  

The number of newly listed firms has sharply dropped. 
      121 firms for 2007, 188 firms for 2006, 160 firms for 2005 and 175 firms for 2004 
 

● Features of Japanese households’ financial assets  
・ The proportion of equities/securities in household assets is extremely low.   
Household asset structure as of the end of December 2007  
Japan:  Of the total of 1,545 trillion yen, cash and savings accounts for 50.8%, investment in 
stocks and other amounts invested, 10.7%, investment trust products, 4.7% and insurance products 
and annuity reserves, 26.2%.   
United States:  Of the total of 45.3 trillion dollars, cash and savings accounts for 13.3%, 
investment in stocks and other amounts invested, 29.4%, investment trust products, 14.2% and 
insurance products and annuity reserves, 30.8%.  



・ The proportion of securities in household assets, especially in generations who are actively 

working, is low.  
The proportions of securities in household assets for 2006 

Aged 60 to 69:  18.2% 
Aged 70 or older:  23.4% 
Aged 20 to 59:  10.5%  

 

Recommendations  
The purpose of household savings for many is “providing enough money to live on after 
retirement.”  In addition to the public pension reform, creating an environment which 
facilitates wealth accumulation for retirement is important.  Then, why not create a 
favorable cycle that consists of active wealth accumulation for retirement and the supply of 
risk money, by encouraging personal assets formation including investment in stocks?  It is 
supposed to be better to hold more equities for savings in younger days and gradually 
increase the share of bonds after retirement, since equities will yield more than bonds in a 
long term in spite of their significant price fluctuations.   
The following issues should be examined for fiscal 2002. 
  

 Introducing an investment system 
 that will facilitate personal assets formation for retirement 

 

Currently, opportunities to build wealth for requirement over time largely depend on whether 
one is covered by corporate pension plans or not.  Accordingly, creating an environment that 
offers everyone opportunities to build wealth, regardless of his/her occupation or employer, is 
essential.  
Existing defined contribution pension plans (or Japanese versions of the 401K) should be 
improved to make them available to everyone, regardless of his/her occupation or employer, 
and investment regimes that everyone can take advantage of for retirement should be 
introduced for securing their post-retirement income.   
i)  Increasing employees’ own contributions to defined contribution pension plans  

(Matching contributions)  
Establishing a mechanism where employees can make more contributions to pension plans by 
making the maximum use of the current upper limit of contributions, in addition to employers’ 



contributions.  
 
[Reference information]  
Upper limit of monthly contribution:  46,000 yen  
(23,000 yen for an employee covered by another corporate pension plan)  
Average monthly contribution paid for fiscal 2005:  Approximately 11,000 yen  
 

ii) Expanding the coverage of “individual (or personal)” defined contribution pension plans to 
make them available to everyone, by providing full pension portability for job switchers so as  
to prevent the reduction or loss of pension benefits associated with job changes.   
“Individual (or personal)” defined contribution pension plans should be fundamentally upgraded 
and expanded so that they can reach those* not covered by existing corporate defined contribution 
pension plans.  
(*): “Those” refer to “employees of firms that do not run defined contribution pension plans, 
full-time housewives and public servants.”  

iii) Relaxing the eligibility conditions in terms of age and period of premium payment.  
Expanding the coverage to include working persons aged 60 or older to deal with the graying 

workforce, and reducing or eliminating the combined membership period of “10 years or more” 
currently required for eligibility.   
 

iv) Tax reform  
Examining the consistency of the taxation system as a whole, including taxes on personal 

contributions and taxable distribution (such as tax deductions and allowances, and penalties for 
early cancellation of contract) for upgrading defined contribution pension plans.  
 

2.  Creating an environment that facilitates personal long-term share-ownership 
(1)  Expanding and improving employees’ share-ownership schemes  

While employees’ stock ownership plans, where an employee of a company sets aside a 
predetermined amount of compensation to acquire shares of the company, have been widely 
applied, they should be made more attractive by enhancing incentives for long-term stock 
ownership.  

 

(2)  Providing stock investment trust products easy to understand and trustworthy for 



everyone  
For many personal investors, starting investment in individual stocks is relatively difficult.  

Stock investment trust products should be made truly useful for long-term asset management of 
personal investors, by providing thorough control over stock investment trust products for 
preventing securities firms’ conflict of interests with the firms’ trading on their own accounts.  
 

C. Tax reform  
A taxation system which offers preferable tax treatment on the aggregation of profit and loss 

and gives careful consideration to long-term stock ownership should be devised for facilitating 
household ownership of risk-bearing assets.  


