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Chapter 1: Necessity of Reform 

 

1. Why Is Reform Necessary? 

   Japan’s public pension funds have a critical role to play as giant asset management players 

entrusted with the people’s financial assets, with reserve funds under the Employees Pension 

Insurance scheme and the National Pension scheme alone amounting to 150 trillion yen. 

The fundamental mission of public pension funds is to perform their fiduciary duty to the 

insured people (who pay contributions) and recipients. Japan’s public pension fund system is 

not structured in ways to enable pension funds to accomplish this fundamental mission 

smoothly, however, thus undermining the efficiency of the management of pension reserve 

funds. 

   The Government Pension Investment Fund (GPIF), an incorporated administrative 

agency responsible for the administration and management of reserve funds of the 

Employees’ Pension Insurance scheme and the National Pension scheme, is single-handedly 

and collectively undertaking the huge task of administering and managing reserve funds 

totaling as much as around 150 trillion yen. The GPIF is unable to make management in an 

efficient manner because it is unrivaled in size in the world as a fund managing pension 

reserves in financial markets, and because it faces a variety of institutional constraints, which 

are not necessarily rational, on its management activities. 

   For example, strict restrictions are imposed on management activities and other matters 

under the GPIF’s medium-term plan in accordance with the requirements for incorporated 

administrative agencies in general. This obscures responsibility regarding the management of 

public pension reserve funds. Asset managers responsible for investing such reserves are 

supposed to make management faithfully and in a prudent manner as a management 

professional so as to perform their duty to the beneficiary who entrust assets to the pension 

scheme. Under the current system, however, it is not clear where such fiduciary duty lies. 

   Moreover, maintaining the diversity of the portfolio is essential to risk diversification; 

however, it is vulnerable to changes in the investment environment and possibly fails to 

diversify the risk because its present management is not necessarily diversified. 

   Moreover, the huge amount of assets handled by the GPIF makes it difficult for the 

organization to make management in a flexible and agile manner. 

   As public pension reserve funds are valuable assets entrusted by the people, it is 

problematic from the viewpoint of the fiduciary duty to the insured of the pension schemes 

and recipients that asset management under many constraints are wiping out the profits that 
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could have been raised. It should be avoided to lose people’s opportunity benefit on a vast 

scale by this approach. The fundamental principle of asset management is to make 

management in a manner suited to the nature of the funds invested. From the viewpoint of 

dealing with inflation risk, heavily leaning toward domestic bonds has weakness. It is 

essential for the GPIF to properly perform its fiduciary duty toward efficient management 

based on the appropriate mix of risk and return. 

The issue of the balance between social insurance benefits and contributions is outside the 

scope of our study: nonetheless, we would like to point out that an improvement in the return 

on management of public pension reserve funds will possibly help to increase benefit payouts 

(which will mean a higher “income substitution rate” 1 ) and/or reduce the burden of 

contributions in the future. Therefore, reforming the management of public pension funds is 

an urgent task critical to enhancing the sustainability of Japan’s social insurance system. In 

order to implement the reform quickly, the direction of the reform should be decided before 

Review of the 2009 Actuarial Valuation of the Public Pension Plans. 

 

2. Problems Relating to Management by GPIF 

   The purpose of the reform is to increase the return on management of public pension 

reserve funds within the risk tolerance approved by nationals by enhancing the governance of 

public pension funds management. This means that we should seek to secure a sufficient 

amount of funds for the payout of benefits by satisfying the fiduciary duties through investing 

public pension reserve funds based on an optimal portfolio and increasing the return on 

management while keeping up with the evolution of the financial and capital markets in and 

outside Japan, so that the insured and recipients can feel secure.  

   The most efficient mix of risk and expected return is called the efficient frontier. In order 

to readjust the asset allocation in a way that the portfolio under the efficient frontier moves to 

a point on the frontier, in other words, to increase the expected return without raising the risk 

level, it is necessary to implement measures such as (1) enhance the governance, (2) optimize 

the size of the management fund by cutting into small lots, (3) expand the target of 

management vehicles covered by the portfolio. The current system of the GPIF has several 

problems as described below especially the problems which is related to governance  

 (i) Governance 

    Under Japan’s public pension fund system, there is a complex web of interests involving 

parties other than the insured and recipients (which is referred to as the “agency 
                                                  
1 The ratio of pension benefits payable to recipients to the income of insured in working-age. 
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problems”), obscuring the responsibility regarding the management performance and 

making it difficult to properly perform the fiduciary duty. 

    For example, the process of drawing up a medium-term plan for the GPIF’s asset 

management is complex and rigid, which deprives the organization of the ability to make 

management in ways to flexibly and promptly respond to movements in the global 

financial and capital markets, thus undermining management performance. The Policy 

Asset Mix, i.e. the asset allocation ratios that must be maintained in the long term are 

also specified in the medium-term plans drawn up in accordance with the requirements 

for incorporated administrative agencies in general. Under this policy, when the ratio of a 

certain asset category exceeds a prescribed permissible range of deviation, the GPIF 

must rebalance its portfolio through the sale of relevant assets or other measures so as to 

maintain the target weighting of the policy asset mix (Table 1). The medium-term plan is 

drawn up and approved every five years based on deliberations by the GPIF’s Investment 

Committee 2 , and the approval process for the plan involves consultations between the 

Minister of Health, Labour and Welfare, and the Minister of Finance and hearings with 

the Evaluation Committee for Incorporated Administrative Agencies. This cumbersome 

process makes it difficult for the GPIF to flexibly adjust the asset allocation in response 

to changes in the financial market condition. 

 (Table 1) GPIF’s Policy Asset Mix 

 Domestic 
Bonds 

Domestic 
Stocks 

Foreign 
Bonds 

Foreign 
Stocks 

Short-Term 
Assets 

Target weighting 67％ 11％ 8％ 9％ 5％ 
Permissible range 

of deviation  ±8％ ±6％ ±5％ ±5％ － 

 

(ii) Organization of the funds 

Like other incorporated administrative agencies, the GPIF is obligated to reduce 

personnel and operational costs every year, 3  which makes it difficult to recruit 

management professionals with world-class financial expertise and maintain a high 

standard of management administration. 

  (iii)Size of the fund 

 The GPIF cannot establish flexible and efficient asset management system because it is 

charged with the task of single-handedly administering and managing assets totaling as 

                                                  
2 The current medium-term plan covers the four years from fiscal 2006, when the GPIF was established. 
3 Under the medium-term plan for fiscal 2006 to 2009, reduction of at least 4% is required in both personnel and operational 
costs over the period. 
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much as 150 trillion yen.  

(iv)Investment Vehicles 

The GPIF allocates 67% of its asset to domestic bonds in accordance with the policy 

asset mix requirements. The Pension Fund Association, i.e. the third-tier private sector 

pension fund for people who changed jobs, for example, allocates 36.4% to domestic 

bonds (as of the end of fiscal 2006) 4 . The ratio of GPIF’s investment in domestic bonds 

is higher in comparison with other pension organizations. 

  In addition the investment vehicles covered by the GPIF’s portfolio is limited to 

domestic and foreign bonds, domestic and foreign stocks and short-term assets. The 

narrow scope undermines opportunities to increase the return on management and pursue 

risk diversification. Many cases can be found in developed countries such as Canada, 

Sweden, France and Ireland, where the public pension funds are managed and the 

portfolios of them include alternative investments such as real estate and commodity 

futures as an effective means of risk diversification 5 . The constraints imposed on the 

GPIF deprives the beneficiary of the benefits they should have enjoyed thanks to the 

evolution of financial techniques sweeping through the world. As a result, it is possible 

that there are opportunity losses. 

 

To solve such problems, it is necessary to enhance governance and to properly perform 

fiducially duty. 

Moreover, it is necessary to review the combination of expected return and management 

risk on the efficient frontier. Until now, although medium- to long-term targets for the 

management return set on the basis of the pension actuary have been revealed, sufficient 

explanations have not been provided as to management risk tolerance.  

   From the above-mentioned viewpoint, it is necessary to show both target return and risk 

tolerance in a straightforward manner with fully providing to the public the information on 

basic theory such as that the diversification of investment vehicles should contribute to 

increasing return and/or reducing risk. 

 

3. Vision of Reform 

The management returns achieved by public pension funds abroad have consistently 

                                                  
4 As of the end of fiscal 2006, the Pension Fund Association allocated 36.4% of its asset to domestic bonds, 27.5% to 
domestic stocks, 11.0% to foreign bonds, 21.9% to foreign stocks and 3.1% to other asset classes. 
5 In addition to real estate and commodity futures, there are other countries of which public pension funds invest to various 
investment vehicles such as private equities and hedge funds. 
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outperformed the average market return over a long period of time and risk diversification of 

these funds are excellent as the funds have adopted innovative approaches regarding 

institutional governance and management methods for the purpose of maximizing profits for 

the insured and recipients 6 . 

Japan’s public pension reserve funds should introduce a full range of best practices 

pursued by such successful public pension funds around the world in order to establish 

governance suitable for the largest pension reserve funds in the world totaling ¥150 trillion 

and achieve efficient asset management. These reforms will enable to increase the return on 

management under the same risk level, which will enhance people’s affluence by capitalizing 

the global growth, through the enhanced soundness of pension finance, increase in pension 

benefits and reduction in pension contribution in the future. 

The spin-off effects can be also expected. First, it will attract asset managers with a global 

competitive edge to Tokyo, thus increasing the depth of Japan’s financial and capital markets. 

If the scope of investment vehicles by public pension funds is diversified to include 

alternative investment products, it will contribute to the development of markets for such 

products. Second, management on profitable businesses will help to enhance the productivity 

of the Japanese economy as a whole. Regarding the aspect of shareholder, public pension 

funds are expected to play an important role in enhancing the corporate governance in Japan 

by fully performing their fiduciary duty as institutional investors. 

In any case, national discussion is indispensable toward these reforms because the 

resources of the public pension funds are insurance which insured are compulsorily levied. 

 

 

Chapter 2: Proposal to Enhance the Governance 

 
   In order to enhance the governance of the public pension funds and enable the funds to 

make management more efficiently, we propose that the organization of GPIF should be 

radically reformed targeting the new pension management organization as follows as a 

concrete policy option. 

 

1. Clarification of Mission as Pension Fund Management Organization 

The primary objective of new pension fund should be to maximize management return 

                                                  
6 Federal Old-Age, Survivors, and Disability Insurance (OASDI) of the U.S. has reserve fund totaling around 200 trillion 
yen and invests the whole asset to non-marketable treasury bonds. 
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within the people’s risk tolerance under solid governance, from the viewpoint of maximizing 

the interests of the insured and recipients in accordance with its fiduciary duty, on the 

condition that a sufficient amount of financial resources for the payout of pension benefits 

over a long term be secured.  

Therefore, the new fund should set appropriate risk tolerance in its management policy 

with due consideration for the temporal matching of investment fund and pension benefits 

(Pension ALM: Pension Asset Liability Management).  Under this condition, the new fund 

should make clear the management policy of increasing the efficiency of its asset 

management by taking appropriate risks while giving due consideration to safety.  

  Foreign institution shows a variety of examples the way to assign missions to public 

pension fund management organizations. For example, in the countries like Canada, the 

government sets a target management return for the pension fund management organization 

and evaluates the organization’s performance at an interval of several years 7 . In this case, the 

pension fund management organization has the discretion to build its portfolio. In other 

countries such as Norway, the government sets a rough framework of the portfolio. In Sweden, 

meanwhile, various funds are urged to compete with one another in management performance, 

without particular management restrictions. These examples can be references. 

  Decisions on asset allocation and the selection of external asset managers should be made 

entirely from the viewpoint of professional expertise, and policy-related considerations should 

be excluded in principle. 

However, from the viewpoint of the social responsibility of the public pension fund 

management organization, external asset managers and investment vehicles deemed to be 

inappropriate should be excluded from the selection and decision-making process. 

 

2. Governance: Ensuring Independence and Professionalism, Transparency and 

Accountability 

   Since a public pension fund management organization is entrusted by the people with their 

valuable assets, it must be a fair-minded, efficient organization capable of fully performing 

the fiduciary duty. Therefore, the new fund must establish a solid governance system. 

As the GPIF is currently organized as an incorporated administrative agency and is 

encumbered by requirements such as mandatory annual cost reduction, it is impossible to 

                                                  
7 In Canada, the Minister of Finance sets a target investment return (annual rate of 4.2% in real terms) for the Canada 
Pension Plan Investment Board (CPPIB), the public pension fund management organization, and evaluates the investment 
performance relative to the target at an interval of five years. The CPPIB has the discretion to decide its portfolio as it sees fit 
to achieve the target investment return. 
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ensure flexible organizational operation necessary for efficient asset management. In order to 

enable the recruitment of financial experts within and outside Japan, and to ensure efficient 

asset management, it is important to establish the new fund as an organization with a high 

degree of independence with accountability to the public. To establish it as authorized 

corporation with independence like the Bank of Japan can be an option. 

Government should determine the target investment return and risk tolerance, and present 

them to the new pension fund. The new pension fund owes fiduciary duty to accomplish the 

target investment return under the risk tolerance with independence and expertise. 

The new fund should establish board of directors which determines important matters 

common to all funds. The government appoints the persons with asset management expertise 

and with ability to verify the organization’s compliance from the viewpoint of social mission 

to the board members (directors). 

Moreover, it is important that the new fund ensures the higher transparency 8  through broad 

disclosure and adequately fulfils accountability by explaining its asset management results to 

the Diet with submitting annual reports and by undergoing periodic audits and inspections. In 

addition, it is essential to engage in proactive public relations to enhance the people’s 

understanding. Public meeting in Canada can be a good reference in this regard. 

With regard to the appropriateness of the organization’s internal control system, inspections 

should be conducted same as those for private-sector asset management organizations. 

 

3. Split of Management Funds 

   The GPIF boasts a huge pool of public pension reserves of ¥150 trillion, which is 

unrivaled in size around the world. Because it is responsible for administering and managing 

such vast fund single-handedly and collectively, it faces a variety of constraints in making 

investment. In order to avoid such a “negative economy of scale” and increase investment 

efficiency, it is necessary to examine the merit and the demerit of the single-handed 

management and to consider splitting the entire pension fund assets into several independent 

investment funds. 

In case of split, the investment fund (mother fund) of the new fund should be split into 

several funds (baby funds 9 ), the size of which is optimal for efficient management in the 

                                                  
8 Some countries proactively disclose items such as the companies’ name whose shares are included in the portfolio, the 
number of shares held and salaries for staffs. 
9 The world’s biggest pension fund management organizations such as the Government Pension Fund-Global of Norway, the 
ABP of the Netherlands and the California Public Employees' Retirement System (CalPERS), except the GPIF, handle 
pension reserves of over ¥20 trillion to ¥30 trillion. Therefore, this size may be used as a reference when the pension reserve 
is divided into several funds. 
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future. The mother fund and the baby funds should establish their respective management 

committees and compete with one another in higher transparency and accountability and 

straightforward manner of information providing as well as management performance within 

the people’s risk tolerance. 

As a first step toward such future system, it should be considered the establishment of new 

baby funds which is independent of the mother fund taking over the existing portfolio. When 

these baby funds have achieved certain performance, the reform should move on the next 

stage, in which the number of baby funds may be increased and the amount of each funds’ 

reserves may be expanded with due consideration of the availability of recruiting asset 

management experts and the improvement of asset management capability. 

 

4. Organization of the New Fund 

 Regarding the organizational structure of the new pension fund, in case of split, a board of 

directors responsible for decision making on important matters for entire organization should 

be established and management committees responsible for making specific management 

decisions should be set up at the mother fund and each baby fund. 

The board of directors should exercise governance over the whole organization by making 

decisions on important matters common to all funds, such as a basic management policy, rules 

for conflicts of interests, a code of ethics, an operational plan for the entire organization and a 

guideline for the performance evaluation of managers and employees, and by  

appointing/dismissing members of each fund’s management committees and managing risks 

concerning the organization’s entire portfolio. With regard to the risk management for the 

entire portfolio, the allocation of authorities among the board of directors and management 

committees of each fund should be clarified. 

It should be ensured that each fund can allocate assets flexibly and promptly in response 

to changes in the market environment, determine the scope of in-house management and 

select external asset managers at its own discretion under the supervision of its own 

management committee. 

The authority over the appointment/dismissal of personnel of each fund should belong to 

the board of directors and management committee of each fund, not to the government.   

Regarding the appointment, the qualifications for managers and employees should include an 

adequate level of expert knowledge and skills and ability to make decisions in a fair manner 

under the independence. Moreover, it is important to secure a sufficient number of experts for 

the asset management division in particular and to enable them to exercise their management 
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expertise under the supervision of the management committee. 

 

5.Qualification and Treatment of Directors, Managers and Employees  

   The new fund should fully pursue a personnel management policy suited to a specialized 

asset management organization, and widely recruit talented asset management professionals 

with expert skills and knowledge as well as experiences. Given the importance of ensuring the 

diversity of its staff, the recruitment of foreign experts should not be ruled out. 

   In order to recruit and retain talented experts, it is important to grant to asset managers a 

broad management mandate and adopt a compensation system comparable to the ones that are 

in place at private-sector asset management organizations with global operations. An 

appropriate level of incentive salaries should be offered. 

   Meanwhile, in light of the new fund’s status as a public fund management organization, its 

directors, managers and employees should be deemed to be public officials if and when a 

criminal penalty is applied to them in bribery and other criminal cases. As a code of conduct, 

ethics guidelines suited to the operation of the new pension fund are necessary to be 

established by the board of directors. 

 

6. Asset Management from Long-Term Perspective and Performance Evaluation 

   The fundamental principle of asset management is to make management in a manner 

suited to the funds invested. Since there is little short-term cash needs with regard to public 

pension fund reserves, management of such reserves should be made from a long-term 

perspective. In this respect, it is important to make clear to the public the management 

philosophy of pursuing high returns and risk diversification from a long-term perspective.  

   Also, it is necessary to diversify management on a global scale and take advantage of a 

full range of management opportunities, including investment in emerging countries. In doing 

so, it is important to consider investing in alternative investment vehicles such as real estate, 

commodity futures from a long-term perspective. Regarding management in stocks of 

individual companies, public pension funds should not be involved in the management of the 

companies concerned. However, the funds should play a certain role in enhancing the 

corporate governance of Japanese companies from the viewpoint of performing its fiduciary 

duty. 

With regard to the institutional framework for asset management, it is important to 

facilitate the sharing of information for the purpose of enabling prompt decision-making and 

to make active use of high-quality external resources by taking advantage of the large size of 
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the funds. In this regard, it is essential to select and supervise external fund managers based 

on expert knowledge. 

  The management performance of individual funds should not be judged on the basis of 

short-term results but should be evaluated from a medium-term perspective, on the basis of 

results achieved over a five-year period, with their management return target to be used as the 

main evaluation benchmark. For the portion of profits gained in excess of the target within the 

prescribed risk tolerance limits, an appropriate level of incentive fees should be paid.  

   On the other hand, funds whose management performance is poor must be strictly held 

accountable, with the dismissal of governors, managers and employees to be considered as an 

option. 

 

Chapter 3: Other Issues 

 

1. Issue of Relocation to Kanagawa Prefecture 

   In accordance with a cabinet decision 10  made in 1988 where the Pension Welfare Service 

Public Corporation, the GPIF’s predecessor, was determined to relocate, the GPIF is due to  

relocate to Kanagawa Prefecture by the end of FY2008 under the existing law for the 

establishment of the organization. However, it should be noted that the activities of the GPIF 

are quite different from those of the former Pension Welfare Service Public Corporation, 

which was engaged in the management of “Greenpia” and other welfare facilities, and 

welfare-related operations for workers such as providing loans. 

   What is more, the approach of across-the-board relocation was not applied to government 

affiliated financial institutions in the cabinet decision. As the mission of the public pension 

fund management organization is to make management efficiently with a vast pool of pension 

reserves, access to cutting-edge financial information and accumulation is critical to its 

activities.  

For this reason, relocation to Kanagawa Prefecture planned in FY2008 should be stopped 

immediately. If it is to be relocated anywhere, the organization should be moved to a site 

where the financial institutions are concentrated, such as Nihombashi or Otemachi in Tokyo 

contributing to the enhancement of Tokyo’s function as a global financial center. 

 

2. Establishment of Overseas Office 

                                                  
10 “Regarding the Relocation of Central Government Administrative Agencies, etc.” (Cabinet Decision based on Multi-Polar 
Patterns National Land Formation Promotion Law, July 19, 1988) 
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   In order to take advantage of global economic growth to increase the return on 

management by diversifying investment on a global scale, it is essential to establish overseas 

offices. Foreign public pension funds have examples to actively facilitate global management 

with overseas offices in global financial centers such as New York, London or Shanghai. The 

new fund should establish several overseas offices in order to secure access to cutting-edge 

information and facilitate global management. 
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Supplement 

 

1. Developments after the First Report 

   Expert Committee on Reforms Addressing Globalization compiled the first report 

“Enhance Growth by Utilizing the Energy of Grobalization” in May 2007 based on a study 

made by the Working Group on Financial and Capital Markets with proposals for the 

establishment of truly competitive financial and capital markets in Japan.  

   Most elements of our proposal were incorporated in “Economic and Fiscal Reform 2007” 

and have been implemented or are under consideration, as they were in shape for “The Plan 

for Strengthening the Competitiveness of Japan's Financial and Capital Markets” compiled in 

December 2007 by the Financial Services Agency, which holds comprehensive measures 

including (1) market infrastructures such as exchanges (“field”), (2) financial institutions and 

institutional investors (“players”) and (3) market surveillance (“umpire”). 

   We welcome the development by this plan as an important step toward strengthening the 

competitiveness of Japan’s markets. Meanwhile, we strongly hope that the relevant 

organizations make efforts and quickly act with regard to the matters delivered with little or 

no progress such as the improvement in the management of public pension reserve fund, 

liberalization of listing of commodity futures on exchanges, the unification of laws 

concerning exchanges, and the establishment of courts that specialized in handling financial 

affairs. 

 

2. Prompt and Steady Implementation of the Plan for Strengthening the Competitiveness 

of Japan's Financial and Capital Markets 

In order to improve the competitiveness of Japanese financial and capital markets, it is 

necessary to enhance competitiveness of “field,” “player” and “umpire” respectively. 

The Plan for Strengthening the Competitiveness of Japan's Financial and Capital Markets 

includes a broad range of “field”-related measures such as allowing a broader line-up of 

products by the introduction of ETFs (exchange-traded funds) investing commodity futures, 

etc., fostering vibrant transactions among professionals, increasing the type of securities on 

which disclosure in English is permitted, and eliminating the so-called PE (permanent 

establishment) risk to attract foreign fund managers to Japan’s markets. The plan also 

contains important measures related to “players” and the “umpire,” such as review of the 

firewall regulations among banking, securities and insurance businesses, sharing principles 

with the industry through dialogue, and enhancing the transparency and predictability of 
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regulation and supervision through the No Action Letter System, etc. The organizations 

concerned should make sure to implement these measures promptly and steadily.  

In particular, concrete plan for the establishment of a framework for alliances among 

financial instruments exchanges and commodity exchanges should be quickly examined, so 

that a conclusion can be reached by the end of 2008 for immediate implementation. It is also 

important to strengthen the functions of the Securities and Exchange Surveillance 

Commission (SESC). Although we welcome the decision to raise the maximum amount of the 

surcharge, we would like to call for further efforts to strengthen the quasi-judicial function of 

the SESC. 

We hope that the bill for amendment of the Financial Instruments and Exchange Act will 

be enacted at an early date so that the measures included in the Plan for Strengthening the 

Competitiveness of Japan's Financial and Capital Markets can be implemented promptly. 

 

3. Sound Development of Securitization Products Market 

   Securitization products in general have been under the intense, critical scrutiny of the 

public since the occurrence of the subprime mortgage loan problem in the United States, as 

the problem involves financial products developed on the basis of securitization of mortgage 

loans provided to people with relatively low levels of creditworthiness. However, we should 

not allow the problem to deter us from taking advantage of securitized products but learn 

lessons from that, carry out reform and soundly develop the market for such products.  

   Securitization contributes to broadening means of fund-raising, efficiently diversifying 

risks, increasing the diversity of the portfolio and reducing trading costs. Securitization thus 

enhances the credit creation capability of the financial and capital markets and serves as an 

important tool for strengthening the competitiveness of the Japanese markets. 

   In order to soundly develop the market for securitization products, it is necessary to 

enhance and improve information disclosure and risk management by financial institutions, 

regulation and supervision by the authorities including monitoring, and credit rating methods 

used by the credit rating agencies. In this respect, the Financial Services Agency and other 

relevant organizations should be actively involved in discussions at international 

organizations such as the International Organization of Securities Commissions (IOSCO) and 

the Financial Stability Forum (FSF), and quickly proceed with an examination on the 

establishment of necessary institutional frameworks. 
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Bonds 25%

Domestic 
Stocks 9%

Foreign 
Stocks 53%

Others 12%
(Private equities, etc.)

(private equities, real estate, 
inflation indexed bonds,  

infrastructure, etc.)

(real estate, private equities, 
commodity futures)

(inflation indexed bonds,  
alternative investment)
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Domestic 
Stocks 16%

Strichting Pensioenfonds (ABP) 
(Netherlands)



-20%

-15%

-10%

-5%

0%

5%

10%

15%

20%

2002 2003 2004 2005 2006 2007

Japan:
Reserve Funds of the Employees'
Pension Insurance and National Pension

Canada:
Canada Pension PlanSweden:

National Pension
Funds(AP1-4)

Norway:
Government Pension
Fund-Global

Average Annual Returns
(2002～20071)

Canada          9.1%
Sweden          6.9%
Norway         4.6%
Japan　　　  　 2.9% *
 

（*average returns of market

investment are 4.3%)

Average Annual Returns of Selected Public Pension Funds

1

 

Apr 2002 –

 

Dec 2007 for Japan and Canada, 2002-2007 for Sweden and Norway

Source: Financial Report on Public Pension System FY2006, Ministry of Health, Labour and Welfare, Japan(GPIF’s

 

3rd

 

Quarterly Report for FY2007) and 
Website of each public pension fund 
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Solid Governance
Independence

Professional Management

Proposal for Reform

increment

The new fund’s
mother fund

Baby fund 1

Mother fund

Mother fund

Baby fund 1

Baby fund 2Baby fund 1

150 trillion 
yen

First Stage

Split into 20～30 trillion yen

Establish new baby funds after 
several years

Baby fund 3

Baby fund 2

Baby fund 2

Baby fund 3 Baby fund 4

increment

Second Stage

Third Stage

10~20 trillion yen

10~20 trillion yen10~20 trillion yen
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