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Progress Report on the Differences in Participants
Investment Behavior between the Corporate and
Individual-type of Defined Contribution Pension Plan

Yoshiko NISHIMURA

Abstract

The Japanese defined contribution pension (DC) scheme has two plan types: the corporate-type is
an employer sponsored non-contributory pension plan, whereas the individual-type is a contributory
pension plan. Participants using the individual-type of DC enroll in the plan themselves, contribute
pension premiums, and invest those premiums in a portfolio of their own choosing. On the other hand,
most participants of the corporate-type plan are forced to join the DC plan, with the majority of the
pension’s premiums contributed by the companies they work for — being deposited in a savings
account. Because of this difference, it is believed that participants of individual-type of DC plan have
higher levels of financial literacy than participants of the corporate-type option. This study aims to
answer the question whether this is this true. An analysis of data show that there is a difference
between the asset mix of corporate-type and individual-type of DC participants. We have also found
that the asset mix of corporate-type and individual-type DC plans differs from that of other private
pension plans managed by institutional investors — e.g., employee pension funds and corporate

pensions.

Keywords : corporate-type of defined contribution pension, individual-type of defined contribution

pension plan, asset mix



