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Abstract

In the “Financial Reports on Public Pension Plans of Japan”, the Actuarial
Subcommittee of the Social Security Advisory Council has evaluated in ‘substantial’ terms
the deviations of the actual amounts of the reserves from the projections made at the time
of the recent actuarial valuations, excluding the deviations attributable to the differences
between the actual and the projected nominal wage growth rates, based on the usual
assumption that both the annual contributions and the benefits are linked to nominal
wage growth rates. However, actual amounts of pensions of current beneficiaries are
indexed to inflation, and some parts of public pensions are indexed to inflation.
Acknowledging that the effects of these portions are not negligible, the Actuarial
Subcommittee showed the deviation analysis in ‘substantial’ terms taking into account the
effects of the benefit portions linked to inflation for the first time in the Financial Report
on Public Pensions for fiscal year 2010. In this paper, we confirmed applying a Trowbridge
model adjusted for public pensions that the usual analysis stands in a special economic
condition and in general the usual analysis should be corrected appropriately, and that the
method employed in the Financial Report on Public Pensions for fiscal year 2010 is largely

sound.
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