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A study on administration of pension financing brought in dynamic assumptions
[Using several assumptions per basic rate]

Takashi Shimada
1.The outline of this study

In recent years, environmental changes of portfolio investment such as stock
market slump or protracted low interest rates have a great impact on administration
of pension financing. On the one hand, there is a movement to rationalize business"
management in plan sponsor, so it often takes a long time to determine actuarial
assumptions. An example of a movement is that many employees in older age
groups are supposed to retire in the coming years on the road to corporate downsizing.
Another example is that a company, which was keeping on the payroll past retirement
age over ten years by IT boom, suspended to keep on by IT slump. And another
example is that it is not likely to increase in base pay in the foreseeable future in a
company that had been conducting pay raise for many years. These events foreseen
well in the short term might not go on forever. In addition, interest assumption
commonly select on the basis of expected long-term rate of return, but by setting this
on the basis of not only long but also short-term forecasts, we will be able to meet
the needs to finance a short-term possible shortfall in advance.

In the defined benefit corporate pension plan or employees’ pension fund, plan
sponsor have been making possible to contribute an exceptional premium that must
amortize within a next financial recalculation to finance a possible deficit for the
next. On the other hand, it is considered one of the workable alternatives to set both
long and short-term forecasts as assumptions in advance.

In this paper, to set both long and short-term assumptions will be referred to as
dynamic assumption, and will be intended to test the effectiveness of administration
ofbpension financing brought in dynamic assumptions, by compared not to brought in,

and to analyze the characteristics.
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