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Asset Allocation of Defined Contribution Pension Plan Participants and Impact

of Systemic Transition
Sayuri NISHIDA
Keiko MURAKAMI
Yoshiko NISHIMURA
Abstract

Many participants of a defined contribution pension plan are likely to hold too much
conservative portfolios in Japan, and it is reported to be similar in the U.S. as well. This
participants’ behavior seems to be irrational in the sense that they are investing in the long
term. We investigate whether this may be a temporary problem due to the process of
systemic transition from any other pension plans to a defined contribution type. In other
words, we inquire whether participants of a defined contribution pension plan would
universally invest too conservatively. Our results show that participants’ behavior does
not depend on the value of assets shifted from another type of pension plan. In short, the
irrational investment behaviors of the contribution pension plan participants seem to be a

universal phenomenon.
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