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is the system through 

which the participant him/herself selects investment products 
and grows his/her assets in preparation for post-work living.
It seems difficult to make proper investment decisions….
Many people may have that kind of impression about investments.
This guidebook is designed to help you deepen your understanding of the 
investment process step by step from selecting investment 
products suitable for you to reviewing your investment portfolio.
Moreover, the guidebook has been written in an 
easy-to-understand explanation for those who are not 
familiar with the investment world.
It also provides detailed information for those 
who want to deepen their understanding even more. 
Obtain knowledge on investment and use it not only for the defined 
contribution pension plan, but also for your asset formation.
Now, take a step into the world of investing!

How To Use This Guidebook

Welcome to the World of Investing!
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■Tax benefits (investment)
DC pension plans come with various tax 
benefits. As part of these benefits, interest 
on and dividend from investment, as well 
as profit on sales are not taxable during 
the investment period.

* Although accumulated assets under the DC 
pension plan are taxable under a special 
corporation tax and corporate inhabitant tax, 
the taxation is currently suspended.

C h e c k C h e c k

For principal guaranteed investment products, you can earn 

the predefined interests. For investment trusts, the return 

increases/decreases depending on the fluctuations in net 

asset value per unit.

Image of return by investment product

¥

Receive periodic
payments

Receive as
a lump sum

Investment continues until the 
receipt procedure is completed.

❸ Benefit

Investment period (with tax benefits)

Participate After turning 60

¥
¥

¥
Your future

pension value
depends on your

investment
product’s

performance.

●Under a DC pension plan, investment products are purchased with the contributions (principal).
●For principal guaranteed investment products (insurance and bank deposits), your asset will 

increase based on interests, etc.
●For investment trusts, your asset will increase due to a rise in price (net asset value per unit); 

however, the asset may decrease in value due to a drop in net asset value per unit.
● If the asset has increased/decreased in value above/below the original contributions (principal), 

the difference is profit/loss.
Both an increase and decrease in amounts are referred to as the “Return”.

* In case of a redemption before maturity, the 
principal could be reduced depending on 
the investment products.

Investment Trust

Investment products

Principal Principal 

Profit

Increases when net asset value per 
unit has risen

Increases based on interests

Decreases when net asset value per 
unit has dropped

Principal Principal 

Invest
Principal Principal 

Profit

Invest

Invest

¥00000 ¥00000 ¥00000 ¥00000

¥00000

Principal Guaranteed Investment Product
(Insurance products and bank deposits)

A return
will tell you
if your asset

has increased
or decreased.

For normal financial 
products other than those 
for DC pension plans, 
investment profits are 
taxed at a rate of 20%.

* Special income tax for 
reconstruction from the Great 
East Japan Earthquake is not 
included in this calculation.

When the contribution of 10,000 yen per month is invested for 30 years
(investment yield: 2%)

Partici-
pate

30years
later

Principal
3.6 mil.yen

Approx.
4.6 mil.yen
When taxed

Taxes

Return Return

Principal Guaranteed
Investment

Product

Return

Investment
trust A

Investment
trust B

Time

Upon Starting to InvestChapter 2
Basics of

Asset Management
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a DC pension plan changes depending on the 
investment performance results of your 
contributions.

What exactly does “invest” mean?Why is investment required in DC pension plans?

It means to purchase an investment products 
for the purpose of increasing one’s assets.Point

Contri-
butions

Contri-
butions

Contri-
butions Loss on

investment

Total
contribution Accumulated

pension
assets 

Investment
profit

Principal

Loss

Profit

Sales charge for investment products does not incur in DC pension plans.

When you make investment decisions, always bear in 
mind your investment horizon as future benefits will 
vary depending on the performance of the investments 
you made over time through contributions.

An investment products is purchased for the purpose of 
investment. The profit or loss generated as a result of 
investment is called the “Return”.

Summary Summary

¥
i

¥
i di

¥

■Receive the pension asset 
on and after turning 60.

❶ Contributions

■Make 
contributions on 
a regular basis

❷ Investment

■Select your investment 
products by yourself and 
invest the contributions

Approx.
4.9 mil.yen

When not taxed

Point

Loss Return

UChapterChapter 222
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Section

Explanation

Summary

Question

Details

Basics

Understanding Investment Products
An explanation is given to help your understanding of 

each item.

This is the section for those who want to deepen their 

understanding even more. 

Although this section may contain 

professional/technical terms, explanation is given in an 

easy-to-understand manner to the full extent possible. 

Please read this section as well.

The structures and features are explained for each 

type of investment product.

Please read this section when you select your 

investment products.

The basic information is provided here:

Question  →  Explanation  →  Summary

Please read these points first, 

Tips and related information are 

also available.

The defined contribution pension plan

Related
Information
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Bankruptcy
of Lehman Brothers
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■Diversification of Asset Class in the Portfolio
●This is a simulation of annual return rankings among concentrated investment in domestic/foreign 

equities or bonds and diversified investment in 4 asset classes (25% investment in each class).

●The table shows that diversified investment in 4 asset classes is ranked at third place in most 
years, compared to other assets with changing ranks. You can see that diversification of asset 

classes led to more stable returns by offsetting price fluctuations of each asset.

Source: Japanese Equities: TOPIX (dividend included), Foreign Equities: MSCI-Kokusai (in JPY, without dividends) 
Japanese Bonds: Nomura BPI (Overall), Foreign Bonds: FTSE World Government Bond Index (ex Japan, in JPY)
4 asset classes: Invest 25% each in the 4 asset classes: Japanese Equities, Foreign Equities, Japanese Bonds and 

Foreign Bonds
Period: 2012 - 2022 (April - March of the following year)

The calculation is based on index data that show market price fluctuations rather than focusing on specific products. 
Investment-related expenses and taxes are not included in the calculation.

Annual return rankings for each asset class

■Long-term investment + diversified investment 
(diversification of asset classes + diversification of time)

This simulation is conducted for the combination of long-term investment and diversified investment 

based on the past records.

The period of drastic market change is included in the simulation.

●The principal was eroded for both Japanese equities and 4 asset classes due to a plunge in stock 
market in 2008. However, assets started to grow with the recovery in the stock market.

●Price fluctuation for diversified investment in 4 asset classes remains stable with smaller range 
of fluctuation compared to that for investment in domestic stocks alone.

◆This chart is created for informational purpose only by Sompo Asset Management Co., Ltd. and is not intended as a solicitation 

of an investment.

◆This chart is created based upon information that Sompo Asset Management Co., Ltd. considers to be reliable, but they do not 

guarantee its accuracy or thoroughness.  

This information is prepared only to provide information for making investment decisions and is not intended as a recommendation 

of a specific investment style or product nor as a solicitation of an investment.   Information contained here is valid at the time of 

creation and may be changed without prior notice.  Furthermore, the information does not guarantee changes in future market 

conditions.

■Time Diversication (Regular Investment)
Dollar Cost Averaging
●The method by which a specific amount of money is invested in the same investment product 

on a regular basis in specific diversified timings is called the “dollar cost averaging” method.

●You can gain profit if you are able to buy low and sell high (purchase when the NAV is low and 
sell when the NAV is high), however, it is very difficult even for investment professionals to time 

the market.As the dollar cost averaging method invests the same amount of money regularly, the 

purchase unit price can be leveled off.

● In DC plans, time diversification is ensured as participants contribute a fixed amount on a 
regular basis to purchase the same products each time.

In the dollar cost averaging 
method, a small number of units 
are purchased when the net asset 
value per unit rises, and a large 
number of units are purchased 
when the net asset value per unit 
drops. As a result, as shown in this
example, average purchase price is 
lower than the case where the fixed 
number of units are purchased.

Price

Time

NAV
(per 10,000 units)

Average Purchase Price
(per 10,000 units)

Fixed
Amount

11,000 10,80012,00010,0009,500

10,000

10,000

12,500

10,000

10,000

8,333

10,000

10,000

9,259

10,000

10,000

9,090

10,000

10,000

10,000

10,000

10,000

10,526

10,000 10,80011,00012,0009,5008,000

No. of Units

Money invested
No. of Units

Money invested
Total

60,000

60,000

59,708

61,300

8,000

10,049

10,217

Dollar Cost
Averaging

Lower
cost

[Long-term investment] Investment period of 20 years.The investment period includes the years around 
2008, when a major market fluctuation took place as a result of the Lehman 
Brothers bankruptcy.

[Diversification of asset class] Diversified investment in 4 asset classes of Japanese Equities, Foreign 
Equities, Japanese bonds and Foreign bonds

* The calculation is based on index data that show market price fluctuations rather than focusing on specific products. 
Investment-related expenses and taxes are not included in the calculation.

[Diversification of time (regular investment)] Reserve 10,000 yen every month

Price fluctuation
(4 asset classes)

Price fluctuation
(Japanese Equities)

Asset amount 
(Japanese Equities)

Asset amount 
(4 asset classes)

Period when asset amounts went below 
cumulative contribution amount

Price fluctuation when January 2004 is defined as “100”
Asset amount

(Japanese
Equities)

Approx. 6.23
million yen

Asset amount
(4 asset
classes)

Approx. 4.63
million yen

Cumulative
contribution

amount
(Principal)

2.4 million yen

400

300

200

100

600

500

400

300

200

100

0
Jan.2004 Jan.2007 Jan.2010 Jan.2013 Jan.2016 Jan.2019 Jan.2022

Price
fluctuation Asset amount

(10,000yen)

Price fluctuation
(Japanese Equities)

Asset amount 
(Japanese Equities)

Cumulative contribution amount 
(Principal)

Price fluctuation
(4 asset classes)

Asset amount 
(4 asset classes)

Know
the

Details

Long-term Investment・
Diversification of Investments

Investment period of 20 years (January 2004 to December 2023)

Price fluctuation when January 2004 is defined as “100” (left axis), and increase in asset value when 10,000 yen is 

reserved every month (right axis)

Source: ●Japanese Equities: TOPIX(dividend included), Foreign Equities: MSCI-Kokusai (in JPY,without dividends) 
Japanese Bonds: Nomura BPI (Overall), Foreign Bonds: FTSE World Government Bond Index (ex Japan, in JPY)
●4 asset classes: Invest 25% each in the 4 asset classes (rebalanced based on the above indicis monthly at the 

month end).

(in JPY)

1

2

3

4

5

28.0%

18.6%

15.5%

15.0%

0.6%

30.7%

22.7%

17.1%

12.9%

3.0%

5.4%

▲3.1%

▲5.6%

▲10.8%

▲11.5%

2012 2013 2014 2015 2016 2017 2018 2019

14.7%

12.0%

5.9%

▲1.2%

▲4.5%

15.9%

8.5%

4.8%

3.2%

0.9%

2020

7.1%

3.0%

2.0%

1.9%

▲5.0％

5.5%

▲0.2%

▲4.0%

▲9.5%

▲12.8%

53.9%

42.1%

23.1%

3.9%

▲0.7％

2021 2022

23.8%

6.6%

2.5%

2.0%

▲1.2%

5.8%

0.2%

▲1.0%

▲1.7%

▲2.9%

Japanese
Equities
23.8%

4 Asset
Classes
18.2%

Foreign
Bonds
18.2%

Foreign
Equities
26.2%

Japanese
Bonds
3.7%
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Balanced

■Product Structure
An investment vehicle that is made up of a pool of funds collected from many investors. The 
professional manager (management company) uses the money to invest in equities, bonds, 
etc. An investment trust is also called a “fund.”

■Categories by Asset Class

For example, diversified investment through purchasing various equities requires a sizable sum 
of money. An investment trust invests a sum of money gathered from many investors, and thus 
can conduct diversified investment even though each individual’s invested amount is small.

This is an investment method in which a fund invests in other types of funds.Under this method, an 
appropriate combination of a variety of funds offered, not only by the same management company but by 
different companies, are wrapped into one fund. The specialists choose and combine funds with different 
risk characteristics, therefore the effect of diversified investment can be expected. Asset management fees 
for the underlying funds will also be borne by the participant indirectly.

Fund of funds method

This method invests in an investment trust called the “mother fund,” rather than directly investing in 
equities, bonds and the like. As shown by the name of “mother,” this investment method collectively 
invests amounts gathered in investment trusts (baby funds) of the same management company. As a 
result, diversified investment can be conducted efficiently by reducing costs.

Family funds method

■Image

■Risk and Return in Asset Class

Dividends, profits/losses on sales

The roles of sales, investment and management of assets are clearly separated in an 
investment trust, and the management company (investment trust management 
company) does not hold assets.
The assets are managed as trust assets by a trustee (trust bank, etc.) separately from 
those of the trust bank, etc.  Even if the trust bank goes bankrupt, the assets will be 
protected at market price. However, the amount of loss from investment is out of the 
scope of protection. 

Asset protection

●Definition of the term “dividend”:
Part of a profit derived from investing may be returned to the investors. This is called a “dividend”. When dividends 
are paid in a DC plan, they will be automatically reinvested in the same product (purchasing the same product).

Pooled Money

Professional
manager

Investment Results

Asset Classes

Investors

Investment Trusts (Fund)

Funds

Dividends

Proceeds
on Sales

The professional manager uses the pooled money
to invest in equities, bonds, etc.

Equities

Bonds

Investment Trust Management Company

The risk/return profile varies depending on asset classes. For instance, regarding investment 
trusts investing in foreign equities, risk and return profile of funds investing in the developed 
countries differs from that of funds investing in emerging countries.

Risk HighLow

Balanced

Foreign Bonds
Focus mainly
on Developed

Markets

Foreign Bonds
Focus mainly

on Emerging Markets

Japanese Bonds

Japanese
Equities

Foreign Equities
Focus mainly
on Developed

Markets

Foreign Equities
Focus mainly

on Emerging Markets

● Invests in Japanese equities
Includes large-caps, mid-small caps, and small-caps

● Invests in foreign equities
Includes equities of developed countries and emerging markets

Japanese Equities

● Invests in Japanese bonds
Includes the Japanese government bonds, municipal bonds and 
corporate bonds

● Invests in foreign bonds
Includes bonds of developed markets and emerging markets

Foreign Equities

Japanese Bonds

● Invests mainly in both Japanese and foreign equities 
and bonds shown above
The investment is conducted with a balanced combination of 
these asset classes.

Foreign Bonds

● Invests in J-REITs (real estate investment trusts)

● Invests in foreign REITs (real estate investment trusts)

Funds

Dividends . Proceeds on Sales

Asset Classes

Equities

Bonds

Investment Trusts
Mother fund

Investment Trusts
Baby fund

Investors

Funds

Dividends . Proceeds on Sales

Investment Trusts
Baby fund

Investors
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Structure and Features of 
Investment Trusts

Chapter 7
Understanding

Investment Products

Investment Trusts

Types of Investment Trusts
Chapter 7

Understanding
Investment Products

Investment Trusts

¥
¥

¥

¥
¥

¥

¥

Expected return

See page P.52

J-REITs

Foreign REITs

J-REITs

Foreign REITs
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Learn
the basics

Select
Investment
Products

Grow
your assets

Deepen your
understanding
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