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Households’ Asset Allocation in Japan  

“In Japan, cash and deposits are nearly 60% of assets managed.

The amount of marketable securities and shares is extremely small.”
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Households’ Asset Allocation in Japan  

Source: Bank of Japan
February 26, 2014 3JFSA

Around 80％ of households financial assets go to safe assets.
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Financial Assets by Age

Deposits Insurance Securities Others Total

Average 635 303 179 52 1169
20years 266 26 40 10 342

30years 298 122 77 40 537

40years 355 241 85 62 743

50years 533 344 126 65 1068

60years 811 409 276 43 1539

70years 1035 333 287 52 1707



Households’ Asset Allocation in Japan 
Development of Financial Education in Japan

5

Around 50% choose financial institutions for safety, not for high rate of return.

Source: “Public Opinion Survey on Household Financial Assets and Liabilities (2013),” Bank of Japan.

Reasons behind customers’ choice of financial institution

Others

Simple Financial Products

Easy withdrawal and  
easy to make deposits

Easy to change to cash 
(Liquidity)

Expected High Rate of 
ReturnHigh Rate of Return

Principal Guaranteed

Reliability and Safety of Financial Institution  
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Source: Yoshino & Kaji (2013) Hometown 

Investment Trust Funds, Springer

(Dividends & Interest receipt) / (Income)
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“Japanese are engaging in 

investment, but the fact is that 

their earnings as a 

percentage of income are the 

lowest in the OECD.”  

Japan

Households’ Asset Allocation in Japan (4) 

Need for a change in the way of thinking (from saving to investment)

 For a long time, Japanese were taught to work harder, rather than to think about 

investment.  There has been education at home, schools and work places that 

values hard earned money while easy money was considered unworthy.
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Japan’s Aging Population 

(Millions)
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Source: Ministry of Internal Affairs and Communications.

Population structure of Japan
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Declining Households’ Savings Rate in Japan
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The household savings rate in Japan has been rapidly 

and steadily declining. It is a result of three main factors: 

(1) population aging; 

(2) declining the number of children, and

(3) growing at a low rate of incomes

Households’ saving rate Canada, Germany, Italy, Japan, Korea, Sweden and USA.

Source: OECD Economic Outlook, Volume 2013 Issue 1 - No. 93 -

JAPAN
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Pension Funds’ Asset Allocation in Japan
Long-term Investment & Self Responsibility
１、Lack of long term asset management 

rotates every 2 -3 years

Lack of corporate bond market

2,  Life Insurance and Pension funds

Defined Benefits of Japanese Public Pension

few ratio of 401 K 

Self Responsibility for Asset Allocation

3, Mainly Invested into Government Bonds

Safety and Principal Guaranteed
16
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Compensation & Bonus System of Japan
Conservative Asset Management

１、Even if earnings would be very high 

 bonus is small

２、Fail in Asset management compared with others

 Criticized

３、If everybody performs poorly, no punishment 

Avoid Risks

Refer to Benchmark

Does not seek for higher rate of return

4, Performance based salaryImprove performance
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Financial Education of Japan

1, Secondary School and High School

taught in the courses of “Geography and History”

Many teachers are not graduated from economics

2, Financial education in Japan’s primary school 

are taught at “Home making courses”. 

3, Very few hours are allocated to financial education

4, It is regarded as a shame making money 

by financial investments.  

5, Retiree from financial institutions could teach

financial economics to pupils.
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Development of Financial Education in Japan

Japan’s National Strategies 

used to be:

20

The JFSA organized a study 

group on financial education in 

November 2012

“High-Level Principles on 

National Strategies for Financial 

Education” 
endorsed by the G20 leaders at the 

Los Cabos Summit in June 2012

(a)“Agenda for Finance and Economics 
Education”(2005)

(b) “Financial Education Program”
(2007)

(a) was updated in April 2013 by

“Report of Study Group on 
Financial Education”(2013)

 Main Objectives of Financial Education in this Report

～Toward Fair and Sustainable Society～

1. As a Life skill,  

2.  Encouraging the provision of sound, high-quality financial products

3.  Encouraging the effective use of household financial assets in Japan
20
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Japanese Banking Behavior in a Period of Financial Instability,”

Keio Economic Studies, Vol.45 No.1.
Yoshino, Naoyuki and Tomohiro Hirano  (2011) “Pro-cyclicality of 
the Basel Capital Requirement Ratio and Its Impact on Banks ” 
(Asian Economic Papers, MIT Press, Vol.10,No.2)).



Basel Capital Requirements
Basel III  stricter control

1, Adequate Capital for Banks

2, To keep healthy, enough liquidity

3, SME loans will decline

4, Start-up businesses are difficult 
to borrow 

5, SIFIs (Significantly Important FIs)
22
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Hometown Investment Trust Funds 
Regional financing to Riskier Borrowers

1, Bank Loans to relatively safer borrowers

E-Finance, E-Fund
Banking

Account

Hometown

Investment 

Trust 

Funds

Riskier
Borrowers

Investors

Depositors

Safer 
Borrower

Banking

Account
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Examples of Trust Funds
by Internet in Japan; E-fund

1, Solar Power Panel

2, Japanese Sake (=Japanese wine) 
producers’ fund

3, Forest trust fund 

4, Music trust fund

5, Wind Power Generator

6, Green Finance
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HHometown Investment Trust Funds



Startup Businesses
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Investors
Community Type Infrastructure
Wind power Generator Funds

Japanese Wine Fund

SME Hometown Trust Fund

Local Airport

Agricultural Sector

Large Projects and Professional Investors
Pension Funds

Insurance companies

Mutual Funds



Causes of Japan’s long-term recession

Problem of Vertical IS curve rather than Liquidity trap

Figure: The ineffectiveness of Monetary Policy in Japan 

Source: Yoshino and Sakakibara (2002).
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YOSHINO and AOYAMA (2014, 2015)



R = π + τ + ε

28.87 10.70 2.45 15.72

R = π + τ + ε

28.19 3.29 9.86 15.04

R = π + τ + ε

28.19 1.33 11.82 15.04

R = π + τ + ε

27.8 -0.26 13.41 14.65

Gross return on 
investment

Net return of  
individual  
investors

Sales  
Charges

Trust 
Remunerations

No transaction 
during the 
period

Switching funds 
every 2.9 years

Switching funds 
every 2.5 years

Switching funds 
every 2.0 years

Period  2000.1 ～ 2013.12

A0=100

π: At-A0

Longer term Investment achieves higher rate of return
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Purpose of holding mutual funds (Survey 2014)
USA     (i) 91% Retirement

(ii) 49% Reduce taxable income
(iii) 49% Emergency

Japan   (i) 36.7% No specific reason, 
Recommended by retailers

(ii) 30.4% Prepare for after retirement
(iii) 17.7% Asset Diversification

Period of holding mutual funds
(Survey USA2004,JPA2014)

USA     42%    Longer than 10years
27%    6 to 10 years
27%    1 to  5 years

Japan   40.7%  No specific period
21.0%  3 years- 5 years
14.8%  2 years- 3 years



Future Direction of Mutual Funds
1, Professional Investment by Asset Managers

2, When domestic market is not well performed,

invest into overseas’ market

3, To collect overseas’ information  

4, Performance based fee

Create incentive to make money by investors

5, long term asset allocation

6, Increase rate of return, 

efficient use of labor, capital and technology

7, Performance based wage rate and work longer

8, Create incentives to improve productivity 
38
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