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DB/DC split 2022 (Asset Size) Bartram (2017)
Japan o : Corporate Postretirement Benefit Plans
and Real Investment
Netherlands 95 5
Management Science
UK 81 19
Canada 57 43 Studying the role of postretirement plans for real
investment in an international context is interesting
_ and important because defined-benefit postretirement
United States 99 69 plans are often more frequent and are economically
more important outside the United States. At the same
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(Source) Willis Towers Watson (2023), Global pension assets study 2022.
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Jin, Merton & Bodie (2006)

Do a Firm's Equity Returns Reflect
the Risk of Its Pension Plan?”

Journal of Financial Economics
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Corporate Pension Funding Policy (GZF and/or 1831)

Journal of Financial Economics
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Petersen (1994)

Cash Flow Variability and Firm's
Pension Choice:
A Role for Operating Leverage

Journal of Financial Economics
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upon the total contributions and investment performance of the assets. Since
defined benefit and defined contribution pensions make different promises to

workers, the theoretical an iri

exclusively on labor market considerations. The role of finance has been largely
ignored. This paper attempts to fill the gap. I first provide a theoretical explana-

tion of why the financial side of the firm is important in its pension plan choice,
and then present empirical evidence that supports this hypothesis.
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Anecdotal Evidence

“Companies cannot commit to building new plants, launching new research projects or hiring new

employees if that cash is needed to fund pensions.”

— Glen A. Barton, Chairman and CEO (Caterpillar Inc.)

(New York Times, 22 June 2003)
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Rauh (2006)

Investment and Financing Constraints: Evidence
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from the Funding of Corporate Pension Plans

Journal of Finance

The point estimates are of the order of a $0.60—$0.70 decrease in capi-
tal expenditures per dollar of mandatory contributions (MCs), compared to
investment—cash flow coefficients of around $0.10. I show that the investment
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Rauh (2009)

Risk Shifting versus Risk Management: Investment RHARR(C 1L, PRESDHERANESHD
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AMZITOTVWDERIRTESDN, TNIFEREMICIEIA How Does the Funding Status of Defined
Ak & (Inside Debt) IIC &k SEEFE (e.g., Ippolito,1985).  Benefit Pension Plans Affect Investment

. AR OBREE|IENWICESHMBERYIFEIREEIC Decisions of Firms in the United States?
FTRE CEENRBETEES %R (e.g., Chaudhry Journal of Business Finance & Accounting
et al., 2017),
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In Good Times and in Bad: Defined-Benefit
Pensions and Corporate Financial Policy

Journal of Corporate Finance
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Bartram (2017)

Corporate Postretirement Benefit
Plans and Real Investment

Management Science
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Goto & Yanase (2013)

Financial Flexibility and Tax Incentives:
Evidence from Defined Benefit Corporate
Pension Plans in Japan
Geneva Papers on Risk and Insurance

- Issues and Practice -
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Figure 1. The share of DB plan sponsors without externally-funded pension plans.
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Goto & Yanase (2016)

The Information Content of Corporate
Pension Funding Status in Japan

Journal of Business Finance & Accounting

This paper proposes a new channel through which a firm’s pension funding status
predicts its operating performance and stock returns. While most existing studies focus
on the effects of large pension deficits on the firms’ prospective growth through loss
amortization and mandatory pension funding requirements (e.g. Franzoni and Marin,
2006; Rauh, 2006; Franzoni, 2009; and Nakajima and Sasaki, 2010), we hypothesize
that, in the absence of strictly enforced pension funding requirements, a firm’s
pension funding status signals the management’s private information about the firm’s
operation. This is because DB plan sponsors face a trade-off between tax benefits and

TEFTHERIL, £EEDEENICERRE
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Goto & Yanase (2021)

Pension Return Assumptions and o (PEDFHEREREICHVT, DBEEICETDIIRT
Shareholder-Employee Risk-Shifting S Lr )2 99RIAIDEESDI VYT 1 THBHT
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Goto & Yanase (2021) - Main Findings
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Goto & Yanase (2021 ) - Discussion
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Goto & Yanase (2023)

Corporate Governance and
Shareholder-Employee Risk-Shifting:
Evidence from Corporate Pension Plan
Sponsors

Finance Research Letters
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