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The Draft of Labor Pension Act propased by Council of Labor Affairs
includes two major types of pension plans: defined benefit pension plans

(Supplementary Annuity System) and defined contribution pension  plans

(Individual Account System). In this article we analyze the forward contract
values of the Supplementary Annuity System. Under the conservative investment
strategy, our numerical results indicate that the forward contract values of the
Supplementary Annuity System (1) are positive for all labors, (2) increase as the
standard deviation of the return of the pension fund increases, (3) increase when
the pension fund increases investing in risky assets, (4) are positively correlated

crowth

with the rate of anmuity payment, the expected life after retirement, the ¢
rate of the individual labor’s salaries, and the growth rate of all labors salaries.
(5) are almost not affect by the unemployment rate, the standard deviation of the
individual labor’s salaries, and the standard deviation of all labors’ salaries. Our
results imply that a rational labor will choose the Supplementary Annuity System
and the Supplementary Annuity System will become financial deficiency. We

finally discuss the policy implications and suggest possible changes to the

Supplementary Annuity System.
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