Understanding Your COLA

A Guide for Service Members in Japan

Seeing a decrease in your paycheck is always frustrating, especially when it comes to your Cost of Living
Allowance (COLA). Recently, you may have noticed your COLA dropping. This isn't a penalty or a budget
cut—it is a direct result of the U.S. Dollar getting stronger against the Japanese Yen.

Here is a simple breakdown of how COLA works, why it is changing, and what it means for your wallet.

What is Overseas COLA?

The Overseas Cost of Living Allowance (OCOLA) is a non-taxable allowance designed to offset the higher
prices of goods and services overseas.

The Goal: To ensure that a Service Member stationed in Japan has the exact same purchasing power as a
Service Member stationed in the continental United States (CONUS). It is meant to keep things fair,
ensuring you don't lose money just because you are stationed in a more expensive area.

The Dollar vs. The Yen

Your COLA in Japan is heavily tied to the exchange rate between the U.S. Dollar (USD) and the Japanese
Yen (JPY).

Right now, the U.S. Dollar is very strong, and the Japanese Yen is weak. This means that for every U.S.
Dollar you spend off-base, you get more Yen than you used to.

Why Does a Strong Dollar Lower My COLA?

Because your dollars now buy more Yen, things off-base are effectively cheaper for you.

The Ramen Example:

Imagine a bowl of ramen from an off-base restaurant costs 1,500 Yen.

e Past (Weaker Dollar): If the exchange rate is 100 Yen to $1, that bowl of ramen costs you $15.00.

e Present (Stronger Dollar): If the exchange rate is 150 Yen to $1, that exact same bowl of ramen now
only costs you $10.00.

Because goods and services off-base are now cheaper for you in U.S. Dollars, the Department of War

doesn't need to give you as much extra allowance to match the cost of living in the CONUS. As the

exchange rate goes up (meaning a stronger dollar), your COLA goes down.

The Bottom Line

It can be discouraging to see the COLA line on your Leave and Earnings Statement (LES) go down.

However, it is important to remember that your actual purchasing power hasn't changed.

The military adjusts your COLA so you aren't losing money while stationed overseas, but the allowance is

also adjusted so that you aren't making an accidental profit off of currency fluctuations.

e When the Yen is strong, the DoW pays you more COLA to protect your wallet.

e When the Dollar is strong, the DoW pays you less COLA because your dollars already go much further
off-base.

Questions about your pay? Look up your COLA rate online. Always feel free to reach out to your chain
of command or the local finance office for help reviewing your LES.
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https://www.travel.dod.mil/Allowances/Overseas-Cost-of-Living-Allowance/Overseas-COLA-Rate-Lookup/
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