


 I am Mitsuhiko Uehira, President and CEO of Kampo.
 Thank you for joining us today.
 I would like to start with our management strategy, and then hand over to our 

Managing Executive Officer, Nobuyasu Kato, to give a financial update.
 Please turn to page 2.
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 As this is my first presentation since I was named as President and CEO of 
Kampo, let me start with a brief introduction of myself.

 I joined Tokio Marine & Fire Insurance in 1979, where I engaged in corporate 
strategy, and marketing and sales strategy in the planning department as well 
as business promotion as Office Manager of Miyazaki Branch and other 
positions.

 Since joining Kampo in June 2013, I was primarily in charge of product 
development and sales planning department for four years, and I assumed the 
current role in June this year.

 Following our privatization in 2007 and listing in 2015, Kampo has been 
implementing reforms for future growth and development, in which I was 
involved as one of management teams.

 My mission as new President and CEO of the company is to accelerate and 
advance our reforms on a foundation of our achievements until today, through 
which we boost the value of the company further.

 As a member of Japan Post Group, Kampo will continue collaboration with 
Japan Post Co. to maximize the interests of our stakeholders. 

 Moving to page 3, I will give an overview of our management strategy.
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 On this page, I would like to discuss our key challenges and my strategies.
 As you know, Japanese life insurance companies are facing difficult business environment, notably by the 

historically low interest rates, rapidly aging society and falling birth rates.
 To pursue further growth, we think that the three key initiatives are crucial: 1) to pursue customer-first 

business operations; 2) to achieve sustainable growth; and 3) to maintain sound business operations. These 
initiatives will constitute the basis of our next medium-term management plan.

 The first initiative of pursuing customer-first business operations means to provide a sincere and careful 
description of our insurance policies and make sure that customers fully understand the policy when they 
buy an insurance policy.

 We aim to improve the quality of our sales activities further, as well as to improve customers’ convenience 
at all of our operations.

 Second, to achieve sustainable growth, we will make every effort to reverse the decreasing trend of policies 
in force by developing new products that address customer needs, while we also focus on our sales 
capability of protection-type products and cooperation with Japan Post Co. 

 Our initiative to strengthen sales of protection-type products to meet customer needs has recently been 
paying off and more contracts are being purchased in conjunction with policy rider, which is nearing 90% of 
total new policy.

 The third initiative of maintaining the sound business operations is an indispensable prerequisite for 
providing a life insurance policy, a product that serves a customer throughout his/her lifetime.

 We will maintain the soundness of business operations through appropriate enterprise risk management 
(ERM), while promoting the diversification of our assets based on asset liability management (ALM).

 To ensure the implementation of these initiatives, we will continue investing in human, system and other 
resources, and going forward, we will plan the details in the next medium-term management plan.

 Please turn to page 4.



 On this page, I would like to explain our product strategy to cope with the low interest 
rate environment.

 As our counter measures to the rapidly declining market interest rates, we stopped 
selling part of our educational endowment insurance products and lump-sum payment 
term annuity contracts in June 2016, and subsequently made two revisions to 
insurance premiums.

 We reduced the assumed rates of return for our basic insurance policies from 1.5% to 
1.0% in August 2016 and from 1.0% to 0.5% in April 2017.

 At the same time, we also revised the assumed rates of mortality and occurrence of 
illness to minimize the increase in insurance premiums resulting from the lowering of 
assumed rates of return. As a result, we performed comprehensive revisions so that 
the overall profitability of products is secured.

 In October 2017, we started selling three new products that had been approved as new 
business under the Postal Service Privatization Act.

 These products can better serve customers with protection needs, and will fit with the 
operating environment of aging population and the prolonged low interest rates. We 
will market these products to our customers with plain explanation to carefully address 
their protection needs.

 Please turn to page 5.
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 I will explain the current status of policies in force.
 Annualized premiums from policies in force for individual insurances at the end of 

September 2017 decreased slightly from the end of the previous fiscal year, but the 
declining trend has slowed down.

 Due to the promotion of products that focus on customers’ protection needs, 
annualized premiums from policies in force for medical care maintained the same level 
as the end of the previous fiscal year, contributing to improved profitability.

 We will continue to acquire high-quality policy contracts primarily through making the 
most of the new medical care riders launched in October 2017, and will aim to return to 
growth phase.

 Please turn to page 6.



 Lastly, let me explain the financial results for the first half of this fiscal year.
 On financial accounting-wise, ordinary profit increased by ¥61.0 billion mainly due to the 

improved results of capital gains and losses, reflecting stable market conditions.
 Net income increased by ¥8.7 billion mainly because the provision for reserve for 

policyholder dividends decreased due to an increase in non-participating riders.
 Ordinary profit and net income have been well on track to achieve the full-year forecasts.
 From economic value point of view, the embedded value (EV) and the value of new 

business improved significantly.
 In particular, the improvement in value of new business reflects our effective handling of 

changing business environment such as by revising insurance premiums flexibly in 
response to the negative interest rate policy.

 In the second half, we will continue to strengthen product sales, focusing on protection-
type products, thereby securing profits and stable shareholder returns.

 We are encouraging everyone in the company to have active discussions across divisions 
and positions to identify and fix problems.

 I am committed to implement reform measures. We greatly appreciate your ongoing 
support.

 With that, I’ll hand over to Nobuyasu Kato, our Managing Executive Officer, for the 
financial update. 
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 I am Nobuyasu Kato, Managing Executive Officer of Kampo.
 I will explain the financial results for the six months ended September 30, 2017.
 Please turn to page 8.
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 This is an overview of our consolidated financial statements.
 Reflecting the declining trend of policies in force, the amount of insurance premiums 

and others, and the balance of total assets have been declining, but at a slower pace 
recently.

 Ordinary profit increased by ¥61.0 billion year on year, due to decreased investment 
expenses.

 Net income has remained stable reflecting accumulation of policies in force under the 
new category, which are the policies acquired after our privatization and have 
relatively high profitability.

 Please turn to page 9.



 Next, I will explain the status of new policies.
 Annualized premiums from new policies for individual insurances declined 26% year 

on year to ¥208.9 billion mainly due to the revisions of insurance premiums in July 
2016. There were last minute demands ahead of the revisions last year, which also 
widened the results compared to the first half of this fiscal year.

 Annualized premiums from new policies for medical care increased 7.4% year on year 
to ¥27.9 billion, hitting a record high for a first half period.

 For the second half of the fiscal year, we will continue to focus on further sales 
expansion by reinforcing the promotion of products that focus on customers’ 
protection needs, including the launch of new medical care riders.

 Please turn to page 10.
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 Now, let me explain our new product launched this October.
 For the first time since 2008, we revised our medical care riders considering the 

advancement of medical technologies which resulted in shorter hospital stays and the 
reduction of assumed rates of return that has increased the burden of insurance 
premium payments. The revision addressed: 1) coverage of hospitalization; 2) coverage 
of surgeries; and 3) surrender value.

 As to the coverage of hospitalization, it was revised so that five days’ worth of daily 
insurance benefit to be paid additionally on the first day of hospitalization to enhance 
the coverage for short-term hospitalization. This is in response to the current trend of 
shorter hospitalization period.

 For coverage of surgeries, it was revised to cover surgeries without hospitalization and 
radiation therapy to address the increasing number of outpatient surgeries. Also, its 
benefit structure was simplified and now it is easy to understand for customers.

 For surrender value, we introduced new plan with no surrender value options relating to 
medical care riders attached to whole life insurance, thereby reducing the burden of 
insurance premium payments.

 By selling new medical care riders with enhanced coverages, we will address the 
protection needs of customers, while also further strengthening the sale of protection-
type products.

 Please turn to page 11.
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 Next, let me explain our whole life insurance with low surrender value and longevity 
support insurance.

 As for whole life insurance, the previous two revisions to the insurance premiums 
increased customers’ premium payments. Therefore, we introduced an option with a 
reduced surrender value to reduce the premiums of whole life insurance and make it 
more attractive.

 As for annuity insurance, we haven’t been selling any annuity products for a while due 
to the low interest rates. However, we developed longevity support insurance with 
stronger tontinization to provide protection against the risk of longevity.

 As a result of these adjustments, we can now provide attractive insurance options in 
terms of price and surrender value even under the low interest rate environment.

 Please turn to page 12.
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 Now let me explain our “customer-first business operations.”
 To enhance corporate value continuously, it is essential to fully enforce the “customer-

first business operations,” which we consider as the most important pillar of our 
strategy.

 In April 2017, we issued the “Basic Policy for Customer-first Business Operations,” which 
is comprised of seven principles such as commitment of top management.

 Through the review of all business operations from the perspective of customers’ 
understandability, we are making efforts to enhance and advance our customer 
services. For example, in case of selling insurance to people over 80 years of age, we 
ensure to explain the products to their families as well.

 Please turn to page 13.
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 I will move on to an explanation of our asset management.
 While asset liability management (ALM) is the core of our asset management 

strategy, we have diversified our asset portfolio to counter the recent low interest 
rate environment. As a result, the amount and proportion of risk assets such as 
domestic stocks and foreign securities increased to around ¥9 trillion, which accounts 
for 11.5% of total assets.

 We intend to continue the investment in risk assets with prudent risk management, 
while carefully monitoring the market environment, and expect the proportion of risk 
assets to reach roughly 12% of total assets by the end of March 2018.

 As shown in the chart on the right, the average assumed rates of return of liabilities 
continued to decline, whereas the actual investment return on core profit of assets 
maintained the same level as a year earlier, which led to a positive spread of ¥35 
billion.

 Although net capital losses amounted to ¥2.4 billion, it represents a significant 
improvement compared with a year earlier when we were affected by the market 
fluctuations such as interest rates and foreign exchange.

 Please turn to page 14.



 I would like to explain the diversification of our assets.
 With the aim of increasing investment income under the low interest rate environment, 

we have been actively promoting diversification of assets and will add new type of 
assets in our investment portfolio in this fiscal year.

 The investments in hedge funds and real estate that were initiated in the first half of 
this fiscal year will continue in the second half. We review asset allocation and seek to 
expand the regional coverage of our investment.

 Regarding private equity and infrastructure equity, preparations for investment were 
almost finished in the first half, so actual investment is expected to start in the second 
half.

 Although it is our expectation that alternative investment will reach about 1% of total 
assets over the next three to five years, we will approach flexibly depending on the 
market conditions and other factors.

 To enhance our asset management capabilities of alternative investment and other 
asset classes, we will continue our efforts to strengthen asset management 
organization through business alliances and recruiting.

 Please turn to page 15.
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 I would like to move on to the update on EV.
 As of September 30, 2017, EV increased year on year to ¥3,598.6 billion, mainly due 

to stable market conditions.
 The value of new business increased by ¥96.5 billion year on year to ¥102.2 billion, 

which contributed to our EV significantly. This is due primarily to increased 
profitability because of the revisions of insurance premiums and the policy mix, 
focus of which was shifted toward protection type.

 Please turn to page 16.



 Now I will explain the movement analysis of EV.
 Although interest rates remained low, the market environment was stable for the six 

months ended September 30, 2017, which led to a steady increase of EV with 
annualized RoEV based on fixed economic assumptions being +9.7%.

 While our target range for RoEV is 6 to 8% per annum on average, the actual return in 
this first half of the fiscal year exceeded the range.

 The new business margin was 4.7%, which is a higher level than before the introduction 
of negative interest rates. We view revisions of insurance premiums and associated 
changes in the policies mix have been paying off.

 Please turn to page 17.
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 Next, I would like to explain our financial soundness. 
 We have accumulated an internal reserve of ¥3,003.9 billion in total of the 

contingency reserve and the price fluctuation reserve as a buffer for the risks 
associated with changes in the business environment.

 Additional policy reserve accumulated to ¥5,939.7 billion to cover mainly potential 
negative spreads in the future.

 Our consolidated solvency margin ratio, ESR, and credit rating status are in a 
competitive level compared with those of other companies, indicating our strong 
financial soundness.

 Please turn to page 18.
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 Finally, I would like to explain the consolidated financial forecasts for the fiscal year 
ending March 31, 2018.

 This fiscal year is the last year of the current medium-term management plan. We 
expect net income will reach ¥86.0 billion, which exceeds the plan’s target of ¥80.0 
billion.

 Regarding shareholder dividend, as we aim to increase dividend per share steadily, we 
expect a 6.7% increase in the dividend per share to ¥64 per share.

 In the six months ended September 30, 2017, overall progress is well on track, and we 
see some performance indicators such as investment income were above our 
expectation. At this time, there is no change to our forecast of consolidated financial 
results and the dividend per share for the fiscal year ending March 31, 2018.

 This concludes my presentation. Thank you for your attention.
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