


 I am Masami Ishii, President, CEO of Kampo.
 Thank you for joining us today.
 Firstly, I will start with the presentation of our management strategy. Then, Mr. Senda, 

Senior Managing Executive Officer, will explain the financial results for the last fiscal 
year. 

 Please turn to page 2. 
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 The fiscal year ended March 31, 2017 was a milestone year for Kampo, as it marked the 100th anniversary, and it 
was also the first year as a listed company.

 This year turned out to be an extremely challenging for the life insurance industry with continuing historic low 
interest rates. Nevertheless, we introduced various measures towards further improving our customer satisfaction 
and increasing corporate value. 

 As for our products and sales, we raised the aggregate limit of insurance coverage in April 2016, and carried out 
revisions of insurance premiums in August 2016 to cope with market conditions. We also made an announcement in 
February 2017 about further revise of insurance premiums which we implemented in this April.

 In March 2017, we applied for the approval of three new products that we are planning to provide from the second 
half of this fiscal year. They are namely the new hospitalization rider, whole life insurance with low surrender value 
and term annuity responding to a long life society. We continue to revise our products in line with customer needs 
in a timely manner. 

 In asset management, we have been diversifying our asset portfolio while strengthening our organization for the in-
house management of stocks and alternative investments. As a result, the exposure of risk assets has reached the 
ratio of “around 10%” as expected under the medium-term management plan. 

 As for the administrative and IT systems, we successfully upgraded our core IT system without any problems. This 
was our top-priority project and we could complete as scheduled. As a result, quality and productivity of our system 
have improved significantly and we will be able to expedite the modification of products. 

 With regard to business alliances, we have commenced specific initiatives with Dai-ichi Life Holdings in the three 
business areas, which are overseas life insurance, asset management and domestic life insurance. 

 Kampo and DLHD will expand our cooperative relationship with other business partners, who share the same goals, 
including Vietnam Post and Trust & Custody Services Bank, and steadily produce concrete results one by one. 

 As the second year of our medium-term management plan, we were able to meet our annual target by 
appropriately responding to changes in business environment and implementing growth strategies,

 Please turn to page 3. 
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 I would like to go over the progress of the medium-term management plan. 
 In terms of contracted monthly insurance premiums from new policies, we have 

already achieved the target of a “¥50.0 billion level” one year ahead of schedule in the 
fiscal year ended March 31, 2016, and we further exceeded our initial goal and 
achieved ¥55.3 billion in the fiscal year ended March 31, 2017. Sales of medical care 
riders have also been growing steadily, due to our increasing efforts to promote 
protection-type products.

 As for net income, even under challenging market conditions, we achieved ¥88.5 
billion, exceeding the financial results forecast (of ¥86.0 billion) and increased by 4.4% 
compared with the previous fiscal year.

 As a result, we were able to increase the dividend per share by 7.1% over the previous 
fiscal year from ¥56 to ¥60 per share.  

 We were able to report an increase in every item compared to the previous fiscal year. 
We would like to take this opportunity to express our deepest appreciation to all 
stakeholders for your continuous support. 

 Please turn to page 4. 
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 Now, I would like to talk about our initiatives in management and governance which 
are essential for our continuous growth. 

 Kampo announced “the Basic Policy for Customer-first Business Operations” in April 
2017, based on our philosophy “We will continue to protect the well-being of every 
one of our customers and support local communities for years to come, through our 
products and services”

 Following this policy, we will further enhance our brand of reliability and 
trustworthiness, which we have built over the years with post offices. We continue to 
collect and analyze customers’ voices and further improve solicitation quality.

 At the same time, we will comply with the Stewardship Code and engage in 
constructive dialogue with investee companies in order to fulfill our responsibility as an 
institutional investor.

 Furthermore, we will solidify our internal governance system as expected of a listed 
company.

 We will aim to become the No. 1 Japanese insurance company and be trusted and 
loved by our customers for the next 100 years.

 Please turn to page 5. 
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 Finally, I would like to explain our initiatives in the future. 
 We expect changes in our customers’ attitudes and needs regarding cash and settlement services, as well as 

financial instruments; as financial technology develops.
 In life insurance business, it is also necessary to proactively introduce advanced technology for the development of 

product and services and the improvement of business operations. At the same time, face-to-face communication is 
also essential to support the well-being of our customers. 

 The warmth of human contact provided by our post office personals rooted in local communities is our absolute and 
unrivaled strength. 

 We will strive to pursue business models based on this strength in order to build the solid relationship between 
post offices and its customers. 

 Furthermore, given that the greatest strength supporting the life insurance business is its human resources, the 
growth of each employee is the source of our competitiveness. 

 As many of our employees are former public servants, certain parts of our corporate culture continue to reflect that 
era in which industriousness and working long hours were valued. 

 We have revolutionized our employees’ mindset to reflect the new philosophy “value employees who can deliver 
results effectively” in order to modernize this corporate culture.

 Reforms in work styles involve raising the awareness that “Time is also an important resource and asset.” By 
promoting the active participation of female employees in the workplace, and supporting the balance between 
work and private affairs, such as child rearing and nursing care, we are creating a comfortable working environment. 
We expect that our employees will discover new motivation and improve their potential power.

 Thank you very much for your attention. Let me introduce Mr. Senda, our Senior Managing Executive Officer. He 
will explain the details of financial results. 
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 I am Tetsuya Senda of Kampo.
 I will explain the operational update based on the financial results for the fiscal year 

ended March 31, 2017.
 Please turn to page 7.
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 I would like to start with our status of new policies.
 Annualized premiums from new policies for individual insurance experienced a slight 

decline affected by the revisions of insurance premiums in August 2016, however, it 
recovered gradually towards the end of the fiscal year, resulting in an increase of 4.7% 
year on year.

 As shown in the chart on the right, annualized premiums from new policies for 
medical care surpassed those of the previous fiscal year when they hit a record high 
since our privatization.

 In April 2017, we revised insurance premiums due to the reduction of standard 
assumed yield. We continue to corporate with JAPAN POST Co. to promote 
protection-type products. 

 Please turn to page 8.
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 I would like to explain about product strategies to cope with the low interest rate 
environment.

 We revised insurance premiums in August 2016 and April 2017, to deal with the 
current low interest rate environment.

 By considering the impact on our profits and sales volume, we controlled the range of 
total premiums increase by i) reducing premiums for hospitalization riders and ii) 
moderating premium increase which resulted from the decrease in assumed rates of 
return.

 We are planning to introduce following three products in October 2017, i) revision of 
hospitalization rider, ii) launch of whole life insurance with reduced surrender value 
and lower insurance premiums, and iii) launch of term annuity responding to a long life 
society in order to meet customers’ protection needs under the low interest rate 
environment. They are all approval pending.

 We believe these are essential products in the aging society.
 Please turn to page 9.
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 I would like to talk about the revisions of insurance premiums in April 2017. 
 We revised insurance premiums comprehensively by lowering the assumed rates of 

return due to the reduction of the standard assumed yield and by reducing premiums 
for hospitalization riders.

 We increased insurance premiums by lowering assumed rates of return of basic 
insurance policy from 1.0% to 0.5%. At the same time, to maintain the attractiveness 
of our products, we reduced premiums for hospitalization riders. As a result, as for 
certain protection-type products, we could lower their total premiums.

 We continue to focus on the sales of endowment insurance and whole life insurance, 
which are both designated as universal service products, combined with medical care 
riders.

 Please turn to page 10.
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 I would like to give further explanation about “customer-first business operations,” 
which we consider as our most important pillar of management.

 It is essential to fully enforce the “customer-first business operations” in order to 
increase corporate value continuously.

 The brand image of reliability and trustworthiness, which we have built over the years 
with post offices, is our greatest strength, which we plan to enhance further. 

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

 With this basic policy as the starting point, we strive to take further initiatives to 
enhance customer services by reviewing all operations from customer’s perspective. 

 Please turn to page 11.
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 I would like to move on to the upgrade of our core IT system.
 Our system manages large amount of transactions, which comes from more than 30 

million policies in force. We worked on this system upgrade as a top-priority project, 
relating to the Company’s business foundation itself.  

 We invested around ¥120 billion over the last seven years since the formulation of 
basic concept in 2010. This project was completed in January 2017 as scheduled in 
corporation with many partner entities including IBM. The new system has been 
working smoothly. 

 In life insurance business, it is essential to establish and maintain simple, prompt and 
accurate operations as well as supporting system in order to stay competitive. We will 
enhance the quality, productivity and efficiency of our core IT system.

 Please turn to page 12.
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 I would like to explain how to use IBM’s Watson in our business.
 From February 2015, we tested Watson in our benefit payment operations to enhance 

the accuracy, speed and efficiency.
 As Watson’s assessment accuracy reached roughly 90% in the payment operations, we 

put it into practical use in March 2017.  
 In addition, Watson has been in use at our call center, starting April 2017. 
 We receive more than one million inquiries per year at our call center. Watson enabled 

immediate conversion of speech content   into text, and automatic displaying of 
information to which operators should refer depending on inquiries. 

 We will implement Watson in various areas, such as underwriting, product 
developments, etc.

 Please turn to page 13.



 I would like to move on to our asset management.
 As a result of diversification of our asset portfolio to counter the low interest rate 

environment, the amount and proportion of risk assets such as domestic stocks and 
foreign securities increased to ¥7.9 trillion which accounts for 9.9% of total assets. 

 Although the proportion of risk assets has reached “about 10%,” which is the ratio set 
out in our medium-term management plan. We plan to expand our investment in risk 
assets, while paying attention to the market environment.

 As shown in the chart on the right, both the average assumed rates of return and 
actual investment return on core profit have decreased because of continuous low 
interest rate. However, we still manage to get a positive spread of ¥78.5 billion.

 Net capital losses amounted to ¥51.1 billion due to the impact of strong yen for the 
first half of the fiscal year ended March 31, 2017 and the increase in foreign exchange 
rate hedge costs. However, its impact on net income was limited, as we reversed the 
reserve for price fluctuations.

 Please turn to page 14.
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 I would like to explain the diversification of our assets.
 With the aim of increasing investment income, we have been actively promoting 

diversification of assets and we will add new type of assets in our investment portfolio 
in the fiscal year ending March 31, 2018.

 We continue to invest in overseas credit, etc. which we started in the fiscal year ended 
March 31, 2017. In addition, we will start to invest in alternative investment products 
such as private equity and hedge funds. We plan to increase alternative investment to 
1% of the total assets over the medium-and long-term.

 As a result of these initiatives, the proportion of risk assets as of March 31, 2018 is 
expected to reach roughly 12% of total assets. 

 At the same time, we continue to reinforce the organization and human resources and 
promote the strategic business alliance with DLHD for the purpose of strengthening our 
asset management capabilities.

 Please turn to page 15.
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 Next, I would like to give an explanation about financial soundness.
 We have accumulated an internal reserve totaling ¥3,042.7 billion, combining the 

contingency reserve and the price fluctuation reserve, to counter the risks associated 
with changes in the business environment.

 Additional policy reserve accumulated ¥5,961.0 billion mainly to cover possible 
negative spreads in the future.

 On the right, consolidated solvency margin ratio, ESR (economic value based solvency 
ratio), and credit rating status are all showing sufficient levels, indicating we could 
maintain high financial soundness.

 Please turn to page 16.



16

 I would like to move on to EV movement.
 As of March 31, 2017, EV was ¥3,355.6 billion, an increase of ¥204.6 billion year on 

year mainly due to an increase in interest rates during the fiscal year ended March 31, 
2017.

 On the other hand, the value of new business was ¥36.8 billion, reflecting a decrease 
of the assumption of interest rates. This is because this value was calculated based on 
economic assumptions at the end of September, which is the middle of our 
company’s fiscal year. Compared with the differences of these assumption between 
2016 and 2015, interest rate was lower in September, 2016 than in September 2015

 For reference, the value of new business would be over ¥100 billion if this value was 
evaluated by using interest rate level as of March 31, 2017.

 Due to two revisions of insurance premiums, the profitability of our products 
improved to a certain extent. We strive to increase the value of new business by 
strengthening sales of protection-type products.

 Please turn to page 17.
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 Finally, I would like to explain the consolidated financial results forecasts for the fiscal 
year ending March 31, 2018.

 This is the last year of the three-year medium-term management plan, and net 
income is expected to reach ¥86.0 billion, which is ¥6 billion higher than our target, 
¥80.0 billion.

 We aim for a steady increase in our dividends per share, while maintaining a dividend 
payout ratio within the range of roughly 30 to 50%, considering earning prospects, 
financial soundness and the balance between shareholder and policyholder 
dividends.

 As for forecasted dividends to shareholders in the fiscal year ending March 31, 2018, 
we plan to increase the dividend per share by ¥4, or 6.7% year on year from ¥60 to 
¥64 per share, fulfilling the expectation of shareholders and investors. 

 This concludes my presentation. Thank you for your attention.
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