


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

Senda, Managing Executive Officer, will explain the financial results for the first 
half of FY2016 and the operational update.

 Please turn to page 3.
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 Our company was listed on the First Section of the Tokyo Stock Exchange on 
November 4th.

 We are very much grateful to everyone for the kind support and understanding 
for our business.

 Since our establishment as postal life insurance, we have been pursuing our 
business model, which is to offer simple products with smaller coverage 
amount through post office network. Next year, we will celebrate Kampo’s
100th anniversary since the establishment of postal life insurance.

 Our number of policies in force of about 33 million and our total assets of about 
¥85 trillion are the largest in the Japanese life insurance market. We also have 
a tremendously large customer base, which was built by long-time 
collaboration with the nationwide network of over 20,000 post offices.

 Kampo is well-established as a brand image of reliability and trustworthiness 
among Japanese nationals, especially women and older adult customers who 
represent a particularly strong customer base for us. We would like to continue 
to offer caring services to everyone with high accessibility.

 Please move on to the page 4.
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 Japan’s total population peaked in 2008 at 128 million, and has been 
declining since then. However, the older adult population, in which we have a 
particular strength, has continued to increase.

 Especially, baby boomers are aging, and it is expected that the population 
above 70 years old will increase from about 24 million in 2014 to about 28 
million in 2020. Therefore, it is the key for our growth to address the needs of 
these older adult generation.

 Medical expenditures has been sequentially increasing in Japan. The current 
annual national medical expenditure is over ¥40 trillion, and the outlook is 
approximately ¥60 trillion in 2025, which is above forecasted tax revenue of 
¥54.5 trillion in FY2015.

 Given the financial difficulty Japan’s social insurance system is facing, self-
pay medical cost has continued to increase. It is, therefore, expected that 
private health insurance will play a more important role to supplement the 
public system.

 In the medical care insurance market, we hold over 10% market share as 
measured by annualized premiums from policies in force, which is the second 
place in Japan. We believe we are in a good position to pursue future growth 
in this growing area.

 Please turn to page 5.

4



 In order to cope with Japan’s rapidly aging society, we are focusing on 
developing products and services which cater to older adult customers.

 For example, as part of “Kampo Platinum Life Services”, we set up a call 
center exclusively for older adult customers, and increased the age limit for 
endowment and whole life insurance policies to 80 and 85 years old, 
respectively.

 Additionally, we are implementing “Feel secure with Kampo” activities in 
collaboration with post offices to meet customers face to face. Through these 
activities, we support customers to reconfirm details of coverage and 
procedure for receipt of policy benefit.

 By means of these initiatives, we aim to further improve customer satisfaction 
in order to increase new policy acquisitions from new and existing customers, 
and fortify our leading position in the household and older adult customer 
segments.

 Please turn to page 6.
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 Lastly, I would like to discuss our growth strategy going forward.
 We are the biggest life insurance company in Japan, and is quite unique with 

our business model of offering simple products with small coverage amounts 
through the post office channel.

 Our growth strategy is to continue refining our “Big & Unique” business model
with attentive and caring services for older adult customers.

 Post office counters and field sales personnel provide us with a strong point of 
contact with customers. We believe that this channel is, and will continue to be, 
the most effective distribution channel to address customer needs in the aging 
population.

 In order to pursue a more important role as a private insurance company to 
supplement the social insurance system, we started research to make the use 
of Watson for our payment operation of policy benefits in collaboration with 
IBM.

 In the future, we will use the knowledge acquired through the payment 
operations for improvement of the underwriting operations, and seek for the 
creation of new value.

 That’s all from me. 
 Now, I’ll turn it over to Mr. Senda for the business update.
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 I am Tetsuya Senda, Managing Executive Officer.
 I will explain our financial results for the first half of FY2016 and provide an 

update on our business.
 Please turn to page 8.
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 Page 8 shows the financial highlights.
 During the first half of the current fiscal year, ordinary income was ¥4,881.3 

billion, ordinary profit was ¥218.7 billion, and net income was ¥48.5 billion. All 
of these figures exceed 50% of the full-year financial results forecast, signifying 
steady progress.

 Furthermore, total assets were ¥84,691.8 billion, and net assets were ¥1,908.6 
billion. The decrease in net assets was mainly attributable to a decrease in net 
unrealized gains on securities held, and shareholders’ equity increased by 
1.7%.

 Please turn to the next page.
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 This slide shows an overview of our financial statements on page 9.
 As you can see in the tables, figures on the statement of income and balance 

sheets both decreased due to a decrease in policies in force, but the pace of 
the decrease is slowing down.

 For more information, please refer to the document on financial results.
 Please look at the next page.
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 Page 10 highlights the track record of annualized premiums from new policies.
 The annualized premiums from new policies were the same level as the 

previous corresponding period at ¥238.1 billion. Educational endowment 
insurance decreased after the sharp increase last fiscal year due to the launch 
of revised product since April in 2014, meanwhile endowment products 
increased because of extending the age limit of new products since last April.

 In the second half, we are implementing new initiatives toward the increase of 
new policy sales, such as offering endowment insurance with a shortened 
premium period and increasing the age limit of new whole life insurance.

 As shown in the chart on the right, annualized premiums from new policies in 
the medical care riders rebounded by ¥3.7 billion to ¥24.6 billion in the current 
period, after the decline in the last fiscal year due to increased sales of revised
educational endowment insurance.

 In the second half, we will continue to sell our main products, endowment 
insurance and whole life insurance, which are both designated as universal 
service products, combined with medical care riders.

 Please turn to the next page.
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 On page 11, I will explain the initiatives to strengthen our sales channel.
 As to the post office channel, which accounts for about 90% of our new policy 

sales, we are supporting Japan Post Co. to build a 20 thousand person 
network of field sales personnel, which is currently approximately 18 thousand.

 We are also implementing intensive training programs for high-potential 
experienced sales personnel, aiming for strengthen both quantity and quality of 
our sales channel.

 In addition, we are focusing on further cultivating our existing customer base 
through marketing well ahead of the maturity of their policies and visiting more 
frequently. Further, we are strengthening our support for post offices through 
deploying employees dedicated to support post offices nationwide.

 With regard to our directly-managed channel, which targets small to mid-sized 
corporate clients and worksite markets, we will focus on developing new 
customers through building stronger sales force for major cities as well as 
proactively deploying sales resources for capturing new opportunities such as 
newly built offices and worksites.

 Please turn to the next page.
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 Page 12 explains the reversal and growth of the number of policies in force.
 As you can see from the chart on the left, we have continued to produce solid

growth in contracted monthly insurance premiums from new policies since our 
privatization in 2007.

 Next fiscal year, we will celebrate 100th anniversary since the start of postal life 
insurance operations. We aim to achieve contracted monthly insurance premiums 
from new policies of ¥50 billion or above in the next fiscal year, and then expand 
further thereafter.

 The chart on the right shows the breakdown of policies in force.
 Since our privatization in 2007, total number of policies in force has been 

decreasing. However, the decreasing trend has been slowing down gradually.
 Going forward, we continue to improve our products and sales channels,  and 

cultivate our customer base through face to face marketing. With these initiatives, 
we aim to reverse the trend of decreasing policies in force after FY2017, then 
enter into a growth phase.

 Please turn to the next page.
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 I will explain our operating expenses on page 13.
 Operating expenses in the first half of this fiscal year was ¥259.8 billion on a 

non-consolidated basis, and about 70% of that was the commissions to Japan 
Post Co., which was ¥185.1 billion.

 Commissions to Japan Post Co. has to be calculated strictly in accordance 
with the Insurance Business Act and other rules and regulations. Therefore, 
calculations of commission must be made on a cost-benefit basis to ensure 
neither Kampo nor Japan Post Co. enjoys an advantage over the other.

 In practice, it is required that commissions are set on an arm’s-length basis 
and prevent special treatment, leaving little room for discretion. Compliance 
with these requirements is reviewed by our regulator.

 Our commissions consist of two components: sales commissions and 
maintenance commissions.
- Sales commissions are linked to the results of new policy acquisition, payable 

in installments over several years with a larger amount in the first year, which 
is typical practice in the industry.  

- Maintenance commissions are generally set by unit cost, based on the time 
required at post offices to carry out the insurance-related operations.

 Please turn to the next page.
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 I will mention a few highlights of development of our administrative and IT 
system infrastructure on page 14.

 We will reinforce our capability to manage insurance policies through building 
administrative and IT system that enables simple, prompt and accurate 
handling of our operations from underwriting to benefit payments, and such 
system is the basis of our future growth and advance.

 During our mid-term management plan period, we plan to make about ¥200 
billion in investments mainly for IT system, through which we aim to establish a 
management foundation with competitive advantage.

 Such investment plan includes ¥60 billion for renewal of core IT system, which 
is planned to start operation in 2017, ¥50 billion for strengthening policy 
management systems, and ¥46 billion for renovation to improve worksite 
environment. 

 Depreciation is currently at  about ¥30 billion. We expect it will reach roughly 
¥60 billion from FY2017 as our next generation core IT system starts 
operation.

 Please turn to the next page.

14



 Page 15 explains our asset management.
 As shown on the left, our asset portfolio mainly consists of yen-denominated 

interest-bearing assets, which provide stable interest income, as well as match 
the yen-denominated interest-bearing liabilities.

 However, as a result of our efforts to diversify our investment assets under the 
extended period of the low interest rate environment, the amount and 
proportion of risk assets such as foreign bonds increased to ¥5.1 trillion and to 
6.1% of total assets at the end of this September.

 Going forward, we intend to continue to increase risk assets gradually, while 
considering the market environment and our risk tolerance and ensuring to 
match yen-denominated interest-bearing assets against yen-denominated 
interest-bearing liabilities from the view point of ALM.

 On the right, the positive spread increased by ¥14.7 billion year on year to 
¥42.0 billion, because the average assumed rates of return has declined in line 
with termination of the policies with high assumed rates of return.

 Please turn to the next page.
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 Page 16 shows our EV’s movement and sensitivity analysis.
 Our EV at the end of the first half of this fiscal year was ¥3.5 trillion, up ¥66.8 

billion compared to the end of March 2015.
 Our overall RoEV was +2.6%, and +3.5% on the constant economic 

assumption basis.
 External factors, such as interest rates, cause RoEV to fluctuate greatly, we, 

therefore, think that RoEV has to be tracked in the time frame of mid- to long-
term, and our benchmark is 6-8% per year. 

 Reflecting our focus on the marketing of endowment and whole life insurances 
with medical care rider in the first half of this fiscal year, the value of new 
business was up ¥11.6 billion from the first half of the last fiscal year, which 
was 17.3% increase. 

 As a result, our RoEV reached approximately 7% on annualized basis with  the 
constant economic assumptions.

 Our EV sensitivity is essentially the same level as the last fiscal year. 
Especially, equity sensitivity remains low.

 Please turn to the next page.
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 Lastly, I will explain our shareholder return policy.
 We will determine the shareholder dividends considering financial soundness, 

earning prospects and the balance between shareholder and policyholder 
dividends.

 On the basis of our sound financial and stable profit, we aim for a steady 
increase in our dividend per share until the end of FY2017, while maintaining 
payout ratio of roughly 30 to 50%.

 That’s all from me. Thank you very much. 
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