


 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, Senior Managing Executive Officer, will explain the operational update 
based on the financial results for the six months ended September 30, 2016.

 Please look at page 3.
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 The Postal Life Insurance, which was founded in 1916, marked its 100th 
anniversary in October 2016. We would like to express our deep appreciation to 
all stakeholders for your continuous support. 

 Postal Life Insurance was established to fulfill the social mission of “Providing 
basic measures of life with simple procedures for the people of Japan.” We have 
firmly upheld this mission since our privatization. 

 In cooperation with Japan Post Co., we provide universal service products of 
endowment and whole-life insurance via the post office network. Even in an era 
of negative interest rates, amounting to an unprecedented headwind for a life 
insurance company, we are meeting customer needs and providing stable, long-
term protection. We believe these are the mission we are charged to uphold.

 Kampo’s 100 years have been a century of growth along with our customers 
and the post office. 

 While leveraging the Kampo’s brand image of reliability and trustworthiness, we 
are further refining our big and unique business model. In this way, we believe 
we can achieve sufficient growth in the senior market that is expanding as the 
baby boomer generation ages. 

 Please look at page 4.
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 As this second quarter just marks the halfway of the three-year mid-term management 
plan, I would like to summarize our progress in the first year and a half. 

 On the product and sales front, we achieved the mid-term plan target of 50 billion yen in 
contracted monthly insurance premiums from new policies one year ahead of schedule 
in the fiscal year ended March 31, 2016. 

 Additionally, during the first half of this fiscal year, new policies exceeded the previous 
fiscal year by approximately 20%. Insurance premiums and annualized premiums from 
policies in force have begun to show signs of bottoming out. 

 However, the recent introduction of the negative interest rate policy by the Bank of Japan 
has caused a major change in the environment for life insurance companies. 

 Based on this environment, we comprehensively revised premium of our insurance 
products this August. We regard this current circumstance as an opportunity to change 
our way of thinking and adopt a positive outlook, and are steadily undertaking sales 
initiatives focusing on protection-type products. 

 In asset management, we have diversified our investment assets and expanded 
investment in risk assets. Now we are accelerating these initiatives in response to the 
introduction of the negative interest rate policy. 

 Risk assets grew from 4.0% of total assets as of March 2015 31, to 8.8% as of 
September 30, 2016. We expect to meet the mid-term plan’s goal of around 10% one 
year ahead of the schedule in the fiscal year ending March 31, 2017. 

 In this way, we have responded to the changing business environment in a timely 
manner by taking actions for both liability and asset sides ahead of time.

 Please look at page 5.
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 In administrative and IT systems, we have continued preparations for renewing 
our core IT system, aiming to complete the update in January 2017. 

 Currently, final testing toward the service launch is successfully on going, and the 
development of the base for simple, prompt and accurate administrative and IT 
systems is near completion. 

 In February 2015, we started considering making use of IBM Watson for benefit 
payment operations. We are now nearing the point where we can use Watson in 
actual operations. Later, Senda will discuss details. 

 With regard to business alliances, we entered a comprehensive business alliance 
with Dai-ichi Life Holdings in March 2016, and have already begun undertaking 
specific initiatives in various fields. For example, we strengthened trilateral 
cooperation including Vietnam Post. We also invested in Trust & Custody 
Services Bank and jointly held a business contest.  

 Overall, we made planned progress in the first year and a half of our mid-term 
management plan although we faced a major change in our operating 
environment due to the negative interest rates. 

 Please look at page 6.
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 As my closing comments, I would like to explain our initiatives for the second half of our 
mid-term management plan and our views on growth strategies. 

 First, on the products and sales front, while updating insurance premiums and products, 
we will enhance the quality of our sales efforts in collaboration with Japan Post Co., 
focusing on sales of protection-type products, and offering products that best fit customers’ 
needs. That’s said, we will further enhance face-to-face services for older adult customers, 
which is one of our core strengths.

 Next, in asset management, we will enhance our operational capability and expand 
investments in assets with middle risk/middle return, such as credit and alternative 
investments. Employing a soundness buffer and based on enterprise-wide risk 
management, we will further diversify our investment assets. 

 In administrative and IT systems, we will leverage the advantages of our core IT system, 
which is planned to be renewed in January 2017, to augment quality, productivity and 
efficiency of system development as well as to take our customer services to the next 
level. 

 In addition, over the mid- to long-term, we will seek to address the national level issue 
which is “realizing a healthy and long life society” by contributing from a life insurance 
perspective. To this end, we will collaborate with our Group companies and other business 
partners as we take on the challenge of providing social solutions. 

 As we look to the next 100 years, we will ensure firm governance as a listed company and 
will steadily execute our growth strategies. 

 For the next mid-term management plan, we seek business development that places 
emphasis on the bottom line and can firmly ensure dividend. Going forward, we kindly ask 
for the ongoing direction and support of our shareholders and investors.

 This completes my presentation. Next, Senda, our senior managing executive officer, will 
explain some details. 

6



 I am Tetsuya Senda of Japan Post Insurance.
 I will explain the operational update based on the financial results for the six 

months ended September 30, 2016.
 Please look at page 8.
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 Page 8 shows the financial highlights.
 During the first half of the current fiscal year, ordinary income was ¥4,333.8 

billion, and net income amounted to ¥42.5 billion, both slightly decreasing from 
the previous fiscal year. Nevertheless, we were able to attain nearly 50% of the 
full-year financial results forecasts.

 Progress in achieving the ordinary profit target was hampered due to the 
recording of a capital loss, which will be explained later. However, the impact of 
this loss on net income for the current period is limited due to the reversal of 
reserve for price fluctuations.

 Please look at the next page.
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 I would like to give an explanation of annualized premiums from new policies 
on page 9.

 Annualized premiums from new policies for individual insurance increased by 
18.6% year on year to ¥282.3 billion, mainly as a result of strengthening sales 
promotion including the 100th Anniversary of Postal Life Insurance campaign 
activities.

 As shown in the chart on the right, annualized premiums from new policies for 
medical care increased by 5.5% year on year to ¥26.0 billion, exceeding the 
premium amount of the previous fiscal year, which achieved a record high on a 
full-year basis since our privatization.

 To offer the universal service products of endowment insurance and whole life 
insurance through the post office network, we will continue to cooperate with 
Japan Post Co. to conduct consistent sales activities focused on enhancing 
customers’ protection needs.

 Please look at the next page.
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 Page 10 explains our annualized premiums from policies in force.
 As shown in the chart on the left, annualized premiums from policies in force 

for individual insurance were ¥5.031.3 billion.
 Compared with the level at June 30, 2016, annualized premiums from policies 

in force for individual insurance increased by ¥5.7 billion. With the 
accumulation of policy sales after the privatization, there has been a 
manifestation of bottoming out.

 Furthermore, annualized premiums from policies in force for medical care were 
¥735.1 billion, of which ¥311.9 billion was from the “New category,” thereby 
increasing approximately ¥0.1 billion compared with the level at June 30, 2016.

 Going forward, we will 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 at an early stage, then enter into a growth phase.

 Please look at the next page.
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 Page 11 explains the revision to the insurance premiums of our products.
 In line with the decline in the interest rates associated with the adoption of the 

negative interest rate policy, we comprehensively revised of the insurance 
premiums in August, such as reducing the assumed rates of return and 
updating the assumed mortality rates.

 Specifically, the reduction of the assumed rates of return by 0.5% had the 
effect of raising premiums, whereas the lowering of the assumed mortality 
rates had the effect of reducing the premium portion of customer protection.

 As a result, premiums of saving-type products such as educational endowment 
insurance increased, whereas premiums for policies of which the coverage 
starts at higher ages and death coverage-focused products decreased.

 Because the standard assumed yield will be reduced from the current 1.0% to 
0.25% in April 2017, based on our experience of the revision of insurance 
premiums in August, we will consider a further revision to our insurance 
premiums, comprehensively taking into consideration such factors as our 
obligation to accumulate policy reserve and the impact on our sales and 
profitability.

 Please look at the next page.
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 I would like to move on to the results of asset management on page 12.
 As a result of our efforts to diversify our investment assets under the current 

low interest rate environment, the amount and proportion of risk assets such 
as stock and foreign bonds exceeded ¥7.0 trillion, and to 8.8% of total assets. 
By the end of this fiscal year, we expect that we can achieve the target of 
about 10% of total assets under our medium-term management plan a year 
ahead of schedule.

 As shown in the chart on the right, a positive spread of ¥29.9 billion was 
achieved, despite a drop in both the average assumed rates of return and 
investment return on core profit due to the continued low interest rates.

 On the other hand, capital loss was ¥56.7 billion mainly due to a stronger yen 
and increased cost of hedging. However, the impact of this loss on net income 
for the current period is limited due to the reversal of reserve for price 
fluctuations.

 Please look at the next page.
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 On page 13, I will explain diversification of our asset management.
 We are proactively promoting the diversification of asset management to 

address the decline in interest rates associated with the adoption of a negative 
interest rate policy. During the current period, we intend to expand investments 
in overseas credit and alternative investments with high returns, from which 
portfolio diversification from our traditional assets can be expected.

 During the first half, we were able to achieve certain results by improving the 
asset management operations mainly through employing external experts, 
starting the operation of bank loans and expanding investments in foreign 
credit.

 During the second half, we plan to further implement in-house management of 
stocks and a joint investment project with Daiichi Life in infrastructure debt 
investment. Additionally, we will consider other alternative investments if any 
opportunity arises.

 Going forward, in order to steadily ensure a positive spread under a low 
interest rate environment, we will work to diversify our investment assets, 
given that management soundness is ensured and company-wide risk 
management is implemented.

 Please look at the next page.
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 On page 14, I will explain the growth of the senior market.
 As shown in the chart on the left, although Japan’s population has been 

shrinking slightly, older adult population, which is our main customer base, 
has been increasing.

 Going forward, as the baby boomer generation ages, it is expected that the 
population above 70 years old will increase from about 24 million in 2014 to 
about 30 million in 2025. Therefore, it is the key for our growth to address the 
needs of these senior demographic.

 As shown in the chart on the right, medical expenditures have been 
sequentially increasing in Japan. The current annual national medical 
expenditure is over ¥40 trillion, and the outlook is approximately ¥60 trillion in 
2025.

 Japan’s average life expectancy, both male and female, is the highest in the 
world. However, there are widening gaps between the average life 
expectancy and the healthy life expectancy, meaning how long we live 
healthy—a 9-year gap for males and more than a 12-year gap for females. 
These gaps have led to serious increases in medical care costs.

 Given the financial difficulty Japan’s social insurance system is facing, self-
pay medical cost has been increasing every year. Therefore, private health 
insurance is expected to play a more important role to supplement self-pay 
medical cost.

 Please look at the next page.
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 Page 15 explains our initiatives for health promotions. 
 We are working with our Group companies and other business partners on 

health promotion initiatives to support our customer have long and healthy life 
and to help hold down medical and nursing care costs as the population ages. 

 We are cooperating with Japan Post Co. on feasibility testing of a health 
promotion service launched in June 2016. Targeting approximately 500 
residents of Date, a city in Fukushima Prefecture, we are supporting efforts to 
improve participants’ health by delivering exercise programs through devises 
such as iPad. 

 Many of the participants have commented positively about the program, saying 
it “increases awareness of exercise” and “encourages to continue.” The 
feasibility tests have also benefited us, in some cases by encouraging 
participants to acquire our insurance products. Thus, we consider the initiative 
to be beneficial both to participants and ourselves. 

 We plan to continue and promote these types of initiatives to increase 
customer contacts and thereby lead to business opportunities, as well as link 
the use of big data to further enhancements of products and services, and so 
that we firmly capture growth of the senior market.

 Please look at the next page.
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 On page 16, I will explain how we will be making use of IBM’s Watson in our 
business. 

 Since February 2015, we have been testing the use of Watson to enhance the 
accuracy, speed and efficiency of our benefit payment operations. 

 In areas where human judgment is necessary, Watson presents similar past 
claims and other information useful for the decision making, allowing even 
relatively junior evaluators to handle claims. 

 To date, we have achieved assessment accuracy with Watson of about 90%, 
and we have made plans to bring Watson into practical use during this fiscal 
year. 

 Going forward, we plan to study the possible use of Watson for call center and 
services other than the benefit payment operations with the aim of increasing 
the quality, productivity and efficiency of our operations from underwriting to 
benefit payment.

 Please look at the next page.
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 I would like to report on our financial soundness on page 17.
 To counter risks associated with changes in the business environment, we 

have accumulated an internal reserve totaling ¥3,066.8 billion, combining the 
contingency reserve and the reserve for price fluctuations.

 Additional policy reserve accumulated mainly to cover negative spreads was 
¥5,988.8 billion.

 In addition, as previously announced, we have obtained credit ratings from 
three domestic and overseas credit rating agencies.

 These credit rating results were nearly on par with other companies, and we 
therefore believe that we have a sufficient level of financial soundness.

 Please look at the next page.
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 I would like to move on to EV movement on page 18.
 EV as of September 30, 2016 was ¥2,993.6 billion due to a recovery in interest 

rates to near the levels as of March 31, 2016.
 As to the breakdown of EV, adjusted net worth and value of in-force covered 

business were both close to the levels at the end of the previous fiscal year, 
whereas the value of new business was ¥5.7 billion given the serious impact of 
low interest rates.

 Based on the economic assumptions as of the end of September, calculation 
of the value of new business from sales of new policies is approximately zero 
from April to June, prior to the revision of insurance premiums. However, the 
value of new business from sales of new policies after the revision of insurance 
premiums in August and September is calculated at around ¥12.5 billion.

 Even as the profitability of our products improved to a certain extent due to the 
revision of insurance premiums implemented in August 2016, we do not 
necessarily think that this alone is sufficient.

 We will carefully examine the customers’ response and changes in the sales 
channels brought about by the August revision, as well as consider our course 
of action to cope with the revision of standard assumed yield in April 2017.

 Please look at the next page.



 Finally, I would like to explain about the consolidated financial results forecasts 
for the year ending March 31, 2017.

 Our medium-term management plan has three targets: (1) achieve approximately 
the ¥50.0 billion level in contracted monthly insurance premiums from new 
policies  during the fiscal year ending March 31, 2017, and further expand sales; 
(2) ensure the ¥80.0 billion level in net income; and (3) aim for steady 
shareholder return, while maintaining a dividend payout ratio within the range of 
roughly 30% to 50%.

 Regarding the contracted monthly insurance premiums from new policies, the 
target of “approximately the ¥50.0 billion level” was achieved a year ahead of 
schedule. The amounts for the current period were also higher than the previous 
fiscal year.

 As for net income, we have up to now attained nearly 50% of the full-year 
financial results forecast of ¥86.0 billion, a 1.3% increase compared with the 
previous fiscal year.

 With regard to dividend per share, we project a 7% increase compared to the 
previous fiscal year, and thus will continue to strive to meet the expectations of 
shareholders and investors.

 This concludes my explanation. 
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