


 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 operational update including the financial 
results for the fiscal year ended March 31, 2016.

 Please look at page 3.
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 This October marks the 100th anniversary of our Postal Life Insurance services. We 
would like to express our deep appreciation to all the stakeholders for its continuous 
supports.

 In our 100th anniversary year, we have announced a new management philosophy: 
Be a trustful partner for people, always being close at hand and endeavoring to 
protect their well-being. 

 In this management philosophy, we are expressing our strong commitment to support 
people’s dreams and their desire to live life to the fullest by our products and 
services, while fulfilling our unchanged mission as a member of the Japan Post Group. 

 Guided by this new philosophy, we will strive to be recognized as a company that is 
big, unique and caring in order to remain as a company which is trusted and beloved 
by customers in the next 100 years. 

 Please turn to page 4.
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 I will explain our performance in the year ended March 2016.
 Our company, along with Japan Post Holdings and Japan Post Bank, went public in 

November 2015, which we had been looking forward to for quite a while. We have entered 
a new phase that will open up the future, and in March of this year, Dai-ichi Life and we 
reached an agreement to form a strategic business alliance.

 As for our products and sales, we have achieved our sales target of the ¥50 billion range for 
contracted monthly insurance premiums from new policies, which was originally set out for 
the year ending March 31, 2017, a year ahead of schedule as a result of increasing the age 
limit for endowment insurance and whole life insurance, and launching endowment 
insurance with a shortened premium period.

 As for asset management, we strive to secure a stable investment return under the current 
low interest rate environment, by increasing exposures to investments in risk assets by 6.6% 
of total assets.

 As for administrative and IT systems, we have worked toward the update of our core IT 
systems in January 2017, and the adoption of IBM Watson as our benefit payment 
operations, as initiatives to develop simple, prompt and accurate operations from 
underwriting to benefit payments.

 In the face of rapidly changing economic environment over the past year, we achieved net 
income of ¥84.8 billion, exceeding the forecast of ¥84 billion, marking an increase of ¥3.5 
billion or 4.4% year on year. As a result, dividends to shareholders increased by 
approximately ¥15 per share year on year to ¥56 per share. 

 We believe that the fiscal year ended March 31, 2016 was a year in which we made steady 
progress in line with the mid-term management plan, while at the same time steadily 
implementing its strategic measures towards future growth.

 Please look at page 5.
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 One of the significant changes in the recent environment surrounding life insurance 
companies is the emergence of needs to deal with negative interest rates.

 In a short term, BoJ’s negative interest rate policy would have only a limited impact 
on our performance. But, in order to maintain our medium to long-term 
profitability, we will take necessary actions from both assets and liabilities side.

 For assets, we are making our asset management operations more diversified and 
advanced through reinforcing our asset management capabilities and adding new 
type of assets in our investment portfolio. We have no change in our plan to 
increase risk assets to about 10% of total assets stated in our medium-term 
management plan to achieve a stable investment return.

 For liabilities, we will focus on sales of medical care rider, which has stable 
profitability against interest rate fluctuations. In addition, we will examine and 
implement our product and pricing strategies including insurance premiums revise 
in a timely manner. 

 Bearing in mind that one of the most important targets for life insurance business is 
to increase the number of insurance policies in the long-term period, we will 
continue to realize shareholder returns backed by stable profits by fulfilling 
customer needs.

 We view current business environment as a great chance for our structural reforms, 
and will be taking various actions proactively in a medium to long-term 
perspectives. 

 Please turn to page 6.
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 I will discuss our decision to enter into a basic agreement to form a strategic business alliance 
with Dai-ichi Life announced in March 2016. 

 This alliance has three primary elements.
 The first is the overseas life insurance business. In January 2016, Dai-ichi Life’s subsidiary Dai-ichi

Life Vietnam signed an exclusive life insurance agency agreement with Vietnam Post. We will use 
our expertise in life insurance consignment sales at post offices in Japan to assist Dai-ichi Life 
Vietnam and consider taking a stake in this company. This is our first step toward entering into 
overseas business.

 The second is the asset management business. In order to diversify asset management strategy 
and to strengthen capabilities, we will jointly utilize funds of an asset management company 
affiliated with Dai-ichi Life. We also plan to make joint investments in growing sectors such as 
project financing. In addition, we will take a stake in TCSB to which we outsource our asset 
administration services.

 The third is joint research on domestic life insurance business. We will conduct research with Dai-
ichi Life for the development of new products and study sales methods that can effectively utilize 
the powerful brands of both Kampo and Dai-ichi Life. Additionally, Kampo and Dai-ichi Life will 
also jointly study applications in the IT area, especially for the use of FinTech in a broad range of 
applications as well as using IBM’s Watson for the payment of insurance benefits, which both 
companies already began.

 Kampo and Dai-ichi Life will cooperate and enhance the outcome of the alliance, contribute to the 
development of regional society, and will aim to create new values. 

 This completes my presentation. Senda, our Managing Executive Officer will discuss the details of 
our operation next. 



 I am Tetsuya Senda, Managing Executive Officer.
 I will explain our financial results for the year ended March 31, 2016 and provide an 

update on our business.
 Please look at page 8.
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 I would like to move on to an explanation of financial highlights on page 8.
 Ordinary profit was ¥411.5 billion, and net income was ¥84.8 billion. Net income 

increased by ¥3.5 billion, a 4.4% increase year on year.
 Ordinary profit was 117.6% and net income was 101.1% of the full-year financial 

results forecast, signifying steady achievement.
 Furthermore, total assets were ¥81.5 trillion. Net assets were ¥1.8 trillion, of which 

shareholders’ equity increased by 4.3%.
 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 ¥27.5 
billion year on year to ¥485.3 billion, as a result of the launch of new products 
including endowment insurance with a shortened premium period. 

 As shown in the chart on the right, annualized premiums from new policies for 
medical care riders recovered by ¥8.4 billion to ¥49.5 billion in the current fiscal year, 
surpassing the level in the year before last, after the temporary decline in the last 
fiscal year due to increased sales of revised educational endowment insurance.

 Annualized premiums from new policies for both individual insurance and medical 
care hit a record high since our privatization. We will continue to focus on selling our 
main products, endowment insurance and whole life insurance, which are both 
designated as universal service products, combined with medical care riders.

 Please look at the next page.
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 Page 10 explains our sales promotions and health enhancement services.
 We are proactively carrying out sales promotion activities that emphasize both 

quality and quantity, with a view to improving both the quality of solicitation and 
sales promotion.

 Through 100th anniversary events and our engagement in “Feel Secure with 
Kampo” activities, we ensure that we have sufficient exposure to our customers. We 
will also implement training program tailored for respective sales person's 
performance level as well as providing Japan Post Co. with supports to strengthen 
hiring of field sales personnel.

 With regard to the channel that we manage directly, which targets small to midsize 
corporate clients, we are forming ties with chambers of commerce and other 
partners to develop new customers. 

 Further, this year, Kampo and the city of Date in Fukushima prefecture will jointly 
test the feasibility to commercialize Health Enhancement Services by Japan Post Co.. 
It is our hope to use health-related data obtained from this service to develop new 
insurance products in the future.

 Please turn to the next page.
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 I would like to move on to the reversal and growth of the number of policies in force on 
page 11.

 As you can see from the chart on the left, we have continued to produce favorable 
growth in contracted monthly insurance premiums from new policies since our 
privatization in 2007.

 Although we have achieved our sales target of the ¥50 billion range for contracted 
monthly insurance premiums from new policies, which was originally set out for the year 
ending March 31, 2017 in the mid-term management plan, a year ahead of schedule, we 
strive to continue the upward trend in new policy sales.

 Changes in the number of policies in force and its breakdown are presented in the chart 
on the right.

 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 the fiscal year ending March 31, 
2018, then enter into a growth phase.

 Please turn to the next page.
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 I would like to move on to the results of investments on page 12.
 As shown on the left, we mainly invest bonds from the standpoint of ALM to match 

yen-denominated interest-bearing assets with yen-denominated interest-bearing 
liabilities.

 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 foreign 
securities and domestic stocks increased to ¥5.4 trillion and to 6.6% of total assets.

 On the right, the positive spread increased by ¥30.4 billion year on year to ¥97.4 
billion, because the average assumed rates of return have declined in line with 
termination of the policies with relatively high cost of liabilities.

 Please look at the next page.
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 On page 13, I will explain diversification and advancement of our asset 
management.

 Currently, Kampo mainly invests in the low-risk/low-return category, such as 
Japanese and foreign bonds, as shown in bottom left, and partly invests in the high-
risk/high-return category, which consists of equities.

 Going forward, we will add assets primarily in middle-risk/middle-return category to 
our investment targets. It is our expectation that alternative investments would be 
beneficial for us from portfolio diversification point of view, as well as its return. 

 We would consider investing in assets such as infrastructure and private equity as 
well as credit-risk-type assets such as high yield bonds and bank loans.

 Although we have relied on external asset managers for our equity investments so 
far, starting from this fiscal year, we will start to manage equity investment by 
ourselves, aiming to invest in primarily the stocks with a relatively high dividend 
yield. 

 Please turn to the next page.
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 Page 14 explains enhancement of our administrative and IT systems.
 As the system is a foundation for our future growth, we will maintain our system 

simple, prompt and accurate from underwriting to payments, and will strengthen our 
capabilities to manage insurance policies. 

 Through updating our core IT system in January 2017, we intend to improve 
development productivity and quality of our IT system as well as to reduce system 
related expenses. 

 Specifically, we expect a saving of about ¥33 billion for hardware, including initial cost 
and the running cost for 8 years after the core system update. For software, we 
expect a saving of about ¥18 billion assuming the same volume of system 
developments required till today will continue for 5 years after the core system 
update.

 Please turn to the next page.
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 On page 15, I will explain how we will be making use of IBM’s Watson in our business.
 We are using Watson to assist claim evaluators reach decisions about the payment of 

benefits, through which we aim to process claims with greater speed and accuracy.
 Specifically, Watson locates similar claims in the past and other information useful for 

the decision. With this assistance, we believe that claim evaluations can be handled 
also by relatively junior evaluators. 

 We are currently performing collaborative tests with IBM concerning the use of 
Watson. As we are nearing the point where we can use Watson for actual benefit 
payment operations, we will next consider expanding the scope of Watson’s use in 
call center and support operations for post offices.  

 Please turn to the next page.



 I would like to move on to EV movement on page 16.
 EV as of March 31, 2016 was ¥2,718.3 billion due to a significant decline in interest 

rates.
 RoEV based on constant economic assumptions was 6.2%, an average increase of 

8.5% over the past 4 years.
 Since economic value based indicators fluctuate greatly due to external factors, we 

set benchmark for RoEV as an average over the medium to long term, which is 6% to 
8% growth year on year.

 Please look at the next page.

16



17

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

 Whereas ordinary income is expected to decrease due to the decline of policies in 
force, net income is expected to increase by 1.3%, to ¥86.0 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% of our consolidated net income, 
considering earning prospects, financial soundness and the balance between 
shareholder and policyholder dividends.

 As for dividends to shareholders in the next fiscal year, under the above policy, we are 
scheduled to increase DPS by 7% year on year to ¥60, which is ¥2 increase of ordinary 
dividends, together with the payout of ¥2 per share of the commemorative dividend, 
celebrating the 100th anniversary.

 This concludes my presentation.
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