
 Good afternoon. I am Seiji Inagaki, Managing Executive Officer of The 

Dai-ichi Life Insurance Company, Limited. Thank you for taking time to 

join this analyst meeting for the year ended March 31, 2016. 

 Without further ado, let’s start the presentation. 

 Please turn to page 2. 
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 The following three points summarize today’s presentation.  

 First, we will discuss our financial results. Last year our revenues and net 

income increased, demonstrating another solid performance. The fifth 

consecutive year of net income increase was mainly the result of the growth 

initiatives we undertook, such as at Dai-ichi Frontier Life and Protective Life. 

We expect further growth in net income for the fiscal year ending March 

2017, as well as an increase in dividend per share. 

 Second, we announced that we name this fiscal year as the first year of 

“2nd stage of growth after the Rebirth”. In the 2nd stage of growth, we will 

pursue growth through innovations in product development and investment 

management through InsTech, external growth through Protective Life’s 

acquisition business, as well as new alliances. We also continue ERM 

(enterprise risk management) by appropriately allocating resources, taking 

various factors into account from mid-to-long term perspective.  

 Third, we will discuss our governance structure. As announced, we plan to 

shift to a holding company structure in October 2016. We also plan that the 

holding company will be a Company with a Board with Audit Committee 

Structure, in order to further strengthen corporate governance. Further, the 

holding company will establish two non-mandatory advisory committees of 

the BOD, namely, a Nominations Advisory Committee and a Remuneration 

Advisory Committee, each of which will have a majority of outside directors. 

These committees are to be officially set forth in the Company’s Articles of 

Incorporation. 

 Please turn to page 4. 2 
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 Our consolidated financial results are as shown here. 

 As already announced on May 13, consolidated ordinary revenue, 

ordinary profit and net income increased year-on-year due mainly to 

contribution from subsidiaries in domestic and overseas markets.  

 Please turn to page 5. 
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 I will explain each Group’ company’s business results. 

 Premium and other income of Dai-ichi Life on a non-consolidated 

basis decreased by 12% year-on-year because the Company reduced 

the assumed rate of return of single premium whole life in light of 

lower interest rates. Investment income based on fundamental profit 

for the general account improved, but investment income, including 

the results of separate accounts, declined by 10% year-on-year.  Net 

income also decreased by 15% year-on-year. 

 DFL continued to have favorable sales of insurance products and its 

premium and other income was nearly equal to the previous year. Its 

assets increased and its underlying earning capacity has been 

strengthened. As explained earlier, DFL recorded a lower provision of 

policy reserves related to market-value-adjustment for interest rate 

fluctuations, and recorded net income of 24.3 billion yen compared to 

a net loss in the previous year. 

 TAL in Australia increased its premium and other income by 10% 

year-on-year on an AUD basis.  Expanded business in force, together 

with favorable claims throughout the year, contributed to an 

improvement in underlying earnings.  Net income declined by 9% 

year-on-year because interest rates were lower but stable during the 

year, making a smaller impact on its profit and loss statement. 

 Please turn to page 6. 
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 I will explain our earnings guidance for the year ending March 31, 

2017. 

 We forecast a decline in consolidated ordinary revenues because Dai-

ichi Life and DFL continue to control sales of savings-type insurance 

products. 

 We expect an increase in consolidated net income mainly because 

Dai-ichi Life’s net profit is expected to increase and a higher 

contribution from overseas businesses is expected. Protective will 

make a full year contribution on top of its incremental earnings 

generated by the acquisition of blocks of business. 

 We expect lower net income at DFL mainly because we 

conservatively forecast its profitability related to GMMB. 

 Based on the earnings guidance, we also expect cash dividends per 

share to increase by 5 yen from 35 yen to 40 yen for the year ending 

March 31, 2017.  

 For your information, details are provided for Dai-ichi Life's forecast 

with respect to the transition to a holding company structure on page 7. 

 Please turn to page 8. 
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 I will describe our group’s embedded value as of March 31, 2016. 

 The latest EEV reflects a change in valuation model. The Company 

understands that ultimate forward rate (UFR) is widely adopted as an 

international standard, and decided to use UFR to extrapolate ultra-long 

yen interest rates. Please see page 14 for details.  EEV for the previous 

year is shown after revaluation using UFR. 

Compared to March 31, 2015, our Group EEV decreased to 

approximately 4,600 billion yen due mainly to lower interest rates in 

Japan. 

Please turn to page 9. 
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EEV of Dai-ichi Life on a non-consolidated basis also decreased due to 

lower interest rates.  

Although the value of in-force business became negative, this does not 

mean that our future profit will be affected. 

Because Dai-ichi Life has  successfully extended its asset duration 

based on sound ALM, low interest rates benefitted its adjusted net 

worth due to an increase in unrealized gains on bonds. To understand 

the impact of interest rate movements in a better way, a reclassification 

of EEV components is shown on the right. The chart on the bottom is 

the trend of reclassified EEV. 

 The second item in the chart, namely “VIF plus unrealized gains on yen-

denominated fixed income assets”, is the projected future profit. We 

recognize that it is important that this item stays positive. 

Please turn to page 10. 
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 EEV for each Group company is shown on this page and the next page.  

All the subsidiaries of the Company increased their EEV. 

 Please turn to page 12. 
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 This slide provides an analysis of changes in the Group’s embedded 

value since the previous fiscal year end. For Adjusted EV, the value of 

new business contributed approx. 220 billion yen and the expected 

existing business contribution added approx. 510 billion yen. 

 Items from “value of new business” through “non-economic 

assumptions change”, amounting to approximately 820 billion yen in 

total, were attributable to our management’s actions and accordingly 

can be regarded as organic growth. The organic growth rate, or 

operating RoEV, was 13.8%. “Economic variances” was approx. 

negative 2,140 billion yen. 

 ‘Others’ includes the impact of a reduced corporate tax rate. 

 The change in Group EEV was attributable to a decrease in interest 

rates (approx. 1,230 billion yen), and in stock prices (approx. 330 

billion yen). 

 Please turn to page 13. 
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 I will explain the change in value of new business (VNB). 

 VNB for the Group decreased by approx. 70 billion yen year-on-year to 

approx. 220 billion yen. The new business margin deteriorated by 1.61 

points to 3.92%. 

 The decrease in Dai-ichi Life and DFL’s VNB was mainly attributable 

to lower interest rates. TAL’s VNB increased because TAL became the 

insurance provider to one of the biggest superannuation funds in 

Australia. 

 Now our President, Koichiro Watanabe, will talk to you about the 

strategy update of our medium-term management plan ‘D-Ambitious’ 

and our future strategic direction.  
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(Reference)  Revision on extrapolation of risk free rate beyond  

the last liquid point 

 We have changed the extrapolation method beyond the last liquid 

data point of Japanese interest rates, from a method taking into 

account the yield curve of Japanese swap rates to a method using an 

ultimate forward rate, in order to avoid excessive instability in the 

valuation of ultra-long insurance liabilities. 

 For Japanese yen risk-free rates (forward rates), the ultimate forward 

rate is set at 3.5% and the last liquid data point is set at the 30th year. 

Beyond the 30th year, we extrapolate the yield curve to the ultimate 

forward rate over a convergence period of 30 years by using the 

Smith-Wilson method. We set these parameters based on the 

developing ICS discussions. 

 Please refer to “Disclosure of European Embedded Value as of March 

2016” released on May 19, 2016  for details. 
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 This is Watanabe. Thank you again for attending the meeting today. 

 Today, I would like to discuss our strategies under our plan. Before 

that, I would like to quickly review a few key performance indicators.  

 Please turn to page 16. 
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 This shows the trend in consolidated adjusted net income.  

 We experienced adverse economic conditions, such as decreasing 

interest rates last year, however we were able to mark the 5th 

consecutive year of record high net income since our IPO. 

 One major contributor to the increased net income was our overseas 

business, which doubled its net income compared the previous year. 

By acquiring Protective Life, we were able to diversify our portfolio 

both in terms of business and geographic spread.  

 Please turn to page 17. 
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 We are improving payout to shareholders in light of the increased net 

income.  

 We proposed another increase in cash dividends for the fiscal year 

ended March 31, 2016, subject to approval at the general meeting of 

shareholders. Combined with a stock repurchase of up to 16 billion 

yen, total payout is also expected to increase.  

 We forecast a further increase in cash dividends for the fiscal year 

ending March 31, 2017. It is pertinent to note that the increase in 

dividend is a firm evidence of our solid foundation. 

 Please turn to page 18. 
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 Now I would like to explain to you the proposed shift to a holding 

company structure. 

 Since the Rebirth, or our demutualization and listing in 2010, we were 

able to get back to a growth trajectory and have a well-diversified and 

a multi-lined business portfolio. 

 The purpose of the shift to a holding company structure is to further 

accelerate the Group’s growth.  

 Therefore we named the shift as “the 2nd stage of growth after the 

Rebirth” to pursue our group vision of “Peace of mind, In communities 

and around the world” 

 Please turn to page 19. 

 

 



 Despite the severe external environment, we continue with our growth 

strategies through  the “Three Growth Engines”. 

 Our strategic initiatives, supported by a well-diversified business 

foundation, will enable us to demonstrate our predominance. 

 Each group company shall leverage its strength and implement the 

growth strategies, but also seek to create innovations through InsTech 

and take advantage of new alliances, such as the alliance with Japan 

Post Insurance, to further evolve our growth initiatives. 

 Please turn to page 20. 
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 I will now discuss each growth engine, starting with our domestic 

insurance business. 

 Last year, we were able to launch Neo First Life, and as a result, 

established three brands in the domestic market. 

 Please turn to page 21 for more detail. 
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 This slide shows the big picture of our domestic business growth 
strategy ‘By your side, for life With You Project’. In this project, we 
swiftly accustom ourselves and provide the best products and services 
through the most suitable distribution channels. As the favorable sales 
at Dai-ichi Frontier Life indicate, we believe our project is well under 
way.  

 In the product and services area, we promoted protection-type 
products while controlling sales of savings-type products through a 
swift and adequate pricing change. To be robust in a scenario where 
lower interest rates continue, we will remain flexible to ensure 
adequate pricing assumptions. We will also strive to provide the right 
products to cater to customer needs gender-wise, age-wise and 
market-wise. For example, Neo First Life launched a product during 
the last fiscal year that captures a changing need for medical 
coverage, in light of patients’ widening options for medical care due to 
technological evolution. 

 Going forward, insurance business would experience a significant 
change with the use of information and communication technology, 
artificial intelligence and big data. We view this change as an 
opportunity and will use resources to create innovative products and 
services through InsTech. 

 Further, we will take advantage of new alliances, such as the alliance  
with Japan Post Insurance, which I will explain later. 
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 Please turn to page 22. 
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 I will explain the business at Dai-ichi Frontier Life (DFL). 
 In spite of the bancassurance market becoming more and more 

competitive, DFL, as a leading company, again experienced favorable 
insurance sales last year, maintaining its top share in the market. 

 As you can see, the number of sales channels and the number of 
products offered per sales channel are increasing, as a result of DFL’s 
good relationship with channel partners and its customer-centric 
product development. 

 As you can see on the right, DFL was able to mark its first profitable 
year. Going forward, DFL plans to generate a stable profit out of its 
robust in-force policy base, by adequately controlling risks as well as 
adding new policies. 

 Please turn to page 23. 
 



 Now I will explain the business at Neo First Life (NFL). 
 During its 9 months of operation since its inauguration last August, 

NFL has already launched 4 products and entered into distribution tie-
ups with many channel partners. 

 Now that NFL’s infrastructure, including human resources, is ready to 
process a greater number of policies, it aims to get on a growth 
trajectory by (i) launching innovative products to better capture the 
needs of customers who like to compare products and (ii) providing 
strong support to banks and insurance shops. 

 Also, NFL strives to create innovative values in products and services 
through InsTech. 

 Please turn to page 24.  
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 The second growth engine is our overseas insurance business. 
 We aim for further profit growth in the mid-to-long term while striking a  

balance between developed and emerging markets. 
 As I discussed earlier today, profit contribution from overseas 

insurance business for the fiscal year ended March 31, 2016 
significantly increased compared the previous year, due to each 
operation’s steady growth and by acquiring the ownership of 
Protective Life.  

 Going forward, Protective will seek further opportunities for 
acquisitions. TAL operates flexibly in the changing business climate, 
leveraging its well-balanced business mix of retail and group 
insurance. Dai-ichi Life Vietnam strives to increase sales through new 
distribution channels such as Vietnam Post. As announced, we were 
able to sign a memorandum regarding trilateral collaboration with 
Japan Post Insurance and Vietnam Post on April 19, 2016. Dai-ichi 
Life Vietnam will take advantage of the new alliance and take another 
step forward. 

 Please turn to page 25. 

24 



 The third growth engine is our growth investment including the asset 
management business. 

 In an unprecedented negative interest rate environment, we strive to 
enhance our investment management process based on the belief 
that stable investment income is essential to create corporate value. 
We will continue to enhance this initiative. 

 In particulars, we will invest in the middle risk and middle return area, 
including infrastructure fund and project finance for incremental 
earnings and diversification in order to strengthen our profitability in 
the current low interest rate environment. 

 Please turn to page 26. 
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 This slide explains our new asset management company. 
 In October 2016, or “the 2nd stage of growth after the Rebirth”, DIAM 

Asset Management will be integrated with 3 Mizuho group companies 
and renamed as “Asset Management One”. 

 We believe that the new company will grow faster than DIAM because 
it is expected to have know-how about investment, product 
development and sales through the integration of each company’s 
expertise and resources.  

 In addition, the new company will aim to acquire investment money 
globally by maximizing the use of both parent company group 
networks focusing around Japan, and to be a global asset 
management company which provides solutions by using its expertise 
in investment in Japan and Asia. 

 Please turn to page 27. 
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 I will explain the benefit of the new business alliance with Japan Post 
Insurance. 

 The two companies share the vision of cooperating in three business 
domains or the Three Growth Engines to contribute to the 
development of local communities. 

 We will be launching projects in various business domains starting 
with projects listed on this slide. 

 Please turn to page 28. 
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 I will explain the significance of the business alliance for the two companies. 

 First of all, the alliance marks a significant step for us today, by establishing 

a broad-based, firm alliance with a partner which possesses strengths in 

various areas, working together to develop local communities. 

 Second, the alliance stems from a long history, starting with the debate 

even before the establishment of Japan Post Insurance under the Ministry 

of Communication in 1916 whether a public-owned organization or a private 

company should run the life insurance business. 

 Our founder, Mr. Tsuneta Yano, opted for a private company, and had 

various discussions with Mr. Hiroshi Shimomura, then Director General at 

the Ministry of Communications, and developed a mutual understanding as 

colleagues dedicated themselves to the development of a life insurance 

business in Japan.  Mr. Taizo Ishizaka, who worked as Director at the 

Ministry, joined Dai-ichi and later became the third President of the 

Company.  Both companies had developed through separate ways, but 

there have always been crossroads and the alliance after 100 years of 

history was a necessary result. 

 Going forward, both companies share the vision of delivering better 

products and sophisticated services to customers throughout Japan, 

thereby contributing to the development of local communities.  For Dai-ichi 

Life, Japan Post Insurance is the best partner to achieve its vision of 

“Peace of mind, In communities and around the world”. 

 Please turn to page 29. 
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 I will explain financial strategy. 

 The target for consolidated adjusted net income of 220 billion yen in 

the fiscal year ending March 31, 2018 is unchanged in light of the 

initiatives I have explained. 

 Although the appreciation of the yen and lower interest rates have 

some impact on profit of Dai-ichi Life on a non-consolidated basis, we 

forecast stable accounting profit thanks to positive factors such as a 

decrease in provision for additional policy reserve. 

 Please turn to page 30. 



 Here I would like to discuss the impact of economic value indicators. 

 I’d like to reiterate that we increased net income last year despite adverse economic conditions, 

demonstrating our firm foundation. We forecast another increase in profit this year because 

negative interest rate policy has a limited impact on our financial performance in the immediate 

term.  

 In addition, we have no immediate concern over financial soundness under current regulation. 

Solvency margin ratio at Dai-ichi Life non-consolidated was approximately 900%, far above 

regulatory minimum of 200% 

 On the other hand, economic value indicators such as EV and capital adequacy ratio were 

impacted. Generally speaking, the contract term for life insurance is long by nature. Therefore, 

income for a particular year does not reflect real profitability because income is generated over a 

long period of time. Accordingly, we calculate EV to better understand corporate value by 

projecting future profit. It is necessary to take into account various sets of assumptions, such as 

interest rates, among other things. However, risk-free rates that have been recognized as the 

most objective interest rates have been under pressure for political and temporary reasons. It is 

very important to determine, in a level-headed manner, whether the forward yield curve that we 

now see is a highly probable scenario that will materialize over several decades. 

 We have been consciously taking actions while sophisticating our internal capital model from time 

to time in light of economic value capital regulation that has been discussed towards the 

application in 2020.  We will also get in on the discussion with the regulators for formulating new 

regulation. 

 In sum, although we look the low interest rates squarely, from a long-term perspective, yield curve 

that we now see is a single set of assumptions. If we were entrenched in this assumption and take 

actions by ignoring the possibility of other scenarios materializing, then such actions might lead to 

generating other risks that decrease shareholder value.  

 Based on such a recognition, we will continue ERM by taking various factors into account, such as 

the development of the macro economic conditions and global capital regulations from mid-to-long 

term perspective.  

 Please turn to page 31. 
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 I will explain our economic capital adequacy as of March 31, 2016.  As 

with the calculation of Embedded Value, valuation of economic capital 

adequacy also reflects the ultimate forward rate.  Previously disclosed 

figures are re-calculated for your reference. 

 On a comparable basis, the amount of capital reflected significantly 

lower interest rates and the adjustment of global stock markets, and 

amounted to 4.6 trillion yen.  The risk amount also increased due to a 

higher interest rate risk in light of lower interest rates and amounted to 

4.7 trillion yen.  Thus the economic capital adequacy decreased to 

98% as of March 31, 2016. 

 We will make prudent decisions from a mid-to-long term perspective 

based on our Enterprise Risk Management framework in place. 

 Therefore, we keep our target for economic capital adequacy toward 

the end of March 31, 2018. 

 Let me elaborate on this matter.  Please turn to page 32.  
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 To achieve the target, in addition to the combined value of new 
business from Three Growth Engines, we will initiate a number of 
management actions, including adequate control of risk amount and 
non-dilutive measures of capital increase that could improve capital 
adequacy by more than 20 percentage points. 

 The current interest rate structure is impacted by monetary policy, and 
the Company expects some degree of improvement in rates during 
the two years through March 31, 2018.  However, if the current interest 
rate environment persists, we will come up with additional 
management actions. 

 Our target is scheduled well before the global capital regulation for 
insurance companies is expected to take effect in 2020.  We can 
make good use of time.  Finally, we can discuss the direction of the 
regulations through communication with the regulators. 

 The management of the Company continues to make appropriate 
choices from options that we have in light of the financial and 
economic environment. 

 Please turn to page 33. 
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 The planned shift to a holding company structure continues to make 

progress as scheduled.   

 In April, the Board of Directors resolved that Dai-ichi Life’s domestic life 

insurance business will be succeeded by the Dai-ichi Life Split Preparation 

Company, and the Company will become a holding company with a new 

trade name, “Dai-ichi Life Holdings, Inc.”, with a new purpose of managing 

the group’s operating companies.  Accordingly, the Company concluded an 

definitive agreement with respect to an absorption-type corporate split and 

necessary amendments to the Articles of Incorporation, which will be 

effective on October 1, 2016 subject to the approvals of the annual general 

meeting of shareholders and regulatory authorities. 

 Since 2012 the Company operates Group Management Headquarters 

(GMH) to facilitate the flexible allocation of capital, or full-fledged ERM.  

And the GMH also facilitates a governance structure that contributes to 

swift decision-making for each group company.  Starting from day one on 

October 1, 2016, our Group will be able to operate under the new 

organization in full throttle.  We believe the shift to a holding company 

structure will benefit our shareholders through growth in corporate value by 

achieving Group synergies and efficiencies, and by taking advantage of 

industry consolidation and the ability to take corporate actions with flexibility 

and agility. 

 We will also improve our disclosure standards to show how the holding 

company structure benefits our shareholders. 
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 Please turn to page 34. 
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 The Company continues to improve its corporate governance.  The 
Company will shift to a holding company structure with Audit & 
Supervisory Committee.  As announced in the press releases on May 
13, the new board of directors will have two more directors, with one 
third of them outside directors.  

 Actually, the Dai-ichi Life Group has become the most diversified 
organization among Japanese life insurance companies.  And since a 
high level of expertise is required in the management of the life 
insurance business, the Board of Directors will strike a balance 
between inside directors, who are familiar with the insurance business, 
and outside directors with a wide range of experience and expertise.  
With a majority of outside directors, the Audit and Supervisory 
Committee will assume robust checks and balances functions. 

 In addition, the Articles of Incorporation stipulate the creation of a 
Nomination Advisory Committee and a Remuneration Advisory 
Committee, ensuring an incomparable level of transparency of the 
management. 

 Please turn to page 35. 
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 Finally, I’d like to explain our shareholder return policy. 
 As I explained at the outset of this presentation, we have increased 

payout along with our profit growth. We proposed cash dividends of 35 
yen per share, an increase of 7 yen, and a stock repurchase of up to 
16 billion yen, an increase from 15 billion yen compared to the 
previous fiscal year. Total payout ratio will be around 30%. 

 Our total payout ratio target to pay out around 40% of consolidated 
adjusted net income sometime during the ‘D-Ambitious’ period is 
unchanged. Also, we will strive to increase shareholder returns 
through profit growth as well. 
 

 This is the end of my presentation. 
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