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ESR Before and After Change to UFR/LLP Standards

Basic Approach to Capital Management PoliciesCapital Management Policies and ERM
Our group bases its capital management policies on the 
enterprise risk management (ERM) framework, aiming for the 
sustainable enhancement of corporate value and further 
improvement of shareholder returns while ensuring  
financial soundness.

Under our mid-term management plan “Re-connect 
2023,” starting from fiscal 2021, we strive to achieve 
sustainable growth through executing “disciplined capital 
management” developed from our ERM cycle (profit, capital and 
risk). Disciplined capital management is the approach to 
enhance corporate value through the favorable circulation of 
capital and cash obtained from business operation and released 

Through capital allocation to highly capital-
efficient and growth businesses, we 
promote disciplined capital management 
that enhances Group capital efficiency, 
cash generation and further improvement 
of shareholder returns.

Toshiaki Sumino
Director, Managing Executive Officer

by risk reduction within the Group by reallocating capital to 
highly capital-efficient businesses and growth businesses while 
ensuring financial soundness.

For our economic solvency ratio (“ESR” below), an indicator 
of financial soundness on an economic value basis, we have set our 
target range from 170% to 200%. While stably securing that target 
range, we aim to achieve higher capital efficiency early on that 
exceeds our cost of capital by improving our risk adjusted return. 
We implement our capital management policies in accordance 
with that ESR range and proactively consider investments in 
growth opportunities and/or flexible additional payouts to 
shareholders if ESR exceeds our target range.

• Consider stable dividends in line with profits
• Actively consider growth investments and/or flexible additional payouts to shareholders

• Maintain stable dividends in line with profits 
• Consider growth investments and/or flexible additional payouts to shareholders based on 
  financial soundness

Target
Level

170% to
200%

• Maintain stable dividends in line with profits
• Consider growth investments and/or flexible additional payouts to shareholders based on prospect of 
  improvement to medium-term target (Reconsider risk-taking and/or shareholder payouts as needed)

200%

170%

130%

• Consider risk reduction and reconsider shareholder payouts
   (Consider recapitalization as needed)

203%: Current (As of end of Mar. 2021)

ESR Level and Approach to Capital Management Policy

Capital
¥7.2tn

ESR
195%

Integrated
Risk*3

¥3.7tn

¥8.5tn

¥3.8tn ¥3.8tn

¥7.9tn

End of Mar. 2020
Before change

End of Mar. 2021
Before change

End of Mar. 2021
After change

Decrease of approx.
¥600bn

o/w change in UFR Decrease of approx. 9%pt
o/w change in LLP Decrease of approx. 14%pt

Change in UFR*1/LLP*2

Decrease of approx. 23%pt

(Other) Increase of approx. 2%pt

Nearly flat
(marginal increase)

Before
Change 
224%

After
Change
203%

*1 UFR (ultimate forward rate) refers to a concept that assumes that future short-term rate (forward rate) will ultimately converge to a constant level.
    Generally, such level is set based on macroeconomic factors analysis and other assumptions.
*2 LLP (last liquid point) refers to the longest maturity for which the market of the relevant financial instrument (swaps or government bonds) is deemed to be deep, liquid and transparent.
*3 Refers to the amount of risk of the company overall integrated (calculated) by using statistical methods to measure insurance, investment and other risks maintained by the Group 

based on a standardized scale after considering the correlation among each type of risk and other factors.

Customers/Society

Capital circulation management focused
on improvement of capital efficiency

–Balanced capital allocation and substantial financial measures that contribute
to sustainable growth (emphasis on cash flow and economic value)–

Reaffirmation of cost of capital / Business portfolio management (expanding / exploring) /
Risk transfer (utilization of reinsurance) / Circulation of surplus capital

⇒Growth investments / Shareholder returns / Reinforcement of financial soundness

Investment return exceeding the cost of capital

Experiential
values

Growth
investment 

(Capital
investments,

etc.)

Capital financing
(Equity/debt

financing policy)

Customer
satisfaction

(Value)

Free
cash flow

Shareholder returns
(as per shareholder

return policy),
debt interests and

principal payment, etc.

Operating companies

Group (Holdings)

Capital markets (Shareholders / creditors, etc.)

Improvement of operating efficiency
Execution of business plans / Risk reduction

(Sale of domestic equities (incl. hedges), 
purchase of long-term bonds and utilization of reinsurance, etc.)

Risk transfer / Improvement in productivity / Ensuring of financial soundness
⇒Increase in adjusted profit / Value of new business / Free cash flow (+ free cash)

C
apital allocation

C
ash circulation

Disciplined Capital Management
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End of Mar. 2020
Before change to ESR standards

Market fluctuation
factors, etc. 

 (including changes in other
companies in the Group)

Approx.+¥410bn

End of Mar. 2021
Before change
to standards

End of Mar. 2021
 After change to

standards

Kept nearly unchanged through risk reductions even
as stock market rose considerably

Approx.

¥2.6tn

Approx.69% Approx. 68% Approx. 68%

4%
6%

11%

6%

18%

25%

3%
5%

10%

8%

20%

21%

4%
6%

11%

8%

21%

19%

(DL) Effects of risk reduction initiatives
Approx.¥410bn

Approx. ¥270bn*5

Approx. ¥140bn*6

Interest Rate Risk

Equity Risk

Other market-related risk
Real estate

Credit

Exchange rate

Interest Rate Risk

Equity Risk

Interest rate +
equity risk amounts 
(before considering

diversification effect)

¥2.6tn

*5 Effects of initiatives including effects from the purchase of super-long-term bonds and the rolling of derivatives (approx. ¥30bn), which were implemented during the fiscal year ended 
Mar. 2020 as a means of accelerating risk reduction initiatives for the fiscal year ended Mar. 2021, amounted to approx. ¥300bn.

*6 Including ¥90bn of effects from a hedging position established with the aim of accelerating risk reduction benefits during the period of this MMP.

(Achieve approx. 8%
on average in the medium-term)

Cost of Capital
Reduction

(Image representation)

Cost of Capital
(Estimate)

Adjusted ROE
ROEV

Value propositions in capital m
arkets

Secure double
digit level

exceeding cost
of capital

*4 The average of the last three years (for fiscal 2018-2020) is shown.

10%

8.9%
8.6%*4

Approx. 8% Approx. 8%
Approx. 9%

Medium- to
Long-Term Direction

(by fiscal 2026)

Target under this MMP
(fiscal 2023)

Fiscal 2020 actual

Main Initiatives for Materialization of Disciplined Capital Management

With regard to risk reductions being implemented with the 
intention of reducing the cost of capital, our initiatives in fiscal 
2020 made significant progress towards our previous target of 
reducing market-related risk until the end of fiscal 2023, which 

Risk Reduction Initiatives
we formulated at the end of fiscal 2019. As a result of reducing 
market risk by approx. 410 billion yen, Dai-ichi Life kept risk 
amounts nearly unchanged even as stock market prices rose 
considerably. Additionally, as a result of reducing interest rate 

risk, our level of sensitivity to domestic interest rates for ESR 
has steadily declined.

However, as of the end of fiscal 2020, among integrated 
risk amounts held by the Group, market-related risk, mostly 
consisting of interest rate and equity risks, accounted for 68% 
and insurance risk under the Group’s main business making up 
29%. As such, the improvement of our risk profile remains a 
challenge. In our MMP, while also factoring in our forecast that 
the lack of transparency and stability in the global financial 
market and economy will persist going forward, we increased 
our target amount of market risk reduction until the end of fiscal 

Amid the changes in the business environment, we revised our 
recognition of the cost of capital from 8% to 10%. In order to 
break away from the discounted level of our share price, we 
strive to improve our capital efficiency that stably exceeds the 
cost of capital based on a medium- to long-term goal by 
reducing the cost of capital through risk reduction and improving 
capital efficiency through the review of our business portfolio 
based on advanced capital allocation. For the improvement of 
capital efficiency, we newly introduced adjusted ROE as a 
valuation indicator to complement ROEV, and implement capital 
reallocation to higher capital-efficient and growth businesses. 

More specifically, we revised our operation for business 
assessment based on the cost of capital of 8% across the board 
for all businesses (while adjusting the differences in domestic 
and overseas interest rates for overseas businesses) and 
applied a new cost of capital for each business that takes into 
consideration individual business risks and market risk 
premiums in each country for capital allocation and recovery 
decisions. As for the use of free cash generated through this 
operation, we will further refine the balance between securing 
financial soundness, growth investments, and shareholder 
returns.

2023 and aim to further improve our financial strength.
Specifically, with regard to interest rate and equity risks, 

which constitute the majority of our market-related risk, we are 
aiming to reduce equivalent to approximately 20% (prior to 
taking financial and changes, etc. into consideration) compared 
to risk amounts at the end of fiscal 2020 by the end of fiscal 
2023. For interest rate risk reductions (approx. 280 billion yen), 
we promote initiatives through lengthening asset duration and 
utilizing reinsurance and derivatives. Likewise, for equity risk 
reductions (approx. 280 billion yen), we continue reducing 
equity holdings and utilize derivatives.

Reduction of interest rate risk
Additional purchase of ultra-long-term bonds /

Extension of asset duration / Hedging

Reduction of interest rate risk
Reinsurance ceding of legacy

liabilities with high assumed interest rate

Reduction of equity risk
Sale of equities / HedgingAdditional purchase/replacement amount in fiscal 2020

Approx.¥1.7tn 
(Converted into 30-year government bonds)

• Steady accumulation of super-long-term bonds and replacement for 
  lengthening duration based on financial market trends / Utilization of 
  swaptions, etc. in accordance with situation

Fiscal 2020 policy liabilities for reinsurance ceding
(Total since start of initiatives)

Approx. ¥300bn (Approx. ¥600bn)

• Proactive restructuring of liabilities through strategic 
  reinsurance ceding

Fiscal 2020 amount of sale of domestic shares

Approx.¥200bn (market value)

Establishment of hedging position*7

Approx. ¥400bn

• Reduction of equities held in line with plan and hedging 
  through derivatives, etc.

Using part of gains on sale of securities

*7 Accelerated initiatives during this MMP period

Utilization of part of capital gains from sale of equities
(offset with reinsurance ceding related expenses)

Result of Market Risk Reduction Initiatives at Dai-ichi Life in Fiscal 2020

Our ambition after risk profile transformation Market-related risk reduction targets

Assumptions behind Disciplined Capital Management with 
Focus on Capital Efficiency
(Revision of cost of capital (from 8% to 10%) and improvement of capital efficiency)

Capital Efficiency and Financial Soundness

Composition of Market-Related Risk Amounts

Risk profile (After ESR standard change)

End of
Mar. 2021

Starting point

End of
Mar. 2024

Interim goal

68%
41% of which is 
interest rates
and equity risks

Insurance risk
Approx.31% 29%

Market-related risk
Approx. 65%
36% of which is interest 
rates and equity risks

End of Mar. 2021

¥1.4tn*8

(¥0.3tn decrease
from Mar.2020)

Interest rate
risk amount

End of Mar. 2021

¥1.3tn*9

(¥0.3tn increase from Mar.2020)
¥3.5tn (market value) of
domestic listed equities

(+¥0.8tn since end of Mar. 2020)

Equity risk amount Target reduction
amount of risk

Approx. ¥560bn
o/w interest rate

risk ¥280bn
o/w equity

risk ¥280bn

Amount of new
interest rate & equity

risk reduction
initiatives

Reductions equivalent
to approx. 20%

*8 After change to ESR standards.
*9 Excluding effects of accelerated hedging position.
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The life insurance business has a highly recurrent profit 
structure with a high degree of probability of future earnings 
based on in-force business over the long term. We leverage this 

advantage to reinforce the recurrence of profit generation 
through the accumulation of new business going forward.

Up to this point, the amount of dividends remitted to the holding 
company from operating subsidiaries was determined based on 
the profit generated at each of those subsidiaries. Going 
forward, we will shift to remittance based on the free cash of 
those subsidiaries calculated after considering multiple 

perspectives and constraints, such as financial soundness on 
an economic value basis, regulatory requirements and 
accounting constraints in each country. We anticipate that 
remittances from subsidiaries will increase in terms of both 
percentages and amounts through this transition.

Cash balance at end
of Mar. 2021

After shareholder payouts
for previous fiscal year

HD’s cash forecast
during period of MMP

Cash balance at end
of Mar. 2020

Fiscal 2020 major changes in cash
Remittances from

subsidiaries
Approx. ¥135bn

Approx. ¥130bn

Assumed remittances
in fiscal 2022-23
Approx. +¥450bnFiscal 2021 Forecast

Other
(incl. proceeds from sales

of affiliate shares, etc.)
Approx. +¥125bn

Approx.

 (¥100bn)

Approx. (¥54bn)

Growth investments, etc.
(incl. capital injection to subsidiaries, etc.)

Estimated remittances
from subsidiaries

Approx. +¥190bn

Approx. ¥600bnApprox. (¥270bn)
o/w share repurchases

(¥200bn)
o/w shareholder dividends

(¥70bn)

Approx. ¥230bn
Shareholder

payouts Shareholder payouts

Amount of remittances from subsidiaries anticipated to gradually increase

*10 Including the balance, changes in cash at the intermediate holding company and cash held to secure liquidity at the holding company. Additionally, remittances from the U.S.-based Protective and 
other overseas subsidiaries have been partially accounted for as if they are deposited in the next business year of holdings company in the same manner as domestic subsidiaries.

New
overseas
markets

Existing
overseas
markets

Domestic
market

Protection

Health
and

medical
care

Asset
formation/

succession

Expand
Existing
business
domains

Explore

Enhancing
connections

Expand Existing Business While Exploring for Opportunities 
Beyond Insurance

Movements in Holding Company’s Cash Position*10

In fiscal 2020, we sold our stake in Janus Henderson based on 
the direction of our Group business strategy and financial and 
capital management strategies under our prior MMP, “Connect 
2020.” On the other hand, we made investments in good 
business opportunities with the improvement of capital 
efficiency and the control of risk (profit volatility), including the 
conversion of Sohgo Housing into a wholly owned subsidiary 
and the establishment of a new reinsurance company in the 
British Overseas Territory of Bermuda. Under the current MMP, 
by reviewing our existing business portfolio and utilizing 
generated free cash and internal reserves, we accelerate the 
expansion and diversification of our business portfolio through 
striving to deepen our core businesses (protection and asset 

formation/succession) and pursue the acquisition of new 
organizational capability in areas such as the digital, health and 
medical domains.

Regarding the total payout ratio of 40% that constitutes the 
shareholder payout policy under our previous MMP, we were 
able to adequately fulfill that ratio through a combination of cash 
dividends and share buybacks.

Under our current MMP, we will realize a stable dividend 
payout of at 30% or more (based on average of adjusted Group 
profit; basically no reduction of dividend per share) with a view to 
offering more attractive shareholder returns. In addition, we set a 
medium-term average total payout ratio target of 50% as a rough 
guide. We will strategically examine and implement flexible 
additional payouts to shareholders largely through share 
buyback after taking elements such as ESR and cash flow 
status, the presence of growth investment opportunities and our 
company stock price levels into total consideration.

For payouts to shareholders in fiscal 2020, we 
distributed cash dividends of 62 yen per share, the same 
amount as in the previous fiscal year. However, based on the 
above changes to our shareholder payouts policy, we decided 
to conduct share buyback in the amount of 200 billion yen, and 
achieved a significant increase in shareholder returns.

Going forward, we aim to further improve shareholder 
returns by putting our business base in Japan and overseas, 
which we have been expanding and diversifying up until now, 
onto a growth trajectory, as well as by strengthening the 

sustainable growth of Group profit and our ability to generate 
capital and cash.

Towards Realizing Attractive Shareholder Returns

Transition to Remittance Operation Based on Free Cash Review of Business Portfolio

Reinforcement of Recurrent Profit of Life Insurance Business

Over time, we have endeavored to ensure our financial 
soundness through steady capital accumulation by recurring 
profit and initiatives for market-related risk reduction. 
Additionally, in fiscal 2020, we reinforced our capital base 
further through refinancing with an increase in the amount of 
Dai-ichi Life’s perpetual subordinated loans (Oct. 2020), 
procuring perpetual subordinated debt at the holding company 
(Mar. 2021) and conducting financing at our overseas 
subsidiaries, among other efforts. As a result of these efforts, 
our ESR at the end of fiscal 2020 improved to 203%, exceeding 

our target range of 170% to 200%. In order to stay within that 
target range going forward, we engage in firm and strict 
financial management by controlling ESR volatility through 
market-related risk reduction, among other methods.

Ensuring financial soundness

Financing of Group Subordinated Debt in Fiscal 2020

Dai-ichi Life Perpetual subordinated loans ¥181bn

Dai-ichi Life HD Perpetual subordinated debt ¥80bn
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0

(Yen)
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10

0

(%)

Fiscal 2016 Fiscal 2017

Cash dividends per share Total payout ratio*12

Share 
buyback

23 billion yen

Share 
buyback

39 billion yen

43
50

35
40

Fiscal 2018 Fiscal 2019 Fiscal 2020

Share 
buyback

28 billion yen

Share 
buyback

30 billion yen

58 62

40 40

Share buyback
Up to

200 billion yen*13

62

*12 Total payout ratio = (Total dividends distributed to shareholders + total amount of 
share buybacks) / Group adjusted profit

*13 Based on our ESR forecast and other factors, we applied a review policy for 
flexible additional payouts to shareholders based on our new shareholder payout 
policy. The decision to conduct share buybacks of upto 200 billion yen was made 
at the meeting of Board of Directors held on March 31, 2021.

Basic Policy on Shareholder Payouts

Stable dividends in 
accordance with 
profit (from fiscal 

2021)

[Dividend payout ratio] 30% or more each fiscal year
•  Basically no reductions of dividend per share

Considering flexible 
additional payouts 

to shareholders 
(from fiscal 2020)

•  Scale, timing, etc. of implementation are 
strategically determined

•  Rough guide for total payout ratio: Medium-term 
average of 50%

Stable profit generation 
over the long term 
(Recurrence of life
insurance business)

New business 
(fiscal 2020)

First year expenses offset with 
future profits.
New business builds up future profits.

10-year cumulative Approx. ¥1.1tn

10-year cumulative
(excl. 1st year expenses) 
Approx. ¥100bn

20-year
cumulative 
Approx. ¥1.8tn

1-5 yrs

1-5
yrs

6-10
yrs

11-15
yrs

16-20
yrs

21-25
yrs

26-30
yrs

31+
yrs

0

-100

-50

0

50

100

200

400

600
(¥ in billions)

(¥ in billions)

6-10 yrs 11-15 yrs 16-20 yrs 21-25 yrs 26-30 yrs 31+ yrs

Profit of Dai-ichi Life 
every fiscal year is 
comprised of stable 
profit generated from 
in-force business, 
profit/loss from new 
business and gains/
losses other than those 
from fixed income assets, etc.

Group Economic Value based on
Capital and EEV capital

Future profit anticipated from life insurance business at Dai-ichi Life
(Cumulative amounts every 5 years, 
estimate)*11

Economic
value-based

capital

Economic
value-based
risk amount

ESR EEV

Subordinated debt /
difference in standards, etc.

Unrealized gains
other than fixed

income assets, etc.

Net worth, etc. 
+ retained earnings

in liabilities

1st
year

Value of in-force business
+ Unrealized gains

on yen-denominated
fixed income assets, etc.

Approx. ¥2.5tn at Group
(o/w approx. ¥1.6tn at Dai-ichi Life)

In-force business
(As of end of Mar. 2021)

*11 Estimated value based on the assumption that fixed income assets are held until maturity and on adjustments to future interest income, etc.

20-year cumulative
(excl. 1st year expenses) 
Approx. ¥150bn
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