
This is Toshiaki Sumino of Dai-ichi Life Holdings, Inc.
Thank you for joining our conference call to discuss the Dai-ichi Life
Group’s financial results for the fiscal year ended March 31, 2017.
I will go over the presentation material, followed by a question and answer
session.
Please turn to page 2.





Here are the highlights of the Dai-ichi Life Group’s financial results.
Please turn to page 3 for more details.



I would like to highlight the following three points for the Group’s financial results.
Firstly, the Group’s revenues were down while profit was up year-on-year. Starting with the
introduction of negative interest rates and events such as the Brexit referendum and the
United States presidential election, uncertainty continued during the fiscal year. In this
environment, net income increased by 29.6% year-on-year, a significant achievement
reflecting Dai-ichi Group’s continued efforts to diversify its business and geographic portfolio.
Regarding our domestic life insurance business, we controlled sales of yen-denominated
single premium savings-type products and enhanced our shift to protection-type products by
introducing new products. While satisfying strong needs of savings-type products, with the
introduction of a new corporate protection-type nursing insurance, annual net premium for new
business of 3rd-sector products grew by approximately 20%. Our overseas life insurance
business continued to grow steadily as sales channels expanded. The asset management
business, while there were one-time gains, contributed to profit by flexibly adapting to changes
in the environment.
Secondly, the newly defined “Group Adjusted Profit” on which the Group bases shareholder
payout from the fiscal year ended March 2017 was 210.1 billion yen. As we disclosed earlier
today, we made an upward revision to our annual dividend forecast to 43 yen per share (8 yen
increase from the prior year) from our initial forecast of 40 yen per share (5 yen increase from
the prior year). We also announced a share repurchase of 23.0 billion yen and expect total
shareholder payout to be 73.7 billion yen (total payout ratio of 35%).
Thirdly, group embedded value at the end of March 2017 increased from the end of March
2016 to approximately 5.5 trillion yen due to factors that included accumulation of value of new
business and improvements in economic conditions, such as interest rates and stock prices.
Please turn to page 4.



Here are the consolidated statement of earnings and consolidated balance 
sheet.
Please turn to page 5.



Here are the financial results of the Group and its major subsidiaries.
Consolidated ordinary revenues were down by approximately 900 billion
yen. In addition to controlled sales of yen-denominated single premium
savings-type products in the domestic life insurance business, Dai-ichi
Frontier Life’s premium income decreased significantly in light of growing
uncertainties in the financial markets. However, because sales of
protection-type products increased and investment gains improved, results
were in line with our expectations.
Ordinary profit and net income both increased year-on-year and surpassed
the annual forecast announced in November 2016. Affected by the financial
markets, profit at Dai-ichi Life decreased year-on-year and fell short of the
Company’s annual forecast. However, profits for Dai-ichi Frontier Life
increased significantly because of a reversal of policy reserves related to
market value adjustment. For the overseas life insurance business,
investment gains were favorable because of the rise in interest rates and
improvements in the corporate bond spreads. Also, improvements in
profitability for death protection products towards the end of the fiscal year
in Australia and contribution from the block acquisition business in the
United States contributed to the increase in profit year-on-year and helped
profit to surpass the Company’s forecast in both regions.
Please turn to page 6.



I will explain the trends in annualized net premium (ANP) of our new business.
As for the domestic life insurance business, Dai-ichi Life and Dai-ichi Frontier Life
controlled sales of yen-denominated single premium savings-type products.
Backed by strong saving needs, sales of level-premium individual annuities at
Dai-ichi Life and sales of foreign currency-denominated fixed annuities at Dai-ichi
Frontier Life are expanding. Meanwhile, our sales strategy focused on protection-
type products began to show results. With the introduction of a new corporate
protection-type nursing insurance from Dai-ichi Life, new business ANP for Dai-
ichi Life’s 3rd sector business jumped by 17.6% year-on-year. Together with new
product offerings from Neo First Life, the Group’s domestic 3rd sector ANP of
new business grew by approximately 20%.
As for the overseas life insurance business, new business of TAL decreased
because the amount of new business in group insurance acquired during the
previous period was very large. Moreover, sales of variable annuities of
Protective fell due to the effect of controlled sales by independent insurance
agents prior to an expected change in the regulatory environment. On the other
hand, Protective’s partnership with Costco started an expansion of sales partners
and TAL is also taking a similar approach as well. Also, Dai-ichi Vietnam
achieved high growth as sales through individual insurance agents expanded.
As a result, the Group’s overall new business increased by 13.8%.
Please turn to page 7.



With the expansion of new business, the Group’s policies in force
maintained positive growth with an increase of 7.0% year-on-year.
Please turn to page 8.



Segment results are shown here.
With the shift to a holding company structure, business segment
information is categorized into three segments as shown above: domestic
life insurance business, overseas insurance business, and other
businesses.
Please turn to page 9.



These are the financial results of each major group company.
Dai-ichi Life’s investments in separate accounts turned to gains in fiscal
year ended March 2017 versus losses in fiscal year ended March 2016 that
were offset by provision for (reversal of) policy reserves. With this effect
excluded, investment income decreased and investment expenses
increased year-on-year. The impact was due to fluctuations in the financial
markets, including foreign exchange rates and stock prices.
Dai-ichi Life’s operating expenses increased because of strategic
investments in its sales representative channel. However, because of the
decrease in sales commission resulting from a decrease in sales at Dai-ichi
Frontier Life, operating expenses on a consolidated basis decreased.
As for the overseas life insurance business, investment gains improved
significantly.
Extraordinary gains included gains on changes in equity of approximately
12.5 billion yen relating to the reorganization of Asset Management One.
Please turn to page 10.



As explained in the press release and conference call held on March 31,
2017, the Group newly defined “Group Adjusted Profit” on which the Group
will base shareholder payout from the fiscal year ended March 2017.
“Group Adjusted Profit” is the total of Group companies profit after
adjustments for non-cash accounting items. Adjustments are made net of
tax.
The main items to be added back are “provision for contingency reserves in
excess of statutory amount” at Dai-ichi Life and “amortization of goodwill”
as a consolidation adjustment. The main items to be deducted are “gains or
losses on accounting for market value adjustment” at Dai-ichi Frontier Life
and “gains on change in equity” as a consolidation adjustment.
After these adjustments, Group Adjusted Profit increased to 210.1 billion
yen from 204.6 billion yen. Compared to the increase in consolidated net
income of 52.7 billion yen year-on-year, the increase in “Group Adjusted
Profit” was only 5.4 billion yen.
As explained at the beginning of this presentation, dividends of 43 yen per
share together with a share repurchase of 23.0 billion yen totals 73.7 billion
yen and the total payout ratio is thus expected to be 35%. When calculated
based on the former standard, the total payout ratio is 30%.
Next, I will explain the domestic life insurance business, the overseas life
insurance business with the financial results of major subsidiaries. Please
turn to page 12.





Here are the summary financial statements for Dai-ichi Life. The
adjustment process for adjusted net profit is shown on the bottom left.
Please turn to page 13.



This slide shows the reconciliation of Dai-ichi Life’s fundamental profit to net
income. Adjustments related to provision for (reversal of) policy reserve
associated with minimum guarantee are made to fundamental profit.
Regarding adjusted fundamental profit, both positive spread and gains from
core insurance activities decreased year-on-year. Positive spread
decreased due to a decrease in yen-converted interest and dividend
income from foreign currency-denominated assets impacted by the strong
yen during the first half of the fiscal year. Gains from core insurance
activities declined year-on-year due to an increase in retirement benefit
expenses attributable to lower interest rates and expenses related to
strategic investments in our sales representative channel in order to
strengthen and expand the number of our sales representatives.
As for items not related to adjusted fundamental profit, Dai-ichi Life reduced
the provision for additional policy reserves. Also, because we increased our
investment allocation to foreign currency-denominated bonds with currency
hedges and because of rising hedge costs, foreign exchange losses
increased. In addition, losses on valuation of securities increased because
of fluctuations in the financial environment resulting in capital losses.
Ordinary profit and net income declined year-on-year.
Please turn to page 14.



This slide shows the quality of in-force business and trends in the size and 
productivity of Dai-ichi Life’s sales representative channel.
Please note that all areas shown are improving.
Please turn to page 15.



I will explain the investment spread and additional policy reserve of Dai-ichi
Life.
Investment returns were successfully secured due mainly to increased
exposure to currency-hedged foreign bonds. Also, the downward trend for
average assumed rate of return (policy liability cost) was ensured by
providing provision for additional policy reserve and adequate pricing
assumptions for new policies, thus maintaining a favorable investment
spread in a continued extremely low interest rate environment. Moreover,
Dai-ichi Life is expected to generate stable investment returns as the
duration of its yen-denominated fixed income assets is approximately 15
years.
No changes to the plan were made for provision for additional policy
reserve going forward.
Please turn to page 16.



I will explain our investment portfolio.
The graph on the left shows the breakdown of Dai-ichi Life’s general
account portfolio.
Upon observing the trends in interest rates and foreign currency exchange
rates, we decreased the allocation to un-hedged foreign currency-
denominated bonds and increased the allocation to foreign currency-
denominated bonds with currency hedges as of March 2017.
The percentage of domestic stocks increased mainly because of market
value fluctuations. On the right side, the book value of domestic listed
stocks is divided between two categories: equity holdings for specified
purpose and equity holdings for the purpose of investment. The book value
of domestic stocks compared to the previous fiscal year-end decreased
mainly because we sold more stocks as part of our efforts to reduce risk
than we invested in growth areas.
Please turn to page 17.



I will explain our holdings of yen-denominated bonds etc.
The graph on the top left shows the transition of yen-based fixed income
assets and duration of insurance liabilities. We continue to control our
purchase of Japanese government bonds, taking into account the low
interest rates in Japan. At the same time, we utilized derivatives in order to
control the duration gap within a certain margin.
The graph on the bottom left shows the balance of yen-denominated bonds
and currency-hedged foreign bonds as they are recorded on the balance
sheet. In addition to currency-hedged foreign bonds, we increased the
balance of selective credit investment and project financing.
The right graph shows the remaining years to maturity of our domestic
bonds. We continue to hold mainly long-term and super long-term bonds.
Please turn to page 18.



I will explain about our profile of bonds in more detail.
As for foreign currency bonds, we continue to invest mainly in bonds with
high credit ratings. Compared to the previous fiscal year-end, we increased
our investments in mortgage securities.
The graph on the bottom right shows the breakdown of foreign currency
bonds by currency. We invest mainly in major currencies but at the same
time we are making efforts with regards to the distribution of currencies. As
of March 31, 2017, we expanded our investment options to twenty-three
currencies and thirty-five countries.
Please turn to page 19.



I will explain the financial soundness of Dai-ichi Life.
The chart on the left shows the change in unrealized gains in our general
account assets. Since stocks of subsidiaries etc. that are held by Dai-ichi
Life Holdings are not accounted for, the figures of “Mar-16” and “Mar-17”
are not directly comparable.
Based on this, unrealized gains in our general account assets decreased
by approximately 700 billion yen compared to the previous fiscal year end.
Although partially offset by an increase in unrealized gains on domestic
stocks, the decrease was due mainly to declines in unrealized gains on
bonds due to the rise in interest rates.
The solvency margin ratio of current Dai-ichi Life shown on the graph on
the right was at a high level of 850.5% at the end of March 2017. It
decreased compared to the previous fiscal year end due to the change in
shareholders’ equity when Dai-ichi Life Holdings shifted to a holding
company structure. The figures of “Mar-16” and “Mar-17” are not directly
comparable.
Please turn to page 22.







Here are the summary financial statements for Dai-ichi Frontier Life.
Guaranteed minimum maturity benefit (GMMB) risk that fluctuates based
on the financial environment and gains (losses) related to market value
adjustment are shown here. The adjustment process for adjusted net profit
is shown on the bottom left.
Please turn to page 23.



I will explain the results of Dai-ichi Frontier Life (DFL).
During the fiscal year ended March 31, 2017, premium income decreased
significantly year-on-year. Under a low interest rate environment, DFL controlled
sales of yen-denominated fixed life insurance products. In addition, because of
the uncertain financial environment, consumers avoided risk in the
bancassurance market leading to a decline in sales of variable life insurance
products.
DFL reversed its provision for policy reserves related to GMMB risk due to
improvements in investment income resulting from high stock prices and the
weaker yen. However, because of sharp market fluctuations triggered by major
political events such as the Brexit referendum and the United States presidential
election, costs related to hedging increased for the second and third quarter
causing profitability, after reflecting hedge losses, to deteriorate.
On the other hand, following the United States presidential election, interest rates
rose in Japan and other countries. This resulted in a reversal of provision for
policy reserves related to market value adjustment and net income increased
year-on-year.
Adjusted net profit which excludes gains (losses) related to market value
adjustment decreased. However, the decrease is a result of the higher corporate
income tax burden that reflects the fact that corporate earnings are being
generated consistently.
Next I will discuss our major subsidiaries in the overseas life insurance business.
Please turn to page 25.





Here are the summary financial statements for Protective Life. Accounting
items were calculated based on local accounting policies and then re-
classified to conform with Japanese accounting standards.
Please turn to page 26.



I will provide an overview of Protective Life’s business.
The previous period for Protective Life covered only eleven months and is
therefore not directly comparable with the current period. However,
compared to the previous period, there were factors that adversely affected
the financial statements of the current period, including unfavorable
mortality and unlocking in light of the change in the financial environment.
These factors were offset by improvements in investment income and profit
contribution from the acquired blocks of business from GLAIC. Protective
Life achieved profit that surpassed the Company’s annual plan.
The slide shows an annual comparison of sales results. Prior to an
expected change to regulations related to sales of financial products,
independent insurance agents were cautious in their sales activities and
variable annuities sales fell. Sales other than variable annuities performed
well overall. In Life Marketing, in addition to the partnership with Costco,
Protective Life is expanding its distribution partnerships with companies
such as GEICO and these initiatives are beginning to contribute to an
increase in sales.
Please turn to page 27.



I will explain Protective Life’s pre-tax operating earnings which exclude
items that fluctuate depending on the financial environment, including
realized gains and losses on investments and derivatives.
The Life Marketing and Annuities business fell short of the annual plan.
However, because of profit contribution from the acquired blocks of
business from GLAIC and because of Protective’s Acquisitions business
surpassing the annual plan due to improvements in investment income, as
well as the Stable Value business, which currently has higher consumer
demands under a low interest environment also surpassing the annual plan,
pre-tax operating earnings of the entire business performed favorably
against the annual plan.
Protective also recognized favorable realized gain on investments net of
derivatives, however, the variance was due mainly to portfolio capital gains
attributable to a Protective coinsurer.
Please turn to page 28.



Here are the summary financial statements for TAL.
Please turn to page 29.



I will explain the results of TAL. TAL increased its new business ANP in
individual insurance by 7% year-on-year in AUD terms. On the other hand,
new business ANP in group insurance significantly decreased because,
during the previous fiscal year, TAL became the insurance provider to one
of the biggest superannuation funds in Australia, thereby boosting new
business ANP in group insurance for the previous period. In-force ANP was
almost flat year-on-year. For the individual insurance business, a
partnership with Qantas Airways was launched and TAL will further pursue
distribution partnership opportunities. As for the group insurance business,
TAL will continue to strive to expand new business.
Both revenues and profit were up year-on-year. Income protection claims
experience remained unfavorable in light of the economic environment.
However, there was a reasonable improvement in profitability of retail life
insurance products towards the end of the fiscal year. In addition,
investment income increased due to improvements in the corporate bond
spreads. Net income increased by 24% year-on-year.
Underlying profit that is adjusted for interest rate fluctuations and risk-
adjustments increased by 7% year-on-year.
Next, I will move on to our consolidated earnings guidance. Please turn to
page 31.





I will explain our earnings guidance for the year ending March 31, 2018.
We forecast a decrease in both revenues and net income. Ordinary
revenues are expected to decrease because premium income from
savings-type products is expected to decrease as we shift to protection-
type products in the domestic life insurance business.
Ordinary profit and net income are expected to decrease because the
magnitude of the reversal of policy reserves related to market value
adjustment recorded at Dai-ichi Frontier was high for the previous fiscal
year. There were also other one-time gains from the overseas life insurance
business that we do not expect for the year ending March 2018.
Even though we expect a decrease in profit, we aim to achieve a total
payout ratio of 40%, which is our mid-term business plan objective. We
forecast dividends per share to increase by 2 yen to 45 yen.
Please turn to page 32.



I will explain the change in net income reflected in our forecast for Dai-ichi
Life in detail.
Premium rates of certain products at Dai-chi Life were revised coinciding
with the revised statutory standard assumed rate of return implemented in
April. For new business, we are required to accumulate provision for policy
reserves based on the standard assumed rate of return. Thus, we expect
an increase in provision for policy reserves for the fiscal year ending March
31, 2018. This is expected to be offset by an increase in net capital gains.
Net income of Dai-ichi Life is expected to decrease marginally.
The forecast for Group adjusted profit is 180 billion yen as disclosed on
March 31, 2017. The main adjustment items are shown on the right.





This slide shows a preliminary calculation of our European Embedded
Value (EEV) at the end of March 2017. This disclosure is summarized
because, as of today, we have not yet obtained an actuarial opinion from
the actuarial firm regarding the EEV calculation.
Group EEV as of March 31, 2017 was approximately 5.5 trillion yen, an
increase of approximately 850 billion yen from March 31, 2016, due to
value of new business, high stock prices, and a rise in interest rates.
Please turn to page 35.



This slide shows the EEV of each group company.
Dai-ichi Life’s EEV decreased because shareholders’ equity changed when
Dai-ichi Life Holdings shifted to a holding company structure. Without
considering this factor, Dai-ichi Life’s EEV increased.
This concludes my presentation.


















