
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 six months ended September 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.



Here are the three points to highlight with respect to the Group’s financial results.
Firstly, let us look at our sales activities. Following the first quarter, Dai-ichi Life continued to
strategically shift its product portfolio to protection-type and flagship products, such as Bright
Way and Crest Way, which enjoyed favorable sales. For this first half, protection-type products
accounted for more than 80 percent of annualized net premium of new business. Meanwhile,
Dai-ichi Frontier Life introduced new product features and launched new products in response
to strong consumer demand. Sales activities for Dai-ichi Frontier Life products by Dai-ichi
Life’s sales representatives began to take effect, resulting in robust sales of foreign currency
single-premium products. Outside of Japan, new business grew steadily in each country.
Secondly, consolidated revenues and profits were up year-on-year and, just as in the first
quarter, both net income and Group adjusted profit exceeded our expectations. Particularly,
Dai-ichi Life’s results significantly exceeded our expectations in light of improvements in the
financial and economic environment in foreign and domestic markets. Our original annual
forecast was prepared based on the assumption that economic conditions would not change
from the end of the previous fiscal year. However, considering recent improvements in the
financial and economic environment, we have made an upward revision to our original annual
forecast for net income and Group adjusted profit.
Thirdly, the Group’s embedded value at September 30, 2017 increased from the end of March
31, 2017 to approximately 6.1 trillion yen due to our acquisition of new policies and
improvements in economic conditions, such as rising stock prices. Value of new business
increased two-fold compared to the same period in the previous year, reflecting Dai-ichi Life’s
shift to protection-type products and new group insurance contracts at TAL.
Please turn to page 4.



Here are summaries of 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 increased by 175.0 billion yen year-on-
year. Dai-ichi Life’s premium income declined as a result of controlled sales
of savings-type products. On the other hand, premium income of other
Group companies increased, reflecting favorable sales performance. Gains
on investments in separate accounts increased at each Group company.
However, there was no impact on ordinary profit since these gains were
offset by provision for policy reserves.
Ordinary profit declined by approximately 8 billion yen. Dai-ichi Life’s
ordinary profit declined due to the absence of hedge-related investment
gains recorded for the first quarter of the previous year. Protective and
TAL’s ordinary profit declined due to higher earnings as a result of one-time
factors in the overseas life insurance business during the previous year. On
the other hand, Dai-ichi Frontier Life regained profitability because of
improvements in the financial environment.
Net income attributable to shareholders of parent company (or consolidated
net income) increased by about 20 billion yen. In addition to the favorable
performance of Dai-ichi Life and Dai-ichi Frontier Life, the Group recorded
a share exchange gain on the Janus Henderson merger that contributed to
the increase. Consolidated net income for the first half surpassed our
expectations, reaching 72% of our original annual forecast. Group adjusted
profit was 102.1 billion yen.
Please turn to page 6.



This page explains major items that contributed to the change in net
income for the first half compared to the same period in the previous year.
Dai-ichi Life’s positive spread, a component of fundamental profit, was
higher than the company’s expectations because of an increase in income
from interest and dividends resulting from the weaker yen together with
one-time investment revenues from gains on distribution from mutual funds
attributable to rising stock prices. Net capital gains decreased because of
the reasons mentioned earlier. The improvement in financial markets
compared to the previous year reduced reserve requirements related to
minimum guarantee for variable annuities and market value adjustment for
fixed products at Dai-ichi Frontier Life.
In terms of consolidated net income, 33.5 billion yen on a before-tax basis
and 23.3 billion yen on a after-tax basis was recorded as extraordinary
gains due to the share exchange gain in relation to the Janus Henderson
merger. The Group continues to wait for clarification of the appropriate tax
treatment.
Please turn to page 7.



These are the financial results of each major group company.
Revenues and profit for Dai-ichi Life decreased mainly because the
company recorded derivative transaction losses in the first half of the
current fiscal year compared to gains in the same period of the previous
fiscal year. With this effect excluded, as mentioned in the previous page,
investment performance improved substantially because of favorable
financial market conditions.
Dai-ichi Frontier Life achieved profitability with an increase in ordinary
revenues. The increase in ordinary revenues was due to an increase in
premium income reflecting favorable insurance sales. During this six-month
period ended September 2017, an increase in sales together with GMMB
balance turning positive due to improvements in the financial environment
contributed to the turnaround.
As for the overseas life insurance business, ordinary revenues increased
as favorable sales of insurance products continued. The increase in
Protective’s investment income, as with the domestic life business, was the
result of an improvement in gains on investments in separate accounts with
no impact on ordinary profit. The decline in net income was due mainly to
the absence of one-time factors recorded during the previous year.
Please turn to page 8.



I will explain the trends in annualized net premium (ANP) of our new business.
Dai-ichi Life was faced with a two-digit percentage decline because sales of
single-premium whole-life insurance were suspended and sales of level-premium
individual annuities slowed down. In order to counter these changes, coinciding
with the change in assumed rates of return in April, new product features were
introduced and adjustments were made to the compensation system for sales
representatives to promote sales of protection products. As a result of these
efforts, the growth in sales following the first quarter continued for flagship
protection-type products, such as Bright Way and Crest Way. In addition, in line
with the previous fiscal year, sales of protection-type nursing insurance for
business owners remained strong and drove sales of third-sector products. Dai-
ichi Frontier Life increased sales with the introduction of new features to foreign
currency-denominated annuities and the launch of new products. New products
based on medical big data at Neo First contributed to the growth in sales of third-
sector products.
As for the overseas life insurance business, Protective’s sales of universal
insurance continued to perform favorably. While sales of variable annuities
continued to struggle, sales of fixed annuities rapidly expanded due to a pricing
change. As for TAL, although there was a slowdown in sales of certain individual
insurance products, new sales for the first half of the fiscal year grew strongly as a
result of the company obtaining a number of new contracts in the Group Life
business during the first quarter. The growth rate of sales at Dai-ichi Life Vietnam
exceeded 70% year-on-year because of strong sales by independent agents
together with the contribution to sales from concession channels.
As a result, the Group’s overall new business increased by 0.3% year-on-year.
Please turn to page 9.



Here are the trends in ANP from policies in-force.
The Group’s overall policies in-force maintained positive growth with an
increase of 0.9% compared to the end of the previous fiscal year, or 1.2%
when excluding the effects of foreign exchange rate fluctuations.
Please turn to page 11.





Here are the summary financial statements for Dai-ichi Life.
Please turn to page 12.



This page 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.
Adjusted fundamental profit increased from the previous year as
improvement in positive spread was in part offset by a decline in gains from
core insurance activities. Gains from core insurance activities declined
year-on-year due to provision for policy reserves to fill the gap between the
company’s assumed rate of return and standard rates.
As explained at the first quarter results announcement, the company has so
far been conservatively providing contingency reserves in excess of the
statutory level in preparation for unexpected market risks. On the other
hand, in light of the high growth of new business for third-sector products
that we have seen since the previous fiscal year, the statutory amount that
should be reserved for insurance risks has been increasing. From this fiscal
year, the company started providing contingency reserves for insurance risk
in line with the required statutory level for the period.
We discussed the decline in capital gains earlier, but I would like to point
out that we are engaging in activities to improve our financial account
balance. They include shifting allocation from hedged foreign currency-
denominated bonds that are accompanied with high hedging costs to un-
hedged bonds and replacing low-yield bonds with bonds that have higher
yields following a rise in interest rates in overseas markets.
Please turn to page 13.



This page shows the quality of in-force business and trends in the size and
productivity of Dai-ichi Life’s sales representative channel.
The surrender and lapse rate maintained a favorable trend.
The number of new policies per sales representative declined as sales of
individual annuities slowed down. However, the value of gross sales
revenues of new policies per sales representative and value of new
business per sales representative were up compared to the previous year
because of an increase in sales of protection-type products.
Please turn to page 14.



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, hedging costs and foreign
currency exchange rates, we increased the allocation to un-hedged foreign
currency-denominated bonds as of September 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 increased
because our investments in growth areas exceeded stocks we sold for the
purpose of reducing risk. We expect sales of domestic stocks to increase
towards the end of the fiscal year.
Please turn to page 15.



I will explain our holdings of yen-denominated bonds etc.
The graph on the top left shows the transition in the duration of yen-
denominated fixed income assets and 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 maintain 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. The balance of yen-denominated bonds and currency-hedged
foreign bonds marginally decreased because we increased allocation to un-
hedged foreign currency-denominated bonds for the first half, taking into
account yields after hedge transactions and exchange rate assumptions.
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 16.



I will explain the profile of our bond portfolio in more detail.
Regarding foreign currency bonds, we continue to invest mainly in bonds
with high credit ratings. Compared to the previous fiscal year-end, we
increased our investment in government bonds.
The graph on the bottom right shows the breakdown of foreign currency
bonds by currency. In response to rising U.S. dollar hedging costs, we
increased investment in euro-denominated securities which have relatively
low hedging costs.
Please turn to page 17.



I will explain the financial soundness of Dai-ichi Life.
The chart on the left shows the change in unrealized gains in the
company’s general account assets. In overseas markets, in addition to the
rise in stock prices, interest rates fell and the yen further weakened. In such
an environment, unrealized gains on foreign bonds increased. Unrealized
gains on domestic stocks also increased but because of realization of gains
due to a rebalancing of our assets, unrealized gains on domestic bonds
decreased.
As a result, unrealized gains in the company’s general account assets
increased by 400.0 billion yen against the previous fiscal year end.
The solvency margin ratio of current Dai-ichi Life shown on the graph on
the right remained at a high level of 871.5% at the end of September 2017.
Please turn to page 19.





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 (MVA) are shown here.
Please note that in addition to the figures we have disclosed previously, on
the bottom left of the page you can find the breakdown of net income. It is
categorized into “Gains (losses) related to GMMB risk,” “Gains (losses)
related to MVA,” “Operating income” and “Provision for contingency
reserves and price fluctuation reserves, and tax.”
Together with provision for policy reserves related to GMMB risk and
related hedge gains (losses), risk charge included in premium for variable
products, payments related to minimum guarantee and reinsurance
account balance are accounted for in “Gains (losses) related to GMMB
risk.”
So far, we have been disclosing “Underlying earning capacity” as a
barometer of profitability by subtracting provision for policy reserves related
to GMMB risk and related hedge gains (losses), Gains (losses) related to
MVA and contingency reserve from net income. We believe that presenting
“Operating income,” which we utilize as an internal management indicator,
provides a clearer picture on the actual profitability of Dai-ichi Frontier Life.
Please turn to page 20.



I will explain the results of Dai-ichi Frontier Life (DFL).
We have discussed sales results earlier on page 8. The charts on the left
side show the details of sales. The company’s sum insured of policies in-
force increased steadily.
Due to favorable results, DFL achieved profitability. The rise in stock prices
led to an increase in investment income and helped DFL reverse its
provision for policy reserves related to GMMB risk, compared to recording a
provision in the previous year. With hedge transactions within the expected
range, GMMB balance improved significantly.
Loss related to MVA was recorded because the base interest rate that DFL
sets according to actual market conditions slightly decreased. However,
loss was reduced compared to the previous year.
The burden of reserve requirements for GMMB of variable annuities and
MVA of fixed products eased compared to the same period in the previous
year because of improvements in the financial environment. Together with
the improvement in operating income reflecting an increase in sales and
sum insured of policies in-force, DFL achieved profitability during the first
half of the fiscal year compared to a loss recorded during the same period
in the previous year.
Next I will discuss the results of our major subsidiaries in the overseas life
insurance business. Please turn to page 22.





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 23.



I will provide an overview of Protective Life’s business.
For the six months ended June 2017, sales across each segment
continued to be favorable overall. As for the Life Marketing segment,
favorable sales of universal insurance continued. Regarding the Annuities
segment, while sales of variable annuities remained weak because
individual agents were cautious towards their sales activities in light of
expected regulatory changes relating to financial products, sales of single-
premium annuities grew significantly following a pricing change.
Pre-tax adjusted operating income increased 3% year-on-year, led by the
Stable Value segment which benefited from a combination of higher
account balance and improved investment income. Operating income at
both the Life Marketing and Acquisition segments increased, but the
Annuities segment reported lower operating income due to unfavorable
mortality compared to the previous year in certain products. Net income of
the company declined by around 30% compared to the same period of the
previous year as capital gains were recorded in connection with modified
co-insurance contracts during the previous year.
Please refer to page 24 for the details of segment and consolidated pre-tax
operating income. I will explain the results of TAL in Australia.
Please turn to page 25.





Here are the summary financial statements for TAL.
Please turn to page 26.



We discussed the results of TAL earlier on page 8. After entering the
second quarter, there was a slowdown in sales of certain products, but
because TAL entered into contracts with a number of new partners in the
Group business during the first quarter, TAL’s ANP from policies in-force
increased by 7% compared to the end of the previous fiscal year.
Ordinary revenues were driven by an increase in premium income of 8%
year-on-year as sum insured of policies in-force accumulated. Claims
remained unfavorable compared to the company’s expectations in light of a
weaker economy, but because of a price revision and cost control, the
company recorded a 5% improvement in underlying profit. Net income
declined by around 30% year-on-year due to unfavorable investment
income, etc.
Next, I will move on to our consolidated earnings guidance. Please turn to
page 28.





Earnings guidance for the Dai-ichi Life Group is prepared based on the
assumption that economic conditions do not change from the end of the
previous fiscal year. As mentioned earlier, after entering this fiscal year, we
have seen some improvements in the economic environment. Foreign and
domestic stock prices have risen, and the value of the yen has depreciated
against European currencies. As a result, interest and dividend income of
Dai-ichi Life exceeded our original forecast. Furthermore, the stock
exchange gain related to the Janus Henderson merger turned out to be
higher than we had anticipated. Based on these factors, we made an
upward revision to ordinary profit and net income forecasts of the Group
and Dai-ichi Life. Likewise, we made an upward revision to Group adjusted
profit forecast to approximately 200 billion yen from our original forecast of
180 billion yen. We maintain our target total payout ratio of 40% and
dividends per share of 45 yen.
For your reference, the next page provides an analysis of change in net
income and guidance on Group adjusted profit.
Please turn to page 30.





As shown on this page, the Dai-ichi Life Group has discontinued the
disclosure of semi-annual EEV reports as of September 30 effective from
the financial results announcement for the six months ended September 30,
2017. We will continue to disclose EEV reports on a fiscal year basis.
Moving forward, we will continue to disclose key indicators such as ending
balance of EEV, value of new business and new business margin in our IR
presentation materials. We believe that we are able to satisfy the needs of
investors with an annual disclosure of certain items of movement analysis
and sensitivity analysis which are unlikely to change significantly within a
six-month period.
In addition, over the years, we have incorporated EEV into management
and have accumulated knowledge. Therefore, we will reduce the frequency
of obtaining an actuarial opinion from an independent actuarial firm from
twice per year to once per year.
Please turn to page 31.



Group EEV as of September 30, 2017 was approximately 6.1 trillion yen,
an increase of approximately 600 billion yen from March 31, 2017. This
was due to acquisition of new policies and improvements in the financial
environment such as the rise in foreign and domestic stock prices.
Value of new business increased two-fold compared to the same period in
the previous year reflecting Dai-ichi Life’s shift to protection-type products
and new group insurance contracts obtained at TAL.
Please turn to page 32.



This page shows the EEV of each group company.
EEV of major subsidiaries increased overall. The reason behind
Protective’s decrease in EEV was the fluctuation in foreign currency
exchange rates between the end of December 2016 to the end of June
2017. Without considering the impact of foreign exchange rates,
Protective’s EEV increased.
This concludes my presentation. Thank you.


















