
Hello, everyone. My name is Seiji Inagaki of Dai-ichi Life Holdings.
Thank you for attending Dai-ichi Life Holdings’ Financial Analyst Meeting today.
Let me start the presentation.
Please turn to page 3.





Here are the topics I would like to talk about today.
First of all, I will review the basic concept of our medium-term management plan
“CONNECT 2020,” which started this fiscal year. Then, though we are only six
months into the plan, I would like to update on accounting based and economic
based key performance indicators of the plan. Additionally, I will explain about
synergies through connection among group companies and through connection with
various business partners. I would like to sum up with our solid equity story that
Group Adjusted Profit will grow at 5 to 7 percent CAGR to 250 billion yen for the
final fiscal year of the current medium-term management plan ending in March 2021.
At the same time, the Group is committed to raise dividends in line with profit growth
for medium to long-term value creation.
Please turn to the next page.



This slide explains basic concept of current medium term management plan
“CONNECT 2020.”
Dai-ichi Life Group has accelerated business and geographic diversification during the
past ten years. In the domestic life insurance business, the Group established three
brands to cater to the changing need of our customers, and for that purpose, Dai-ichi
Life, Dai-ichi Frontier Life and Neo First Life developed new products and services. In
the overseas life insurance business, we have expanded business into six markets; the
United States, Australia, Vietnam, India, Indonesia and Thailand. In asset management
business, Asset Management One and Janus Henderson have established a trilateral
asset management structure in the United States, Europe and Japan. The Group also
strengthened its enterprise risk management framework within the Group reallocating
capital from matured businesses to growing businesses, and at times went to capital
markets to secure funds in order to support this transformation of the Group business.
Originally, Dai-ichi Life contributed funds through prudent control of risk. Since the
Group shifted to a holding company structure in 2016, the Group established a clear
structure to generate cash through dividend from subsidiaries in order to support
growing businesses. Meanwhile, our Group companies in the United States and
Australia have established themselves to grow through reinvestment of cash generated
from their businesses.
Based on the business foundation the Group has constructed so far, the current
medium term management plan targets Group Adjusted Profit of 250 billion yen by the
final fiscal year under the current medium-term management plan by growing the three
growth engines, namely the domestic life insurance business, the overseas life
insurance business and the asset management business through Group synergies and
connection with various business partners beyond boundaries of life insurance
business.
Please turn to the next page.



For the first six months of the first fiscal year under the plan, everything is
proceeding in line with the expectation.
Let me provide an update on numbers.
Group Adjusted Profit increased by more than twenty percent to 125.1 billion yen
from 102.1 billion yen in the previous year period. The improvement is attributable
to Dai-ichi Life, which increased gains from core insurance activities due to smaller
provision for policy reserves. In addition, Janus Henderson Group became an
equity-method affiliate in May this year, providing a sizable contribution from the
asset management business.
Value of new business, the economic value based indicator, decreased to 91.4
billion yen from 97.8 billion yen. When Dai-ichi Life started offering new products
“JUST” and health check-up discount in March, the company sold the new products
mainly to existing customers who reviewed their policies, rather than acquiring new
customers. That was the main reason why value of new business fell short
compared to the previous year. The Company already adjusted its marketing
strategy to acquire young-age new customers during the second half of this year.
So I believe we are in line with our plan to grow value of new business between the
range of 5 to 7 percent CAGR.
Meanwhile, Protective has closed a transaction to acquire closed blocks of business
from Liberty Life in May. As of September 2018, that transaction contributed to a
38.0 billion yen increase in Group embedded value.
Please turn to the next page.



This slide shows an analysis of accumulated contribution to the change in Group
embedded value as of September 2018 since March 2010.
For the past eight and half years Group EEV grew 12.2% on average, reaching the
medium- to long-term target of 8% and exceeding cost of capital.
Each year, EEV could grow or decline depending on the financial environment, but
on an aggregate basis, value of new business contributes to almost half of the
growth in embedded value.
This value of new business of the Group actually includes the impact of Protective’s
acquisition of policy blocks of Genworth and Liberty Life. The acquisitions business
model is unique to Protective. We believe that the Dai-ichi Life Group’s strength lies
in its ability to grow with factors other than underwriting of new policies.
Please turn to the next page.



Economic solvency ratio as of September improved to 186% from 170% in the end
of previous fiscal year. The main reasons for the improvement were underwriting of
new business, risk control and improvements in market condition such as interest
rates and stock prices.
The implementation of international capital regulations have been postponed to
2020 or later. During this period, we aim for ESR between the range of 170% and
200% through risk control based on the business environment of each market and
financial situation of each business.
Please turn to the next page.



This slide summarizes the steady progress of various CONNECT 2020 initiatives.
In Japan, the Group’s multi-brand, multi-channel strategy helped boost the Group’s
new business annualized net premiums by 43% over the same period a year earlier
as described on the bottom-right of the slide. Operating results exceeded
expectations. The launch of Dai-ichi Life’s flagship product “JUST,” Dai-ichi Frontier
Life’s foreign currency-denominated insurance and Neo First Life’s insurance for
business owners met the diverse needs of customers. In addition, the collaboration
(CONNECT) of sales channels of each company catered to the needs of customers.
In terms of establishing relationships with new customers and new partners, we
acquired Alpha Consulting and formed a partnership with Rakuten Life.
As described on the middle-left of the slide, in our overseas business, Protective
completed the acquisition of blocks of business from Liberty Life in May and began
contributing to earnings in the second quarter. As for the acquisition of Suncorp Life
by TAL, we are in the process of closing the deal after an agreement was reached in
September.
In the asset management business, in addition to the synergy effect from integration,
insurance companies within the Group outsource part of the asset management of
general accounts and separate accounts to Janus Henderson, which is leading to
the creation of group synergies.
As described on the top-right of the slide, We are also steadily strengthening our
ties with local communities and society. We have concluded a comprehensive
contract with prefectures, and are promoting activities to look after senior citizens,
promote women's advancement, support for raising children and encourage people
to undergo medical examinations.
Please turn to the next page.



The left side of this slide shows that our three life insurance companies in Japan
have developed highly competitive products. These products were sold to our
customers through optimal channels within the Group and not simply through their
respective channels. This type of partnership within the Group is unprecedented.
For example, we are selling Dai-ichi Frontier Life's savings-type insurance products
and Neo First Life's insurance products for business owners through Dai-ichi Life's
sales representatives and agencies. As you can see in the middle of this slide, the
number of agents for Dai-ichi Frontier Life and Neo First Life expanded in addition
to Dai-ichi Life’s agents.
Please turn to the next page.



In the past, 90% of the Group Adjusted Profit, which is the basis for shareholder
returns, came from the domestic life insurance business. Going forward, by
achieving profit growth through business diversification and regional diversification,
we expect the overseas life insurance business and the asset management
business to increase their presence in the final fiscal year under current medium-
term management plan by advancing the initiatives described so far.
Total payout ratio of the Dai-ichi Life Group is currently set at 40%, and we believe
that we will be able to enhance returns with the growth of Group Adjusted Profit.
Please turn to the next page.



The final slide outlines priority initiatives in each of the three growth engines; the
domestic life insurance business, the overseas life insurance business and the
asset management business. Current changes in the external environment and
changes in the future that we anticipate are also shown here. We recognize that the
creation of innovation, the strengthening of ERM and the promotion of diversity and
inclusion are important initiatives to support the three growth engines.
We have had opportunities in the past to explain important initiatives in each
business. Today, we would like to share details on our asset management business.
Tetsuya Kikuta, Director and Managing Executive Officer of The Dai-ichi Life
Insurance Company, Limited will now explain Dai-ichi Life's asset management.





My name is Tetsuya Kikuta, Director and Managing Executive Officer. I am in
charge of asset management at The Dai-ichi Life Insurance Company, Limited.
Thank you for joining us today.



Today, I would like to explain these three topics.
In addition to our investment strategy under the prolonged low interest rate
environment in Japan, I will also provide an overview of asset allocation following
the normalization of interest rates.



First of all, I will present our understanding of the current environment and the
outline of our future investment strategy.



Recently, we are holding down investments in yen-denominated bonds due to the
low interest rate environment. However, our initiatives related to life insurance
assets investments are remained to be based on asset liability management (ALM).
Currently, in broad terms, approximately 80% of our general account assets are
based on fixed income assets. The rest are risk assets, which include domestic and
foreign stocks, foreign-currency bonds (un-hedged), alternative investments and
real estate.



This provides an overview of our medium-to-long term investment strategy amid the
current low interest rate environment and how we view the post-normalization stage.
Our portfolio simulation model, which is the core of ALM, was upgraded in 2014 and
will be upgraded in 2018 from a global best practice perspective in corporation with
external consulting firms. We have verified the adequacy of the model and our basic
portfolio.
In order to strengthen profitability amid the current low interest rate environment, we
are diversifying our investments by promoting flexible allocation according to market
fluctuations and investments in project finance.
In addition to controlling asset durations through derivatives and other means, we
reduce equities as a means of controlling the risk of fluctuations on an economic
value basis.
We plan to accelerate the accumulation of fixed income assets and compress risk
assets when interest rates rise.



Here is the current investment environment.
Even with low inflation and continuous monetary easing, our investment yield is
maintained at higher levels compared to market rates as we carry out our
investment strategy amid low interest rates described in the previous page.



However, we are facing growing concerns about the adverse effects of monetary
easing in Japan.
Given the shift to monetary tightening in the U.S. and Europe, we need to be ready
for future rate increases, but it is also true that many market participants expect the
low interest rate environment to continue for the time being.



Now, let me move on to our investment strategy in a low domestic interest rate
environment.



The first investment strategy under the low interest rate environment is to
strengthen diversification through relative value strategy in global markets.
We have established an in-house asset management structure that allows us to
invest in foreign bonds in 40 countries and 25 currencies.
Therefore, we can strengthen earnings and diversification by flexibly allocating
funds between hedged foreign bonds and yen-denominated bonds considering
domestic and foreign interest rates. Current U.S. dollar/yen hedging costs are at
more than 3%. In making investment decisions, we of course prioritize the total
return after currency hedging costs.



The second investment strategy is to systematically reduce market risk on an
economic value basis.
As for interest rate risk, we intentionally maintain a certain duration gap between
assets and liabilities, but will control the gap mainly through rebalance of policy-
reserve-matching bonds and construction of interest rate swaps.
In addition, we plan to continue to sell our domestic equities during the term of the
current medium-term management plan.



The third investment strategy is to respond to market volatility by utilizing
derivatives.
We are primarily prepared for a sudden decline in asset prices.
As for fixed-income assets, we hedge the risk of rate increases with swaptions and
interest rate futures.
As for risk asset hedging, we mainly utilize put options. With respect to our current
hedging position, by taking advantage of favorable market conditions during the first
half, we managed to settle contracts with strike prices at high levels with relatively
low cost. With a hedging position in equities of 210 billion yen and a dollar/yen
hedging position of 400 billion yen, we are able to control volatility in asset value
and investment returns to a certain extent in the risk-off phase.
We plan to increase our position depending on market outlook. As for tail hedging of
risk assets, we are assessing various financial methods.



The fourth investment strategy is to strengthen asset diversification.
We carry out a strategy that is not only for enhancing profitability amid low interest
rates, but also to diversify risk and profit sources in the event of future changes in
financial markets.
Specifically, as shown on the right, we are investing in overseas infrastructure funds
and concession projects in Japan.



The final investment strategy amid low interest rates is to promote ESG investment.
We have been making investments and loans for renewable energy projects since
the past, but in 2015, when we signed the PRI, we have started systematic efforts
and received the 2017 Minister of the Environment Award as the best practice.
At present, we are actively promoting impact investment to provide funds for
innovation that contributes to solving social issues.
Please refer to the next page for specific investment examples.



Spiber is a venture company developed by the Institute for Advanced Biosciences,
Keio University in Tsuruoka City, Yamagata Prefecture.
Dai-ichi Life concluded a comprehensive partnership agreement with this institution
in August 2018.
With this agreement, Dai-ichi Life will accelerate implementation of cutting-edge
technology to society through InsTech.
We promote “Regional Revitalization” through the creation of a sustainable regional
economy ecosystem.



Next, I would like to explain our actions against changes in the business
environment, such as rising interest rates.



This provides an overview of our investment strategy.
In formulating investment strategies, we must consider the low interest rate
environment and high liability costs.
The average guaranteed rate on our insurance liabilities is about 2.3% (as of March
31, 2018), while the current 20-year interest rate that is close to liability duration is
about 0.60%.
Liability costs gradually decrease but due to the characteristics of life insurance
liabilities, a significant improvement in the short-term is difficult to achieve. We
believe that engaging in various initiatives on the asset-side and liability-side in the
medium to long-term is how we should resolve the situation.
Based on this understanding, we have formulated a portfolio that prioritizes on
ensuring the soundness of economic value-based capital. While we have relatively
high liability costs, we have also formulated investment strategies and action plans
for each interest rate phase to maintain profitability of our portfolio and ensuring
soundness of accounting capital when interest rates rise.



From here on, we will look at our investment strategy in more detail.
First, the formulation process.
The diagram on the bottom-left of the slide shows the quantitative analysis based
on mid-to-long term portfolio simulations calculated from a mathematical statistics
model, which is the starting point of the formulation process.
Based on the results, the Dai-ichi Life Board annually determines and reports to
Dai-ichi Life Holdings Board, the long-term basic portfolio, which is the target
portfolio in three years, and the short-term basic portfolio, which is the target
portfolio in one year. This short-term basic portfolio has an allowance that allows
the portfolio to be adjusted flexibly in response to market changes.
Our model for mid-to-long term portfolio simulations are regularly assessed by
external consulting firms and constantly improved with reference to global practices.
As for the outcome of the assessments, in addition to the validity of the simulation
model and strategy development process, considering the financial environment in
Japan and the insurance liability characteristics of our company, our current
portfolio has also been evaluated as reasonable.



Next, an overview of the mid-to-long term portfolio simulation.

The scenarios underlying the simulation are based on long-term economic outlook,
such as the equilibrium inflation rate and the potential growth rate. Economic
scenario generator, which has been evaluated by a third party, generates 10,000
paths of financial scenarios that are linked to macroeconomic indicators.
The future distribution of economic value-based capital and accounting-based
capital are calculated based on the scenarios generated. We select the optimal
portfolio from the perspective of enhancing corporate value and securing
soundness.



In formulating investment strategies, we construct long-term basic portfolios
according to the liability characteristics of each insurance product.
As a result of the simulation described earlier, insurance products with long liability
duration and high guaranteed rate are managed with balanced investment,
including risk assets. For other products, investments are made in fixed income
assets.



Based on the process described above, we have formulated a long-term basic
portfolio. Here are some of the simulation results.
The left-hand chart shows changes in economic value-based capital. The bar chart
shows the expected value (average value), and the line chart shows the lower-level
value of the simulation. In other words, it represents capital levels when financial
markets deteriorate. Similarly, the figures on the right-hand side show changes on
an accounting basis.
Portfolios are determined by examining how they change when the asset mix is
changed. For example, by looking at the long-term transition in the lower-value
level line chart, sustainability of the business and regulatory capital to be secured
can be verified.



Our investment strategy is to change the allocation of assets according to interest
rate levels.
In other words, under a low-interest-rate environment that we have never
experienced, we manage a balanced investment portfolio that includes risk assets.
When interest rates rise, we will promote ALM while significantly reducing market
risk.

On the other hand, regarding the point on why it is necessary to hold risk assets, as
a case study, the effects of shifting from risk assets to fixed income assets under
the current low interest rate environment in order to swiftly improve soundness of
economic value based capital as a top priority, are summarized below.
The issue with this strategy is that, first of all, the investment yield falls below the
cost of liability with the purchase of bonds at low interest rates.
In addition, if interest rates rise in a portfolio centered on fixed income assets,
unrealized losses on bonds will increase, and regulatory capital such as adjusted
net asset value will be severely impaired. Looking at our current yen bonds, we
have unrealized gains of just under 3 trillion yen. If 10-year interest rates increase
1%, we will lose most of the unrealized gains.
We have adopted an investment strategy based on the level of interest rates in
order to ensure steady payment of insurance benefits to policyholders over the long
term.



As mentioned above, we believe that our investment strategy is reasonable in
accordance with the level of interest rates.
Under an unprecedented super low interest rate environment, in other words, in a
market environment where yen interest assets are considerably high, we believe it
is ration to base our investments on interest rate levels.
This means that we shall manage a balanced investment portfolio, including risk
assets, from the perspective of ensuring financial soundness and profits that
exceed liability costs in case of an interest rate increase. As interest rates rise, we
will gradually shift from risk assets to fixed income assets, thereby reducing market
risk and accelerating ALM.
In the past, when interest rates rose and economic value based capital levels
improved, there were times when we slowed down the pace of compressing risk
assets. Going forward, we have a plan already put in place to ensure that if interest
rates rise, we are able to balance investments.



For your reference, here are the changes if we halved the risk assets under the low
interest rate environment.
As for economic value capital shown on the left, the lower level value improves,
while accounting capital on the right, the lower level value declines. In other words,
there is an increased risk that accounting capital will be impaired due to
deterioration of interest margins and an increase in unrealized losses on bonds
when interest rates rise.
Our current portfolio reflects this balance of risk.



When we look at specific indicators, if risk assets are halved under low interest
rates and a scenario of deterioration in the financial environment as shown in the
table on the bottom of the slide is realized, while the economic value-based capital
adequacy ratio shown on the left chart improves compared with the current portfolio,
adjusted net assets, which are regulatory indicators shown on the right chart, will
decline significantly.
In this way, we formulate an optimal portfolio while looking at the impact of asset
allocation on both economic value and accounting.

As described above, we formulate a portfolio from a multifaceted and objective
perspective to increase corporate value and ensure long-term insurance payments.
Looking ahead, we expect changes in the financial environment, such as the global
trend toward tighter monetary policy and the shift to accounting and capital
regulations based on economic value.
Based on a long-term perspective that takes these changes into account, we will
formulate a sustainable investment strategy for all stakeholders.

Thank you very much for your kind attention.
















































































































