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1.Japan’s aging population
2.The impact on insurers and banks
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1 Japan’s aging population






The highest of elderly globally
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Japan's population is aging and shrinking
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Sources: The Cabinet Office, National Institute of Population and Social Security Research, Moody's Investors Service
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The impact on insurers
and banks

2




How do we view
the Impact?



Japan’s P&C insurance is the most immune
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P&C insurance Life insurance Banks

Neutral impact Mildly credit Small banks
negative face threats
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P&C Insurance



Auto Insurance remains biggest revenue source
for P&C Insurers, but demand will decrease

m Voluntary automobile Fire ® Personal accident m Marine m Specialty
FY2018

T
0 1,000 2,000 3,000 4,000 5,000 6,000 7,000
¥ billions

Note: Specialty products are categorized as “other.”
Sources: Aioi Nissay Dowa Insurance Co., Ltd. (ADI), Mitsui Sumitomo Insurance Company, Limited (MSI), Sompo Japan Nipponkoa Insurance Inc. (SINK), Tokio Marine & Nichido Fire Insurance Co., Ltd. (TMNF)
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But, Japan’s P&C insurance penetration rate is
lower than those of other developed markets

Canada

United States
Germany
France

United Kingdom
Italy

Japan World average: 2.8%
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P&C insurance penetration rate

Note: Penetration rate is calculated by dividing P&C premium income by GDP.
Source: Swiss Re
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Specialty insurance premiums are growing and
can replace lost premiums from auto insurance
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Specialty insurance profit Is growing

mm Specialty insurance U/W profit —Specialty insurance share in total U/W profit (RHS)
120 - 60%
100 - 50%
c
280 - 40%
5
S
60 - 30%
40 - 20%
20 - 10%
— - 00
0 0%

FY2014 FY2015 FY2016 FY2017 FY2018

Note: No figure for specialty insurance's share in overall underwriting profit is shown for FY2013 because the industry as a whole posted a loss in FY2013 due to large natural catastrophe losses.
Sources: ADI, MSI, SINK and TMNF
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Premiums from cyber insurance are increasing
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Source: Japan Network Security Association's report

¥ billions
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P&C insurers made large overseas acquisitions to
pursue growth and diversify risk exposure

21

Endurance

Specialty
Holdings Ltd.
March 2017

Sompo Japan Nipponkoa

» Acquired a US/Bermuda
specialty insurance group

» Consideration: USD6.3 billion

Sources: Company disclosure
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Mitsui Sumitomo Insurance

» Acquired a UK insurance group
with reinsurance and Lloyd's

operation

» Consideration: GBP3.4 billion

Amlin plc
February 2016

Insurance

Holdings, Inc
February 2015

Tokio Marine & Nichido Fire

» Acquired a US specialty
insurance group

» Consideration: USD7.5 billion
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LIfe Insurance



Mortality and morbidity margins have been declining

= Mortality/morbidity margins Interest margins ® Expense margins
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Sources: The Dai-ichi Life Insurance Company, Limited (Dai-ichi), Fukoku Mutual Life Insurance Company (Fukoku), Fukokushinrai Life Insurance Company, Limited (Fukokushinrai), Meiji Yasuda
Life Insurance Company (Meiji Yasuda), Mitsui Life Insurance Company Limited (Mitsui), Nippon Life Insurance Company (Nippon) and Sumitomo Life Insurance Company (Sumitomo)
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Sales of third-sector products are growing

FY2018
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Sources: Aflac Life Insurance Japan, Ltd., Dai-ichi, Fukoku, Fukokushinrai, Meiji Yasuda, Mitsui, Nippon, Nippon Wealth Life Insurance Company Limited and Sumitomo
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Large Japanese life insurers will continue to seek overseas
growth and expand asset management businesses

MLC Life

Insurance
October 2016

Nippon Life

» Acquired an
Australian life
insurer

» Consideration:
JPY180 hillion

Sources: Companies
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StanCorp

Financial
Group, Inc.

March 2016
Meiji Yasuda Life

» Acquired a US life
insurance group

» Consideration:
USDS5 bhillion

Symetra
Financial

Corporation
February 2016

Sumitomo Life

» Acquired a US life
insurance group

» Consideration:
USD3.7 billion

Protective
Life
Corporation
February 2015

Dai-ichi Life
» Acquired a US life
insurance group

» Consideration: JPY575
billion
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Banks



The viabllity of small banks is threatened...

Projection in 2045
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Sources: National Institute of Population and Social Security Research, Moody's Investors Service
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Working-age populations declining in all
prefectures except Tokyo
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Sources: National Institute of Population and Social Security Research, Moody's Investors Service
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Banks in regions with large elderly populations
struggling
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Note: In 2018, The size of each bubble represents the size of the loan balance in the region.
Sources: Bank of Japan, Japan Post Bank, Ministry of Internal Affairs and Communications, Moody's Investors Service
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Vicious cycle
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Sources: The Bank of Japan, Ministry of Internal Affairs and Communications, Moody's Investors Service
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Large banks are better placed to manage the
Impact of demographic change

Sufficient resources to invest in new businesses

Retail businesses account for a small portion of
earnings

Overseas income will mitigate domestic challenges

Can access technology to cut costs
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Questions &
ANnswers



Thank You



b)
Mooby's Access is everything”
INVESTORS SERVICE L\

Soichiro Makimoto Tomoya Suzuki

VP-Senior Analyst AVP-Analyst
soichiro.makimoto@moodys.com tomoya.suzuki@moodys.com
+81.3.5408.4056 +81.3.5408.4204

moodys.com




This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on www.moodys.com for the most updated credit rating action information and rating history.

© 2019 Moody’s Corporation, Moody's Investors Service, Inc., Moody's Analytics, Inc. and/or their licensors and affiliates (collectively, “MOODY’S"). All
rights reserved.

CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. AND ITS RATINGS AFFILIATES (“MIS”) ARE MOODY'S CURRENT OPINIONS
OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND MOODY’S
PUBLICATIONS MAY INCLUDE MOODY'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS,
OR DEBT OR DEBT-LIKE SECURITIES. MOODY’S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS CONTRACTUAL
FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT OR IMPAIRMENT. SEE
MOODY'S RATING SYMBOLS AND DEFINITIONS PUBLICATION FOR INFORMATION ON THE TYPES OF CONTRACTUAL FINANCIAL
OBLIGATIONS ADDRESSED BY MOODY’S RATINGS. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO:
LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS AND MOODY’S OPINIONS INCLUDED IN MOODY'S
PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. MOODY'S PUBLICATIONS MAY ALSO INCLUDE QUANTITATIVE
MODEL-BASED ESTIMATES OF CREDIT RISK AND RELATED OPINIONS OR COMMENTARY PUBLISHED BY MOODY’S ANALYTICS, INC. CREDIT
RATINGS AND MOODY'S PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS
AND MOODY’S PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR
SECURITIES. NEITHER CREDIT RATINGS NOR MOODY’S PUBLICATIONS COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY
PARTICULAR INVESTOR. MOODY'S ISSUES ITS CREDIT RATINGS AND PUBLISHES MOODY'S PUBLICATIONS WITH THE EXPECTATION AND
UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE CARE, MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS
UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR SALE.

MOODY'S CREDIT RATINGS AND MOODY'’S PUBLICATIONS ARE NOT INTENDED FOR USE BY RETAIL INVESTORS AND IT WOULD BE
RECKLESS AND INAPPROPRIATE FOR RETAIL INVESTORS TO USE MOODY'S CREDIT RATINGS OR MOODY’S PUBLICATIONS WHEN MAKING
AN INVESTMENT DECISION. IF IN DOUBT YOU SHOULD CONTACT YOUR FINANCIAL OR OTHER PROFESSIONAL ADVISER.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT LAW, AND NONE OF SUCH
INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED,
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR
MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN CONSENT.

CREDIT RATINGS AND MOODY'S PUBLICATIONS ARE NOT INTENDED FOR USE BY ANY PERSON AS A BENCHMARK AS THAT TERM IS
DEFINED FOR REGULATORY PURPOSES AND MUST NOT BE USED IN ANY WAY THAT COULD RESULT IN THEM BEING CONSIDERED
A BENCHMARK.

All information contained herein is obtained by MOODY'S from sources believed by it to be accurate and reliable. Because of the possibility of human or
mechanical error as well as other factors, however, all information contained herein is provided “AS IS” without warranty of any kind. MOODY'S adopts all
necessary measures so that the information it uses in assigning a credit rating is of sufficient quality and from sources MOODY'S considers to be reliable
including, when appropriate, independent third-party sources. However, MOODY'S is not an auditor and cannot in every instance independently verify or
validate information received in the rating process or in preparing the Moody’s publications.

To the extent permitted by law, MOODY'S and its directors, officers, employees, agents, representatives, licensors and suppliers disclaim liability to any
person or entity for any indirect, special, consequential, or incidental losses or damages whatsoever arising from or in connection with the information

contained herein or the use of or inability to use any such information, even if MOODY'S or any of its directors, officers, employees, agents, representatives,

licensors or suppliers is advised in advance of the possibility of such losses or damages, including but not limited to: (a) any loss of
present or prospective profits or (b) any loss or damage arising where the relevant financial instrument is not the subject of a particular credit rating
assigned by MOODY'S.

MOODY'S INVESTORS SERVICE

To the extent permitted by law, MOODY'S and its directors, officers, employees, agents, representatives, licensors and suppliers disclaim liability for any
direct or compensatory losses or damages caused to any person or entity, including but not limited to by any negligence (but excluding fraud, willful
misconduct or any other type of liability that, for the avoidance of doubt, by law cannot be excluded) on the part of, or any contingency within or beyond the
control of, MOODY'S or any of its directors, officers, employees, agents, representatives, licensors or suppliers, arising from or in connection with the
information contained herein or the use of or inability to use any such information.

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY
PARTICULAR PURPOSE OF ANY CREDIT RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY'’S IN ANY FORM OR
MANNER WHATSOEVER.

Moody’s Investors Service, Inc., a wholly-owned credit rating agency subsidiary of Moody's Corporation (“‘MCQO”), hereby discloses that most issuers of debt
securities (including corporate and municipal bonds, debentures, notes and commercial paper) and preferred stock rated by Moody's Investors Service, Inc.
have, prior to assignment of any rating, agreed to pay to Moody's Investors Service, Inc. for ratings opinions and services rendered by it fees ranging from
$1,000 to approximately $2,700,000. MCO and MIS also maintain policies and procedures to address the independence of MIS'’s ratings and rating
processes. Information regarding certain affiliations that may exist between directors of MCO and rated entities, and between entities who hold ratings from
MIS and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at www.moodys.com under the heading
“Investor Relations — Corporate Governance — Director and Shareholder Affiliation Policy.”

Additional terms for Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services License of MOODY'S
affiliate, Moody's Investors Service Pty Limited ABN 61 003 399 657AFSL 336969 and/or Moody's Analytics Australia Pty Ltd ABN 94 105 136 972 AFSL
383569 (as applicable). This document is intended to be provided only to “wholesale clients” within the meaning of section 761G of the Corporations Act
2001. By continuing to access this document from within Australia, you represent to MOODY'S that you are, or are accessing the document as a
representative of, a “wholesale client” and that neither you nor the entity you represent will directly or indirectly disseminate this document or its contents to
“retail clients” within the meaning of section 761G of the Corporations Act 2001. MOODY'’S credit rating is an opinion as to the creditworthiness of a debt
obligation of the issuer, not on the equity securities of the issuer or any form of security that is available to retail investors.

Additional terms for Japan only: Moody's Japan K.K. (‘MJKK”) is a wholly-owned credit rating agency subsidiary of Moody's Group Japan G.K., which is
wholly-owned by Moody's Overseas Holdings Inc., a wholly-owned subsidiary of MCO. Moody’s SF Japan K.K. (“MSFJ") is a wholly-owned credit rating
agency subsidiary of MJKK. MSFJ is not a Nationally Recognized Statistical Rating Organization (“NRSRQ"). Therefore, credit ratings assigned by MSFJ
are Non-NRSRO Credit Ratings. Non-NRSRO Credit Ratings are assigned by an entity that is not a NRSRO and, consequently, the rated obligation will not
qualify for certain types of treatment under U.S. laws. MJKK and MSFJ are credit rating agencies registered with the Japan Financial Services Agency and
their registration numbers are FSA Commissioner (Ratings) No. 2 and 3 respectively.

MJIKK or MSFJ (as applicable) hereby disclose that most issuers of debt securities (including corporate and municipal bonds, debentures, notes and
commercial paper) and preferred stock rated by MJKK or MSFJ (as applicable) have, prior to assignment of any rating, agreed to pay to MJKK or MSFJ
(as applicable) for ratings opinions and services rendered by it fees ranging from JPY125,000 to approximately JPY250,000,000.

MJIKK and MSFJ also maintain policies and procedures to address Japanese regulatory requirements.

Demographics will challenge Japan's insurers and banks, November 2019 32



