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m /ntegrated risk amount is defined as the amount of loss of capital that would

happen once a 200 years
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I Risk Tolerance (Example of Economic value basis)

Level CAR Main measure etc

Defined in the Mid- |
term 8_Vusmewss I?lagf

Not less than the level required in the Mid-term Business Plan

100%~ Make some plans for Level A

Take measures to improve solvency level, such as changing of|
investment policy, risk limit, etc., if necessary.

The president decides a future policy to improve the solvency
level by risk mmgatwn etc.

The president decides a future pohcy whose top pnonty is
solvency level improvement.
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0%~50%
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200%
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160% | 147%  145%

140% Expected yield on asset portfolio is reflected in
132% valuation of insurance liabilities
120% / o Amodel that reflects business reality, where a part
of expected yields from the asset portfolio that

100% " s bt ;
98% 108% malches insurance liabilities is reflected in the
0% valuation of capital as are expected mortality and
(trillions of yen) 63 morbidity.
57 54 : @ The discount rate for the valuation of insurance

4647 4745 42 liabilities combines risk free rate and weighted
' average of market ylelds of fixed income assets
I and equities, capped with BBB corporate yields, in

w
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excess of risk free rate
Other model changes

Risk

Mar-15 Sep15 Mar-16  Sep-16  Mar-17
(end of period)
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&8 “Lehmai Market Risk
-8 s Scenarios [ : An Estimated :
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Hypothetical i Credit,

s 4 under
Stress Scenarios Real Estate :  aStress §
(Forward looking) Risk Scenarios X ! Scenario
e.g. Further T 2
Intensification of Underwriting | :
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Operational . -
Risk Scenarios Availabie
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Step4 (Action) a Stress
Scenario
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Overall Procedure for our SAA’s Decision

Macro-Finance Models

Economic Scenario Generator R ;
a GDP, Inflation, interest rate, stock price etc

Economic value base: Market value of liability
Japanese accounting base: Policy Reserve

Asset and Liability Valuation

10 years, 10,000 paths-Monte Carlo simulation

Balance-Sheet Simulatio
Bee L=, BS and PL, along all paths at each time step

Choice of
Strategic Asset Allocation

Reporting SAA has to be approved by Board

‘Stress Tests : Severe economic stuation, Dynamic surrender of policyholders.
: SAA T ER
4. FRAEFMECE S HE  BEREHES
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 KIHRL A ESRER 79.5% ¢

Cash-flow Analysis Portfolio Construction
Amount  Cash-inflow of Base Asset fr
l Straregic Portfolio
|
\
| Yen Fixed Income
’I I l \ Core Asset ©.79.5%
(1 PT 1™ I J-_____I_Tn:n;i; "? Cashl;q;iyvalems
Cash-outflow of Liability Lo
II“I"m--.m....m---- |
, Assets for Equity 8.0%
value added [ Foreign Bonds 7.0%
Real Estate/HF 3.5%

Amount
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Cash-flow Analysis

Amount  Cash-inflow of Base Asset

maturity

Caqh outflow of Liability

| Relatively stable . predlclable

rporate
A ||
Core Asset

Portfolio Construction

[ Strategic Portfolio

Corporate Bond

JGB Equivalents
10.0%
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This amount depends on
5 the confidence level

_ CreditVaR | Loss Amount
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Expected Unexpected Loss
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Il. CSA (Control Self Assessment) in DL
2. Method of CSA

Assessment of risk
@ Evaluate the impact of the risk

1. Identifying 2. Assessing risks and
risk control status

5. Cl ing 4. Impls q 3. Formulating
status cour

| @ Determine the risk ranking

i
« Evaluate the level of impact based on table as below, i
H
H

Determine the risk ranking based on @ and @.

More than )
100,000 people 1 billion yen :Vlld» H H
1.p| More than 10,000 More than ‘22191 ® A (12/A)  (1-11A)
people 100 million yen i ;-9
Y
21 More than 1,000 More than s Short ] g
people 10 million yen -term i 3
_,| More than 100 More than : {ES
R people 1 million yen Rartisi i g
Less than 100 Less than =
. people 1 million yen e Nons «
8
=
@ Evaluate the probability of occurrence o A Less (TG
- Evaluate the probability of occurrence based on v
five grades below; i ittt

A: Once or more in a month @ Impact (1-1 to 3)
B: Once or more in a year

C: Once or more in five years

D: Once or more in ten years i
E: Once or more in 100 years 21
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(73) /N
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