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OLIS 2019 Spring: Risk Management

Time Lecture/Agenda

9:00-9:30 Opening Ceremony
9:45-12:15 Insurance ERM Practices

12:20-13:10 Welcome Lunch
14:00-16:30 Investment Risk Management

8:00-11:30 Enterprise Risk Management (ERM) of
Insurance Industry in Japan

11:30-13:00 Lunch
13:00-15:30 Operational Risk

16:40-16:40 Group Discussion @)

Program

Thursday, May 23, 2018

g Speakers
Yas Aklyama
Senior Officer / Chief Risk Officer
Prudential Holdings of Japan Inc.

Yas Akiyama
Senior Officer / Chief Risk Officer
Prudential Holdings of Japan Inc.

Friday, May 24, 2019

Nobuyasu Uemura, Ph.D,
Managing Director
Capitas Consulting Corporation

Futoshi Makino

Manager, Risk Management Team
Administrative Risk Management Officer

The Prudential Gibraltar Financial Life insurance
Co., Ltd

Monday, May 27, 2019

9:00-11:30 Demographic Trends in Japan and the Future Naoko Kuga

of Life Insurance

11:30-13:00 Lunch
13:00-13:30 Magic of Life Insurance
13:45-16:15 Insurance Underwriting Risk (UWR)

Senior Researcher, Social Improvement and Life
Design Research
NLI Research Institute

Masanobu Tani

Management in Life Insurance Companies in  Appointed Actuary & Risk Management Team

Japan

9:00-11:30 IT Risks

11:30-13:00 Lunch
13.00-16:00 Group Discussion @
16:15-16:45 Closing Ceremony

Manager

Insurance Underwriting Risk Management Officer

The Prudential Gibraltar Financial Life Insurance
Co. Ltd

Tuesday, May 28, 2018

Takuya Ueno
Team Leader, Systemn Control Team
The Gibraltar Life Insurance Co. Ltd,

*This seminar program is subject to change without prior notice.
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ENTERPRISE RISK MANAGEMENT FRAMEWORK

Effective risk management to enable the achievement of our strategic and business objectives

Enablers for effective risk management Results

. X \

1 Direction % 2 Delivery: tools 4 Risk management\, 5 Stakeholder
Leadership sets the '-,‘ Tools to enable risk management results focus
direction for risk 9 Measure effectiven Effective risk
management of risk management anagement

b achieving

ur strategic

/ and b
@ / objectives
F /
/

/ 3 Delivery through people y
i People-related levers to enable
risk management

/
4 ."-‘
High-performing, values-driven organisation

Feedback loop
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Enterprise Risk Management at Prudential Overview of Po"cy Measures

Group
Active Insurance
Level Groups (IAIG) Important

(@) (M) () (a8 oratonaty SO0
\ vl /,' \ et \ ) P N = 'y
odel Ris i is i i

Relation to IAIS
Mission

Model Risk Insurance Risk Market Risk Operational Risk Insurers (G-Sil)
( é“ \ & \ ( Q \ ( ““ ICPs that apply to legal entities and groups
) { J \ x| | .
- ; \ entities Effective and
o 3 Y 2 Sthrdaids globally consistent
Investment Risk Governance Risk ID & Risk Strategy & F % supervision
Assessmen t Risk Appetite Sowar Common Framework (ComFrame)
for the Supervision of IAIGs
ORGANIZATIONAL VIEWS
-Japan - Korea - Taiwan - U.S. Infrastructure
G-SlI Policy Contribute to
- Shared Models and Metrics Measures financial stability
- Aligned Corporate Governance
- Transparency
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Modified Duration and EHective Duration of Liability Dynamic
Lapse Assumption: Arctan Model (w_max = 30%, 30yr)
(Tenor: 30 years)
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Monitor Investment Portfolio and Markets Risk Quantification
+  Strong controls on limit monitoring and remediation + Parameter (PD, LGD and LGD Volatility), spread,
»  Ongoing analysis of market, sector and single name migration assumptions used for risk and other analysis
trends * Monthly economic calculations of Risk Amount at
«  Ongoing interaction with Asset Managers for name, different severity levels.
sector, asse! class insight and trends » Coordination on Risk Appetite Expressions
» Ad-hoc analysis on industries, sectors or events » Counterparty risk quantification
* Periodic reports to management and Board committees = Provide a check on intemal ratings and Assel Managers
using varicus methods
Advise on Investment Risk Engagement with Regulators and Rating Agencies
» Maintain governance framework * Responsive reports and analysis on current events
+ Evolve fimit framework for portfolic growth and changes  «  Analysis and feedback on the impact of proposed
in capital markets regulation on Prudential, Life Insurers and Capital
Provide analysis on investment risk embedded in new Markets
transactions or acquisitions « Participate In IAIS Field Tests, Own Risk Self
+  Provide leadership on integration of investment risk into Assessments (ORSA), Resolution Plans and other
the Risk Appetite Framework requests
- Participate in rating agency reviews

A R E TR DI RE R R
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i ‘ & L (EL) | X Unexpected Loss
ota oss Ina iti
E=3A | dditional losses over expected that
Severe Event | - enTags SN foltes e Sxpeot 10 + we could see under a given severity
see in a credit portfolio over a cycle. / . 9,753,?55_. o 4
[

_ 'y 1
Secuwily-level analysis primarily besed on m:::: :"':,m' Wg r:oao .}m ;e::mfy‘-bw
(sstorioal soperience. based on asse! comalation
/= Each exposure in our portfolio is simulated within the context of correlation across 500,000 paths. Summing =

exposure values in each path forms a distribution of portfolio values.
= Our Risk Framework is defined as the portfolio unexpected loss at the 99th percentile of the portifolio distribution.

} Portfolio Holdings I Assumptions .

Asset Class, Probability of Default
ParentCounterparty. (PD), Loss Given Default
Holding Amount, {LGD). Assst R?, Interest
Cashflows, Maturity, etc and FX Rates, etc

Probability

CIRMEEAERREEER(ETA

27 line of defense 15t line of defense Asset Managers
Create and Maintain Limit Portfolio Construction and Autonomy in Security
Framework Optimization through Selection, Underwriting and
Strategic Asset Allocation Asset Origination
Influence on (within Constraints)
% oo Considarations: Considarations. J A
Consideratons. ~ Lonsiderations. Considarations:

Construction Manage Shape of Risk Liantility Matching, Portfolio Yieid, Risk/Return, Strategic Assst

Distribution, Maintain Consistency Capital Volatiity, Lirnits Allocation, Limits

wath PFi's Risk Appetite
Analyze & Monitor Across Manage, Analyze & Monitor Manage, Analyze & Monitor
Asset Managers and Across Managers and Within Asset Manager's
Portfolios Portfolios Portfolio
Ongoing Portfolio
Monitoring, Considerations: P Considerstions:
Analysis, and Model and Me [l " ions, Limits, g Concentrations, Limits, Trends;
Reporting Risk i Portfolio; Monitor Limits; z Quarterly repovts to IRM and CIO
, Regulators
Investment Limits Investment Risk
Portfolio Checks Quantification

DR TENSNE R E EE L A

FHNEEEBEYE » TR (R SRS IR E IR R B e B s - (Hah
HEFIEERRNFT AR - GrOEeRESERT - SRS R THY R TR
877 (CMBS) 1y =(El A TH T By " AAA | - B5FfT AAA 4
(Supersenior AAA)~&fE AAA & (Mezzanine AAA) b ZRIERT AAA £R(Junior AAA) -
BABSEAL AAA 35 30% 2 (5 RS SEEERT » JRB B EELHER & e IR
PSE P ERe UL » Bt 30%H RS < 7Kg AAA SRELZTIE(T AAA 4REE875
ZAS RSy A s 200688 12%-15% 155 - A[EI@4R T pa iR ITIfESR AN
[EREEIRT © Eghiks » BESTEEEE B - BRSEARRIEE.: -
FEREZRIEIRE 2 AAA & » 523 R B4 - IR AAA SREVESSEIEINS -
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£ 1997 422 2008 £EfH] - HASA 8 RAFZIRRATNIE - fdctidefnyEHES
o EHEE S T RIDUEBUR R NHIEhsE | AEIEES ) Fy2 FUi# - 2000
FEARCORIARE - HARNSER AT I T — IR ERAR] > Hrp LR —KAvfse
A+ RETRH LS - WA E = BN E AT A R NS
DIF-RHELanlERBIT > (B8R EACE - ARSI AL S PR A &
TSR E TR - [FIRHE 1988 F1] 1900 FHAE AL - RSB N E
MERHEF T2 A E A BRVERC AT T BIRIMED AR 2R A =P
EEERE IR TR > MR B THRSS SRR T —rEiar g
KBRS A BIETEERRL - N A BRESRAVSE - NI S AT R
ATREEHERY - (RIS 7 FRE - BB GRS EEaD - PR T
B A B— NERE(ERCEE AR VRIS -

PLUESCE RIS - THEAEMERE AR E R IRE - siE R EE AR
EHSSREA TG WRREEEESCR > N AERAVICERSCRD AT FEERE
RV E PSS -

IEHERTETT ERM SESR A FIE RS SR DU B A = IR R P AU & i i
PRI FR PR ERM HYERZEM: - FEEEHIRREET - IR T EREH
s R B TSRS o N E R AR ) - MEA ERM BVHEY » 52
AR FHEEEN RS EI T SERFREIIAEER - DK e A
EEAERE - RED e R R -

Life insurer's bankruptcy

Nissan Toho Daihyaku | Taisho Chiyoda Kyoei Tokyo Yamato ]
period of bancruptcy | Apr—897 | Jun-99 | May-00 | Aug-00 | Ost-00 l Oct-00 Mar-01 | Oct-08
— = | | i
_procedure insurance business law rehabilitation procedure J
negative net worth 302.9bn.| 650.0bn.] 317.7bn. 36.5bn. 505.0bn. 689.5bn. 731.0bn. 684.3bn
4 — <
financial help 200.0bn.| 366.3bn| 145.0bn. 268.7bn. no no no 27.8bn
[ cut of reserve . [T 10% = 10% 10% 10% 8% 0% 10%+
goodwill == 123.2bn.| 240.0bn. 147.0bn. 7.0bn.  #3320.0bn. 384.0bn..  32.5bn. 3.2bn.
e =
| guaranteed rate
~ before bankruptcy unknown 4.79% 4. 46% 4.05% 3.70% 4.00% 4.20% 3.35%
| - after bankruptey __2.75% 1.50% 1.00% 1.00% 1.50% __1.75% 2.60% 1.00%
early surrender charge 7 yoars B years 10 years 9 yesars 10 yeoars B years 10.5 years 10 years
o it S | —
rehabilitation sponsor LIA) = GE Manulife Yamato life AIG Prudential | Taiyo & Prudential
| o " | _Dside .
currant situation Prudential | Prudential | Manulife  Prudential | Prudential | Prudential T&D Prudential
Group (US)|Group (US) lgroup (US)|Group (US) | Group (US) Group | Group (US))|

* Lifs Insurarce Assocation of Japes

£ 1997 % 2008 = H AN F iRk sk EIPAE L
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Disciplined capital allocation management

Profit Generate capital Shareholder returns
Capital and cash flow and internal reserves

efficiency
Shareholder returns (stable

{ioast 8% rotun Accumulation of value payment of dividends + flexible
of new business Capital share repurchase)
Maintain and improve
allocation financial soundness and

at least 8%)
manage- enhance capital

aoueleq [ewndo

Capital ' Control risk based on ment T .
. market environment High capital efficiency and
reallocation of capital to
Financial 9

soundness
(ESR 170-200%)

C AT A a I ERM Zes b E AL KT A EE

(Z) EBEEEEREE (Economic Value Based Management)Hy B E 4

AR EEA M e \SORs AV RS A R - a8l A B Es ATk &
HYGESR - AE N/ NTER - FISORHEETTE  BRETTHB AR - Rk
HARANSZ R AEE ERM EHEFRERSOREE 7% - I iR EMAVEOREfELL
22(Economic Solvency Ratio = Economic Value based net assets / Economic Value based
Capital) - ARl AT Fy 1T RFEARSK AT RERE et - HIGEMH AR OVARCER 2
B7 » B E R oA R E R T BRASORHEE A4 e E B AL
RS - fEHA ~ &8 ~ ERED R ERIASRaamH - RyEEHE S
HYEGAIPREE - B RS N E B E ARSI TERCHY R -

Effects of declining interest rates Trends in Economic Solvency Ratio (ESR)

2DD
<assets>  <liabilities > <assets>  <Cliabilities > 180% A is1ee 180% TO%
: 51% 180%

1805 147% 145% -
140% -— - o

i i
100 e
80
il

il .
5\_!;' i 'i
‘3142 = i @
- S ﬂ
# By current accounting plinciple # Actually - | \E-(lf

(I DuR of iabilities is greater than Dur of assets) Mar-15 Sep-15 Mar18 Sep- 16 Mar-17 Sep-17 Mas-18
__(=nd of parod)

Gt AR B AR 22 5 DA A E| DL ERM BGE

N EIERIRETT ROEERE
HASS—Azanft 2016 4F 3 HIFAOR EEELRE RS AE 100% » #5455
P BT E R S ML EIMEERIERIGS - (A SN R AP
AOPMEMAEEAL 2017 = 3 AR 132% » AR A EWHFELL ERM s A ElE
MBETT SORERE T » Mok P RIS T Ry RO (AL A4 AE 170~200% -
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2016 S HATHTEITE(EE(ERR(QQE)AVEAFRER - nJ UBIEEFR N ERAHY
NELRB A FEORE EILRARSIE S > T&RD SRl SISO E LR
21T%E—FNET&E] 162% -

A\ SR A B A 2 N ERA YRS > EZERT 7 LU EHE -

o TR FZF S E LT T EAMERAET]

o SEPRG NIRRT 2Ll - (BRI IR MEZFHILLE DS s

o S AR i ((EFe it NS HEEEE ARG - Dot T HAN 2 TR

o EEBE R ESEAOTHU AR > B M

. 00%
Status of ESR (T&D Holdings) !
ESR L 0%
= / R \ 0%
o \ \ —
O/ \\\ | s 175 ét —0 70%
: \16% _—r—o—"" S
N 0
7 60%
ESR Required level: 1 T P ) 50%
Surplus £C 40%
30%

=

2012/3 201313 2014/3 2015/3 2016/3 2017/3 2018/3

21112 21156 TR e
6.1 : 2 20%
. 2081 METO i i P2
986 8726 ) 10% . T e J i S
2014/03 2015/03 2016/03 2017/03 | 2017/06  2017/09 2017/12 201873 ) - -

f m FX Asset Others Real estate Equity Loan Domestic bond

: QQE ¥f T&D /\F]fy ESR g2 P HARAEREAEREE R E &
PR B ME A L E

(2) FEENEEREHERE

1990 FEATERHA R A R A e S ERIE IR - SRIBEEBHEII5RIRIE &
a R EERVEE ) - KBTI Rbe A FIREERE S - WEIEFEEN#E e
I (Solvency Margin Regime) - 72 1996 3 #EMEE(E RE J1LL# (Solvency
Margin Ratio ,SMR)IVIIZE - DAEL Ry frbe A B80S (R = BLO AR - BIRNERE
{EAE TEERARIY 200% 58 LER T IRAVORR 2 5] > EE B B 1L BN i -
BB EEAE TEEFRA Y 100%ZE 200%E AV REAF - BSHIRH B EN S
aTE L HINEBIBERE IR 0%E 100% 1Rk A E » Ko HEHEH
HYEERT BN ETL > WIRHEEE L RCh S MRS - ZENBIEIEHERE
NEERBEEE - HIRIIE S 8Ee 25 - 12 2000 5 K 2008 FEAYPRIRSE
{EIEAEE% - eRlEEAE 2010 S HEZIERTE T FESHY SMR BUE ©

Margin (Capital) ‘
Solvency Margin Ratio = _ 2200%
1/2* Risk Amount |

14



1996

E Solvéncy Margin Ratio ( SMR ) introduced

_ |

b DATE \ MILESTONE
2000 Daihyaku, Taisho, Chiyoda and Kyoei Life Failure | May2018 Launch of 2018 Quantitative Field Testing
2007 ‘ Report by a “FSA Review Team of SMR" released ‘ July 2018 Publication of ICS Version 2.0 CD and comprehensive ComFrame
2008 Lehman Shock, AIG's crisis constisio
: - ber 2018 Field Testing submissions due
SMR revised under the current scheme . !
2010 ; - - - i October 2018 Feedback on ICS Version 2.0 CD and comprehensive ComFrame
1st. Field testing ( for economic value based solvency regime ) | consultation due
*2nd.= 2014, 3rd.= 2016, 4th.= 2018 April 2019 Launch of final round of ICS Field Testing
[ IMF released an nent report of FSAP Japan July 2019 Data due for 2019 Field Testing
2012 : : sk
- | (Requested for economic value based evaluation of liabilities ) JAIS 2019 Adoption of ComFrame,
2014 Revision of Guideline for Supervision General Meeting including ICS Version 2.0 for the monitoring period

( ORSA related rules established ) * ORSA reporting in 2015
l RAOLTSGIRG JUIOS ORI ) ¢ L Tas) SoEs .
020 ? | Field testing as a formal regulation

——

20257 | Int

Early-2020 to Late-
2024

November 2024

Five-year monitoring period

Adoption of the ICS Version 2.0 for implementation as a group-wide

roduction of economic value based solvency regime consolidated PCR

: SMR BB R EHY R L 1CS EHUAEAR R

HATE IAIS T B E B - BRI LIRAI(CP) ~ Sh[F B 40 i

(ComFrame) ~ EHFR {R b & ATEAE (ICS)FIRER F &M bR = AR AIHIE T F AR
RHI 2T INILEEE IAIS STHEEAVEEAME SRR VST R DURCR B
SHEEE R AT A ERM J ORSA iz » JEHARY TAERILE F R EFE

FatAERI(IFRS) LUK ICS FHtAEA(Field Testing)fyadfe » ARAGIA rlAEAE TLAKOR

BE AR S ERE DB ERUE -

7 ~ fEsEJR R

(—) 1ESREBREH

RZEZEMIM TR EZAGESE - (BRI ERNE RS - ARRERGZA
B RN S HER  EREEREER Ry - BETAERE b - (EPERR
e\ B (S R < 1T AR BE A PRI AR Tt oh - RS o Rl UK
I - ATBEHE R ~ EatEbE R EE bR DU A R -
TESEm BBV Fy -

REIESSH
OALECHE ORIERH
OHBAE O 2]

N=
OFFEREAE  OFldf e
O NFykin OF 2

O PIHEEEK
& HNERIN R
ONEZMEE OFNEZGFLH ORARKE OFNHFEK

OF S5/ ilCi OHEEEERET O -waE="1
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TEER R EA DL MR | BESREDZ ~ SR - B eaiak P &0 ~ MOAHR 5 4R -
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It EEE 7RIS 2005 A B PR BT T 15 RIEIEEE 4 ([BOTHVIESR - SIAHERITIR
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e S ARG TR B SCH ~ AF R IR0k FAEIL KRS A
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o &= = AJ5/= (Data subject consent )

o FAIEEFEEK (Notice and disclosure requirements )

o {E A\fEAF] (Rights of individuals )

ER R RBSF (g =20k (Data Protection Officer (DPO)and privacy
program requirements )

o ZZHIK (Security requirements )

o ERIYNEEE; (Data Security Breaches and required notifications )

o ERMAE FEARANYSEC LSRR (Data Protection Authority (DPA) registration
and notification )

o 4% FIBHTEARE 24T H (Online tracking and advertising )

o i A\ &R 5EEE (Personal information collection )

o ERHZEHIEHIEIRFZR (Processing and handling by data controllers )
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o EiEfEEERE ] (Jurisdiction and territoriality )

o (LFERG RS (Mendor agreements and mandatory assurances )

o (G Es I EELE R FH L (Server location and data localization )

o FUEM(E A\ &R (Sensitive personal data )

o BkE(E AN &R (Employee personal data)

o ERHA{FE(F (Data retention obligations )

o &M (International data transfers )

o Bh{TEEHIFE (Enforcement and sanctions )
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