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90% of Japanese families
that have life policies

0.0
10.0
20.0
30.0
40.0
50.0
60.0
70.0
80.0
90.0

100.0
19

65

19
68

19
70

19
73

19
76

19
79

19
82

19
85

19
88

19
91

19
94

19
97

20
00

year

ra
tio

 (
%

)_

Total

Private insurers

Kampo (Postal
insurance)
Zenkyoren



4

Second largest
Life market in
the World

US
29%

UK
12%

France
6%

Germany
4%

EU other
10%

Japan
26%

Oceania
2%

Africa
1%

Other Asia
6%

Others
4% Million US$

US 442,373
UK 179,742
France 84,761
Germany 56,257
EU other 149,657
Japan 401,484
Other Asia 98,047
Oceania 23,860
Africa 18,678
Others 66,394
Total 1,521,253

Life Insurance Premium 2000



5

Life Premium per capita in
2000
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Japanese
equity
market
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Interest Rate
Trend
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Fair value issues and how
they affect Japan

! with-profits business

! entity-specific or
fair value

! risk margins

! discount rates

Prudential Margins

GAAP Margins

Best Estimate
Liability

Shareholder
Equity

Fair Value

Free 
Assets

Required 
Assets

     Prudential
       Margins

GAAP Margins

Best Estimate
Liability

effect 
credit rating 
& risk margin

Fair Value

Entity-specific 
Value
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year of maturity

valuation rate 
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zero coupon yields  31 March 2001
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Results

! Major change in reserving results of:
– older policies: discounting

! cost of guarantees sensitive to
- dividend rule
- investment policy
- economic circumstances

– new policies: discounting   dividends    margins
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Business implications

! solvency capital Asset risk (AR)
Insurance risk (IRC)
Interest rate risk (AIR)
Management risk (MRC)
Total risk capital = 

( )( ) 2/)( 22 MRCAIRARCIRC +++

?! investment policy

! mergers and
acquisitions 0
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