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Õ Own vehicle
damage:-0.2 Bln yen

Õ Property damage
liability:-0.8 Bln yen

Õ Bodily injury
liability:+1.2 Bln yen

Õ Personal 
injury:+1.8 Bln yen

Change in company expenses (incl. those 

other than for underwriting):

ÕPersonnel expenses +0.7 Bln yen
(Due to employees increase, etc.)

ÕNonpersonnel expenses, etc +-0.7 Bln yen
(Due to an decrease in IT expenses, etc.)

Provisioning of premium reserve, etc.

Change

Change

Change

+)    Net Premiums  
Written

-1.7 Bln yen
(141.7 Č 139.9)

- ) Underwriting
Costs & Expenses
(incl. Loss Adj. Expenses)

-1.9 Bln yen
(62.8 Č 60.9)

+0.1 Bln yen
(78.8 Č 79.0)

Company 
Expenses 

for Underwriting*4

Net Commissions
& Brokerage
Expenses

-4.1 Bln yen
(202.9 Č 198.8)

-2.0%

- ) Net Losses Paid

-4.7 Bln yen
(357.5 Č 352.7)

-1.3%

+1.5 Bln yen
(97.3 Č 98.8)

+1.6%

-2.7 Bln yen
(50.1 Č 47.4)

-5.4%

-1.9 Bln yen
(168.4 Č 166.4)

-1.2%

-0.0 Bln yen
(138.9 Č 138.8)

-0.0%

Voluntary
Automobile

Fire *1 Others

Change
+1.1 Bln yen

(12.8 Č 13.9)
Change

+13.2 Bln yen

(-13.1 Č 0.1)

-0.8 Bln yen
(80.5 Č 79.7)

-1.0%

Underwriting Balance Underwriting Profit

Õ Change in unit 
price: -1.0%
(premium per vehicle)

Õ Change in number
of insured
vehicles: +0.1%

Voluntary
Automobile

Fire *2

-4.8 Bln yen
(25.0 Č 20.2)

-19.2%

Others*3

Analysis of Year-on-Year Changes (Underwriting)

Note 1: Gross premiums written:  -4.3 %

Note 2: Losses from natural disasters (Fire):   -3.4 Bln yen (  7.1Č 3.6 )

Note 3: Personal accident: +0.5 Bln yen; CALI: -1.4 Bln yen; General liability: +0.7 Bln yen; Machinery: -0.5 Bln yen, etc.

Note 4: Company expenses for underwriting  =  Loss adj. exp. + Operating & admin. exp. for underwriting
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Net Income of
Subsidiaries

Net Interest &
Dividend Income

Underwriting
Profit

Net Gain on Sale 
of  Securities

Change

Change

Others

+) Special
Income/ Losses

Price Fluctuation 
Reserve

Net Realized Gain 
on Fixed Assets

Change

Change ChangeChange

ÕNIPPONKOA Life: -0.0 Bln yen  (0.0 Č 0.0)
ÕSonpo24: +0.0 Bln yen (-1.3 Č -1.3)

+13.2 Bln yen

(-13.1 Č 0.1)

-0.5 Bln yen

(15.4 Č 14.9)

-1.6 Bln yen

(15.3 Č 13.7)

+4.3 Bln yen

(-11.4 Č -7.1)

-0.6 Bln yen

(0.2 Č -0.3)

-0.0 Bln yen

(-1.2 Č -1.3)

-0.6 Bln yen

(-1.0 Č -1.6)

+15.4 Bln yen

(6.2 Č 21.6)

+14.7 Bln yen

(5.2 Č 20.0)

+7.8 Bln yen

(4.0 Č 11.8)

-0.2 Bln yen

(-0.8 Č -1.0)

+5.9 Bln yen

(6.6 Č 12.5)

+) Ordinary Profit

Net Income before Tax

Net Income
(Nonconsolidated)

Net Income
(Consolidated)

ÕTax and Tax adjustment: -
6.9 Bln yen (-1.1 Č -8.1)

ÕProvisioning and/or reversal of reserve 
for investment losses: 
+3.0 Bln yen (-4.0 Č -0.9) 

Õ Investment income/loss from money 
trust: +0.4 Bln yen (-0.6 Č -0.1)

ÕExpense for derivative financial 
instruments: +0.7 Bln yen (-1.3 Č -0.6)

Investment loss reserve 
provisioned for Sonpo24 is 
eliminated in consolidation: -1.9 Bln 
yen (+3.4 Č +1.5) 

Analysis of Year-on-Year Changes (Others)
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Main Points of 1H FY2007 Results

ÕAs in last fiscal year, applied provisioning standard of 30%

Õ1.3 billion yen reserve for possible investment loss provisioned for Sonpo24

ÕProvisioning for Sonpo24 created a difference between consolidated and 

nonconsolidated net income in 1H FY2006, the period of initial provisioning for this 

subsidiary. No such influence in 1H FY2007

ÕNatural disasters that occurred in this half year period were typhoons No.4, No.5 and 

No.9 and Niigata-Chuetsu-Oki Earthquake

ÕLosses due to natural disasters including these ones: 4.1 billion yen 

(Net losses paid: 1.7 billion yen, Reserve for outstanding claims: 2.4 billion yen)

ÕSuspension of sales of third sector products for 3 months, loss of bidding qualification, 

etc.: Negative impact on sales performance was approximately 0.7 billion yen 

Natural disasters

Investment loss 

reserve provisioned 

for Sonpo24 

subsidiary

ÕReduce relationship stocks by 100 billion yen on a book-value basis from FY2006 

through FY2012

ÕReduced 7.1 billion yen in 1H FY2007

ÕGain on sale of relationship stocks: 10.3 billion yen

Relationship stock 

reduction and gain on 

sale of securities

Administrative order 

for partial suspension 

of business

ÕDue to change of calculation method, provisioning of IBNR reserve increased in the last 

fiscal year

Õ0.5 billion yen reversal in 1H FY2007 vs. 10.6 billion yen provisioning in 1H FY2006
IBNR Reserve
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FY2007 Forecast

Net Premiums Written

FY2007E
(revised forecast)

Loss Ratio *1

Loss Ratio *1Other than
Compulsory
Automobile Underwriting Balance

Expense Ratio

1H FY2006 1H FY2007 Change

- 15.0Bln yen

24.0 Bln yen

13.0 Bln yen

700.0 Bln yen

62.3 %

- 5.8 Bln yen

4.8 %

35.8 %

64.7 %

- 13.1Bln yen

6.2 Bln yen

4.0 Bln yen

357.5 Bln yen

58.6 %

11.5 Bln yen

2.8 %

34.9 %

61.6 %

+ 13.2 Bln yen

+ 15.4 Bln yen

+ 7.8 Bln yen

- 4.7 Bln yen

+ 0.2 %

- 0.0 Bln yen

+ 6.0 %

- 0.3 %

- 0.1 %

24.0 Bln yen

13.0 Bln yen

4.8 %

Ordinary Profit *2

Net Income

Underwriting Profit

Adjusted ROE *3

Notes 1) Net paid losses from natural disasters: 1H FY06, 7.7 Bln yen (of which those incurred in the year 1.3Bln); 1H FY07, 4.0Bln (ditto 1.7 Bln); FY07E, 8.0 Bln
2) Net gain on sale of securities: 1H FY06, 15.3 Bln yen; 1H FY07, 13.7 Bln; FY07E,  24.2 Bln 
3) In calculating òAdjusted ROE,ó net unrealized gain on available-for-sale securities is excluded from shareholdersõ equity. 

ROE for 1H FY06 and for 1H FY07 are on annualized basis.

Consolidated
Basis Net Income

Adjusted ROE *3

Ordinary Profit 9.7 Bln yen

6.6 Bln yen

4.7 %

+ 12.2 Bln yen

+ 5.9 Bln yen

+ 4.6 %

+ 0.1Bln yen

21.6 Bln yen

11.8 Bln yen

352.7 Bln yen

58.8 %

11.5 Bln yen

8.8 %

34.6 %

61.5 %

21.9 Bln yen

12.5 Bln yen

9.3 %
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Basis for FY2007 Forecast

Net

Premiums

Written

FY2007 Forecast Comments

Underwriting 
Profit

Profit

ÕAnticipate continued decline in unit price of auto 
insurance products, and aim for recovery by 
increased sale of auto product òCar BOXó

ÕSpeedy recovery of housing sales is unlikely
ÕSales growth of products for enterprises will 

continue

ÕTyphoon season is over, and estimate for losses 
due to natural disaster was revised down to 8.0 
billion yen from 13.0 billion yen

ÕExpect that first half trend of net losses paid 
other than natural disasters will continue

ÕAlthough amount of expense is within an 
expected range, expense ratio will worsen due 
to downward revision of net premiums written

ÕNo major change in forecast of special gain/loss
ÕMaintain previous forecast for ordinary profit 

and net income as a result of increases in gain 
on sale of securities and interest & dividend 
income

700.0 Bln yen

Voluntary auto

Other than auto

Total

Loss ratio

Expense ratio

Underwriting 
profit

Ordinary
profit

Net income

370.9 Č -3.6

710.0 Č -10.0

63.7% Č +1.0%

35.7% Č +0.1%

367.3 Bln yen

13.0 Bln yen

332.6 Bln yen 339.0 Č -6.3

64.7 % 

24.0 Bln yen

23.0 Č +1.2

13.0 Č 0.0

Investment 
Income

ÕIncreased dividend income from stocks
ÕForecast of gain on sale of stocks unchanged at 

23.0 billion yen 

Underwriting
balance - 3.3 Bln yen

21.7 Č +6.0 

35.8 % 

Difference from 
previous forecast

Net income & 
dividend income

Gain on sale of 
securities

- 15.0 Bln yen

27.7 Bln yen

24.2 Bln yen

4.0 Č -7.3

-10.0 Č -5.0 

24.0 Č 0.0
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Business Improvement

Failure in payment of claims for 

additional coverage

Improper nonpayment of insurance 

claims in third sector products

Released final report in Apr. 2007 

Implementing business improvement plan

Aim to restore confidence and improve quality of service by listening to customer opinion

Improve 

disclosure Strengthen 

governance

Strengthen 
coordination 

related to product 
development

Strengthen 

claims handling 

division

Establish PDCA cycle starting from customer opinion with 

the newly established òQuality Control Dept.ó taking the lead
Note: PDCA cycle is management approach to improve continuously by repeating Plan, Do, Check, Act

Released final report in May 2007 
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Campaign of Explanation and Self-Inspection

New regulations for solicitation
(revision of supervisory 
guidelines to insurance 
companies)

ÕApr. 2006: New rule for explanation of 
important matters
(policy summary / information calling 
for attention)
ÕApr. 2007: Form for confirmation of 
customersô needs
(response to the suitability rule)

Request by FSA for self-

inspection for fire insurance 

sales

Resolution by the General 

Insurance Association of 

Japan to respond to the 

request
ÕCheck if proper sales structure is 

established

ÕCheck if premiums are calculated 

properly

Member companies 

voluntarily check their 

contracts overall

Implement 

collectively a 

òcampaign of 

explanation and self-

inspectionó

Explanation

Self-Inspection

The task of top 

priority for benefits 

in the future

This part will be 

completed in the 

first half of 

FY2008
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Outline of Medium-Term Business Plan (FY2006~FY2008)

Simultaneous pursuit of ñpremium growthò and ñcost reductionò

Reduction in expenses

ÕRestructure business processes by utilizing the state-of-the-

art IT systems

ÕWork on projects intensively to reduce purchase costs

Promote group strategy

Strengthen sales competitiveness

The end of September 2007 is halfway point in the plan
Business circumstances in this period were worse than initially expected

ÕRecovery of Japanôs economy is stagnating

ÕUnit price of auto insurance has declined due to slump in new auto 

sales and shift to smaller cars

ÕProblems related to claims payment increasing

ÕFurther promote business expansion of NIPPONKOA life and 

Sonpo24

ÕPromote efficient overseas operations tailored to 

circumstances of each area

ÕExpand asset management business through ZEST AM

Concentrate business resources in 
promising areas

ÕFocus on domestic non-life and life insurance business

ÕFocus on efficient sales channels in which we have 

competitive advantage

ÕLaunch attractive products (e.g. Car BOX, a new car policy 

launched in Sept. 2006)

ÕPromote expansion and service quality of agencies

ÕIncrease number of agency trainees

ÕNo premium income 

growth

ÕDifficulty in reducing 

expense ratio and loss 

ratio



November 2007   NIPPONKOA Insurance Co., Ltd. 12

Numerical Targets

Consolidated
Basis

Net Premiums Written

Ordinary Profit *2

Net Income

Underwriting Profit

Loss Ratio *1

Loss Ratio *1Excluding
CALI 

Underwriting Balance

Adjusted ROE *3

Expense Ratio

Net Income

Adjusted ROE *3

Ordinary Profit

1.1 Bln yen

26.7 Bln yen

13.2 Bln yen

708.3 Bln yen

5.7 Bln yen

60.3 %

4.6 %

35.7 %

62.7 %

FY2005

24.4 Bln yen

10.6 Bln yen

3.8 %

-35.7 Bln yen

24.5 Bln yen

13.4 Bln yen

703.3 Bln yen

-8.5 Bln yen

63.1 %

4.7 %

35.5 %

65.5 %

28.1 Bln yen

15.8 Bln yen

5.6 %

FY2006

-15.0 Bln yen

24.0 Bln yen

13.0 Bln yen

700.0 Bln yen

-5.8 Bln yen

62.3 %

4.8 %

35.8 %

64.7 %

24.0 Bln yen

13.0 Bln yen

4.8 %

FY2007E
(revised in Nov. 07)

-22.0 Bln yen

22.0 Bln yen

13.0 Bln yen

700.0 Bln yen

2.0 Bln yen

61.6 % 

35.2 %

64.2 %

22.0 Bln yen

13.0 Bln yen

FY2008E
(revised in Nov. 07)

Notes 1) Net paid losses from natural disasters: FY05, 18.3 Bln yen; FY06, 23.0 Bln; FY07E, 8.0 Bln; FY08E, 13.0 Bln.
2) Net gain on sale of securities: FY05, 8.5 Bln yen; FY06, 47.0 Bln; FY07E, 24.2 Bln; FY08E, 28.0 Bln. 
3) In calculating ñAdjusted ROE,ò net unrealized gain on available-for-sale securities is excluded from shareholdersô equity. 
Unadjusted ROE in FY2008 would be approx. 2% if stock market remains at September 2007 level.

5 %

5 %
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Consolidation of Products
Rebuild simple and highly understandable products by promoting consolidation of 

products and policy conditions

Auto insurance ñCar BOXò (launched in Sept. 2006)Integrated personal accident insurance (launched in Dec. 2005)

ÕBrought down the number of special conditions while 

maintaining the scope of coverage 

(from 45 to 24)

ÕDiscount for contracts with no paper policy (confirm at 

Website) and cashless payment

ÕUnified the policies of personal accident products and offer various 

plans (unified ordinary personal accident, family personal accident, 

traffic personal accident, and so on)

ÕCombined policy summary and insurance policy. Use 

understandable custom-made and large letters

Number of personal lines productsApprox. 90 Approx. 70(20% reduction) Approx. 30(70% reduction)

(Number of special conditions) Approx. 2,260 Approx. 1,640(30% reduction) Approx. 960(60% reduction)

Before Sept. 2007 Future plan

Examples of consolidation of main products

Strengthen compliance Increase understandability Reduce cost

ÕHave promoted products consolidation as part of a product development strategy
ÕIn this medium-term business plan, plan to cut number of products and special conditions by 10% compared 

with the end of September 2007
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Sales Strategy (1) ~ Distribution Channels ~

Number of agencies

Breakdown of premium income

by distribution channel

(as of Sept. 2007)

Life insurance

companies

4%

Corporations

27%

Car repair shops

and other

automobile

related

14%

Others

17%
Financial

institutions

6%

Car Dealers

9%

Core Agencies

23%

-6,215
-2,285 -3,213

-8,530

-2,883 -2,568

56,109
52,172

48,901

40,371
37,488

34,920

-12,000

-7,000

-2,000

3,000

8,000

Mar-02 Mar-03 Mar-04 Mar-05 Mar-06 Mar-07

0

10,000

20,000

30,000

40,000

50,000

60,000

abolition

establish

change

number of agencies

Note: number of  agencies is indicated by scale on the right hand side

Establish new 
agencies 
continuously, 
but net number 
is decreasing

Priority channels

Expect mid- to long-term growth 

by increasing the number of 

agency trainees

ÕEfficient

ÕHigh potential for growth

ÕEasy to take advantage 

of our strengths

33,236 as of Sept. 2007
[change]
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Alliances with
financial
institutions

Alliances with several major
life insurance
companies

Sales Strategy (2) ~ Broad-Ranging Alliances ~

8,116 sales people
(as of end of Mar. 2007)

31,367 sales people
(as of end of Mar. 2007)

Sales: 22.4 billion yen
(as of Sept. 2007)

Number of institutions: 6
(of which we are the lead 

insurer partner: 1)
(as of end of Sept. 2007)

Regional Banks

57.3%

City Banks, 

Trust Banks 

30.8%

City Banks, Trust Banks

Credit Associations, 

Credit Unions

and others

11.9%

Number of institutions: 58
(of which we are the lead 

insurer partner: 19)
(as of end of Sept. 2007)

Number of institutions: 103
(of which we are the lead 

insurer partner: 13)
(as of end of Sept. 2007)

Credit Associations, 
Credit Unions and others

Regional Banks Sales through banks to 

start in Dec. 2007

14,130 sales people
(as of end of Mar. 2007)

Sales: 14.0 billion yen
(as of Sept. 2007)
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30

40

50

60

70

80

90

FY00

FY01

FY02

FY03

FY04

FY05

FY06

FY07
E

FY08
E

Loss Ratio
Aim to stabilize at favorable level, adhere to proper and timely claim payments

Auto
ÅLosses paid increased due to 
increase of number of contracts 
ÅNumber of accidents was stable

All lines (Excl. CALI) 
ÅAlmost stable, if impact of natural 
disasters excluded

Fire
ÅFrequent natural disasters occurred 
in FY2004
ÅFY2006 was affected by Typhoon 
No.13

Results of 1H FY2007
ÅLosses from natural disasters were within expected 

range

ÅAmount of paid losses were as planned

ÅLoss ratio slightly increased

Plan of FY2008
ÅAssume losses from natural disasters to be 13.0 billion yen

ÅExpect to improve loss ratio of auto insurance

ÅPlan 64.2% as loss ratio of all lines

58.8%

46.3%

65.0%

1H FY2007
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Expenses

Key Operations

Total

Personnel expenses

FY2006

Expense ratio 35.5% 35.2%

291.6 Bln yen

80.7 Bln yen

122.4 Bln yen

88.4Bln yen

Intend to reduce expense ratio by utilizing improved infrastructure

ÅPromote business process reform

ÅAllocate employees appropriately

ÅRevise commission rate table

(effective from FY2007)

ÅThe numerator of expense ratio is the expenses related to underwriting out of the above total 

ÅLoss adjustment expense is a component of the numerator of loss ratio

FY2008E
(revised in Nov. 07)

35.8%

Net commissions 
& brokerage

Nonpersonnel
expenses (incl. taxes)

294.1 Bln yen

84.3 Bln yen

121.3 Bln yen

88.5Bln yen

FY2007E
(revised in Nov. 07)

290.0 Bln yen

82.0 Bln yen

120.5 Bln yen

87.4Bln yen

Results of 1H 2007

Personnel expenses: 44.0 billion yen (+1.7%), 

Nonpersonnel expenses (incl. taxes): 38.0 billion yen (-1.9%), Expense ratio: 34.6% (-0.3 points)

~ Increased personnel mainly in claims handling division & promoted projects for cost reduction ~

ÅFacilitate procurement cost 

reduction project

ÅSelect IT investments carefully and 

integrate existing IT systems
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Asset Management Strategy

VActively expand alternative 

investments

VStrategically

utilize ZEST AM

VReduce relationship stocks by 

100 billion yen on a book-value 

basis from FY2006 through 

FY2012, down to less than 

shareholdersô equity

VMainly invest in bonds with the 

purpose of improving ALM

Real estate

Yen-based

fixed income

assets

Foreign

currency bonds

Domestic

equities

OthersOthers

Alternative

investments

Yen-based

fixed income

assets

Foreign

currency bonds

0

500

1,000

1,500

2,000

Deposit Premium Account General Account

Pursue optimization of asset portfolio and enhancement of pure investment

Minimize interest rate 

fluctuation risk of deposit 

premium account through 

ALM

Yen-based fixed income assets are the sum of  

yen-dominated bonds and loans. 

Others includes bank deposits and call loans

Relationship stocks do not include subsidiary 

stocks

Unit: billion yen
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Embedded Value Sales breakdown by distribution channel (1H FY2007)

NIPPONKOA Life
Ref. Page 29

Amount of business in force for individual contracts

Expanding scale consistently

0

10

20

30

40

50

60

70

80

90

'03/3 '04/3 '05/3 '06/3 '07/3

Existing business value

Adjusted book value

77.6 billion yen
Unit: billion yen

Others (53 )
(corporations,  agency trainees, etc.)

Financial institutions (6%)
Number of institutions: 59

Core agencies (41%)
Number of agencies: 2,148

Anticipate to contribute to our 
consolidated profit from FY2009

0.0

0.5

1.0

1.5

2.0

2.5

3.0

3.5

4.0

'96/3 '97/3 '98/3 '99/3 '00/3 '01/3 '02/3 '03/3 '04/3 '05/3 '06/3 '07/3

Individual insuranceIndividual annuities

Both Koa Life and 

Nippon Fire Partner 

Life begin operating

Turn into 

the blackMerge into 

Nipponkoa Life

Launch new income 

security insurance

Amount of business in force 

for individual contracts 

exceeds 3 trillion yen
Unit: trillion yen
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Sonpo24
Ref. Page 30

Alleviate the clerical workload of intermediary agencies

Access to customers through multiple routes

ÅConcludes contracts

ÅExplains important matters
ÅAccepts notifications of 
claims from customers, 
etc.

Sonpo24 directly...

Auto insurance sales through banks start on December 22, 2007

Banks sell auto insurance as intermediary agencies of Sonpo24

Sonpo24ôs unique business model is an effective tool

TV Commercials

Web banners

Interested in 

Sonpo24ôs car 

insurance...Intermediary Agencies

Via Internet

Via telephone

Sonpo24õs character òHANA-KOALAó

Sonpo24


