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20-D-0209 
June 25, 2020 

 

JCR's Rating Review of Major Non-Life Insurance Companies 
 
JCR has reviewed ratings for core companies, insurance holding companies, etc. of Japan’s major 
non-life insurance groups (Tokio Marine Group, Sompo Holdings Group, and MS&AD Insurance 
Group). The following are the JCR’s rating viewpoints for the rating review this time. Please refer to 
JCR’s press releases 20-D-0200 to 20-D-0202 dated today for rating rational for individual companies.  

Rating Viewpoints 
(1) JCR reviewed ratings for major non-life insurance groups’ core companies, insurance holding 

companies, etc. and affirmed all of their ratings with Stable outlook. Uncertainties about business 
environment surrounding non-life insurance companies are increasing due to recording of far 
larger payments for claims from domestic natural disasters than usual year for 2 years in a row in 
the fiscal year ended March 2020 (FY2019) and the current COVID-19 pandemic impact, etc. In 
FY2019, damages by Typhoon No. 15 in September and Typhoon No. 19 in October were 
particularly significant, and insurance payout of non-insurance companies in Japan due to 
domestic windstorms, floods, etc. (excluding earthquakes) for natural disasters was the second 
largest amount after the largest ever recorded amount in FY2018. While major non-life insurance 
companies roughly covered the payments for claims incurred through recovery of reinsurance 
claims and reversal of catastrophe reserve, it was reaffirmed that ability to cope well with large-
scale natural disaster risks and financial tolerance are important. As large natural disasters 
causing significant damage which are said as the largest in past decades happened in a relatively 
short period of time and major non-life insurance companies cannot avoid effects from domestic 
natural disasters going forward, JCR considers it is necessary to closely watch size and 
frequencies of natural disasters including effects from climate change. 

(2) Insurance industry is directly and indirectly affected by the COVID-19 pandemic. As a direct impact, 
an increase of insurance claims payments can be mentioned. Although impact is expected on parts 
of products if including the overseas effects, JCR sees that the impact is not large enough to have 
an effect on the financial soundness. Indirect impacts may include diversification of needs for 
insurance and restrictions on sales activities for insurance products along with changes in 
consumers’ livings and awareness. JCR sees it is necessary to confirm the degree of these 
impacts and achievements of measures for them from a long- and medium-term perspective. The 
impact on the investment due to disorder of global financial markets cannot be ignored, but JCR 
sees that they can fully absorb the impact in light of the current financial bases. Although the 
convergence of the pandemic cannot be forecast, JCR sees at the moment that it is unnecessary 
to change the rating and rating outlook.  

(3) The net premiums written in domestic non-life insurance business of major non-life insurance 
groups have been on the rise thanks to growth of fire insurance and new types of insurance. 
Combined ratio of automobile insurance, which accounts for roughly half of the premium revenue, 
has been at a relatively favorable level thanks to measures such as revisions to premium rate and 
products taken against factors for an increase of insurance payout including consumption tax hike 
and revisions of Civil Code (Monetary Claims Act). Given the current solid domestic automobile 
insurance market, JCR does not see that the market will significantly change in the short run, but 
assumes impacts from aging population combined with the diminishing number of children, 
declining population, spread of CASE (Connected, Autonomous, Shared, and Electric vehicles) 
and Maas (Mobility as a Service), etc. in the future. JCR will watch diffusion of autonomous car 
and improvement of environments and legal treatments for these developments from a medium- to 
long-term perspective. As for fire insurance, which is susceptible to frequently happening natural 
disasters and large-scale accidents, they have been increasing premium rates on an ongoing 
basis, but there remains much room for improvement of the income structure. In addition, large 
increase of reinsurance premium rate is also expected. The key point is whether they can 
appropriately revise the premium rates and products based on risk and return balance, while 
ensuring price competitiveness.  

(4) Major non-life insurance groups are building a business portfolio that is well diversified in terms of 
risks and geographical areas. As a result of the efforts, they ensure a certain consolidated net 
income by covering decreasing domestic business by overseas and other businesses. Each group 
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is engaged in life insurance business through subsidiaries and is focusing on sales of relatively 
profitable protection type insurance products through multiple channels including non-life 
insurance agents, financial institutions and walk-in insurance shops. Although environment for 
sales is severe due to continued low interest rate environment and COVID-19 pandemic, JCR will 
pay attention to accumulation of value of new business based on economic value. Each group 
takes proactive stance on overseas business for securing growth opportunities and risk 
diversification and has been accelerating overseas business development through large-scale 
M&As and investments. Bolt-on M&As which are small in size and can easily lead to creation of 
synergies have been increasing in recent years, although there are certain characteristics in each 
group. Contributions from Tokio Marine Group’s overseas business to its consolidated profit are 
the largest among the Groups, which shows the progress of the earnings sources. As for the 
overseas business, considering achievements in group synergies are the keys to the rating, JCR is 
paying attention to those achievements.  

(5) JCR pays attention to business base, financial base, risk management, etc. based on 
characteristics of business for ratings of non-life insurance companies including major non-life 
insurance groups, but weight of assessment on capital adequacy is the largest from the 
quantitative aspect. While every group has been accumulating retained earnings, it has been 
reducing price fluctuation risk with respect to the strategic-holding stocks and also managing 
insurance underwriting risks through utilization of reinsurance. Group creditworthiness of major 
non-life insurance groups is at a high level of AAA or AA+. In addition, JCR sees that their 
regulatory solvency margin ratio and also ESR which shows economic-value based soundness are 
high enough to meet their group creditworthiness.  

(6) Major non-life insurance groups have established an integrated management system for earnings 
and capital based on concept of risk through introduction of ERM. For example, they link their 
business plan to capital policy with the risk appetite as the starting point in their efforts to closely 
connect ERM to management. JCR incorporates ERM into the rating in consideration of the quality 
aspect. In cases where PDCA cycle does not work appropriately, which then leads to impairment 
of enterprise value as a result of management strategies, such situation can become a negative 
factor, but major non-life insurance groups take flexible and appropriate measures in the face of 
changing business environment. With expansion of overseas business, global and group-wide 
integrated ERM is becoming more important. Each group manages risks in consideration of 
collaboration with group companies including overseas ones, increasing the ERM’s level of 
maturity.  

Tomohiro Miyao, Seito Achiha 
<Reference> 

Issuer: Tokio Marine Holdings, Inc. 
Long-term Issuer Rating: AAA  Outlook: Stable 

Issuer: Tokio Marine & Nichido Fire Insurance Co., Ltd. 
Long-term Issuer Rating: AAA  Outlook: Stable 

Issuer: Sompo Japan Insurance Inc. 
Long-term Issuer Rating: AA+  Outlook: Stable 

Issuer: SAISON AUTOMOBILE AND FIRE INSURANCE COMPANY, LIMITED 
Long-term Issuer Rating: AA  Outlook: Stable 

Issuer: MS&AD Insurance Group Holdings, Inc. 
Long-term Issuer Rating: AA  Outlook: Stable 

Issuer: Mitsui Sumitomo Insurance Company, Limited 
Long-term Issuer Rating: AA+  Outlook: Stable 

Issuer: Aioi Nissay Dowa Insurance Company, Limited 
Long-term Issuer Rating: AA+  Outlook: Stable 
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Tel. +81 3 3544 7013, Fax. +81 3 3544 7026   
Information herein has been obtained by JCR from the issuers and other sources believed to be accurate and reliable. However, because of the possibility of human or mechanical error as well as other factors, 
JCR makes no representation or warranty, express or implied, as to accuracy, results, adequacy, timeliness, completeness or merchantability, or fitness for any particular purpose, with respect to any such 
information, and is not responsible for any errors or omissions, or for results obtained from the use of such information. Under no circumstances will JCR be liable for any special, indirect, incidental or 
consequential damages of any kind caused by the use of any such information, including but not limited to, lost opportunity or lost money, whether in contract, tort, strict liability or otherwise, and whether 
such damages are foreseeable or unforeseeable. JCR's ratings and credit assessments are statements of JCR's current and comprehensive opinion regarding redemption possibility, etc. of financial obligations 
assumed by the issuers or financial products, and not statements of opinion regarding any risk other than credit risk, such as market liquidity risk or price fluctuation risk. JCR's ratings and credit assessments 
are statements of opinion, and not statements of fact as to credit risk decisions or recommendations regarding decisions to purchase, sell or hold any securities such as individual bonds or commercial paper. 
The ratings and credit assessments may be changed, suspended or withdrawn as a result of changes in or unavailability of information as well as other factors. JCR receives a rating fee paid by issuers for 
conducting rating services in principle. JCR retains all rights pertaining to this document, including JCR's rating data. Any reproduction, adaptation, alteration, etc. of this document, including such rating 
data, is prohibited, whether or not wholly or partly, without prior consent of JCR. 
JCR is registered as a "Nationally Recognized Statistical Rating Organization" with the U.S. Securities and Exchange Commission with respect to the following four classes. (1) Financial institutions, brokers 
and dealers, (2) Insurance Companies, (3) Corporate Issuers, (4) Issuers of government securities, municipal securities and foreign government securities. 
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