
 

1 / 3 

https://www.jcr.co.jp/en/ 

 

20-D-1082 
January 19, 2021  

 

JCR's Rating Review of Major Life Insurers 
 
Japan Credit Rating Agency, Ltd. (JCR) has reviewed ratings for major domestic life insurance groups 
from the following rating viewpoints. Please refer to JCR’s press releases (from 20-D-1083 to 20-D-
1086) for the rating rationales for the individual companies.  

Rating Viewpoints 
(1) JCR reviewed ratings for core companies and an insurance holding company of major life 

insurance groups. JCR affirmed ratings on all groups with Stable outlook. JCR's recognition that 
the business environment surrounding the life insurance industry is severe, with low interest rates 
becoming the norm, remains unchanged. In addition, the industry is forced to deal with changes in 
the environment that have never been experienced before under the COVID-19 pandemic. 
Although the business environment is under considerable stress, the major life insurance groups 
are flexibly responding to changes in consumer needs and behaviors, while demonstrating their 
respective strengths. Financial soundness has also been maintained. The fact that they have 
demonstrated a certain degree of ability to respond in channel, product, and asset management 
strategies, as well as in diversifying their earnings sources, including overseas business 
development, can be evaluated as the achievements of their demonstration of collective strength, 
which has been cultivated through various changes in the environment.  

(2) Although the COVID-19 pandemic has had some negative impact on the life insurance industry, 
JCR does not believe at this point that the impact is large enough to make a change to the 
companies’ ratings or rating outlooks. The impact of the payment of insurance claims and benefits 
related to the COVID-19 pandemic in Japan on the profit and loss of each company has been very 
limited at this point. In some cases, payments have been lower than usual, as people have 
refrained from urgent medical examinations and treatments to avoid the risk of infection. The 
turmoil in the financial markets towards the end of the previous fiscal year had an impact in the 
form of increased losses from valuation of securities, but this was not large enough to shake the 
financial foundations of companies. On the other hand, life insurers' business operations were 
severely impacted and there were significant confusions at sales site. In particular, during the 
period when the state of emergency was declared, many life insurers practically refrained from 
business operations by temporarily closing their sales offices and introducing telecommuting, while 
at the same time taking measures such as guaranteeing qualifications and compensating salaries 
of sales staff. In the current fiscal year, some of them have not set sales targets for their offices or 
standards for assessing the qualifications of their sales staff, and have not implemented any period 
of enhancement of insurance solicitation or incentives. Many domestic life insurers have been 
focusing on an increase of face-to-face opportunities by proactively making contact with customers, 
based on face-to-face solicitation by sales staff in their main channels. The COVID-19 pandemic is 
forcing a rethink of this sales style, and companies are seeking to adapt their sales style to "new 
lifestyles" through the use of non-contact (face-to-face and non-face-to-face) tools such as web 
conferencing and video calls applications, as well as revisions to the contract and maintenance 
procedures. With regard to the policy performance of each company, the first quarter saw a large 
drop because it included a period when sales were practically self-restrained. From the second 
quarter onward, companies have gradually resumed normal business operations, and in addition, 
there has been an increase in the needs to purchase insurance and review coverage due to 
changes in consumer awareness of health, and policy performance is returning to its previous level. 
The degree of recovery, however, varies depending on the stance of each company. JCR was 
aware of the risk of a sharp increase in claims and benefit payments under the stress scenario of 
the pandemic, but did not anticipate that the impact on the sales style itself would continue over 
the medium to long term. At present, it is difficult to foresee containment of the COVID-19 
pandemic, and JCR will carefully monitor the future trends in terms of the "depth" and "length" of 
these impacts. 

(3) While JCR focuses its attention on business base, financial base and risk management system in 
light of the business characteristics in ratings for life insurers, JCR places emphasis on 
assessment of capital adequacy in terms of quantitative assessment. Major life insurance groups 
have been increasing their core capital through accumulation of retained earnings including that of 
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various kinds of reserves, increasing their core capital. Given that they also implement economic 
value-based assessments through internal control, JCR sees that they have an appropriate capital 
adequacy level as companies rated in AA rating category. Each group has been maintaining 
financial soundness in the severe stressful business environment. It is necessary to assess not 
only regulated capital adequacy but economic value-based adequacy of capital based on 
characteristics of insurance liabilities in assessment of capital adequacy for life insurers. The 
economic value-based capital significantly fluctuates in accordance with changes in assumptions 
such as interest rates. For life insurers, which have super long-term insurance liabilities, it is not 
considered that all of these changes are risks facing them. JCR assesses life insurers’ capital 
adequacy for an extended period in terms of chronological changes and how the management 
gets involved with capital adequacy through ERM, which was established as an integrated 
management system for earnings and capital based on risk management. Given that discussions 
on introduction of new economic value-based solvency regulations are advancing both in Japan 
and abroad, JCR will watch the directions and impact of those discussions. 

(4) Core profit of major life insurance groups has been stable on the strength of large mortality gains. 
Although there were groups which saw a significant changes in the new policy performance due to 
impact from insurance premium rate revisions and response to tax revisions with regard to the 
corporate insurance, their performances have been stable in general over the past 3 years. They 
are firmly establishing diversified and specialized sales channels, while having the sales 
representatives’ channel as a core channel. Diversification of their product lineups have advanced 
from the perspectives of profitability and in line with consumers’ needs, and their product mix of 
policies in force are gradually changing due to their controls of sales of savings type products and 
focus on third sector insurance and health promotion products. JCR sees that whether they can 
keep stability of earnings base, through enhancement of sales of protection type insurance 
products such as death, medical and nursing care insurance and more diversified investment 
assets, will be of importance. At present, policy performance has been forced to slow down due to 
the COVID-19 pandemic impact. In domestic life insurance accounting, a drop in new policies will 
have little impact on profit levels in the short term thanks to the depth of profits derived from the 
existing policies in addition to reducing the cost burden, but in the medium to long term, it will have 
a negative impact through a decline in policies in force. JCR will pay attention to whether they can 
ensure balance between risk and return of products to be sold through each sales channel and 
can stably increase embedded value (EV) through achievements of sales activities such as value 
of new business. JCR will monitor the establishment of the new sales style and trends in policy 
performance from a medium-term perspective. 

(5) Major life insurance groups have been accelerating overseas business development through 
acquisitions of relatively large offshore life insurers. Concerning the overseas businesses, JCR is 
watching progress of achievements of group synergies, thinking such achievements as a major 
point. Dai-ichi Life Group ranks first in terms of contributions from the overseas business to the 
group consolidated profits, indicating that it has well diversified the earnings sources. JCR sees 
that there is room for expansion of contributions from overseas business for other groups and 
limits the incorporation of this element into their ratings to a small degree. As for the COVID-19 
pandemic impact on the overseas business, JCR will continue to check the degree of impact as 
the situation varies by region and product portfolio. 

(6) Each group has been ensuring certain income by reducing reinvestments in yen denominated 
public and corporate bonds with lowering profitability and increasing ratios of foreign denominated 
public and corporate bonds including foreign bonds without currency hedge and alternative 
investments in their investment assets. However, they keep a relatively high ratio of yen-interest 
assets in the general account assets and there have been no significant changes to their portfolios 
for a short period of time. They were able to fully absorb the impact of the turmoil in the financial 
markets toward the end of the previous fiscal year with their management strengths. If their risk 
taking becomes extremely large in their investments going forward, it may have a negative impact 
on their ratings. JCR sees, however, that the current status is not in such conditions.  

(7) Major life insurance groups carry an interest rate risk that is caused by duration gap between 
assets and liabilities. On the other hand, discussions are underway to introduce new solvency 
regulations based on economic value, and momentum for reducing interest rate risk is growing. It 
is considered that they will take considerable time to reduce economic value-based interest rate 
risk in the face of low interest rates becoming the norm and further declining overseas interest 
rates. Their EVs have significantly changed over the past few years due primarily to differences 
between the economic assumptions and results. As the discussions on the introduction of 
economic value-based regulations progresses, they are required to curb changes in EV from a 
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middle and long term perspective in light of liability characteristics of life insurers, which have 
super long-term insurance liabilities. 

(8) Major life insurance groups introduced ERM system as an integrated management system for 
earnings and capital based on risk management. While sophistication of management has been 
promoted such as developments including collaboration with business plan, in which risk appetite 
is a starting point, and utilization of economic value-based assessment in setting earnings 
indicators, risk and return concept is becoming widespread. JCR incorporates ERM into their 
ratings in consideration of quantitative aspects. An impairment of enterprise value as a result of 
management strategies without appropriate functioning of PDCA cycle may have a negative impact 
on their ratings, but JCR sees that major life insurance groups are taking flexible and appropriate 
steps to deal with the significantly changing business environment. Along with expansion of 
overseas business, global and group-wide ERM is becoming more important. JCR will continue to 
pay attention to the enhancement and utilization of ERM.  

Kiichi Sugiura, Tomohiro Miyao 
<Reference> 

Issuer: Nippon Life Insurance Company 
Long-term Issuer Rating: AA+  Outlook: Stable 

Issuer: Dai-ichi Life Holdings, Inc. 
Long-term Issuer Rating: A+  Outlook: Stable 

Issuer: The Dai-ichi Life Insurance Company, Limited 
Long-term Issuer Rating: AA-  Outlook: Stable 

Issuer: Meiji Yasuda Life Insurance Company 
Long-term Issuer Rating: AA-  Outlook: Stable 

Issuer: SUMITOMO LIFE INSURANCE COMPANY 
Long-term Issuer Rating: AA-  Outlook: Stable 
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