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 Hello. I’m Yukinori Kuroda, Head of Investor Relations at Sompo Holdings. 

 Thank you for participating  in our conference call today. 

 I would like to go through our business results for 1H FY2017 and our revised business 
forecasts for FY2017. 

 The presentation materials and a data book in Excel file format have also been posted 
to our corporate website. Please take a look at these materials at your convenience. 

 Let’s now turn to page 2. 
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 I’d like to begin with the highlights of our 1H FY2017 results.  

 Consolidated net income for 1H FY2017 decreased ¥41.5 billion to ¥1.9 billion.  

 The main reason was that the impact of hurricanes that struck North America in 
August and September was included in the results for 1H FY2017 actual in the amount 
of ¥57.6 billion at overseas insurance subsidiaries. 

 Excluding the impact of the hurricanes in North America, business progressed largely 
as planned. Various measures including the reduction in strategic-holding stocks were 
implemented as planned. In addition, Himawari Life and the nursing care business 
performed steadily. 

 Meanwhile, we revised our business forecasts for FY2017. The main points of the 
revisions concern Sompo International and the former Endurance, as well as the 
impact of the hurricanes in North America. The business forecasts reflect factors 
including the positive effect of a decrease in tax expenses in connection with the 
reorganization of SI, and certain negative impacts following the decision to sell 
Canopius.  

 After these revisions, consolidated net income is now forecast at ¥152.0 billion, ¥31.0 
billion below the previous forecast. Adjusted consolidated profit, which represents 
funds available for shareholder returns, is forecast to increase ¥11.7 billion year on 
year, despite falling ¥9.9 billion short of the previous forecast. We thus expect 
adjusted consolidated profit to continue growing in year-on-year terms. 

 Please turn to page 4. 



3 



4 

 Please refer to this page for an overview of our consolidated results for 1H FY2017. 

 The top-line increased mainly due to higher net premiums written at Sompo Japan 
Nipponkoa and the start of consolidation of the profit of Sompo International. 

 Meanwhile, consolidated ordinary profit and consolidated net income both decreased, 
mainly as the impact of hurricanes in North America at overseas insurance subsidiaries 
were included in the results for 1H FY2017 actual as the consolidated adjustment. 

 In the following pages, I will discuss the main factors behind these results. 

 Please turn to page 5. 
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 This page shows the status of underwriting profit. 

 Underwriting profit decreased by ¥18.0 billion to ¥27.5 billion. This decrease was 
mainly due to one-time factors including an impact of ¥5.1 billion from hurricanes in 
North America at Sompo Japan Nipponkoa, the impact of reserve for outstanding 
losses and claims, etc. due to exchange rate, and large losses.  

 These factors were partly offset by a decline in domestic natural disasters. 

 Please turn to page 6. 
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  This page shows consolidated ordinary profit.  

 Consolidated ordinary profit was impacted significantly by several factors, including 
the underwriting profit I just discussed. Apart from underwriting profit, the other 
significant factors included increased profits at overseas insurance subsidiaries due to 
the start of consolidation of the profit of Sompo International, and the impact of 
hurricanes in North America.  

 Consolidated ordinary profit for 1H FY2017 decreased ¥66.2 billion to ¥3.7 billion.  

 The trend in consolidated net income is shown on page 7. It shows the same tendency. 

 Please turn to page 8. 
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 This page presents an overview of business forecasts for FY2017. 

 We have revised our business forecasts to reflect several positive and negative factors, 
as well as the impact of hurricanes in North America. In terms of the deviations from 
the previous forecasts, the revised forecast for consolidated ordinary profit is ¥70.0 
billion below the previous forecast, while the revised forecast for consolidated net 
income is ¥31.0 billion below the previous forecast. 

 In conjunction with these revisions, adjusted consolidated profit, which represents 
funds available for shareholder returns, was slightly below the previous forecast. Still, 
as noted earlier, we expect to generate a year-on-year increase of ¥11.7 billion in 
adjusted consolidated profit. 

 Please turn to page 9. 
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 On this page, we present the main points of our revised business forecasts for FY2017. 

 The main reasons for the shortfall of ¥31.0 billion in consolidated net income against the 
previous forecast were four one-time factors. 

 The first factor was the anticipated impacts of the reorganization process in developed 
countries. 

 On September 27, we transferred all of the former Endurance companies to Sompo 
International Holdings Ltd. Thereafter, Endurance Specialty Holdings Ltd was liquidated on 
November 7. The gain on liquidation, decrease in tax expenses and related items were 
incorporated into the forecast as a positive impact of ¥71.1 billion. 

 The second factor was the impact of hurricanes in North America. On a Group-wide basis, we 
reflected an anticipated negative impact of ¥60.8 billion on consolidated net income. Details 
will be discussed later in this presentation. 

 The third factor was the impact of the sale of Canopius, which was disclosed on September 1. 
Business performance was also pressured mainly by the impacts of hurricanes. However, we 
expect a separate negative impact of ¥8.8 billion in connection with the sale of Canopius to be 
recognized on a consolidated basis. 

 Finally, the fourth factor reflected in the forecast was extraordinary losses related to the sale 
of fixed assets in connection with the sale of real estate. This item is expected to have an 
overall negative impact of ¥23.7 billion on consolidated net income. 

 For reference, we have also indicated the status of adjustments to adjusted profit. Of the 
aforementioned items, we will deduct the components associated with capital gains and 
losses and certain other items from adjusted profit. In addition, we have incorporated the 
after-tax effects of the increase in domestic natural disasters. Even so, we still expect to 
achieve a year-on-year increase in adjusted profit. 

 Please turn to page 10.  
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 For reference, we present a breakdown of the revised forecast of consolidated 
ordinary profit. Please use this page to confirm our forecasts of the various 
components and related items.  

 Please turn to page 11. 
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 Consolidated net income for 1H FY2017 was low mainly because of the hurricanes in 
North America. Therefore, we have presented on this page the factors that we expect 
to push up profits in 2H.  

 As you know, the reduction of strategic-holding stocks tends to be concentrated in the 
second half of every fiscal year. The first factor pushing up profits is gains on sales of 
strategic-holding stocks, which will continue to follow the usual pattern in the current 
fiscal year.  

 The effects of a decrease in tax expenses in connection with the reorganization of 
Sompo International and related items, which I just discussed, are expected to push up 
consolidated net income by ¥71.1 billion in the second half.  

 The third factor is the projected reversal of catastrophic loss reserve in connection 
with progress on the payout of losses incurred until 1H FY2017. This factor will push 
up consolidated net income by ¥28.4 billion. 

 Based on the foregoing, we believe that the revised forecasts we have disclosed are 
well within reach at this time, despite the low progress rate through the first half. 

 Page 12 shows our numerical management targets, such as adjusted profit and ROE. 
Please take a look at this page later.  

 Please turn to page 14. 
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 This page provides an overview of the results of Sompo Japan Nipponkoa. In the 
following pages, I will go through each line item in turn. 

 Please turn to page 15. 
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     This page presents net premiums written. Net premiums written increased in all lines. 

 In voluntary automobile insurance, our largest line, we achieved high-quality growth in 
net premiums written through an increase in the number of insured vehicles, mainly 
due to the positive impact of product revisions undertaken in January 2017. Fire and 
allied lines and other lines also trended firmly. 

 Please turn to page 16. 
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 This page shows the loss ratio on a written paid basis. 

 The loss ratio rose in 1H FY2017, mainly due to the impact of large claims payments in 
fire and allied lines and other lines. However, the claims payments were lower than 
the level anticipated in our full-year business forecasts for FY2017. Therefore, we 
believe that the situation does not warrant too much concern. 

 Please turn to page 17.  
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 This page shows the loss ratio on an earned incurred basis. 

 The loss ratio rose primarily in fire and allied lines on a year-on-year basis, due to the 
impact of hurricanes in North America and related factors. However, the loss ratio 
improved by 0.6 points in mainstay voluntary automobile insurance. Overall, the loss 
ratio trended largely as anticipated. 

 Please turn to page 18. 
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 This page shows the net expense ratio.  

 We recognize that the net expense ratio progressed as planned, because both 
personnel and property expenses are being properly controlled. 

 Please turn to page 19. 



19 

 This page shows the combined ratio, which is the sum of the loss ratio and the net 
expense ratio.  

 The combined ratio in 1H FY2017 was 92.7%, 1 point higher than in the same period a 
year earlier. However, the combined ratio has progressed below the level of our 
revised business forecasts for FY2017. 

 Please turn to page 20. 
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 This page shows investment profit.  

 In 1H FY2017, investment profit rose by ¥4.2 billion to ¥30.2 billion, due to solid 
interest and dividend income and progress on the sale of strategic-holding stocks. 
Please see the next page for details on interest and dividend income, gains on sales of 
securities, and impairment losses on securities.  

 We recognized the losses on valuation of securities related to shares of consolidated 
subsidiaries. One of these losses was included in the previous forecast, and another is 
the impact of the decision to sell Canopius. Both of these items will be adjusted in the 
consolidation of financial results. 

 Please turn to page 22. 
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 Please take a look at this page for details of business forecasts for Sompo Japan 
Nipponkoa. In conjunction with these forecasts, please take a look at the assumptions 
for the business forecasts on page 23, and the automobile insurance-related data on 
page 24. 

 Please turn to page 25. 
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 For reference, this page shows the status of domestic natural disasters. 

 In 1H FY2017, the net loss occurred was ¥25.6 billion, a decrease of ¥9.4 billion, 
despite the impact of Typhoon No. 18 and other factors. For the full fiscal year, we had 
initially expected the net loss occurred to be ¥43.0 billion. However, considering the 
impact of  Typhoon No. 21, which arose in October, we have revised our forecast to 
¥53.0 billion. 

 The next page shows reference data for reserves and related items. 

 Please turn to page 28. 
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 This page presents an overview of the results of Himawari Life. Policies in force have 
kept growing, and steadily progressed as planned.  

 Net income in 1H FY2017 was ¥4.2 billion. This result was largely in line with initial 
expectations, despite growth in policies in force and the increase in provision of policy 
reserve in connection with the revision to the standard yield rate. Net income steadily 
progressed against the full year forecast of ¥6.0 billion. 

 Please refer to page 29 for an analysis of the main components of net income and to 
page 30 for the status of adjusted profit. 

 Please turn to page 32. 
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 This page shows the nursing and healthcare business. This business has also been 
progressing as planned. 

 Profitability was achieved mainly due to steady improvement in the occupancy rate, a 
main indicator of the nursing care business. Net income in this sector for 1H FY2017 
amounted to ¥1.5 billion, a change of ¥2.9 billion from the net loss in 1H FY2016. 

 For reference, trends in the number of residents and the occupancy rate are shown on 
page 33. Please refer to this page later. 

 Please turn to page 35. 
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 This page presents an overview of results for the overseas insurance business. 

 In 1H FY2017, net premiums written increased by ¥196.2 billion to ¥369.2 billion due 
to the start of consolidation of the profit of Sompo International. Meanwhile, adjusted 
profit was a loss of ¥35.2 billion, reflecting the impact of hurricanes in North America. 

 Looking at business forecasts for FY2017, there has been no change in our 
expectations that net premiums written will grow. Adjusted profit is forecast to 
increase by ¥43.2 billion to ¥63.1 billion, mainly due to a decrease in tax expenses in 
connection with the reorganization of Sompo International. Adjusted profit is 
projected to be ¥4.7 billion above the previous forecast. 

 Please turn to page 36. 
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 This page presents the impact of hurricanes in North America. 

 The impact of hurricanes in North America at overseas insurance subsidiaries Sompo 
International and Canopius was included in 1H FY2017 actual, taking into account the 
materiality of this impact. The net incurred claim for both companies combined is 
forecast at ¥65.0 billion. There is expected to be a negative impact of ¥57.6 billion on 
consolidated net income. 

 The revised forecast is included in an incurred loss estimate of just over approximately 
¥70.0 billion, including an incurred loss of ¥5.1 billion forecast at Sompo Japan 
Nipponkoa. We estimate that this will have a negative impact of around ¥61.0 billion 
on consolidated net income. 

 For reference, we have presented the factors behind changes between the previous 
and revised forecasts of adjusted profit for the overseas insurance business. We hope 
that you find this information to be useful. 

 We have provided a breakdown of business results by region on page 37 and the main 
points of business results by company on page 38. Please take a look at these pages 
later. 

 Please turn to page 39. 
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 I would like to provide some supplementary information on Sompo International.  

 We recognize that the result of Sompo International in 1H FY2017 was slightly behind 
plan. The main reasons were the timing of recognizing net premiums, along with the 
refusal of underwriting mainly for energy-related insurance, where profitability is 
expected to deteriorate amid a softening environment, and the impact of a rising loss 
ratio in certain property insurance lines, as well as higher commission outlays. 

 Although operating income was ¥13.4 billion in 1H FY2017, adjusted profit was a loss 
due to the impact of hurricanes in North America. For the full fiscal year, adjusted 
profit is forecast to increase due to the one-time impact of reorganization. 

 Please turn to page 41. 
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 I’d like to provide an update on the status of ESR.  

 The latest ESR stood at 226%, within our target range and posing no particular 
problems.  

 We have also presented a new analysis of the sensitivity of ESR to U.S. interest rates, 
considering the start of the consolidation of Sompo International. As you can see, the 
sensitivity of ESR to U.S. interest rates is well controlled to a certain extent. 

 Page 42 presents a breakdown of adjusted capital and risk. Please take a look at this 
page later. 

 Please turn to page 43.  



42 



43 

 In closing, we present our Group-wide asset portfolio. There have been no major 
notable movements in the asset portfolio. There have been no changes to the 
direction of our investment policy. We will continue to reduce strategic-holding stocks. 
In addition, against the backdrop of a low interest rate environment in Japan, we will 
generate returns through foreign bonds and related investments, while giving the 
utmost consideration to any increases in risk.  

 The asset portfolios of Sompo Japan Nipponkoa and Himawari Life are shown on page 
44 and 45. Please take a look at these pages later. 

 That brings my presentation to a close. Thank you for your attention. 
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