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Mitsui Sumitomo Insurance Company, Limited (“MSI”) and its subsidiaries and affiliates (collectively, the “MSI 
Group”) are active in a wide range of businesses in Japan and overseas, beginning with domestic non-life 
insurance, as well as life insurance, overseas business, financial services, and risk-related business. Since its 
formation through a merger in 2001, the MSI Group has continually responded to challenges in achieving growth 
to become a leading company in Japan’s non-life insurance industry.

Today, the MSI Group is set to make a new start. In consideration of the administrative measures imposed in the 
previous fiscal year, we have concentrated on making comprehensive improvements in the business operations with 
Group employees and have thoroughly pursued business from the customers’ viewpoint. 

During this process, we established a new corporate message—“For all the things you care about”—and in April 
2007 we began implementing “New Challenge 10,” a medium-term management plan aimed at achieving growth 
and development with corporate quality as a competitive strength.

As we set out on a new stage in our development, the MSI Group is committed to offering the highest-quality 
products and services, putting the first priority on the customers’ viewpoint, and bringing security and safety to 
people and businesses around the world, thereby contributing to the enrichment of society. In doing so, the MSI 
Group will strive to establish a sure path to growth as an insurance and finance group that meets the world’s 
highest standards.

 

MSI Mission Statement 
Through our insurance and financial businesses, we commit ourselves to the following:
•Bringing security and safety to people and businesses around the world and making a lasting contribution to the 
enrichment of society

•Providing the finest products and services and realizing customer satisfaction
•Continuously improving our business, thereby meeting our shareholders’ expectations and earning their trust

Cautionary Statement

Any statements about Mitsui Sumitomo Insurance Company, Limited’s future plans, strategies, and performance contained in this report that are not historical facts are 
meant as, and should be considered as, forward-looking statements. These forward-looking statements are based on the Company’s assumptions and opinions in light of 
the information currently available to it. The Company wishes to caution readers that a number of uncertain factors could cause actual results to differ materially from 
those discussed in the forward-looking statements. Such factors include, but are not limited to, (1) general economic conditions in the Company’s markets, (2) competitive 
conditions in the insurance business, (3) fluctuations of foreign currency exchange rates, and (4) government regulations, including changes in tax rates.

Corporate Social Responsibility
The MSI Group at a Glance
“New Challenge 10” Targets & Initiatives
Focus on Value
Financial Section (GAAP in Japan)
Overseas Network
Corporate Data

15
16
17
19
23
57
59

Financial Highlights
Message from the President
New Challenge 10: Group Business Strategies
Interview with the Chairman
Corporate Governance
Directors, Executive Officers and Corporate Auditors
Risk Management

1
2
6
8
11
13
14

Contents



FINANCIAL HIGHLIGHTS
Mitsui Sumitomo Insurance Company, Limited and subsidiaries
For the years ended March 31, 2005, 2006 and 2007

2005 

¥2,021,917 
1,407,328 

87,577 
65,725 

1,461,575 
7,402,311 

¥       45.51 
45.51 

1,021.13 
 

19.74%
4.59%
21.60 

2006

¥2,106,874 
1,464,107 

127,710 
71,660 

2,027,469 
8,592,873 

¥       50.27 
50.27 

1,427.17 

23.60%
4.11%
31.85

2007

¥2,117,072 
1,492,808 

91,684 
60,796 

2,182,877 
9,011,652 

¥       42.82 
42.82 

1,536.71 
 

24.06%
2.90%
34.54 

Ordinary income:

     Net premiums written

Ordinary profit

Net income

Net assets

Total assets

Net income per share (in yen and U.S. dollars):

    Basic 

    Diluted

Net assets per share

Equity ratio  

Return on equity   

Price earnings ratio

2,117
1,920 

2,021 2,106 

’07’03 ’04 ’05 ’06

’07’03 ’04 ’05 ’06 ’07’03 ’04 ’05 ’06

’07’03 ’04 ’05 ’06

1,492

1,303
1,379 1,407 1,464

60

ORDINARY INCOME
(Yen in billions)

NET PREMIUMS WRITTEN
(Yen in billions)

NET INCOME
(Yen in billions)

TOTAL ASSETS
(Yen in billions)

Yen in millions Dollars in thousands 

71
6,477

2007

$17,941,288 
12,650,915 

776,983 
515,220 

18,498,958 
76,369,932 

$            0.36
0.36

13.02

—
—
—

2,066

32

77

65

9,011
8,592

7,4027,126

Notes: 1. All financial statements in this Annual Report 2007 are prepared in accordance with Japan GAAP. Results under U.S. GAAP will be posted 
separately on our website upon completion.

 2. U.S. dollar amounts in this table have been translated from yen, for convenience only, at the rate of ¥118=U.S.$1. For details, see Note 1 of 
the notes to consolidated financial statements, page 39.
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MESSAGE FROM THE  PRESIDENT

Looking Back at Fiscal 2006

Fiscal 2006, ended March 31, 2007, was a year in which Mitsui
Sumitomo Insurance Company, Limited (MSI) faced
unprecedented difficulties while also implementing 
dramatic reforms for creating a new corporate culture. 

On June 21, 2006, the Financial Services Agency (FSA)
of Japan imposed stringent administrative measures
upon MSI for problems involving the failure to properly
pay past claims on insurance contracts. As a result of these
measures, MSI was ordered to suspend business in non-
life insurance relating to the conclusion of insurance 

contracts and insurance marketing during a two-week
period from July 10 to July 23, 2006. At the same time,
MSI was also ordered to suspend business relating to 
the conclusion of insurance contracts and insurance 
marketing for whole life medical insurance from July 10,
2006 until the FSA confirmed that MSI improved its man-
agement and administrative systems for third-sector
insurance products. 

Taking these measures by the FSA extremely seriously,
on July 21, 2006 MSI submitted a Business Improvement
Plan to the FSA. The underlying concept of this plan is the
execution of a sweeping review of our business operations
and the implementation of measures to become “a com-
pany that puts the first priority on the customers’ view-
point.” In accordance with our improvement plan, we sub-
sequently implemented measures to thoroughly improve
and strengthen our operations, including our corporate
governance and claims payment administration systems.
As a result, on February 23, 2007, the FSA lifted the 
suspension on our business for concluding contracts and
solicitation in connection with third-sector insurance
products. 

Although I will provide specific details later, the
actual business improvement initiatives that we imple-
mented now serve as our new business model. In this
regard, I believe that MSI has gotten off to a faster start
in improving corporate quality than its competitors. 

Turning to business results for fiscal 2006, we posted
declines in revenues and income on a non-consolidated
basis due to the FSA’s administrative measures along with

Aiming to become a company 
that puts the first priority 

on the customers’ viewpoint

Aiming to become a company 
that puts the first priority 

on the customers’ viewpoint

Toshiaki Egashira
President and Chief Executive Officer
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the impact on performance of placing top priority on
implementing business improvement measures. 

On a consolidated basis, we achieved an increase in net
premiums written underpinned by solid results in our over-
seas non-life insurance business, including in our non-life
insurance business in Asia, our Lloyds operation in
Europe, and our overseas re-insurance business. However,
we recorded a decline in consolidated net income. 

An Evolving Market Environment
and the Direction of MSI’s
Businesses

Before touching upon New Challenge 10, I would first like
to describe some of the changes unfolding in the market
surrounding the non-life insurance industry as well as the
measures we must take to effectively utilize our com-
petitiveness amid this evolving market. Although the
Japanese economy is currently enjoying a period of 
stable growth, Japan’s non-life insurance industry has
entered a stage of maturity, with dim prospects for sharp
growth in the future. 

Looking at the insurance industry as a whole, a 
number of emerging factors, including the liberalization
of expense loading rates and revisions of mortality
tables for life insurance, are expected to have an impact
on profitability. There will be unprecedented complexity
in terms of competition upon the emergence of massive
sales channels of financial products in the market as a result
of  the privatization of postal services in October 2007 and
the lifting of remaining restrictions on over-the-counter
insurance sales at banks in December 2007. Responding
to these developments, in our existing sales network, it
will become essential for us to reform the activities of sales
agents and implement structural reforms aimed at
increasing and strengthening our sales capabilities.
While vigorously promoting these measures, we must also
take a forward-looking strategic approach to respond to
the new sales channels. 

What are the key points for maintaining and further
developing our competitiveness and growth capabilities
amid this changing environment? Up until now, each 
company in the industry has tended to pursue business
that emphasizes “scale,” which involved competing for
premium income and market share as the end result. 
On the occasion of the recent administrative measures,
MSI has made considerations from multiple perspectives
and concluded that “quality” is the key to ensuring 
competitiveness and growth. 

The insurance industry has now entered a new phase.
As such, developing and supplying products and services

that will be chosen by customers, thus earning true 
support from customers, represents a crucial strategy for
helping to restore customer trust that will lead directly
to new growth. This thinking is embodied in the New
Challenge 10 medium-term management plan. 

Focus of the New Challenge 10
Medium-Term Management Plan 

Launched in April 2007, New Challenge 10 was crafted
through more than 1,500 suggestions received in con-
junction with a reevaluation of MSI’s business operations
undertaken by all employees. Although management plans
are ordinarily formulated from a top-down perspective,
MSI took the bold step of using a bottom-up approach
by consolidating opinions and suggestions from all work
sites and sales agents. 

New Challenge 10 coalesces the values important to
all MSI Group employees and encapsulates the strategies
for realizing MSI’s desired shape by 2010, namely, “to
become a leading global insurance and financial group
seeking sustainable development with corporate quality
as the main source of competitiveness.”

New Challenge 10 consists of three pillars. The first is
the “Basic Group Strategy,” which focuses on putting top
priority on improving the quality of our products and serv-
ices to secure the trust of customers, which will serve 
as a source of competitiveness for driving growth. This 
is also our basic strategy for realizing “CSR-Oriented
Management” to appropriately fulfill our responsibilities
to our seven types of stakeholders. As concrete actions,
first we will continually check and execute all improve-
ment measures and new measures based on their contri-
bution to quality and customer satisfaction. By earning
an even higher level of trust from a larger number of 
customers, we can raise the rate of customer retention by
gaining greater support from customers while elevating
the level of capabilities of our sales agents to help drive
further growth in business. We plan to allocate financial
and other management resources derived from this
process toward measures that will enable us to achieve
even higher levels of quality. An essential element of our
growth strategy will be to firmly establish a growth 
spiral that involves resolutely repeating the virtuous cycle
that starts with “quality” and leads to “trust” and
“growth,” which, in turn, enables further “improvement
in quality.” 

The second pillar of New Challenge 10 is our “Quality
Improvement Strategy.” MSI considers “quality improve-
ment” as consisting of two stages “desirable quality” and
“outstanding quality.” The first stage, “desirable quality,”
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involves resolutely performing tasks that are taken for
granted, with service quality on a level that customers find
satisfactory. The second stage is the pursuit of “outstanding
quality” that exceeds customer expectations. Customer
needs and desires are constantly evolving. With “out-
standing quality,” something considered satisfactory in the
past is no longer a goal. In some instances, “outstanding
quality” today can become “desirable quality” tomorrow.

For this reason, it is essential that we relentlessly pursue
“outstanding quality.”

The pursuit of improved quality also has three vital 
elements forming a common foundation. The first is to
“reflect a wide range of stakeholders’ voices in our oper-
ations.” Under our Business Improvement Plan, just as we
have bolstered organizations and frameworks, we are
working to eliminate the detrimental effects of vertical

MESSAGE FROM THE  PRESIDENT

Quality
improvement

Trust

Growth

1
2
3

New Challenge 10 

New Challenge 10 Framework

Basic Group Strategy

Corporate growth through greater and 
enhanced customer confidence

Invest managerial resources, increased as 
a result of corporate growth, in activities 
for improving corporate quality

Acquire customer’s trust by valuing the voice 
of each and every customer to improve 
our products/services as the top priority

Corporate mission

Charter on
professional conduct

Basic group strategy

Specific challenges in the 5 business domains

Shain Hatsuratsu nurturing / Strengthening management base

Quality improvement
strategy

Group business 
strategy

Corporate message

Realize persistent development through this positive growth cycle

Through quality improvement originating 
from the customers’ viewpoint, trust and growth 
towards CSR-oriented management

Improve quality, putting the first priority on the customers’ viewpoint

Achieve CSR-oriented management through trust and growth

Implement 3 quality improvement strategies 
Demonstrate group total power in the 5 business domains

Seek quality improvement and business expansion in each 
business domain

Human resources development, job satisfaction, comfortable 
workplace, corporate governance, branding strategy, etc.
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segmentation and are taking initiatives for utilizing
opinions of third parties, including customers as well as
other experts. The second element is “development of
employees and agents,” and the third is “improvement
of business processes and infrastructure.” Employees
naturally have a keen interest in both of these, and man-
agement certainly shares their views. With these three ele-
ments serving as an important foundation for supporting
MSI’s quality, we are actively promoting the creation of
environments for realizing our aims of “cultivating our
human assets,” “raising motivation,” and “creating
employee-friendly workplaces.” Together with these ini-
tiatives, we will allocate management resources for the
education and training of sales agents. By taking these
steps, we aim to raise corporate quality and increase our
competitiveness.

The third pillar of New Challenge 10 is our “Group
Business Strategies.” The MSI Group carries out its oper-
ations in the five business domains of “Domestic Non-Life
Insurance,” “Life Insurance,” “Overseas,” “Financial
Services,” and “Risk-Related” and strives to provide cus-
tomers with maximum value through the businesses of the
entire MSI Group. With “quality” also underscoring
these domains, each MSI Group company pursues business
strategies focused on raising quality with the aim of 
securing the deep trust of our customers. 

I pledge to our customers and society that all MSI Group
companies will make their utmost efforts to raise qual-
ity. By repeatedly building on initiatives geared toward
raising quality, I am confident we can establish a brand
that directly makes MSI synonymous with “quality” and
“trustworthiness.” 

Priority Business Strategies 
in Fiscal 2007

In Domestic Non-Life Insurance, we are undertaking
reviews of a series of business processes, beginning with
product proposals and extending to claims payments.
Specifically, we are carrying out what we call “product
innovation,” “sales innovation,” and “claims handling
innovation.”  

First, regarding “product innovation,” we are
streamlining our product lineup and paraphrasing 
technical terms of contracts into plain language, thereby
making it significantly easier for customers to understand
our products. In systems as well, we will build a product
control system to monitor our product development
processes to raise the precision of product information
administration across product lines.

Regarding “sales innovation,” we will establish a 

system for ensuring that all agents fulfill their responsi-
bility of providing explanations to all customers by
ensuring the proper execution of the “basic cycle of insur-
ance.” Regarding “claims handling innovation,” we will
realize fair, uniform, and speedy claims payment services
by enhancing educational programs, organizations, 
and systems.

The top priority is on quality improvement. While 
we have set numerical targets, we would not sacrifice 
quality in order to achieve such objectives. 

In the Life Insurance Business, we will utilize the 
respective two business models of Mitsui Sumitomo
Kirameki Life Insurance Company, Limited and Mitsui
Sumitomo MetLife Insurance Co., Ltd. as we further
expand the scale of our life insurance business. 

In our Overseas Business, we will maintain a policy 
of putting top priority on upgrading and expanding busi-
ness in Asia. Utilizing and expanding our current base, 
we are always ready to pursue promising M&As, includ-
ing in the life insurance field. 

Raising Corporate Value

During the past year, management and regular employ-
ees worked together to implement the Business
Improvement Plan and devoted our utmost energies to
formulating New Challenge 10. Thereafter, we strived to
execute and promote the cycle of “quality,” “trust,” and
“growth.” I have a strong sense that we are making impor-
tant strides in achieving the goals of New Challenge 10.
I recognize that the most important mission placed on 
management is to raise corporate value. I would like to
ensure a stable return to shareholders in line with our
endeavor to realize growth.

I ask shareholders and investors for their understand-
ing of the approach the MSI Group is taking and ask for
their support in the future from the perspective of
achieving stable growth over the long term.

Toshiaki Egashira
President and CEO
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In accordance with its “Group Business Strategies” under New Challenge 10, the MSI Group is
undertaking initiatives to “improve quality” and “promote business” in each of its five business
domains, while fully utilizing its overall strengths to provide customers with maximum value. 

In this section, we will introduce examples of the numerous ways in which the MSI Group
provides value for its customers in the Domestic Non-Life Insurance, Life Insurance, and
Financial Services businesses.

TOPIC 1

Domestic Non-Life Insurance 
Business Model for In-House Agents

Our domestic non-life insurance policies are written almost

entirely through agents. Just as with Japan’s other non-life

insurers, MSI concludes an agent contract with numerous 

parties. Among these agents are in-house agents, which play

a vital role in the sale of MSI’s non-life insurance products

targeted at large corporate groups. In fiscal 2006, although

MSI’s top-line results were influenced to a certain extent by

administrative measures imposed by the FSA, these measures

had a relatively modest effect on premiums received

through in-house agents. 

The term in-house agent refers to specialist companies set

up within corporate groups to operate as non-life insurance

agents. Ordinarily, these agents handle all insurance policies

for their corporate group. 

In-house agents mainly offer and sell those types of 

insurance which cover risks specifically associated with the

business operations within their corporate groups.

Insurance policies covering the business operations of each

company within a corporate group are called “corporate” poli-

cies. In-house agents are well-versed in risks not only in the

business fields of the parent company but also in related fields,

and accordingly, can offer appropriate products as solutions

to these risks. While utilizing these products and risk-

related knowledge, efforts are also essential for expanding

insurance transactions not only with the parent company but

also with other companies, including affiliated companies,

raw materials suppliers, companies to which products are 

delivered, and business partner companies.

As an equally integral part of their business, in-house

agents engage in sales of household-related policies to

employees within their corporate group. Typical products in

Corporate policies

Corporate Group

・Parent company
・Subsidiaries and 
  affiliated companies
  (includes in-house agent)

・Parent company employees 
  and their families

・Subsidiary and affiliated company 
  employees and their families
・Retired employees and their families

・Suppliers and vendors

・Business partners
  of corporate group

In-house agent

Employees policies

Prospective Clients Associated with a Corporate Group

FOCUS ON VALUE
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this context include automobile, fire, personal injury, and med-

ical expense insurance. This type of insurance is called

“employees” policies. Company employees have shown a pref-

erence for making insurance contracts through in-house

agents within their corporate group. This is because dealing

with an agent within their corporate group for insurance poli-

cies usually gives employees considerable peace of mind and

provides such advantages as the option of automatically

deducting insurance premium installment payments from their

salaries without incurring any extra charge. 

“Employees” policies are also eligible for group discounts

under prescribed conditions. The benefits of these group dis-

counts can also be extended, at the option of the employer,

to employees of affiliated companies and even retired

employees. 

In this manner, the population making up the “employ-

ees” category is extensive. In terms of premiums derived from

corporate groups, premiums from “employees” policies are

usually larger than the total from “corporate” policies. 

As previously explained, in-house agents are not just a

source of premiums of insurance policies that cover the risks

of a company’s business but also provide insurance premi-

ums from employees, retired employees, employees of 

affiliated companies, and business partner companies, thus

representing a huge business opportunity. Therefore, the

degree to which MSI can continue expanding the number of

agency contracts with in-house agents will be one significant

key to further developing our Domestic Non-Life Insurance

Business. Ordinarily, in-house agents carry out business with

multiple insurance companies, leading to fierce competition

among such insurance companies. One of MSI’s major

strengths historically lies in its superiority in accounts main-

tained with corporate groups, with both the Mitsui Group

and the Sumitomo Group being representative.

Accordingly, MSI will offer quality risk solutions and 

pursue increased volume of business through its in-house

agent channel.

TOPIC 2

Life Insurance
Individual Annuities Market
Specialist

Mitsui Sumitomo MetLife Insurance Co., Ltd. is a joint venture

of MSI and U.S.-based MetLife, Inc. specialized in individual

annuities mainly through agent financial institutions.

Since inaugurating operations in October 2002, Mitsui

Sumitomo MetLife Insurance (formerly Mitsui Sumitomo

CitiInsurance Life Insurance, Co., Ltd.), has smoothly

expanded its product lineup, commencing sales of fixed 

individual annuities in January 2005 and Lifetime

Guaranteed (LG)-type variable individual annuities in

January 2006. These LG-type annuities are the first “early-

benefit lifetime” variable individual annuities developed in

Japan. In an age of ongoing low interest rates, this type of

annuity meets a wide array of customer needs such as the

need for guaranteed minimum benefit, early receipt of annu-

ity benefits, and lifetime annuity benefits, in addition to

addressing the need for countermeasures against inflation.

Supported by these benefits, since its debut this LG-type annu-

ity has been chosen by numerous customers and has

achieved growth to become Mitsui Sumitomo MetLife

Insurance’s mainstay product. Reflecting favorable sales of

this core product, Mitsui Sumitomo MetLife Insurance’s out-

standing balance of life insurance in force at the end of

November 2006 topped ¥2,000 billion. 

Mitsui Sumitomo MetLife Insurance has also achieved

steady progress in expanding the size of its distribution 

network of associated financial institutions, and in fiscal 

2006 formed tie-ups with an additional 31 agent financial

institutions. 

Looking ahead, an inflow of retirement funds from

Japan’s baby boomers facing retirement age between 2007

and 2010 is expected to fuel further growth in the individ-

ual annuities market. Meanwhile, providing customers with

proper product explanations will become more important than

ever in conjunction with the growing complexity of products

FOCUS ON VALUE
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and an expansion of over-the-counter sales. Mitsui

Sumitomo MetLife Insurance has consistently emphasized the

promotion of compliance, which includes making proper prod-

uct explanations, and has provided guidance to its agents to

ensure they can sell insurance products to customers based

on a sufficient understanding of both compliance and the

purpose and functions of the annuity products. As part of

this commitment to compliance, in April 2007 we opened a

large-scale education and training center in the center of

Tokyo for further upgrading education and training for

agents. 

Mitsui Sumitomo MetLife Insurance will continue to

meet customer needs and earn their trust while providing

appealing products and services and contributing to the devel-

opment of a robust individual annuities market.  

Credit Ratings
Long-term creditworthiness is a key criterion in customers’ selection of an 
insurance company, especially when considering that an annuity contract rep-
resents a company’s promise to provide the annuitant with payments over a
long term. Reflecting its high creditworthiness, Mitsui Sumitomo MetLife
Insurance has secured an AA rating (for Insurer Financial Strength) from Standard
& Poor’s and an AA rating from Rating and Investment Information, Inc. (for
Insurance Claims Paying Ability).  

(As of August 31, 2007)

TOPIC 3

Financial Services 
Weather Derivatives Business 

With four clearly distinct seasons, Japan has numerous com-

panies operating businesses offering products and services

oriented toward the nation’s seasonality. Accordingly,

these companies are exposed to the risk of decreased earn-

ings caused by irregularities and fluctuations in such

weather elements as temperature and snowfall. Taking the

lead in providing solutions to hedge these risks, in 1999 MSI

concluded a weather derivative contract with a company

involved in the sale of ski-related merchandise, in which MSI

is to provide compensation payments to that company in the

event of a snow shortage. This was the first such weather deriv-

ative to be sold in Japan. Subsequently, MSI steadily devel-

oped derivative products covering an even broader spectrum

of weather elements such as temperature, precipitation, and

wind speed. MSI also developed order-made weather deriv-

ative products that respond to diverse demands of customers.

Such products have been provided to customers as part of

MSI’s Financial Services business.

Because Japan often suffers extensive damage from

typhoons in autumn, MSI received numerous requests from

companies in the tourism and leisure industries for the devel-

opment of products to alleviate the risks from typhoons.

Addressing these requests, in 2005 MSI developed and

released a product to hedge risks of losses arising from

typhoons. This product provides compensation payments

depending on the number of centers of typhoons that pass

through a pre-specified zone, which is a circle with a specific

radius from a designated point.

MSI sells weather derivatives primarily through two

sales channels: direct sales by MSI employees and regional

financial institutions such as banks. Having built close

alliances with regional financial institutions through over-the-

counter sales of various insurance products, we have now

formed tie-ups with over 60 institutions for our weather deriv-

atives as we work to build a strong sales network covering

all areas of Japan.  
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In this manner, MSI carries out flexible product develop-

ment that is unique to derivative transactions. On the other

hand, weather derivatives have relatively low liquidity

because the over-the-counter markets are still not fully devel-

oped. To compensate for this drawback, in 2001 MSI and a

U.S.-based energy-related trading company formed an

alliance for mutually exchanging risks held with the aim of

reducing risk exposure and dispersing risk geographically. 

In a decisive move to further bolster our weather deriv-

atives business, in April 2007 MSI acquired the entire busi-

ness of its alliance partner, GuaranteedWeather, a U.S.-based

risk management company handling weather derivatives, and

established MSI GuaranteedWeather, LLC (MSI GW) as a wholly

owned subsidiary. MSI GW underwrites weather derivatives

in the North American market and carries out global port-

folio management of derivatives that also encompass the

Japanese, Asian, and European markets with the aim of opti-

mizing risk exposure and risk dispersal. 

Through the establishment of this subsidiary, we have

reduced our weather derivative-related risk exposure and

established a structure that allows us to continuously pro-

vide customers with stable and diverse lineup of affordably

priced weather derivative products. On the occasion of our

full-fledged entry into the global market for weather deriv-

atives, MSI will further pursue leading-edge weather deriv-

ative technologies as well as work to expand this business

and raise profitability.

 Conceptual diagram of MSI GW

North America

Japan/Asia

Europe

Underwrite risks

100% stake Transfer risk    

Transfer risk    

Return

Return

MSI

MSI GW

Hannover Reinsurance Underwrite risks
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FIVE-YEAR SUMMARY (UNAUDITED)
MITSUI  SUMITOMO INSURANCE CO. ,  LTD.  AND SUBSIDIARIES
FOR THE YEARS ENDED MARCH 31,   2003,  2004,  2005,  2006 AND 2007

Ordinary income: ..................................................

Net premiums written .......................................

Ordinary profit .....................................................

Net income ............................................................

Net assets ..............................................................

Total assets ...........................................................

Net income per share

Basic .................................................................

Diluted .............................................................

Net assets per share .............................................

Equity ratio ...........................................................

Return on equity ..................................................

Price earnings ratio ..............................................

Cash flows

Cash flows from operating activities .................

Cash flows from investing activities ...................

Cash flows from financing activities ..................

Cash and cash equivalents at the end of year ....

Number of employees .........................................

2006

¥2,106,874

1,464,107

127,710

71,660

2,027,469

8,592,873

¥       50.27

50.27

1,427.17

23.60%

4.11%

31.85

¥ 313,007

(264,352)

(33,580)

386,179

18,154

2005

¥2,021,917

1,407,328

87,577

65,725

1,461,575

7,402,311

¥       45.51

45.51

1,021.13

19.74%

4.59%

21.60

¥ 160,695

(222,940)

63,622

365,815

16,432

2004

¥2,066,500

1,379,119

174,943

77,787

1,401,911

7,126,961

¥  53.94

52.78

963.51

19.67%

6.37%

20.54

¥ 181,584

(155,321)

(37,727)

363,011

15,980

2003

¥1,920,379

1,303,946

49,557

32,812

1,041,955

6,477,614

¥       22.46

21.35

717.74

16.08%

2.84%

22.62

¥ 75,878

2,213

(78,840)

370,775

16,013

2007

¥2,117,072

1,492,808

91,684

60,796

2,182,877

9,011,652

¥       42.82

42.82

1,536.71

24.06%

2.90%

34.54

¥   227,417

(220,522)

(37,358)

365,350

18,882

2007

$17,941,288

12,650,915

776,983

515,220

18,498,958

76,369,932

$         0.36

0.36

13.02

—

—

—

$  1,927,263

(1,868,831)

(316,593)

3,096,186

—

Yen in millions
Dollars 

in thousands

Yen Dollars

Yen in millions
Dollars 

in thousands

Notes: 1. U.S. dollar amounts in this table have been translated from yen, for convenience only, at the rate of ¥118=U.S.$1. For details, see Note 1 of the notes to con-
solidated financial statements, page 39.

2. Effective from the year ended March 31, 2007, the Company adopted “Accounting Standard for Presentation of Net Assets in the Balance Sheet” (ASBJ
Statement No. 5, issued on December 9, 2005) and “Guidance on Accounting Standard for Presentation of Net Assets in the Balance Sheet” (ASBJ Guidance
No. 8, issued on December 9, 2005).
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MANAGEMENT’S DISCUSSION AND ANALYSIS

1. Overview
This Management’s Discussion and Analysis (MD&A) aims to
provide readers with information concerning matters that could
affect the MSI Group’s financial condition and business results.
Specifically, upon describing the MSI Group’s businesses and
explaining points for consideration in the Overview section, the
information provided herein includes: critical accounting policies
and estimates, summary of business results, cash flow analysis
and financial position, issues to be addressed by the Company,
risk analysis, solvency margin ratio, and MSI’s credit rating.

(1) Description of Businesses
The following is a description of the MSI Group’s principal 
businesses and the positioning of Group companies within
these businesses.

1) Non-Life Insurance Business
MSI and one subsidiary engage in the non-life insurance 
business in Japan. Overseas, the non-life insurance business is
undertaken by MSI in addition to a total of 25 group compa-
nies, including Mitsui Sumitomo Insurance USA Inc., Mitsui
Sumitomo Insurance Company of America, Mitsui Sumitomo
Insurance Company (Europe), Limited, and Mitsui Sumitomo
Insurance (Singapore) Pte Ltd.

2) Non-Life Insurance-Related Businesses
In Japan, we carry out non-life insurance-related businesses
through 12 group companies, including Mitsui Sumitomo
Insurance Claims Adjusting Company, Limited, while overseas
we undertake non-life insurance-related business through 37
group companies, including MSIG Holdings (Americas), Inc.

3) Life Insurance Business 
The MSI Group’s Life Insurance business in Japan is carried out
by Mitsui Sumitomo Kirameki Life Insurance Company, Limited
and Mitsui Sumitomo MetLife Insurance Co., Ltd.

4) Asset Management-Related Business 
Sumitomo Mitsui Asset Management Company, Limited
engages in investment and investment advisory services 
businesses in Japan, while the latter business is carried out
overseas by 3 group companies. In Japan, 14 group companies,
including MITSUI SUMITOMO INSURANCE Venture Capital
Company, Limited, are involved in asset management-related
businesses, and overseas this business is undertaken by 4 
group companies.

(2) Points to Be Noted Regarding Figures
MSI, the core company of the MSI Group, is a Japanese 
corporation and prepares its consolidated financial statements
in accordance with accounting principles generally accepted in
Japan (“Japan GAAP”). In addition, as the MSI Group’s sales
(net premiums written) are mainly derived from the Japanese
market, the preparation of various MSI Group plans as well as
the management of monthly business results are essentially
based on Japan GAAP. As such, New Challenge 10, the MSI
Group’s long-term vision with a target date in fiscal 2010, has

been prepared based on core profit mainly under Japan GAAP.
Therefore, in principle, this MD&A uses figures based on Japan
GAAP as previously mentioned.

2. Critical Accounting Policies and Estimates
The Company’s consolidated financial statements are prepared
in accordance with Japan GAAP. The preparation of these
financial statements requires the management of the Company
to select and apply accounting policies as well as to make a
number of estimates and assumptions relating to the reported
amounts of assets and liabilities and the reported amounts of
revenues and expenses. Management bases its estimates on
historical experience and other assumptions that it believes are
reasonable. Nevertheless, these estimates contain inherent
uncertainties and thus actual results could differ. 

Significant accounting policies used in the preparation of the
Company’s consolidated financial statements are presented in
Note 5, “Accounting Policies” of “Basis of the Preparation of
Consolidated Financial Statements.” Management foresees the
following significant accounting policies and estimates as having
a significant impact on its consolidated financial statements.

1) Method for Determination of Fair Value
A portion of assets and liabilities are recorded on the Balance
Sheets at fair values. Their fair values are determined based on
market prices. For derivatives for which market prices are not
available, the estimate of fair value is based on the present
value of future cash flows, the indication of reference 
obligations, the contract periods and other components.  

2) Impairment of Marketable Securities
Marketable securities are subject to the risk of price fluctuations
in securities markets. Accordingly, the Company carries out
impairment accounting for securities based on reasonable crite-
ria set by the Company in accordance with relevant accounting
standards and practices. If the securities markets decline, the
Company’s marketable securities could be subject to losses on
their devaluation. 

3) Impairment of Long-Lived Assets 
The Company carries out impairment accounting to reflect 
recoverable amounts under certain conditions for fixed assets
for which investment amounts are unlikely to be recovered due
to a decline in value. The recoverable amount for an asset or
asset group is the higher of the net sales value (the value com-
puted by deducting expected disposal expenses from the fair
value of an asset or asset group) or value in use (the present
value of expected future cash flows resulting from the contin-
ual usage and subsequent disposal an asset or asset group).
Accordingly, the amount of the impairment loss for long-lived
assets depends on estimated future cash flows based on the
assumptions and forecasts which the Company considers rea-
sonable. Consequently, an additional impairment loss could be
incurred in the event of a change in the usage of the long-lived
assets or in the event of changes in real estate or leasing 
market prices.




