I am Nampei Yanagawa of MS&AD Holdings.
Thank you for finding the time in your busy schedules to participate in our conference
call today.

Please look at Slide 1 of the “Materials for FY2016 2Q Results Briefing Conference Call.”
I will begin by explaining the Group's top line.
Net premiums written in domestic non-life insurance were down 5.6% year-onyear at MSI and down 0.7% at ADI, mainly due to the impact of a recoil from fire
insurance rate revisions implemented last year and associated with rush demand,
but there was a significant increase in net premiums written by overseas
subsidiaries due to the new consolidation of MS Amlin. As a result, on a
consolidated basis net premiums written increased by 13.5% to ¥1,839.3 billion.
Life insurance premiums also saw an increase of 8.6%, to ¥661.0 billion, primarily
due to a drop in surrender benefit at MSI Primary Life.

Next, please look at Slide 2. I will explain the Group's bottom line.
As shown in the first row of this table, ordinary profit rose by ¥28.5 billion to ¥151.0 billion.
Interim net income, shown below that, also rose by ¥12.3 billion, to ¥98.4 billion, which is
in line with our initial plan. I will explain in detail later.

Next, please look at Slide 3. I will explain factors behind year-on-year changes in consolidated net
income for FY2016 2Q using the graph at right.
The main positive factors were the ¥17.8 billion decrease in incurred loss caused by natural
catastrophes in domestic non-life insurance as shown in (1) and the impact of others shown in (5)
increasing by ¥48.3 billion due to an increase in earned premiums resulting from the past steady
premium growth.
Meanwhile, the main negative factors were the negative ¥30.5 billion in domestic life insurance
shown in (7), and the system expenses for transfer of third sector policies in force totaling ¥20.4
billion shown in (9), which were recorded under extraordinary loss in the first quarter. The negative
figure in domestic life insurance shown in (7) reflects the absence of the positive impact of a
decrease in the burden of policy reserves at MSI Primary Life with a hike in Australian dollar interest
rates in the previous period, and the fact that there was a negative impact from the decrease in
Australian dollar interest rates and appreciation of the yen in the current period. However, the
negative impact that occurred during the current period was offset by the gains on reversal of price
fluctuation reserves shown in (8), and on a net income basis, the drop in income was solely due to
the absence of the positive impact of the previous period.
The yen appreciated during the period, but the impact of foreign exchange on non-life insurance
business was limited when netting (3) and (4).
Let me explain this. As for (3), decrease in foreign currency outstanding reserves converted into yen
was a positive factor on a net income basis, as for (4), on the other hand, the impact mainly from the
asset side such as foreign currency deposits was a negative factor. As a result, these positive and
negative impacts almost balanced out. Furthermore, the impact of foreign exchange on overseas
subsidiaries was a negative ¥1.0 billion on a net income basis.

Next, please look at Slide 4.
Group core profit increased significantly by ¥40.3 billion year-on-year, to ¥111.4 billion.
Key adjustments from interim net income are described at the bottom of the slide.

Next I will explain the status of our domestic non-life insurance business in terms of the
simple sum of the two core companies. Please look at the combined totals shown on the
right on Slide 5.
Net premiums written saw a 3.5% decline year-on-year, to ¥1,366.0 billion, primarily due
to a drop in fire insurance premiums.
Underwriting profit increased by ¥69.0 billion to ¥68.7 billion due to an increase in earned
premiums, decrease in incurred losses caused by natural catastrophes and improvement
in the loss ratio of voluntary automobile insurance.

Next, please look at Slide 6.
“Investment profit and other ordinary profit” decreased by ¥4.7 billion to ¥74.1 billion.
As a result of the above, ordinary profit for the two core domestic non-life insurance
companies totaled ¥142.8 billion, a year-on-year increase of ¥64.2 billion, and net income
increased by ¥ 43.5 billion to ¥102.8 billion.
The amount of strategic equity holdings sold during the first half-year totaled ¥70.5 billion
for the two companies combined.

Next, I will talk about the impact of natural catastrophes. Please look at Slide 7.
On the very last line, the impact of natural catastrophes for the two companies
combined decreased by ¥17.8 billion year-on-year to ¥45.7 billion. Of that amount,
¥13.3 billion represents losses from the Kumamoto Earthquake, while other losses,
¥32.4 billion are due to typhoons and so on.

Next, please look at Slide 8.
Reversals of catastrophe reserves for the two companies were very limited.

Next, please look at Slide 9. I will now talk about the situation concerning voluntary automobile
insurance.
The E/I loss ratio for the two companies combined in FY2016 2Q decreased by 1.8 points year‐on‐
year to 56.3%, as shown in the graph on the upper right.
As for insurance premiums, please refer to the factors increasing / decreasing insurance premiums
on the lower part of the page.
Insurance premium unit prices continued to rise at both companies, up 0.8% at MSI and 1.5% at
ADI, due primarily to product revisions, including premium rate revisions implemented in past
fiscal years. However, we still recognize the number of vehicles insured as issues to be solved,
although signs of recovery were seen with a 0.7% increase in MSI and a 0.9% decrease in ADI.
With regard to the number of accidents, please look at the change in the number of accidents
under voluntary automobile insurance shown as the simple sum for both companies on the line
graph at the top left.
The number of accidents for the 1st half fell slightly by 0.8% year on year, while the number for
August increased by 3.3%. The figures are not constantly in a declining trend.
At the same time, as for the average payout per claim shown at the bottom of the slide, although
property damage liability payout per claim has flattened out, payout per claim for vehicle damages
continued to rise for both companies due to factors such as an increase in repair costs.

Next, I will explain the situation at MSI Aioi Life. Please look at Slide 10.
The amount of new policies decreased 11.8% year-on-year, to ¥1,089.4 billion,
due to decreased sales of income guarantee insurance and increasing term life
insurance.
At the same time, annualized premiums of new policies for third sector insurance
increased 13.9%, due to strong sales of the New Medical Insurance A (Ace) Plus
launched in May.
The amount of policies in force increased by 1.0% from the beginning of the fiscal
year, while annualized premiums of policies in force also rose by 2.7%, continuing
to grow steadily.
Interim net income decreased by ¥0.8 billion year-on-year to ¥4.2 billion, primarily
due to a decrease in gains on sales of securities.
EEV at the end of September fell by ¥21.1 billion from the beginning of the fiscal
year to ¥574.6 billion due to the impact of declining interest rates.

Continuing on, I will explain the performance of MSI Primary Life. Please look at
Slide 11.
Gross premiums income fell by 17.3% to ¥537.9 billion, primarily due to a slowdown
in sales of new variable life products introduced in the previous period, in spite of
consecutive healthy sales of the mainstay foreign currency-denominated fixed whole
life insurance.
Interim net income decreased by ¥9.3 billion to ¥11.7 billion compared to the
previous period that saw a positive impact from the decrease in the burden of policy
reserves in fixed whole life insurance that followed the increase in Australian dollar
interest rates.
As mentioned earlier, the negative impact from interest rates and foreign exchange
was offset by a ¥15.7 billion reversal of price fluctuation reserve.
The reversal of price fluctuation reserve at MSI Primary Life is described on page
22, so please check it later.

Next, I will explain the status of overseas subsidiaries. Please look at Slide 12.
Net premiums written increased significantly by ¥268.0 billion due to the effect of
the new consolidation of MS Amlin. Premiums for overseas subsidiaries excluding
MS Amlin decreased by a total of ¥15.2 billion, mainly due to the negative impact
of foreign exchange totaling ¥22.4 billion resulting from the appreciation of the yen,
while there was an increase in premiums by 4.0% on a local currency basis.
Although the newly consolidated MS Amlin posted a profit of ¥2.9 billion, overall
performance saw a decrease in net income of ¥1.2 billion to ¥13.0 billion as we
posted ¥4.2 billion of costs for integration of Lloyd’s and Reinsurance business
with MS Amlin as extraordinary loss.
By region, net income was down by ¥2.6 billion in Europe due to the impact of
large losses and the integration costs associated with MS Amlin of ¥1.5 billion.

On the following pages, Slides 13 through 20 contain non-consolidated results for
MSI and ADI and the simple aggregate for the two companies’ non-consolidated
results.
Also, as references, Slide 21 provides the 2Q results for MS Amlin and Slide 22
provides a supplementary explanation of the reversal of price fluctuation reserve at
MSI Primary Life.
The status of ESR as of the end of September will be disclosed at the Information
Meeting on the 25th of November.

Next, I will explain our projected financial results for FY2016. Please look at Slide
23.
Group consolidated net premiums written are expected to total ¥3,387.0 billion, an
increase of ¥308.0 billion, up 10% year-on-year.
This represents a decrease in premiums of ¥68.0 billion compared to the initial
forecast, taking into account a decrease of approximately ¥75.0 billion mainly in
overseas subsidiaries due to the appreciation of the yen and a certain decrease in
fire insurance premiums during the first half of the year in domestic non-life
insurance.
Furthermore, life insurance premiums are expected to be ¥1,182.0 billion, down
by ¥26.0 billion from the initial forecast.

Next, I will explain ordinary profit and net income. Please turn to Slide 24.
Ordinary profit is forecast to be ¥285.0 billion with net income of ¥183.0 billion,
the same as the initial forecast at the start of the year.

Please look at Slide 25. Next, I will explain the factors behind changes in net income in this graph.
The incurred losses in domestic non-life insurance shown in (1) are forecast to have a ¥40.0 billion
positive impact due to the impact of foreign exchange in addition to progress in improvement in
losses, mainly in voluntary automobile insurance.
Losses related to the domestic natural catastrophes are expected to be around the same level as
the initial forecast at ¥63.6 billion.
Catastrophe reserves shown in (2) are forecast to decline by ¥19.3 billion due to the decrease in
paid claims associated with the decrease in incurred losses.
These are the main factors leading to a ¥18.0 billion improvement in underwriting income from the
initial forecast.
Net investment income in domestic non-life insurance shown in (4) will have a negative impact of
¥7.0 billion, mainly due to the inclusion of the foreign exchange losses caused by the appreciation
of the yen.
The ¥13.4 billion negative impact of overseas subsidiaries shown in (5) is mainly a result of the
impact of foreign exchange due to the appreciation of the yen, the temporary cost of integrating the
Lloyd's and Reinsurance business with MS Amlin, and the worsening investment environment at
MS Amlin.
As a result of these factors, net income for FY2016 is forecast to be ¥183.0 billion, at the level of
the initial forecast.

Next, I will explain Group Core Profit. Please turn to Slide 26.
Like net income, Group Core Profit, at ¥196.0 billion, is forecast to remain at the
level of the initial forecast, because the year-on-year decrease in overseas
business will be offset by an increase in the domestic non-life insurance business.
Of the other management targets shown in the lower part of the table, Group ROE
is forecast to increase by 0.7 points from the initial forecast to 7.6%.
The main factor behind the increase in Group ROE is that net unrealized gains on
investment in securities and foreign currency translation adjustment in the net
assets that are used as the denominator in the calculation of ROE have been
revised to reflect the actual results as of September 30, 2016.
The main assumptions made in the forecasts I have explained are summarized on
Slide 27.
Slide 28 and onwards contain the respective non-consolidated forecasts for Mitsui
Sumitomo Insurance and Aioi Nissay Dowa Insurance and the simple aggregate
for the two companies’ non-consolidated forecasts. Please refer to them later.

Next, look at the final page on Slide 34.
This shows the impact of consolidation of MS Amlin on FY2016 performance
denominated in yen.
The forecast for net premiums written is ¥369.9 billion, and the forecast for net
income is ¥5.4 billion, taking into account consolidation adjustments such as
amortization of goodwill and the cost of integration.
Note that Group Core Profit at MS Amlin is ¥22.8 billion because consolidation
adjustments such as amortization of goodwill and the cost of integration are not
reflected in Group Core Profit.

Finally, today we adopted a comprehensive resolution regarding the issuance of
domestic subordinated unsecured bonds in order to maintain financial soundness
and enhance capital efficiency as a part of our financial strategy.
It will be the first subordinated bonds issued by a holding company in the domestic
insurance industry.
The Company intends to expand the scope of financing and secure flexibility of
our financial strategy. Please see today’s news release for details.
This concludes my explanation.
END

