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Presentation 

 

Mori: Thank you very much for joining our financial results briefing today. We announced our financial results 
for FY2021 at 3:05 PM today. Presentation materials are available on our IR website. Today, I would like to 
provide an overview of the financial results using Investor Meeting Presentation for Fiscal 2021, followed by 
a question-and-answer session. 

  

https://ir.lifenet-seimei.co.jp/en/library/earnings.html
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Please refer to page two. These are the main points of today's financial results presentation. 

First, results for FY2021. Annualized premiums of policies-in-force increased by 15% from the end of the 
previous fiscal year to JPY21.5 billion, continuing double-digit growth. 

European Embedded Value, the most important management indicator in our management policy, increased 
by 23% from the end of the previous fiscal year to JPY116.6 billion. 

During the period, we also raised JPY9.7 billion in growth capital through an overseas public offering. 

Next, future initiatives. Using the growth capital raised, we will continue to make growth investment in priority 
areas of our management policy to achieve double-digit growth in in-force policies. 

In addition, we plan to take advantage of the overseas rising rates environment and conduct flexible asset 
management aimed at improving investment yields. 

Finally, the Company has announced that it is preliminarily considering the adoption of International Financial 
Reporting Standards, IFRS, and aims to adopt them voluntarily in our financial reporting from FY2023. After 
the adoption of IFRS, the Company expects to record an accounting profits continuously. 

We will explain the details later. 
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I would like to explain our result of FY2021 first. 
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Please refer to page four. This is the trend of the performance of in-force business. Annualized premiums of 
policies-in-force corresponding to annual recurring revenue totaled JPY21.5 billion at the end of FY2021, and 
the number of policies-in-force exceeded the 500,000 mark, reaching 507,428 policies. Both have achieved 
strong growth rate of over 15% compared to the end of the previous fiscal year. 
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Page five shows the factors that cause movement in the number of policies-in-force. In FY2021, the number 
of new business exceeded 100,000 for the second consecutive year, reaching 100,636. 

The surrender and lapse ratio for FY2021 was 6.6%. 

While we are maintaining our medium-term trend of double-digit growth in in-force business, we recognize 
further increase in new business is required in order to further accelerate the trend. 

In FY2022, based on this challenge, we will work on the growth strategies explained later in this presentation 
to achieve sustainable growth in in-force business performance. 
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Page six is marketing efficiency. The table below left shows the marketing expenses we invested in each fiscal 
year. 

The marketing expenses for FY2021 totaled JPY8,262 million, resulting from aggressive investments especially 
in the fourth quarter, in light of the business environment. As a result, marketing expenses per new business 
for FY2021, shown in the bar graph, were JPY82,000, up significantly from JPY66,000 in the previous fiscal 
year. 

Although we do not consider this efficiency to have been a good level for us, we believe that in the current 
business environment, while allowing for short-term efficiency deterioration while strengthening our position 
as the number one online life insurer will accelerate the expansion of our business scale over the medium to 
long term. Although we aim to improve efficiency in the medium term, our priority is to grow in-force business 
performance in the current environment. 

The perception of the competitive environment will be explained later in future initiatives. 
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Next, I will also explain the efficiency of operating expenses excluding marketing expenses. 

Operating expenses excluding marketing expenses totaled JPY3,877 million, and operating expense ratio was 
19.5%.  

As you can see, while insurance premiums has been steadily increasing, the ratio for FY2021 resulted in a 
smaller improvement compared to the precious fiscal year due to aggressive investments in systems and 
human resources. 

We will continue our efforts to improve the operating expense ratio over the medium term, as an 
improvement of the operating expenses ratio means a decrease in unit costs, which is an important factor 
contributing to improve profitability and increase European Embedded Value. 
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Page eight shows the accounting structure of life insurance companies.  

This is important to properly understand our profitability.  

Under the current statutory accounting on the profit and loss statement, the entire cost associated with the 
acquisition of new business is recognized as a current period expense. Meanwhile, the income from insurance 
premiums, which is the revenue, is recognized over a long period of time. Consequently, the more new 
business grows, the greater the profit decline during the current period, due to the growth in costs posted 
during the current fiscal year.  

Statutory accounting therefore does not necessarily provide a picture of the long-term profitability of our 
business. 
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Page nine shows the adjusted profit.  

Under current statutory accounting, there is a time lag between the recognition timing of revenues and cost, 
and we believe that marketing expenses, which are the cost of acquiring new business, make it difficult to 
understand the actual state of our profitability.  

As a result, the Company discloses periodic earnings from policies-in-force as adjusted profit by deducting 
market expenses where the timing of revenue and expenses differs and adjusting for the impact of other 
technical profit and loss factors, such as reinsurance and policy reserves.  

We believe that we have been able to steadily record profits from policies-in-force, significantly increasing 
the adjusted profit for FY2021 of JPY4,455 million. 
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Page 10 is about the structure of embedded value.  

The European Embedded Value is the net assets reflecting the present value of future profit, or net assets, 
which is the after-tax value of unrealized future profits that will generate from existing policies-in-force on 
statutory accounting. We focus on the growth of European Embedded Value as an important management 
indicator.  

This is important for you to properly understand our long-term profitability. 
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Please refer to page 11.  

European Embedded Value as of March 31, 2022 was JPY116.6 billion. The compound average growth rate of 
EEV since listing in March 2012 has been 20%, but in particular, the value of in-force business, which is the 
unrealized future profits from policies-in-force, has grown at the compound average growth rate of 33% and 
is a strong driver of EEV's growth. 

Although the capital increase implemented in the last and current fiscal years is one of the EEV’s growth 
factors, EEV per share, as shown in the orange line graph, was JPY1,673 at the end of March 2022, a 3.8-fold 
increase in 10 years from JPY441 at the end of March 2012, just after the Company was listed on the stock 
exchange.  

We will continue to strive for growth in EEV per share. 
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Please refer to page 12. This is a changing factor of EEV from the end of FY2020 to the end of FY2021.  

We define adjusted incremental EV as the sum of the three components, value of new business, expected 
existing business contribution, and the operating experience variance, which are shown in the dotted green 
box on the slide. We regard it as an indicator of our performance for the period. 

This adjusted incremental EV for FY2021 was JPY6,109 million. The main reasons for the increase in EEV are 
the increase in adjusted incremental EV including the value of new business and the assumption changes 
which mainly reflect a revision of claim incidence rate and an improvement of the operating expenses ratio. 
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Page 13 shows the sensitivity of EV to changes in interest rates, stock prices and other factors for the Company 
and listed domestic life insurance companies. 

As you can see, the sensitivity of our EV to changes in interest rates and other factors has been limited as our 
asset management and product lineup are relatively less susceptible to changes in interest rates and stock 
prices and other factors. 
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Page 14 shows a summary of the balance sheet.  

As of March 31, 2022, total assets were JPY67.82 billion, liabilities were JPY45.749 billion, and net assets were 
JPY22.071 billion. 

The solvency margin ratio, which indicates the Company's ability to pay out claim, is 3,182%, which maintains 
sufficient level. 

We will also explain the impact on our financial accounting, balance sheet, in the current interest rates 
environment. As shown in the bottom of the table, the modified duration of the yen-denominated bonds held 
is 9.9 years, a relatively short duration compared with other life insurance companies. 

Therefore, we believe that the impact on statutory accounting caused by the recent overseas rising rates is 
limited.  

Valuation difference on available-for-sale securities, which are shown under total net assets in the table, 
decreased slightly due to recent changes in the investment environment, but only by approximately JPY0.26 
billion compared to the end of the previous fiscal year. 
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As the concluding of the financial information for FY2021, we will explain the growth of the value of in-force 
business. 

The number of policies-in-force on the left side has been steadily increasing, expanding the scale of our 
business. In addition to that, the value of in-force business per policy in the center also have been steadily 
increased without damaging its value even under the COVID-19 pandemic.  

As a result, the value of in-force business, which shows the unrealized future value on policies-in-force on the 
right side, has been increased by 20% year on year. 

We will continue sustained growth in our corporate value by achieving strong growth in the value of in-force 
business. 
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We will move to the main initiatives for FY2021. Please refer to page 16. In order to achieve further growth, 
the Company raised the capital through overseas public offering in September 2021 following FY2020. As you 
can see, we utilize all capital raised for growth investments.  

Through our two most recent capital increases and the use of modified co-insurance, we believe that we have 
adequate capital level for the immediate growth we project at this time. 

Going forward, we will further concentrate on the business side, focusing on accelerating growth as an online 
life insurance company and building a foundation as a platformer. 
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Please refer to page 17.  

In FY2021, we launched a new service with Money Forward, Inc. as our white label business.  

As one of the fixed cost review services for an improvement of household finances which Money Forward 
focuses on, Lifenet offers its products to Money Forward’s customers. 

Since its launch in July, we have been making continuous improvements on some issues that have been found 
in the customers’ feedback and in the process of our development.  

Although the business didn’t take off as initially envisioned immediately after launch, the results of these 
efforts began to clearly show from the fourth quarter of FY2021. 

The contribution of the Money Forward channel to overall business performance is still limited, however, the 
two companies will continue to work together to make it one of the channels with high growth potential. 
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Please refer to page 18.  

We aim to provide convenient life insurance services that exceed customer expectations by redesigning the 
customer experience in the procedures related to life insurance. We would like to provide what customers 
really need from customers’ perspectives, not what life insurers want to sell for their own interests . 

In FY2021, we continued to invest in improving the customer experience. As a result, we are very pleased to 
have received the number one satisfaction rating from customers who have actually used our services. We 
will continue to work to provide a valuable experience for our customers. 
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From this point forward, we will explain our initiatives for FY2022 and beyond. 
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Please refer to page 20.  

Since our business commencement, we have established the LIFENET Philosophy as a guideline for all officers 
and employees to follow. This is our greatest strength and what differentiates us from our competitors. 

We will continue to question the value of life insurance for our customers and strive to be a company that 
helps our customers embrace life more fully 
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On page 21, we will explain the growth potential of the online life insurance market. 

Since the emergence of the COVID-19 pandemic, our business performance has been affected by both 
tailwinds and headwinds as the pandemic situation has been fluctuating. However, we believe that the growth 
potential of the online life insurance market has been steadily expanding against the backdrop of the 
structural megatrends of digitalization of financial services. 

According to a survey by the Japan Institute of Life Insurance, the percentage of customers who intend to 
purchase insurance online has increased from 9.1% to 17.4% in the last six years, and we have achieved steady 
growth in our in-force policies performance accordingly. 

The percentage of respondents who intend to purchase insurance online is increasing for all generations, as 
shown on the right-hand side of the chart. 

We will continue to encounter temporary tailwind and headwind phases due to various factors, but we will 
not be misled by temporary factors and will firmly seize growth opportunities as a leading company in the 
online life insurance market with the structural megatrends that will continue over the medium to long term. 
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Please refer to page 22. Here is our view of the online life insurance market and competitive landscape in the 
online life insurance market as we perceive it. 

In general, there are three phases in the development process of a new market, as shown in the figure: a 
period when a small number of players develop the market, a period when the market expands as more 
players compete with each other, and a period when a small number of dominant players enjoy the fruits of 
the expanded market. 

Since our business commencement in 2008, we have been a challenger in the life insurance industry, creating 
a new market for online life insurance and driving growth. Subsequently, with the digitization of financial 
services and the expansion of COVID-19, new players entered the market, which is led the traditional life 
insurers that had focused on the face-to-face channel to be forced to shift to online. We believe that the 
market is now in a period where the competitive environment is becoming increasingly severe as well as 
expanding. 

In this environment, while we are a challenger in the life insurance industry as a whole, we also believe that 
we are in a position to be challenged in the online domain. We will maintain and strengthen the competitive 
advantage we have built up to date and will enhance investment for growth more than ever to solidify our 
position as the number one player in the online life insurance market. 

Although this management policy may lead to a deterioration in business efficiency in the short term, we 
believe that in the medium to long term, it will help us become the overwhelming number one player in the 
online life insurance market and maximize our corporate value. 

On the next page, we will explain our growth strategy to remain as a major player in the battle. 
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Please refer to page 23. We believe that UI/UX and website traffic are critical for significant success in the 
online life insurance business. In other words, this corresponds to the innovation of customer experience and 
strengthening of sales capabilities that we have set as priority areas in our management policy. 

To address these issues, we will aggressively invest in three areas: business, system, and organization, with 
the aim of achieving strong growth. 

Each of these is explained on the following pages and beyond. 
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First is the business. Please refer to page 24. The Company aims to achieve double-digit growth in in-force 
business performance on two pillars: the Internet direct channel and the white label channel. 

First, the Internet direct channel. As explained earlier on page 21, the intention to purchase life insurance 
online is gradually increasing not only among young generation but among the middle and older generation. 
At Lifenet, the percentage of new policyholders who are middle and elderly age is increasing in addition to 
the younger generations that have traditionally purchased our policies. We believe this is a very good thing, 
as it means we can gain greater customer awareness of online life insurance and a broader market. 

On the other hand, in light of our significance and the LIFENET philosophy, we believe it is extremely important 
to be the life insurance company always chosen by the younger generation in any period. Therefore, in FY2022, 
we will work to diversify our promotion with the aim of strengthening touchpoints with young people, while 
keeping an eye on the changing trend of the younger generation. 

Next, the white label channel. We have positioned this channel as our medium- to long-term growth driver. 
In FY2022 we aim to provide new customer experiences with existing partners, including KDDI and Money 
Forward. As the bar graph on the right shows, annualized premium of policies-in-force has been steadily 
increased in the white label channel since the first white label business with KDDI. On the other hand, the 
channel hasn’t been enough to contribute to our business performance yet, and we believe that this is a 
channel with growth potential. 
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We will accelerate investment for growth in the Internet direct channel and white label channel to achieve 
growth in in-force business.

 

Please refer to page 25. We established a subsidiary in FY2021 with the goal of becoming an online life 
insurance platform. 

In FY2021, we launched an online insurance agency business and insurance policy management service, 
offering approximately 20 products, whose application process can be completed online. 

From FY2022 onward, we will focus particularly on the online insurance agency business and strive to build 
the foundation with aim of offering all online insurance products. 

In the future, as the illustration shows, we will make steady progress toward our goal of becoming a platform 
that provides online solutions to consumers' concerns and issues regarding financial services, including 
insurance. 
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Next is the second point of our growth strategy: investment in system development. Please refer to page 26. 

Until FY2021, we focused especially on revamping the the front-end infrastructure, which means strength of 
the touchpoint with customers. 

From FY2022 onward, we will aggressively invest in the back-end infrastructure as well. Through these 
investments, in addition to improving the customer experience, we will build a robust system structure that 
can improve operating expenses ratio and flexibly accommodate future business expansion. 
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The third point of the growth strategy is investment in human resources and organization. Please see page 
27. 

Since the business commencement in 2008, we have been providing new life insurance value from the 
customer's perspective by hiring people with diverse backgrounds, free from industry norms. 

From FY2022 onward, we will invest in human capital to contribute to sustainable growth of corporate value 
by aggressively recruiting, further promoting diversity, and operating a personnel system that supports the 
growth and challenges of the organization and individuals. 
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Then refer to page 28.  

LIFENET philosophy is the heart of our company's sustainability.  

In order to continue to be needed by policyholders as an insurance company and to continue to be supported 
by shareholders and investors as a publicly listed company, we will promote sustainability initiatives and 
enhance disclosure based on our philosophy. 
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Here, we would like to share our thoughts on asset management in light of the current interest rate 
environment. 

In general, a gradual increase in interest rates give positive impact to financial institutions, and we see it as a 
positive environment for our company as well. We have approximately JPY60 billion in AUM (asset under 
management) by generating a steady income from insurance premiums.  

Although we will not revise our existing asset management policy, which we do not taking excessive 
investment risk, we will aim to increase investment income under appropriate risk management. We may 
consider the option of increasing the proportion of investments in foreign currency-denominated bonds, 
especially in light of overseas rising rates. 
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Based on the explanations given so far, we would like to present our business forecasts for FY2022. Please 
refer to page 30. 

The forecast for FY2022 is based on the information shown. Annualized premiums for in-force business is 
expected to increase by approximately 13% from March 31, 2022, to JPY24.4 billion. 

In FY2021, we recognize that our growth of business performance slowed down, especially in the second half 
of the year, and the current situation is still in the process of recovery.  

Thus, in FY2022, we intend to regain the pace of growth and invest for future-oriented growth, while aiming 
for sustained double-digit growth in in-force business performance. 
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Please refer to page 31.  

We have been conducting a preliminary study for the voluntary adoption of International Financial Reporting 
Standards, IFRS 17, in our financial reporting.  

At this stage, the probability of the implementation of IFRS 17 scheduled to start in January 2023 has increased 
sufficiently, and in light of the situation where our accounting system tends to be in place, we have decided 
to aim for the voluntary adoption of IFRS 17 starting with financial reporting from FY2023. 

After the voluntary adoption of IFRS, we expect to record an accounting profit continuously from the first year 
of adoption, and although this is only a rough estimate at this point, we believe that final profits will be 
expected in the level of billions of yen. 

Please note that capital adequacy and dividends from retained earnings will continue to be regulated by the 
statutory accounting standards, i.e. Japanese Generally Accepted Accounting Principles (J-GAAP), even after 
the voluntary adoption of IFRS. 
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Please refer to page 32. I will explain the objectives of IFRS adoption by comparing the main features of 
Statutory Accounting Standards, Embedded Value, and IFRS 17. 

The point is that they are closely linked each other because we are just looking at the same thing from 
different angle though the results are different because each has a different purpose. 

First, statutory accounting is an accounting standard developed by the financial authorities to protect 
policyholders. Since it is desirable to be conservative, for example, even if the claim incidence rate is better 
than originally expected, the bases for insurance liability are the same as policy inception. Acquisition 
expenses cannot be deferred and are recorded at the time of expenditure in a lump sum in the first year of 
acquisition. Thus, the current statutory accounting cannot adequately represent the profitability of a growing 
insurance business like ours. Therefore, we set the maximization of Embedded Value as our management goal.  

In Embedded Value, the objective is to show the corporate value that is expected to be attributable to 
shareholders, which means the Company’s realizable value including the value of in-force business. Based on 
the nature of EV, we don’t have to consider future new business performance and acquisition costs. In 
addition, the trends in the claim incidence rates and surrender and lapse ratio are reflected in the economic 
value of in-force business based on actual experience. So we believe this is an appropriate indicator for the 
theoretical value of shareholder value. 

On the other hand, Embedded Value cannot show the profit and loss for the period like the statement of 
operations. Then, we believe that IFRS 17 has been developed. 
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IFRS 17 has been developed by the International Accounting Standards Board (IASB) to improve comparability 
and transparency of financial statements of insurance companies and thereby provide useful information for 
investors' decision-making. 

We believe that financial reporting under IFRS 17 will enable us to present the actual status of periodic profit 
and loss and profitability of our business to a much larger number of investors and shareholders, as well as to 
disclose useful information for dialogue with them. 

Although the official resolution for voluntary adoption of IFRS 17 has not been done yet, we will take the 
necessary actions this fiscal year to aim voluntary adoption of IFRS in FY2023. 
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Please refer to page 33. We will explain our future direction.  

FY2021 was a milestone year for us, in that we achieved our 2018 management goal of reaching European 
Embedded Value of JPY100 billion and the number of policies-in-force exceeded 500,000. 

In FY2022, we will continue our efforts to achieve double-digit growth in in-force business performance on an 
ongoing basis despite the challenging business environment that has prevailed since the second half of last 
fiscal year. We will also make steady progress toward becoming an online life insurance platformer, while 
aiming for the voluntary adoption of IFRS 17. 

On this basis, in FY2023, we expect to be recorded an accounting profit under IFRS, and we aim to reach our 
management goal of JPY200 billion in EEV in a medium term. 

We expect the profitability in ordinary income under the statutory accounting standards to be back from the 
mid-2020s, as we have indicated, because we will continue to prioritize investments for growth. 
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Finally, there is the management policy.  

There is no change in our policy of prioritizing growth with the aim of expanding the scale of our business.  

We will continue to expand the online life insurance market firmly by our own efforts and remain the leading 
company in this market, aiming to achieve an EEV of JPY200 billion in a medium term. 

This concludes my presentation of the financial results for FY2021 Thank you very much for your kind attention. 


