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1. Japan Post Business Performance

I Postal and Logistics Business Performance

n Consigned Volume of Mail in fiscal year ended March 31, 2017

Fiscal years ended March 31 (Unit: 1,000 items)
Category 2015 2016 2017

Volume Year-on-year change Volume Year-on-year change Volume Year-on-year change

Total 22,035,617 (1.3)% 22,082,281 0.2% 21,925,689 (0.7)%
Mail 18,188,628 (2.1% 18,029,855 (0.9)% 17,730,418 (1.2)%
Domestic 18,142,041 (2.1% 17,980,998 (0.9)% 17,683,959 (1.2)%
Standard mail 17,661,265 (2.2)% 17,426,341 (1.3)% 17,193,956 (1.3)%
First-class 8,531,556 (0.9)% 8,463,874 (0.8)% 8,411,787 (0.6)%
Second-class 6,398,122 3.7)% 6,315,097 (1.3)% 6,276,453 (0.6)%
Third-class 230,229 (4.7)% 220,464 (4.2)% 211,316 4.1)%
Fourth-class 19,931 (7.2)% 18,802 5.7)% 17,728 (5.7)%

New Years 2431779 4.0)% 2,351,237 33)% 2,236,551 4.9)%

postcards

Election mail 49,648 1.1% 56,866 14.5% 40,121 (29.4)%

Special mail 480,777 2.4% 554,657 15.4% 490,003 11.7)%
'”Ezzgsgfc';ael o 46587 (1.2% 48857 4.9% 46,459 @.9)%
Standard mail 29,503 (14.6)% 24913 (15.6)% 26,942 8.1%
Parcels 3,038 69.0% 4,758 56.6% 4,116 (13.5)%

EMS 14,047 29.9% 19,187 36.6% 15,400 (19.7)%

Chaces | a0 | 2% | aos2as | 3% | . aies272 | 35%

Yu-Pack 527.209 23.1% 579,877 10.0% 632,421 9.1%
Yu-Mail 3,319,780 0.1)% 3,472,549 4.6% 3,562,851 2.6%

Notes: 1. Sums of individual items may not match totals due to rounding.
2. The number of Yu-Pack parcels includes EXPACK parcels. EXPACK service was discontinued at the end of March 2010.
3. From the fiscal year ended March 31, 2014, the number of Yu-Pack parcels in the second half of the year includes Yu-Packet parcels.
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Total Consigned Volume of Mail

Fiscal years ended March 31

p
‘ |1 Total volume [ Standard mail | First-class = Second-class (Billions of items)
30.0
20.0
10.0
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N
Yu-Pack and Other Companies’ Parcel Delivery Volume and Market Share
Fiscal years ended March 31
p
‘ |1 Other companies’ parcel delivery | Yu-Pack ‘ ‘ ——— Yu-Pack market share
(Millions of Itzer;;; . B 314379 320824 315874 @
3000 G 293460 2872.90 287301 — 115
2,000 4110
1,000 15
1300 63242
0
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N

Notes: 1. For fiscal year ended March 31, 2017, other companies’ parcel delivery volume has not yet been announced (as of June 30, 2017).

2. The number of Yu-Pack parcels includes EXPACK parcels.

3. The number of Yu-Pack parcels in the fiscal year ended March 31, 2017 includes Yu-Packet parcels.
4. Data for the fiscal year ended March 31, 2008 to the fiscal year ended March 31, 2016 have been sourced from statistics published by the Ministry of Land, Infrastructure,

Transport and Tourism.

n Volume of International Mail

Fiscal years ended March 31
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B Daily Mail Delivery Volume and Points

Fiscal years ended March 31

2015

2016

2017

Daily mail delivery volume

About 61 million items

About 61 million items

About 61 million items

Daily delivery points

About 31 million points

About 30 million points

About 31 million points

a Postal Service Quality Survey (Days to Arrival)

Beginning in fiscal 1999, an annual survey has been conducted to

determine the percentage of mail delivered within the targeted

number of days, with the results made public. The purposes of the

survey are to supply accurate information concerning the quality

of postal services and further improve the quality of services.

B Nationwide Achievement Rate of Average Days to Delivery

Fiscal years ended March 31

All post offices display a Service Level Table that provides

information to the public regarding the times needed for mail to

reach its destination. Survey results are shown as the percentage

of total items sent that were delivered within the number of days

prescribed in the Service Level Table.

2015 Year-on-year change 2016 Year-on-year change 2017 Year-on-year change
Nationwide average 98.6% 0.0% 98.6% 0.0% 98.5% (0.1)%
For mail within the same
prefecture 99.1% 0.1% 98.8% 0.3)% 99.1% 0.3%
For mail to a neighboring
prefecture 97.8% 0.2)% 98.2% 0.4% 97.8% (0.4)%
For mail to other prefectures 98.0% 0.0% 98.6% 0.6% 97.9% (0.7)%

Note: The percentage of New Year's postcards accepted by December 25, 2016 and delivered on January 1, 2017 reached 99.9% as compared to the target figure of 99.5%.

Outsourced Operations

In addition to postal operations, Japan Post Co. has documentary stamp sales business activities.

B Documentary Stamp Sales

Sales of documentary stamps for the Japanese national government were as follows.

Fiscal years ended March 31

(Millions of yen)

Category 2015 2016 2017
Revenue stamps 757,658 761,932 768,920
Automobile weight
tax documentary 655,200 671,497 681,589
stamps
Unemployment
insurance 473 455 412
documentary stamps
Health insurance
documentary stamps 3600 3572 8557
Patent documentary
stamps 90,807 94,394 94,510
Total 1,507,738 1,531,850 1,548,798

Note: Figures shown are gross sales for each category of documentary stamp. These proceeds are submitted to
the Japanese national government after deduction of handling fees (including consumption and other taxes).
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. Reference: Postal Services in Other Countries

1. Volume of Mail Received (Top 20 Countries in 2015)

(Billions of items)
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Notes: 1. Source: Universal Postal Union Postal Statistics (2015)
2. "Mail volume” is the total for all domestic mail items.

2. Annual Mail Volume Per Capita (Top 20 Countries in 2015)

(Items per person)
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Notes: 1. Source: Universal Postal Union Postal Statistics (2015)
2. "Mail volume” is the total for all domestic mail items.
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. Reference: International Comparison of Postage Rates

B Comparison of Domestic Postage Rates
Domestic postage rates (letters and postcards) in Japan are
generally lower than major European countries (UK., France,

Germany).

In the United States, postage rates for both domestic letters

and postcards are lower than in Japan. The reason is that the
volumes of mail handled in the United States are approximately
eight times greater than in Japan (the amount of mail sent per
capita is roughly threefold higher), thereby resulting in higher
delivery efficiency.

B Comparison of Domestic Letter and Postcard Postage Rates in Selected Countries

@ Letter rate
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Prepared by Japan Post Co., Ltd. from various publicly disclosed materials

@ Postcard rate
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Prepared by Japan Post Co., Ltd. from various publicly disclosed materials

uU.s. UK. France Germany Japan us. U.K. France Germany Japan
Local currency | $0.49 £0.65 €0.85 €070 ¥82 Local currency | $0.34 £0.65 €085 €045 ¥52
Yen Yen
. ¥55 ¥94 ¥103 ¥85 ¥82
equivalent equivalent ¥38 ¥94 ¥103 ¥55 ¥52
Purchasing Purchasing
. ¥50 ¥96 ¥109 ¥92 ¥82
power parity power parity ¥35 ¥9% ¥109 ¥59 ¥52
Notes: 1. Only Japanese postage rates include consumption tax.
2. Yen conversions use the exchange rate as of March 31, 2017 (Bank of = 5
Tokyo-Mitsubishi UF) TTS rate). Exchange rate Purchasing power parity
3. Purchasing power parities use exchange rates that make price levels equal $1 (US.) ¥113.19 ¥102.00
in Japan and the other countries. Calculations are based on Purchasing - : -
Power Parities (2016 average OECD Main Economic Indicators). £1 (UK) ¥144.08 ¥147.83
4. Letter and postage rates are as of March 31, 2017.
€1 (France) ¥121.29 ¥128.14
€1 (Germany) ¥121.29 ¥131.78
B Comparison of International (Air) Postage Rates
The following table shows postage rates for air mail sent in both
directions between Japan and four major countries. Postage rates
for mail sent from Japan are cheaper in all cases.
Letter (25 g) Postcard
Local currency Yen equivalent Local currency Yen equivalent
Japan to the four other countries — ¥110 — ¥70
U.S. to Japan $1.15 ¥130 $1.15 ¥130
UK. to Japan £2.27 ¥327 £1.17 ¥169
France to Japan €2.60 ¥315 €1.30 ¥158
Germany to Japan €1.50 ¥182 €0.90 ¥109

Note: Yen conversions use the exchange rate as of March 31, 2017 (Bank of Tokyo-Mitsubishi UF) TTS rate).
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I Post Office Business Performance

n TEIGAKU and Time Deposits Handled

Of the TEIGAKU and time deposits provided by Japan Post Bank,
the funds newly deposited by customers through Japan Post Co.
are as follows.

Fiscal years ended March 31

(Millions of yen)

30,000,000
20,000,000
14,761,765
12,520,404 11,350,349
10,000,000
0
2015 2016 2017

Sales of Japanese Government Bonds

Of the Japanese Government Bonds sold by Japan Post Bank, total
sales handled through Japan Post Co. are as follows.

Fiscal years ended March 31

(Millions of yen) I Long-term bonds I Medium-term bonds Bonds for individuals

500,000

250,000 | 223404

l T 42301
53551
I ! 21-'68% 25,890
127.550 F 5217 59545 gyg
: } 90,581 =
58,674

2015 2016 2017

Investment Trust Sales

Of the investment trust products sold by Japan Post Bank, total
sales handled through Japan Post Co. are as follows.

* Including no-load products from fiscal year ended March 31, 2016

Fiscal years ended March 31

(Number of sales) ~ ——@—— Number of trusts sold I Monetary amount (Millions of yen)
196,631

1,000,000 200,000
160,852 157,098
2
51
500,000 -100,000
0

2015 2016 2017
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n Life Insurance and Annuity Sales

Of the life insurance and annuity products sold by Japan Post
Insurance, total sales of newly contracted policies handled
through Japan Post Co. are as follows.

M Individual Insurance H Individual Annuities
Fiscal years ended March 31 Fiscal years ended March 31
(Number of sales) ———— Number of policies sold I Monetary amount  (Millions of yen) (Number of sales) ——«p—— Number of policies sold Il Monetary amount  (Millions of yen)
2500000 520,341 2.236.434 2,253,825 8,000,000 250.000 900.000
> — L 4
H 200,000
2,000,000 16,000.000 -
1,500,000 - 150,000 F 135811 ;
-14,000,000
6, 72 6, 10 7.1 58 R
1,000,000 (- 100,000 -
-300,000
500,000 72,000,000 50,000 |-
10,431
0 0 3891 |
2015 2016 2017 2015 2016 2017

B Merchandise Business

The sales of products and services sold through merchandise Fiscal years ended March 31

businesses such as catalog sales of Japan Post Co. are as follows. (Millions of yen)
150,000
112,934 114,551 117,766
100,000
50,000 -
2015 2016 2017
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2. Japan Post Bank Business Performance

n Key Financial Indicators

Fiscal years ended March 31 (Millions of yen)
2015 2016 2017 Notes:
Ordinary income 2,078,179 1,968,987 1,897,281 | 1-Japan Post Bank Co. implemented a 30-for-1 common stock split
Operating profit (before provision effective August 1, 2015. ) )
for general reserve for possible loan 519,998 385,897 354,087 2. The balance of deposits including accrued interest at the end of
losses) fiscal 2017 is ¥180,781,785 million (¥179,307.785 million at the end
- = of fiscal 2016 and ¥179,009,556 million at the end of fiscal 2015).

NE opgratlng piclE 519,998 385897 = 3. The capital adequacy ratio (non-consolidated, domestic standard)
Net f)rdlnary INEOME! 569.489 481,998 442,085 is calculated based on standards stipulated by Article 14-2 of the
Net income 369.434 325,069 312,264 Banking Act for the purpose of determining whether banks have
Capital stock 3,500,000 3,500,000 3,500,000 sufficient equity capital given their holdings of assets and other
Shares outstanding (thousands of shares) 150,000 4,500,000 4,500,000 instruments (Notification No. 19, the Financial Services Agency of
Net assets 11,630,212 11,508,150 11,780,037 Japan, 2006).
Total assets 208,179,309 207,056,039 209,568,820 | 4. The dividend payout ratio for the fiscal years ended March 31,
Deposits 177.710,776 177,871,986 179,434,686 2015 and 2016 are calculated by dividing the total dividend
Loans 2783.985 2.542.049 4,064,120 payment for the period by net income. The dividend payout ratio
Securities 156,169.792 144,076,834 138,792,448 for the fiscal year ended March 31, 2017 is calculated by dividing
Capital adequacy ratio (non-consolidat- dividends per share of common stock by net income per share.
ed, domestic standard) (%) 38.42 26.38 22.22 | 5.The number of employees excludes Japan Post Bank employees

— 5 assigned to other companies by the Bank but includes employees
Dividend payout ratio (%) 50.00 28.83 60.03 assigned to the Bank by other companies. The figures do not
Employees (persons) 12,889 12,905 12,965 include part-time employees.

Balances by Type of Deposit

1. Balances at the End of Fiscal Period

(Millions of yen, %)

March 31, 2015 March 31, 2016 March 31, 2017
Amount % Amount % Amount %
Liquid deposits 61053645 | 3435| 63834943 | 3588| 67.994923| 37.89
Transfer deposits 11,747.374 6.61 13,874,601 780 | 13052115 7.27
Ordinary deposits, etc. 48912826 | 2752| 49571866 27.86| 54550845| 3040
Savings deposits 393,443 022 388,475 021 391,963 021
Domestic Fixe(.:i-term deppsits 116,453,033 | 6552 | 113,852,874 | 64.00| 111280733 | 6201
operations Time deposits 13,569,920 763 | 11441153 643 | 10,065,156 5.60
TEIGAKU deposits, etc. 102881558 | 57.89 | 102410683 | 57.57| 101215576 | 56.40
Other deposits 204,097 0.11 184,168 0.10 159,029 0.08 o
Subtotal 177,710,776 | 100.00 | 177,871,986 | 100.00 | 179.434,686 | 100.00 2
Negotiable certificates of deposit - - - - - - 6"
Total 177,710,776 | 100.00 | 177,871,986 | 100.00 | 179,434,686 | 100.00 §
Interngtional Total _ _ _ _ _ _ | Notes: o
operations 1. Liquid deposits = Transfer deposits + Ordinary g
Total 177,710,776 | 100.00 | 177,871,986 | 100.00 | 179,434,686 | 100.00 deposits, etc. + Savings deposits )
[ Deposits including accrued interest 179,009,556 | _— | 179,307.785 | | 180781785] — |  Ordinary deposits, etc. = Ordinary deposits + 9]
Special deposits (equivalent to ordinary savings) '@'_
2. Fixed-term deposits = Time deposits + TEIGAKU Q

2 Average Balances deposits, etc. + Special deposits (Savings for

housing installments equivalent + Education
installment savings equivalent)

Fiscal years ended March 31 (Millions of yen, %)  TEIGAKU deposits, etc. = TEIGAKU deposits +
Special deposits (TEIGAKU savings equivalent)

2015 2016 2017 3. “Transfer deposits” correspond to “Current

Amount % Amount % Amount % deposits” and “TEIGAKU deposits” to “Other

Liquid deposits 61057460 | 3435| 62432860 | 3510| 65952601 | 36.79 deposits” in liabilities in accordance with the
Transfer deposits 11,365,224 639 | 12413131 697 | 13133438 732 Ordinance for Enforcement of the Banking Act.

Ordinary deposits, etc. 49296826 | 2773 | 49627508 | 27.90| 52429547 | 2924 | 4 Special deposits, which represent deposits

Savings deposits 395409 0.2 392220 0.2 389616| 021 received from the Management Organization

5 _ Fixed-term deposits 116441954 | 6552 | 115247,660 | 6479 | 113,138020| 63.11| ‘o Postal Savings and Postal Life Insurance, an

o;;):aeggﬁs Time deposits 14163314| 796 | 12339989 | 693| 10752770 599 't';d;g‘:;‘;e;‘;\,?:g':"t‘:at;at'v‘g:izzx omespond

TEIGAKU f:iepOSIts, etc. 102,276,763 | 5755 | 102906340 | 57.85| 102384806 | 57.11 organization by Japan Post.

Other deposits 211,981 0.11 187,548 0.10 161,233 008 5 special deposits (equivalent to ordinary savings)

Subtotal 177.711,397 | 100.00 | 177,868,069 | 100.00 | 179,251,855 | 100.00 are the portion of deposits received from the

Negotiable certificates of deposit — - — - - - Management Organization for Postal Savings and

Total 177,711,397 | 100.00 | 177,868,069 | 100.00 | 179,251,855 | 100.00 Postal Life Insurance corresponding to savings

International for time savings, TEIGAKU savings, installment

operations Total - - - - a B savings, savings for housing installments, and

Total 177,711,397 | 100.00 | 177,868,069 | 100.00 | 179,251,855 | 100.00 f?lucation igstallment sa(\j/ings thaht had reached

| Deposits including accrued interest 178911788 | _— | 179,226,520 | | 180668339 — | gjy J;;Tr]\ ?,Qstlwere passed on to the organization
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Loans by Category

1. Balances at the End of Fiscal Period

2. Average Balances

(Millions of yen)

Fiscal years ended March 31

(Millions of yen)

As of March 31, | As of March 31, | As of March 31, 2015 2016 2017
2015 2016 2017 , -
Domestic operations
Domestic operations
Loans on notes — — =
toans on notes - - - Loans on deeds 2,740,220 2,462,009 2,877,528
L 2,549,81 23187 866,
oans on deeds 549816 318798 =82 Overdrafts 232114 219,899 203,605
Overdrafts 234,169 219,951 198,009 .
: Notes discounted — — —
Notes discounted - - - Subtotal 2972334 2,681,909 3,081,133
Subtotal 2,783,985 2,538,749 4,064,120 , ,
International operations
International operations
Loans on notes — — =
Loz @ (eizs B B - Loans on deeds — 2,614 2,151
Loans on deeds — 3,300 — Overdrafts _ _ o
CraelEis - - - Notes discounted — — —
N i — — =
otes discounted Subtotal — 2614 2,151
SHleei] - 3300 - Total 2972.334 2,684,524 3,083,285
Total 2,783,985 2,542,049 4,064,120
n Balances by Type of Securities
1. Balances at the End of Fiscal Period 2. Average Balances
(Millions of yen) Fiscal years ended March 31 (Millions of yen)
As of March 31, | As of March 31, | As of March 31, 2015 2016 2017
2= e Al Domestic operations
Domestic operations 5
A — {igi?izengg"em 116,413,435 92,933,962 76,271,808
P & 106,767,047 82,255,654 68,804,989
ment bonds Japanese local
Japanese local overnment bonds 5570677 5517565 SR
o’f,emment ey 5525117 5,856,509 6,082,225 g
g Commercial paper 293,887 222,965 224,870
Commercial paper 226,986 204,995 233,998
Japanese cororate fgfgﬁse CRPREE 10999,777 10,334,756 10,476,477
bg’n s P 10,756,050 10,362,715 10,752,831
Japanese stocks 935 1,118 1,390
Japanese stocks 935 1,390 1.390 Other securitles o _ 545
Other securities - - 22 Subtotal 133278712 109010368 92,901,349
Subtotal 123,276,136 98,681,264 85,877,377 Interational operations
International operations Other securities 26,849,989 40,072,765 48,099,311
Other securities 32,893,656 45,395,569 52,915,071 Foreign bonds 16,653,595 19.778,504 19.527.484
Foreign bonds 18.817.706 19.829,503 (RS S Investment trusts 10,117,574 20,224,805 28,528342
Investment trusts 13,967,716 25,520,966 32,726,722 Foreign stocks _ _ _
Foreign stocks - - - Subtotal 26,849,989 40,072,765 48,099,311
Subtotal 32,893,656 45395569 | 52.915,071 Total 160128701 |  149083133| 141,000,661
Total 156,169,792 144,076,834 | 138,792,448
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B Over-the-Counter Sales of Japanese Government Bonds

Fiscal years ended March 31 (Millions of yen)
2015 2016 2017
Long-term bonds 45,243 28,127 1,024
Medium-term bonds 56,805 5815 0
Bonds for individuals 139,475 98,331 64,406
Total 241,524 132,275 65,430

a Domestic Exchanges

Fiscal years ended March 31 (Millions of yen)
2015 2016 2017
Remittances (thousands) Amount Remittances (thousands) Amount Remittances (thousands) Amount
Sent 24,252 21,769,194 26,793 23,586,237 27,897 21,516,587
Received 67,192 15,415,275 79,485 17,625,900 92,705 20,798,405

Note: All remittances are transferred through the Zengin Data Telecommunication System (Zengin System).

Transfer Deposits

Fiscal years ended March 31 (Millions of yen)
2015 2016 2017
Remittances (thousands) Amount Remittances (thousands) Amount Remittances (thousands) Amount
In-payment 1,171,772 68,295,736 1,170,468 64,521,205 1,164,002 51,150,496
Transfers 112,041 81,957,838 110,268 84,498,625 104,625 88,844,655
QOut-payment 120,517 56,831,965 119,168 51,293,715 119,980 43,221,766

o
(1]
3
B Ordinary Remittances and Postal Orders (TE/IGAKU KOGAWASE) 3
Q
=
(a)
Fiscal years ended March 31 (Millions of yen) o
O
2015 2016 2017 L
Remittances (thousands) Amount Remittances (thousands) Amount Remittances (thousands) Amount o
e 1607 34492 1224 26,028 1,209 22,556
remittances
Postal orders
(TEIGAKU KOGAWASE) 16,679 9,288 15,867 8,945 15,841 9,008
B Foreign Exchanges
Fiscal years ended March 31 (Millions of U.S. dollars)
2015 2016 2017
Remittances (thousands) Amount Remittances (thousands) Amount Remittances (thousands) Amount
352 1,112 334 1,223 314 1,169

Note: Foreign exchanges represent the total of international remittances and purchase of traveler’s checks. The purchase of traveler's checks was terminated as of May 2, 2016.

193



194

m Investment Trusts Sales (Contract Basis)

Fiscal years ended March 31

(Millions of yen)

(Millions of yen)

2015 2016 2017 March 31,2015 | March 31,2016 | March 31, 2017
(Ntﬁmbeggf)contracts 1,061 1164 1,251 !\Iumi)er oz
ousands |tnvets men . 665 69 749
Sales amount 377,000 427,085 544,399 fust accounts
(thousands)
Note: Figures have been rounded off. Net assets 1,118,791 1,135,550 1,310,151
m Other Businesses
Fiscal years ended March 31
Credit Cards
(Thousands) (Thousands)
2015 2016 2017 March 31, 2015 | March 31, 2016 | March 31, 2017
Number of cards 60 65 61 Outstanding 1,573 1,285 1,093
issued
Mortgage Loans (as intermediary)
(Millions of yen) (Millions of yen)
2015 2016 2017 March 31, 2015 | March 31, 2016 | March 31, 2017
Amount of new credit Amount of new credit
extended 34833 36369 39,908 extended 306,981 343350 383,259
(cumulative)
Japan Post Bank acts as the intermediary for Suruga Bank Ltd.'s mortgage loan business.
Variable Annuities Policies
(Millions of yen) (Millions of yen)
2015 2016 2017 March 31, 2015 | March 31, 2016 | March 31, 2017
Number of policies 11,987 17,220 17,731 z\clur;bleartpfeg)olicies 65,556 82.776 100,507
Sales amount 66,914 92,270 90,712 umuiativ
Sales amount 345,452 437,722 528,434

JAPAN POST GROUP Annual Report 2017
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3. Japan Post Insurance Business Performance (Non-consolidated)

n Sound Management Indicators

1. Core Profit

Core profit is a basic periodic earnings indicator for
life insurance companies. Core profit is determined by
insurance-related income and expenses such as insurance
premiums and others, insurance claims and others, and
operating expenses, as well as investment-related income
and expenses, which consist primarily of interest and
dividend income.

Our core profit for the year ended March 31, 2017 was
¥390.0 billion.

Core Profit  ¥390.0 billion

2. Consolidated Solvency Margin Ratio

Life insurance companies accumulate policy reserves to
provide for anticipated payment of insurance claims and
others. They also cover exposure to risks that can be
predicted under normal conditions within the scope of
these policy reserves.

The solvency margin ratio is an indicator by which
the regulatory agency determines whether or not an
insurance company has the sufficient financial resources
for its obligations to pay benefits in the event a normally
unforeseeable risk should materialize, such as a major
catastrophe or a stock market collapse.

If the ratio is less than 200%, the regulatory agency will
take prompt corrective action. On the other hand, if the
ratio is greater than or equal to 200%, it indicates that the
insurance company has satisfied one of the standards for
sound management.

Our consolidated solvency margin ratio as of March
31, 2017 was 1,290.6%, indicating a high degree of
management soundness. We will continue to take the
actions needed to maintain adequate financial resources
to fulfill our obligations.

Consolidated Solvency
Margin Ratio 1,290.6%

(Billions of yen)

Years ended March 31 2015 2016 2017
Core income (1) | ¥ 10,185.7 ¥ 9,653.5 ¥ 8,621.4
Insurance premiums and others 5,956.7 5413.8 5,041.8
Investment income (Note D 1,366.0 1,308.7 1,226.2
Reversal of policy reserves Note 2 2,719.2 2,805.7 2,246.8
Core expenses (2) 9.670.3 9,189.2 8,231.3
Insurance claims and others 9,059.5 8,550.4 7.550.3
(I’);cr:\éirssion for policy reserves and 14 01 0.0
Investment expenses Note ) 5.2 6.2 11.7
Operating expenses 5124 537.0 560.2
Core profit ((1)-(2)) A 515.4 464.2 390.0 -
Net capital gains B 64.1 4.4 (51.1)
Other one-time profits C (86.4) (55.6) (59.5)
Ordinary profit A+B+C 493.1 413.0 279.3

Notes: 1. Excluding the amount regarding net capital gains

2. Excluding the amount regarding other one-time profits (reversal of contingency reserve

and others)

(Millions of yen)

As of March 31 2015 2016 2017
Total amount of solvency margin (A) | ¥5,706,126 | ¥5547,846 |¥5,425,821
Capital stock, etc. 1,387,508 1,438,806 | 1,490,882
Reserve for price fluctuations 712,167 782,268 788,712
Contingency reserve 2,498,711 2,374,846 | 2,254,027
Catastrophe loss reserve — — —
General reserve for possible loan losses 77 71 59
(Net unrealized gains (losses) on
available-for-sale securities (before
taxes)-Net deferred gains (losses) on 703,549 505,374 399,297
hedges (before taxes)) X 90% (if
negative, X 100%) B
i i (0]
et x 5% (negatvex 100w | 00077 |  Gaw| 103 )
Sum of unrecognized actuarial §
differences and unrecognized prior 7,920 6,975 6,064 o
service cost (before taxes) g
Excess of continued Zillmerised reserve 406,267 442977 486,674 M
Capital raised through debt financing — — — O
Amounts within “excess of continued g,r
Zillmerised reserve” and “capital raised _ _ _ =
through debt financing” not calculated
into the margin
Deductions — — —
Other — — —
Total amount of risk (B)
— : : 694,064 706,591 840,767
VR R + R+ R0+ (Ro+ Ryt Ro) + Ri+ e
Insurance risk Ri1 163,796 159,046 153,070
General insurance risk Rs — — —
Catastrophe risk Re — — —
Underwriting risk of third-sector insurance Re 88,568 78,262 69,104
Small amount and short-term insurance risk  Ro — — —
Anticipated yield risk R2 184,450 170,717 158,838
Minimum guarantee risk R7 — — —
Investment risk R3 443,176 476,029 631,036
Business management risk R4 17,599 17,681 20,240
Solvency margin ratio
GV 100 1.644.2% 1.570.3% 1,290.6%
(1/2)X(B)

Note: These figures are calculated based on the provisions set forth in the public notification

No. 23 issued by the Financial Services Agency in 2011 and Articles 86-2 and 88 of the

Ordinance for Enforcement of the Insurance Business Act.

For the above figures as of March 31, 2016 onwards, the total amount of solvency

margin was partially amended in accordance with the Cabinet Office Ordinance No. 16

of 2016. (The figures as of March 31, 2015 provided above were determined based on

existing standards.)
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3. Status of Accumulation of Internal Reserves

Life insurance companies accumulate contingency reserve and
reserve for price fluctuations for the purpose of ensuring the
soundness and stability of management in the future. These reserves
provide protection against risks associated with changes in the
operating environment of the life insurance industry. Such changes
include fluctuations in prices of financial assets, the occurrence of a
major catastrophe and other events.

As of March 31, 2017, we had a contingency reserve of ¥2,254.0
billion and a reserve for price fluctuations of ¥788.7 billion, a total
of ¥3,042.7 billion.

In addition, as of March 31, 2017, we have additional policy
reserves to cover for a negative spread and other risks amounting
to ¥5,961.0 billion.

Total of Contingency Reserve and Reserve for Price Fluctuations ¥3,042.7 billion

4. Consolidated Real Net Assets

“Consolidated real net assets” is calculated by subtracting
liabilities, other than contingency reserve, reserve for price
fluctuations and other liabilities with equity characteristics, from
total assets measured at market value. The regulatory agency
uses consolidated real net assets as an indicator of an insurance
company’s financial soundness at the end of a fiscal period. A
negative figure might lead to an order to suspend operations or

other regulatory action. (Such regulatory action is not generally
taken if the amount after subtracting unrealized losses associated
with held-to-maturity securities and policy-reserve-matching
bonds is positive and liquid assets have been set aside.)

As of March 31, 2017, we had ¥12,763.1 billion in consolidated
real net assets, an amount deemed to be sufficient.

Consolidated Real Net Assets ¥12,763.1 billion

5. Net Unrealized Gains (Losses) on Securities

Net unrealized gains and losses on assets reflect the differential
between market value and book value.

As of March 31, 2017, Japan Post Insurance Co., Ltd. recorded
a net unrealized gain on securities of ¥7,700.5 billion.

We recorded a ¥380.7 billion net unrealized gain on money
held in trust and a ¥443.6 billion overall net unrealized gain on

available-for-sale securities. Although net unrealized gains on
available-for-sale securities are not recorded on the Statements of
Income, an amount deducting the tax-effect amount is recorded
on the Consolidated Balance Sheets as “Net unrealized gains
(losses) on available-for-sale securities” within net assets.

Net Unrealized Gains (Losses) on Securities ¥7,700.5 billion

(Unrealized gain)

6. Risk-Monitored Loans

Loans with repayment conditions that are not normal are termed
risk-monitored loans. None of Japan Post Insurance’s loans fall into
this category.

JAPAN POST GROUP Annual Report 2017



a Policyholder Dividends

Insurance premiums of life insurance policies are calculated
based on assumed mortality rates, assumed rates of return
and projected expenses for policy administration. If there is a
positive difference between the assumed and actual figures, the
surplus will be returned to policyholders in the form of dividends
(“policyholder dividends”) in accordance with the terms of their
respective policies.

For the year ended March 31, 2017, we posted a provision for
reserve for policyholder dividends of ¥152.6 billion.

Provision for Reserve for Policyholder Dividends

« ForJapan Post Insurance Policies, we accounted for a provision
for reserve for policyholder dividends of ¥15.6 billion.

« For Postal Life Insurance Policies, we posted a provision for
reserve for policyholder dividends of ¥137.0 billion under the
reinsurance agreement concluded with the Management
Organization, based on the performance of the category
related to the reinsurance. Policyholder dividends on Postal
Life Insurance Policies are determined by the Management
Organization.

¥152.6 billion

B Embedded Value (EV)

Embedded value (“EV”) is one of the corporate value indicators for
life insurance companies.

The profit-loss structure in the life insurance business involves a
loss at the time of sale and profit over a policy’s duration. A loss occurs
temporarily at the time of sale, caused by a considerable amount of
expenses generally incurred with the sale of a policy. Future profit is
generated as the policy’s long duration serves to provide revenues
over a long period of time, covering these initial expenses.

Under the current statutory accounting practices in Japan,
gains and losses are recognized as they occur in each fiscal year.
EV, on the other hand, is used to represent the present value of
gains and losses that cover the entire duration. EV is the sum of
the adjusted net worth (ANW), which reflects gains/losses from
business activities in the past, and the value of in-force covered
business (VIF), which is the present value of the expected future
profits from the in-force covered business.

Since the end of the year ended March 31, 2013, Japan Post
Insurance Co., Ltd. has been disclosing EV calculated on the basis
of the European Embedded Value Principles (“EEV Principles”)
as additional information supplementary to the financial data
provided under the current statutory accounting practices.

The EV of Japan Post Insurance Co., Ltd. as of March 31, 2017
was ¥3,355.6 billion, an increase of ¥204.6 billion from March 31,
2016.

Embedded Value (EV)

(Billions of yen)

As of March 31 2015 2016 2017
EV ¥36137 | ¥3151.0 | ¥3,355.6
Adjusted net worth 1,739.6 1,894.3 1,965.2
Value of in-force covered business 1.874.0 1.256.7 1,390.4
Years ended March 31 2015 2016 2017
Value of new business* ¥ 1549 ¥192.7 ¥ 36.8

* Value of new business is the present value of the future profits, as at the time of
sale, expected from the new business obtained during the said fiscal year.

Notes: 1. The risk-free rate is an important assumption for the valuation of life
insurance liabilities. Regarding the level of interest rates at longer
durations, for which sufficiently liquid markets and reliable data are not
available, we had previously taken an approach of setting the assumed
forward rate to be constant at and beyond the last duration for which
market data are available.

However, in light of the points below, from the EV as of March 31, 2016,

and the value of new business for the fiscal year ended March 31, 2016,

we have adopted an ultimate forward rate assumed to converge over a

period of time to a fixed ultimate level, commonly set based on

macroeconomic or other methods.

* In the previous approach, any change in the level of the risk-free rate at
the last available duration of the market data resulted in a significant
impact on the valuation of long-duration insurance liabilities.
Considering recent movements in the risk-free rate, use of an ultimate
forward rate approach should result in more stability than the previous
approach.

* The method utilizing an ultimate forward rate is being considered for
adoption as an extrapolation method for interest rates at longer
durations in international regulations as well.

For consistency of valuations, the EV as of March 31, 2015 and value of

new business for the fiscal year ended March 31, 2015, have been

reevaluated based on the same revised method.

. From the fiscal year ended March 31, 2017, we have opted to calculate the
value of new business as the difference between EV calculated on the
basis of gain/loss of total in-force covered business if new business had
been obtained, and EV calculated on the basis of gain/loss of total
in-force covered business if new business had not been obtained. For
consistency of valuations, the value of new business for the fiscal year
ended March 31, 2016 has been reevaluated based on the same revised
method.

N

¥3,355.6 billion

We requested a third party (actuarial firm) with actuarial expertise and knowledge to review the methodology and assumptions used to calculate the EV results and obtained
a written opinion verifying the validity. For details of this third-party opinion, please refer to our website. The calculation of EV is based on many assumptions, including future
outlook, which involves certain risks and uncertainties. Since actual performance may differ materially from the assumptions, we strongly recommend that users exercise caution.
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n Insurance Policies

During the year ended March 31, 2017, Japan Post Insurance Co.,
Ltd. sold 2.44 million individual insurance policies with a total policy
amount of ¥7847.4 billion. Annualized premiums of individual
insurance policies amounted to ¥507.9 billion, whereas annualized
premiums related to third-sector insurance amounted to ¥55.7
billion.

As of March 31, 2017, Japan Post Insurance Co., Ltd. had 17.15
million individual insurance policies in force with a total policy
amount of ¥50,097.9 billion. Annualized premiums of individual
insurance policies amounted to ¥3,207.9 billion (or ¥4,979.6 billion

New Policies

when reinsured Postal Life Insurance Policies (Insurance) are
included), whereas annualized premiums related to third-sector
insurance amounted to ¥333.8 billion (or ¥736.1 billion when
reinsured Postal Life Insurance Policies are included).

Regarding the Postal Life Insurance Policies received from
the Management Organization in the form of reinsurance, as of
March 31, 2017, policies reinsured by Japan Post Insurance Co.,
Ltd. amounted to 14.41 million insurance policies with an insured
amount of ¥38,605.4 billion and 2.24 million annuity policies with
an annuity amount of ¥799.1 billion.

Policies in Force

B Number of Policies, Policy Amount and Composition by
Product (Individual Insurance)
For the years ended March 31

(Millions of policies) ‘ —— Number of policies B Policy amount ‘ (Billions of yen)

25 Zif‘___zg‘-?—/iﬁ“ - 8,000

20
7844 6000

741684
71002l5

15
4,000

10
- 2,000

05t

2015 2016 2017

For the years ended March 31

2017 14.2%

20/

PINEY 1237

M Ordinary whole life insurance
Special whole life insurance
® Whole life insurance with nursing care benefit
@ Ordinary term insurance
M Ordinary endowment insurance
M Special endowment insurance

A Others

B Number of Policies, Policy Amount and Composition by
Product (Individual Insurance)
As of March 31

(Millions of policies) ‘+ Number of policies M Policy amount‘ (Billions of yen)

20 - 60,000
17.15
15+
- 40,000
10+
- 20,000
5 | -
2015 2016 2017
As of March 31
2017 - 108%
_ J ‘
0.0%® @0.0% 0.4%4¥- 0.5%A
8.4% 0.0%A

0.0%®——@0.0% 4%0J O6%A
7.3%
0.0%®——@0.0%

0.0%A

@ Designated endowment insurance

M Educational endowment insurance

A Educational endowment insurance with scholarship annuity
Educational endowment insurance (H24)

Note: The number of policies and policy amounts do not include the Postal Life Insurance Policies that Japan Post Insurance Co., Ltd. has received from the Management

Organization in the form of reinsurance.
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B Performance Overview

1. Assets

As of March 31, 2017, total assets of Japan Post Insurance Co., Ltd.
amounted to ¥80,336.4 billion, a decrease of ¥1,207.2 billion from
¥81,543.6 billion at the previous fiscal year-end.

As domestic interest rates shifted downward, we increased
investments in risk assets, such as foreign securities and stocks.

Corporate and government bonds [Decrease]
For corporate and government bonds, we limited investment
based on the domestic interest rate environment. In this context,
we made some investments mainly in super long-term bonds
capturing a rise in interest rates in the latter half of the year.

As a result, corporate and government bonds amounted to
¥57,658.1 billion, a decrease of ¥2,162.9 billion from ¥59,821.0
billion at the previous fiscal year-end.

Stocks [Increase]
For stocks, we commenced in-house investment starting in the
second half of the fiscal year ended March 31, 2017.

As a result, stocks amounted to ¥59.3 billion, an increase of
¥58.3 billion from ¥0.9 billion at the previous fiscal year-end.

Foreign securities [Increase]

For foreign securities, in view of the trends of both domestic and

foreign interest rates, with the aim of raising investment income,

we increased investments with a focus on hedged foreign bonds.
As a result, foreign securities amounted to ¥4,351.7 billion,

an increase of ¥662.9 billion from ¥3,688.8 billion at the previous

fiscal year-end.

Other securities [Increase]
For other securities, we expanded investment in global credit and
other funds, in line with diversification of asset management.

As a result, other securities amounted to ¥1,417.1 billion, an
increase of ¥1,317.0 billion from ¥100.0 billion at the previous fiscal
year-end.

2. Asset Management Yield

Years ended
March 31 2015 2016 2017
Yield 1.70% 1.62% 1.50%

Note: Asset management yield includes capital gains and losses, etc.

Money held in trust [Increase]

For money held in trust, investments were carried out with close

attention paid to market trends. With the aim of raising investment

income, we increased investments, centering on domestic stocks.
As a result, money held in trust amounted to ¥2,127.0 billion,

an increase of ¥482.4 billion from ¥1,644.5 billion at the previous

fiscal year-end.

Loans [Decrease]
For loans, we provided loans including syndicated loans, loans
to local governments and policy loans. The amount of loans
decreased due to the repayment of loans to the Management
Organization.

As a result, loans amounted to ¥8,060.9 billion, a decrease of
¥917.5 billion from ¥8,978.4 billion at the previous fiscal year-end.

B Composition of Assets (Non-Consolidated)

As of March 31
(Billions of yen)

100,000 -
849119 81.543.6
———Cash and —— Cash and 80,336.4 _Cash and
80,000 - deposits/ deposits/ /deposits/
call loans call loans call loans
2,651.3 (3.1%) 2.216.0 (2.7%) 1,510.1 (1.9%)

Receivables Receivables Receivables

under under under
securities securities securities
60,000 borrowing borrowing borrowing

transactions
2,720.8 (3.2%)

transactions
3,520.7 (4.4%)
Monetary
claims bought
27.5 (0.0%)
Money held

in trust
2.127.0 (2.6%)
Stocks

59.3 (0.1%)
Foreign
securities
4,351.7 (5.4%)
Other securities

transactions
3.008.5 (3.7%)

Monetary
claims bought
449.0 (0.5%)

Monetary
claims bought
430.1 (0.5%)
Money held
in trust
1.644.5 (2.0%)
Stocks
0.9 (0.0%)
Foreign
securities
3,688.8 (4.5%)
Other securiti

40,000

Money held &
in trust
1.434.9 (1.7%)
Stocks

0.9 (0.0%)
Foreign
securities

20,000

Loans 9%) Loans
9977.3 19614 (2.3%) 89784 1000 (0.1%) 1.417.1 (1.8%)
(118, el (105~ Other 80609 Gther

. 1:401.0 (1.7%) ey 1,654.9 <2.o%)W 1,6037 (2.0%)
2015 2016 2017
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