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Insurance Market in Japan

1996 New Insurance Act Market Liberalization start Competition intensify
Market reorganized

Insurance Company

domestic 30 / foreign 22 N TokloMarle @ = OIC0 9

Insurance Agents 630,000 (1996) = 190,000 (2016)
Car Dealers 52% / Pro Agent 19% / Real Estates 12% / Travel Agent 1% / Banking 1%

Motor, voluntary 34.3%

M cALl 5.9%
Marine 47%

M Others 17.1%
Liability 19.6%

B Property, commercial 18.4%

Direct premiums:

9,279.0 billion yen

Net premiums:

8,380.6 billion yen
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Historical Event for Insurance Market

1995 Jan 78 bill JPY 2011 March 1,283 bill JPY
Great Hanshin Awaji Earthquake/ Kobe Earthquake  Great East Japan Earthquake

1991 Sep 568 bill JPY 2018 Aug 1,068 bill JPY
Typhoon No.19 — Typhoon No.21 — )
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http://agora.ex.nii.ac.jp/digital-typhoon/summary/wnp/s/199119.html.ja



Historical Event for Insurance Market

Amount Hydrolog Amount

Great East Japan 11t March 2011 1,283 Typhoon Osaka, Kyoto, Sep. 2018 1,068
Earthquake No.21 Hyogo
2 Kumamoto Earthquake 14t April 2016 386 2 Typhoon  All Japan Sep. 1991 568
No.19
th
3 North Osaka Earthquake 18™ June 2018 107 3 R Al e Sep. 2004 387
. " No.18
4 Great Hanshin Awaji 17t Jan. 1995 78
Earthquake 4 Heavy Kanto region Feb. 2014 322
Snow
5 Hokkaido East 6th Sep. 2018 39
Earthquake 5 Typhoon Kyushu region Sep. 1999 314
No.18
6 Typhoon  Tokyo, Sep. 2018 306
No.24 Kanagawa,
Shizuoka
7 Heavy Okayama, July 2018 196

Rain Hiroshima



Public Support for Personal Line / Community

Fire
Earthquake Insurance x Lightning
1964 Niigata Earthquake lead to Earthquake Insurance Law E’;E'\:’/S'O”
Funded by government. Only for Personal Residence and Property Wind
Additional coverage with FIRE INSURANCE /\ Flood
Amount Insured 30%-50% mﬂﬂ
If your house amounts 10Mill JPY EQ covers 3-5Mill JPY 52;;haqmu?ke

Volcanic eruption

Payment 4 types (Total loss 100%, Large half loss 60%, Small half loss 30%, Partial Loss 5% )
Rate depends on the region and building structure.
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P iz REINSURANCE SCHEME (APPLICABLE TO EARTHQUAKE, ETC. THAT
TAKE PLACE AFTER APRIL 1, 2017)
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Public Support for Personal Line / Community

Earthquake Insurance

20 rgest Claims Paid for Earthquake Insurance on Dwelling Risks (in billions of yen H el p h ouse h o | d s reconstruct t h ei r

| Earthquake (Reglon name) Date : Claims Paid *'

1 The 2011 eff the Pacitic coast of Tohoku *2 812,000 houses ~ Mar. 11, 2011 1,279.5 ||Ve||hOOdS.

2 The 2016 Xumamoto 206,000 houses Apr 14, 2016 382.4 . . . .

3 yogo-kenNonbu 65,000 houses Jun 17, 1995 3 Especially avoid double loan situation.

a Miyagi-ken-oki *3 31,000 houses  apr 7,2011 324

5 Fukuoka-ken Seiho-oki 22,000 houses Mar. 20, 2005 17.0

6 Gelyo ‘ Mar. 24, 2001 169

7 Niigata-ken Chuetsu Oct. 23, 2004 149

8 Niigata-ken Chuetsu-olo Jul. 16, 2007 82

9 Fukuoka-ken Setho-oki _ Apr. 20, 2005 64

10 Tokache-Glo | Sop. 26, 2003 6.0

80 .
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Public Safety enhanced by Building Inspection System

Require Insurance Policy for pledge

Banking Loan <— —  Home Insurance
Require Inspection Cert Public Safety

b Lower the risk Good coverage
'J Collect data Enhance

‘ ‘ stabilization

House Owner
Reliable

Building Inspection System

Standard

Health

Environment Earthquake




As for Commercial Line

[ putomonte | ()
- @Fire/ﬂood/wind
. ©

camprn |

Earthquake
Cover
4 . N\
Business
Interruption
Errors & |
. Omissions
Directors & |
N Officers )

https://www.swissre.com
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®

M Commercial lines 48
Personal lines 52

E ti Top risk concerns doing business in
ruption Japan. 2018

Tsunami Cyberantacks

R R

Natural catastrophes

Interstate confiict

Fiscal crisis

Terrorist attacks

Critical information infrastructure breakdown

Energy price shock

Extreme weather events

Motor, voluntary 34.3%
W CALI 5.9%
Marine 47%
B Others 17.1%
Liability 19.6%

M Property, commercial 18.4%

Misuse of tachnology

Fallure of financial mechanism or institution

Source: World Economuc Forum
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Figure 4

. Insured vs Uninsured Loss
Insured vs uninsured losses,

1970-2018, in USD billion at 450
2018 prices 400
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Natural catastrophe risk
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Low Impact

Major issue for Commercial Line remain at the core of property risks.
Asset losses or disruption to production can reduce reliability and credit might lead to bankruptcy.

In addition to human and property loss, disruption to business operations and loss of output, Business
Interruption risk has become a major concern for businesses.

While earthquake cover was supported by government for personal lines, insurance company provide
the coverage very limited and in high rate of premium.

Therefore the coverage of EQ and Bl for the commercial line is very low in Japan. "



Supply Chain Reaction by Indirect Losses

GEJE 2011 related Bankrupt

As of 24th Feb 2016 X
= X
Total 1,699 firms X X
337 private companies to go bankrupt X
within six months. Xx
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http://www.tsr-net.co.jp/news/analysis/20160225_01.html
12



Risk Control --------- Government Strategy on Business Continuity by 2020

€ Raise Business Continuity Planning adoption ratio
Large scale companies 18.9%(2007) > 100%
Medium scale companies 12.4%(2007) > 50%

€ Cabinet Office published several guidelines
e.g. “BCM Guideline (2005) “ >>> version 3 published in 2014
http://www.bousai.go.jp/kyoiku/kigyou/keizoku/sk 04.html

€ 1S022301/22313 Business Continuity Management System (2012)

€ JIS Q 22301/ JIS Q 22313 Business Continuity Management System (2012)

Large Scale Companies Medium Scale Companies

2013

2013 .12!-_

2011

2009

|
2007 —m— , 2007
0% 20%%6 40% 60% 80% 100% 0% 20% A0% 60%
® Already Have BCP = Now Building BCP » Planning to Build BCP = Already Have BCP = Now Bullding BCP
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80% 100%

= Planning to Bi‘3“d BCP

= No Plan to Build BCP = Donot know about BCP = No Plan to Build BCP # Donot know about BCP



http://www.bousai.go.jp/kyoiku/kigyou/keizoku/sk_04.html

Resilient SME Act 2019

@ Establish framework to certify BCPs of SME and to raise awareness and strengthen
disaster response ability.

€ SMEs are able to
» Participate study workshop how to develop BCPs
» Get support from experts/consultants
» Tax merit when installing Disaster Risk Reduction facilities (depreciation)
» Low interest rate loan, Subsidy, Credit guarantee

14



Rating your BCP  Development Bank of Japan

€ How to measure the level of BCP/BCM?

€ [s ISO Certification enough? {® DB)
The solution of BCM rating e
Rating and communication ;: 100 questions

Disaster Risk Reduction

Corporate disasler prevention system

Life and safety preservation measures

Contribution to community and reglonal disaster prevention efforts
Disaster drills (emergency response, initial response, etc.)
Outstanding disaster prevention initiatives

TMmODO®D>»

Compiliance

Business Continuity Management

Preparation of basic policy, business continuity framework,
business continuity risk assessment

Business impact analysis (BIA)
Strategic thinking on business continuity

Outstanding components of business continuity plan

Risk management for supply chain and value chain

Business continuity education: training and review

Cooperation on BCM with others in industry

Communication and publicity activity on risk and risk management
QOutstanding initiatives in business continuity management

0232 rXxXe-I1I 0



Case from Development Bank of Japan

The solution of BCM rating

Product design, rating process

BCM rating

Y
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>k Under standard level on (1

Excellent

(1 + (2 = over 70% )

Good

(1) + 2 = over 50%)

Fair

(1) = over 60% )

> Disqualification
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Signals to stakeholders

[(BCM rating LOGO)
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The solution of BCM rating
: 27 7deals & 29.9USDbillion «2012ry-2016FY)

Track records
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{®DB)

The solution of BCM rating
Feedback: The communication tool to CEO,CRO and CFO

Disaster Prevention Plan SA M P l_ E
Total Assaessment 1.00

Emergency Response and Operations

Financial Stability (Using Risk Finance) Secondary Disaster Prevention Plan

Information Disclosure about Business Continulity 3 Compliance

Crisis Communications to Stakeholders | , Durability of iImportant Property

Reslllence of Supply Chaln

and Value Chain Distribution and Fungibllity of the

Head Office and Important Bases

Awareness and Training e

Programmes of Business Continuity Y Redundancy of Information Systems

Strategy of Business Continuity from a
Viewpoint of Stakeholder Management

Principle of Business Continuity and

Target Restoration Time Based Crisis Management Plan

N SUPRlY- Delysity FYEONMIDRY Risk Assesment for Business Continity
Understanding and Time Serles Analysis (Business Impact Analysis)

Sample Company
Aggregated Assessed Companies 2011 Fiscal Year Average 1.

18



e 2019 COUNTRY RISKMAP

Export Credit Insurance ( Guarantee ) T e's

® Marine Insurance / Cargo Insurance / Hull Insurance
Cover losses incurred from damage to exported cargo during voyage.

® Export Credit Insurance <

Covers risks that arise from trade transactions and overseas investment which not covered by marine insurance.
» Political Risks war, revolution, natural disasters, Restriction/prohibition of imports etc.

» Commercial Risks Buyer’s bankrupt

® Role

» Trade and Investment Insurance Act Established NEXI

Providing Sense of Security

The company will be able to continue conducting business activities without suffering great damages.
Not only protects business activities but contributes to the stable development of industries.

NEXI sETE mp vt mp 5 m)Fnn s sEEE e BEtsI—
1 Export Credit Insurance l Overseas Investment Insurance "
Investment
Inability to Export S _— Foreign Company
—_— (o} Affiliated C )
Japanese X WG T — X ¢ ( Ve'jzﬁtvgr::we‘ e:gpany
Exporter X & BRI Inability to

Inability to
Collect Receivables

Remit Dividends

Discontinuation of NEXI Nippon Export and Investment Insurance 19
X Business Activities



Way Forward

v" Personal Line ( Community )
e Regulation and standard with conformity assessment

v' Commercial Line ( Private Sector)
* Consider coverage of Earthquake Insurance

* Consider coverage of Business Interruption to secure supply chain
* Promote effective BCPs

v" Risk Control is the only way to reduce likelihood of the risk, not Risk Finance.
X3
@

TR,
Insurance Risk

N
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Thank you for your attention

Takahiro ONO
Mitsubishi Corporation Insurance
Asian Disaster Reduction Center

onotaco@gmail.com

T-on03792@mcic.co.ip
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