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OLIS 2024 Autumn: Risk Management

Time Lecture/Agenda
9:00-9:20 Opening Ceremony
9:30-12:00 Investment Risk Management at Life
Insurance Companies

12:00-13:30 Lunch
13:30-16:00 Operational Risk Management

9:00-11:30 Life Insurer's ERM in Japan

11:30-13:00 Lunch
13:00-15:50 Participants’' Presentation (1)

9:00-11:30 IT Risk

11:30-13:00 Lunch
13:00-13:30 Magic of Life Insurance (Video)

13:45-16:15 Undenwriting Risk Management

9:00-10:30 Internal Audit

10:40-11:30 Participants' Presentation @

11:30-13:00 Lunch
13:00-15:25 Participants' Presentation 3

15:30-16:00 Closing Ceremony

Program

Wednesday, October 23, 2024
18:00-19:30 Pre-Seminar Dinner
Thursday, October 24, 2024

Speakers

Mr. Hiroki Fukudomi
Manager
Risk Management Team
The Gibraltar Life Insurance Co., Ltd.

Mr. Masahirc Komatsuzak|
Function Leader
Risk management Function (Operational Risk)
Prudential Holdings of Japan,, Inc,

Friday, October 25, 2024

Dr. Nobuyasu Uemura
Professor of Faculty of Commerce
Fukuoka University

Cambodia, China, Indonesia, Korea, Malaysia
and Mongolia

Monday, October 28, 2024

Mr. Koichi Salto
Business Information Security Officer
System Control Team
The Prudential Life Insurance Company, Ltd.

Mr. Akihiro Fujibayashi
Appointed Actuary
The Gibraltar Life Insurance Co., Lid,

Tuesday, October 29, 2024

Ms. Nozomi Takahashi
Senior Audit Manager
Prudential Financial Inc., Japan Rep. Office/
Prudential Holdings of Japan
Ms. Sammi Liu
Senior Audit Manager
Prudential Financial, Inc.,
Japan Representative Office

Nepal and Pakistan

Philippines, Taiwan, Thailand, Uzbekistan and
Vietnam

*This seminar program is subject to change without prior notice
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« Liabilities are book value (Lock-in (basic rate is fixed at the + Both assets and liabilities are evaluated in a way that is
time of policy issuance)) consistent with the current financial market.

« Risk amount is calculated by multiplying the driver by a * The economic value-based solvency margin is defined as the
predetermined coefficient. difference between economic value-based assets and liabilities
Factor Method + The amount of risk is recognized as a change in the economic
Example: ordinary death risk =amount at risk X0.6%o value-based solvency margin (qualifying capital).

Solvenc ualifyin
Marglny Risk QCapflytnl 2 Risk
Amount f Amount
- »,
*\ -~ K
-~ TE T T Assets Y ‘kl-t . rrTrYTY
Asse! A based on ‘
2 economic
value Liabilities
Liabllities based on
economic
base
+ Liabilities are book value — The situation at the time of evaluation + Changes in policy reserves are considerad' the following advantages
is not reflected. can be obtained
+ Tha risk characteristics of individual companies are not reflected ¥ The future soundness of insurance companies can be assessed
v Differences in products sold ¥ Insurance companies’ risk management can be sophisticated
v Differences in scale ¥ Information on uniform economic value-based Indicators can be
provided
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Present Value
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Under the long-term nature and uncertainty of
(S liabilities CF, it is difficult to perfectly hedge

interest rate risk through CF matching.
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Qonvexity, |

Market P(r+Ar) 1 B o P'(r) FAF 1
Yelue: pry) P(r) 2!
change Taylor
Market Value rate development Modified
duration

(Primary
differential)

Market value
fluctuation of
assets and
liabilities due to

\\\ interest rate
\_\ fluctuation
\‘\
Price fluctuations due N
to duration \\Lgonvexity

P"(r) ‘

2
) xAr

+ o(Ar?) (Ar—0)

Convexity

(Secondary

differential)

Due to convexity, it is not
possible to follow large
fluctuations in interest rates.
In general, “liabilities
convexity > assets
convexity,” therefore interest
rate risk remains with
duration matching alone.

Interest Rate
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Decrease in P Ny
interest rate Bl Ipcreasein
== market
value
Cash
surrender Market
vailue (= Value of
Statutory V)  Liabilities

T
value (= \;:Imkm'

Statutory V) LA 1
) Liabilities

Cash
surrender
value (=

Statutory V)

Market
Value of
Liabilities

interest rate

)

-

Increase in interest rate

»To a more favorable product
—Insurance liabilities CF is brought
fe |

f duration and large

T

o

— der of fixed-interest insurance
|
|
|

(dynamlc surrender)
|

Decrease in interest rate

» fixed-interest insurance

—>Insurance Ilabnhlles CF is p oned
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Liabilities
Convexity DV01

e 4

When duration matching is performed using Hedge liabilities convexity by
only zero-coupon bonds, the market value utilizing receiver’s swaption.
fluctuation of assets can not follow the

market value fluctuation of liabilities.
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Risk Category in Japan

___________________________

E r Operational Risk _JE
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Summary of Operational Risk Management -

Admin System Legal Reputation
" Risk Risk __Risk Risk
- N of - M

<fEl * HA(EZEE b EEESR>



R EEFER T E A - BER S HET - FTbUER A E S ERSGE
21t WREE OGP ENEE - SUEEE S E R TERGHEHE o BT EEE T
AHEEE b - HEFFRA NI

(—) BBl EE 24 wE NS~ A8 BURMHE > EEE A = e B A
S8~ ZEFIRARE TR E CAVA EEE T - WHK)E PDCA(Plan-Do-Check-Act) i

% o

(2 slEb © fob BN E S MR R R - rT B E RS - BEA ~ B
Fe A RPERIFHEE - BEiGERE - HEERS 8 EER YT AR
Tk > HAM AR HTHERY - SRAVE > SREHEBE R - BLE% > MRHAFNE
SRESESE A IR B BE - B RIEREHEE > RS EENR S 5%
FEFAS PIBRFZERIR SR - PR A S R -

(=) BT Rewbfli @ AT R S8 AR R A ~ R RS AR TS > HEORIZE]
M EEML - 6 HINE R TEE I ETE -

(P9) S\ - B PR P A DR R B Ry > B PR A v e e e O R R s
Ry Al 27K o AT AR D TR AR B2 1 P RE 58 A JoRl e 1Y Vi A et o
b - Bl EBREERE G555 =07 (A PRE ~ SMEL) - FE R AR R AR R BN
F o HSRE BRI R b o A R

(Tn) BB s © AEEGETIHEE R ERE - B S BB 7 4 B P22 B i
bt LA EIHIREES R RN > ARIREE R A SRS EIF TR R - BT
2Tt B (18 JE b B S it S DDRE » B BB 2 B BLAE Y 2% JE AP A -
DERHMELE - I F = s -

TGRS e 4 SH 5% P 30 e S BB A 25 B (o A el 80 A > DAER A ST e (B
) > Ry T EAR R A SRy R B AL o H R B R - SHERER B RO — (IR
P CA R B B ) A B B o SR EERR T KBB4

8



FIEAHE ERYATR - RybfEfris e o ml
LEEE - Rl E g AE

HIRE R
FIEH T

N E 3
7 -

o T fl e H ARy = i
EfaERTA & E EEEDA DA EE SR R AT RE - A EIEFIECAR
O S ERE TR E) o G DA R RO

—HLEE

[EJ#th 16 (5 A AR [EI RS

LUV 18

1L T 5 5

—ERHHYE B

(T -

hERE
R

A8 JeR g

e

EWENE > FE RS b
UL B N E R > SR E

A - BARFE-EUEE

R

TR

HIEAS

HRRE > R B E A ERE > 1651 A

b ETEE S E AR ATATERFT - (b o] A5y el e

| Basic Policy for Risk Management |

Management of Operational and Other Risks | Local Framework ‘

Risk Category Specific Policy and Risk Management Programs

Admin

Rigk
Policy

Repu-

Tangible
Asot
Risk

Overlay of Enterprise Cosistent Operational Risk Management Framework |
(Introduced Operational Risk Manngm Guidelines)

Sub-

sidiary
Risk
Policy

Sty
eldiary
Risk

Model
Risk

PFI Framework |
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1 Risk Inventory
- = A — 5 e i
RCSA KRI Risk Events
(Risk & Control Self Assessments) ‘;-> (Key Risk indicators) @‘
|
= = = L = . ¥

Issues Management

i Sg:enano Analysns/Stress Test | 2 J

~ Emerging Risks/Top Risks ,

Reporting / Technology Enablement

(implementation of enterprise operational risk management tool )
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——
ERM Traditional Risk Management
Purpose Enhancement of corporate value with Avoiding and reducing losses
maintaining financial soundness
Covered All types of risk Specified risks
risks (Incl. emerging risks)
Or.ganizatio Not a specific division but the business Risk management division or other
nin charge s a whole (Company-wide activity) dedicated organization
Perceptio Integrated and consistent view of all Recognized by risk type
n of risk risks ( silo approach )
Respons Continuous activities Response as needed
e to risk ( closely related to business strategy )
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- Lens reconstruction surgery using multifocal intraocular lenses

(Created from materials of the Ministry of Health, Labor and Welfare's Advanced Medical Care Conference)
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Example of initial benefit suppression type insurance

Death Benefit Cancer Cancer Benefit

Il — Benefit Death Benefit
Policy Reserve ™, { P l

-
o
-
_—
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|

1. B<A<P ! 1 —> No action required

i1 N Accumulate "A-P" as contingency
2. BEPsA ~ [ ] reserves

Contingency Reserves

A Accumulate "A-B" as contingency
3. P<B<A I — . —> reserves and conduct a liability
B | } adequacy test

— Contingency Reserves
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Japan Chief Auditor
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