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m Japan faces a dramatic population decrease due to the declining
birthrate and aging population

e Japan'’s population will have shrunk by 30% by 2055
e People aged 65 and older will account for 40% of the total population
Fig. Actual and projected population of Japan by age, 1950-2055

ten thousand people

14,000 75 and over 2010
6574 12,806
A 2030
12,000 20-64 1,430 11,522
under 19 }:(11.2%) A
1,528 2,266
10,000 | ¥ (11.9% (19.7%) 2055
A L 7 8,993
11,401
8,000 |- L (12.2%) 23817
A (26.5%)
6,000 7.497 1,260
’ i ! {(14.0%)
(58.5%) 6,305
(54.7%)
4000 | 4,290
(47.7%)
v
2000 | A !
0 2 JUa35% L (11.7%)

1950 1960 1970 1980 1990 2000 2010 2020 2030 2040 2030

Source: National Institute of Population and Social Security Research,2011, Ministry of Internal Affairs and Communications in Japan,2010



Population Trends <@

RESEARCE

m Elderly households will account for 40% of the total households
In Japan in 2030

m Single elderly households have been increasing

Fig. Actual and projected number of total households (left axis) vs. elderly
households broken down by household type (right axis) in Japan,1980-2030
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= Japan has the highest percentage of elderly people in
Asia

Fig. Actual and projected percentage of elderly people in Asia
. the 10 highest countries in 2010, 1950-2055
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m Rate of unmarried people has been rising in Japan

Fig. Rate of unmarried people in Japan by age and gender,

1980-2010
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m Dating with the opposite sex has been turning negative
m “Herbivore men” and single women have been increasing in Japan

Fig. Rate of unmarried men and women not dating
with the opposite sex in Japan by gender
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m Average age of first marriage has been increasing
= Birth rate has been decreasing

Fig. Average age of the first marriage
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m Though Japan had the lowest birth rate, recently the birth rates of Hong
Kong, Macao, Singapore and Republic of Korea have been lower than
that of Japan

Fig. Actual total fertility rate in Asia: thel0 lowest countries
in 2005-2010, 1950-2010
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m Female college enrollment rate has been rising In

Japan
Fig. College enrollment rate in Japan by gender
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m The number of dual-income households has surpassed that of
single-income households with a housewife in Japan since
around1995 due to rising female college enrollment rate and the

recession

Fig. Number of single-income households with a housewife

and dual-income households in Japan, 1980-2011
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m Japan's life insurance market has been shrinking due to
the declining population, declining birth rate, tendency
of late marriage and rising unmarried rate

Fig. Amount of policies in force of individual life insurance in Japan,
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The life insurance penetration in Japan is higher than
In almost all other Asian countries

Fig. Life insurance penetration in Asia
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How large will the market size be?

Based on the projected population shrinking
by 30% by 2055, it Is estimated that the size
of Japan’s life insurance market will shrink
accordingly.

We try to estimate the number and amount of
iIndividual life insurance of new policies and
policies in force up to 2055.
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Calculation procedure

New policies
Projected population
Number
NNtime,gender,age = (NNZOOQ,gender,age / I:)2009,gender,age)(Ptime,gender,age)
Amount
NAtime,gender,age = (NAZOOQ,gender,age/ I:)2009,gender,age) (Ptime,gender,age)

Policies in force

Number C lled and invalid polici
ancelied and invalla policies
I:Ntime = FNt-l t NNt' DI\Itime
Amount
| I:Atime = |:At-l + NAt' DAtime

The actual number and amount of policies in force broken down by age and gender
are not available, therefore we calculated only the total number and amount.

Source: Calculated by using The Life Insurance Association of Japan, 2011, and National Institute of Population and Social Security Research,

2010
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m  Total population will decrease to 70% of the present by 2055

Population of people under 40 will decrease monotonically

= Population of people over 40 will initially increase due to the
Influence of the Baby Boomer generation and their children,

and then decrease
Fig. Projected population of Japan by age, 2012-2055
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m  The number of new policies will decrease by 40% by 2055

e People under 40 make up a high percentage of the number of
new policies. Therefore the decrease in the population of
people under 40 will influence the total number of new

policies.
~~ m The ane comnosition will shift  Fig. Age composition of new policies of
Fig. Projected number of new policies of individual life insurance in Japan,
individual life insurance in Japan, 2012-2055 2015 vs. 2025, 2035, 2045 and 2055
300  ten thousands ten thousands_ 1400 0 20 40 60 80 10?
30-39 40-49 2015 .
250 r Total (right axis) 71290 >
1 1,000 2025 175
200 |
20-29 - 800 %
150 |- 2035 16.2
50-59 -4 600 /
100 - under 10 T 2045 63 [ 17.0 143
N ® ] /
s0 | 10-19 200 2055 145
/’ | ] ] I I ]
0 bt 0 10-19 20-29 30-39 40-49 50-59 60 and over
2012 2017 2022 2027 2032 2037 2042 2047 2052 under 10

Source: Calculated by using The Life Insurance Association of Japan, 2011, and National Institute of Population and Social Security Research, 2010



20 Effects of Declining Birthrate and Aging Society on Life Insurance 4:>

RESEARCE

m  The small population size of young people who tend to make
higher volume policies will decrease by 50% by 2055

m  The age composition will be older, but not so much compared with the
number of policies

Fig. Age composition of new policies of

Fig. Projected amount of new policies of individual life insurance in Japan,
individual life insurance in Japan, 2012-2055 2015 vs. 2025, 2035, 2045 and 2055
icrillions of yen trillions of yen 70 0 20 40 60

18 + 0-39 60 2015 3.3|GH 22.0
16 - Total (right axis)
14 |- 4 50 2025 3.0F# 20.7
12
149 2035 343 19.7
10 -
8 | 60 and over 130
2045 3.0k 211
6 | 50-59 \ T 00
: M #HHHW? 1o 2055 2988 19.8
M—_ v v Vﬁ‘Q—Q—Q—Q—Q_H_‘ / | |
0 l\Jn\d\e\r ‘1‘0‘ T Ty | () /10'19 20‘29 30'39 40'49 50'59
2012 2017 2022 2027 2032 2037 2042 2047 2052 under 10 60 and over

Source: Calculated by using The Life Insurance Association of Japan, 2011, and National Institute of Population and Social Security Research, 2010



21 Effects of Declining Birthrate and Aging Society on Life Insurance 4:>

RESEARCE

The number of policies in force will be 90% of the current number

The number of policies in force has been increasing with private medical life
insurance in recent years

For the present, the increasing tendency of private medical life insurance
influences the total number, but after a while it will start to decrease

The amount of policies in force will decrease by 50% by 2055

Fig. Projected number and amount of policies in force

of individual life insurance in Japan, 2012-2055
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m Despite the recession and the decreasing population,
sales of convenience store has been increasing.

Fig. Convenience store sales (left axis) and
convenience store customers (right axis) in Japan, 2008-2011
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7-Eleven customers have aged faster than Japan's

population.

Japan’s leading convenience store operator ]

Fig. Number of customers of 7-Eleven in Japan
and population of Japan by age, 1999 vs.2011
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in Japan

The number of senior and female customers has increased in the
fresh food-type Lawson stores

The second largest convenience-store operator in Japan ]
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m Alcoholic beverage market has been shrinking in Japan

m Consumer’s preferences for alcoholic beverages have
been changing in lower alcoholic ones

Fig. Breakdown of alcohol consumption in Japan
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Ratio of drinking habits has declined among young men
and women, as well as among the men under 60-year-
olds.

On the other hand, it has risen among over 60-year-olds.
Fig. Ratio of drinking habits by gender and age, 2003 vs. 2010
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Japan’s non-alcoholic beverage market has been growing in recent
years

Non-alcoholic beverages are consumed as not only an alternative
of alcoholic beverages, but also are enjoyed by people who
abstain from alcoholic beverages

Fig. Actual and projected consumption of non-alcoholic beverages
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= Demographic Trends in Japan

e Japan faces a dramatic population decrease due to the
declining birthrate and aging population

e Elderly population has been increasing

m Elderly households will account for 40% of the total households
in 2030, and single elderly households have been increasing

e Birth rate has been decreasing

® Rate of unmarried people has been rising
@ Dating with the opposite sex has been turning negative
¥ “Herbivore men” and single women have been increasing
®m Average age of first marriage has been increasing
€ Female college enrollment rate has been rising

¥ The number of dual-income households has surpassed that of
single-income households with a housewife
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m Effects of the Declining Birthrate and Aging Society on
Life Insurance

e Japan's life insurance market has been shrinking due to the
declining population and birth rate, tendency of late marriage
and rising unmarried rate

e The amount of policies in force will decrease by 50% by 2055

m Business Case Studies of Declining Birthrate and
Aging Society in Japan
e Convenience store sales have been increasing

e The reason for the increase is that the convenience store operators
realized the demographic trends ahead of the actual changes and
adopted effectively

e Alcoholic beverage market has been shrinking

e On the other hand, sales of non-alcoholic beverages have been
increasing rapidly due to the changes in consumer's preferences
and demographic trends
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m Although the existing market is shrinking, we have to
learn from other industry’s case studies, and adopt a
proactive approach to increase new targets such as
elderly people or unmarried people by recognizing the
demographic trends quickly and accurately.

= By so doing, we might be able to mitigate or change
the expected market shrinking scenario to some
extent.
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