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Interest Rate Impact
Long-term interest rates Total, % per annum, Nov 1972– Feb 2017

Japan life insurance 

companies insolvent

EU life insurance 

companies insolvent



24 April 2017 4

Interest Rate Impact

Japan

Persistent low interest rates

Asset Liability mismatch

Products with long term 
minimum guarantees

Key Drivers of Instability



24 April 2017 5

Interest Rate Impact -- Japan

Japan
Scenario of Long-term 

low interest rate
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Interest Rate Impact -- Japan

Challenges

Late 1980s -- an asset price bubble in which real estate and 

stock prices were inflated to a great extent.

Market

Companies supplemented bond investment by 

investments in equities, loans and real estate as the 

Japanese government did not issue many bonds with 

long maturities

Asset

Life insurance companies issued long-term life 

insurance and annuity policies with guaranteed fixed 

interest rates of 4%-6%.

Product
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Interest Rate Impact -- Japan

Shifts in the 

investment 

portfolio 

allocation

01

Creation of new 

distribution 

channels

02

Changes in the 

product mix

03
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Interest Rate Impact -- Germany

Germany
Max interest rate 

assumption is 0.9% 2017, 

but was 4% in the past. 

ZZR of around 4% RSV is 

expected to be added 

each year 2017-2019 .
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Interest Rate Impact -- Germany

Shifts in the 

investment 

portfolio 

allocation

01

New Product 

Strategy

02
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Interest Rate ImpactProduct Strategy
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Product Innovation

Replacing traditional saving-

type products with alternative 

guarantee concepts

Focusing on protection-type 

products

Address the implications of the low interest 

rate environment and the capital 

requirements for long-term guarantees

Shift in allocating investment 

portfolio
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Product Innovation
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Product Innovation
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Life Product Innovations

Less risky

More investment return

Investment 

linked

Traditional 

Guaranteed 

Return

Products: 

• Could be shift between Traditional and Investment-linked

• Easy-understood Protection Benefit / Low Premium 

• Investment - linked: Simple / Transparent / Flexible

• Provide supplementary investment enhancements

Product Innovation
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Life Product InnovationsProduct Innovation -- TraditionalProduct Innovation – Traditional Guarantee
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Interest Rate ImpactProduct Innovation – Investment linked
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Product Innovation – Investment linked
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Life Product InnovationsProduct Innovation – Investment linked



25 April 2017 20

Interest Rate ImpactProduct Innovation – New Traditional
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Interest Rate ImpactProduct Innovation – Hybrid
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Product Innovation – Hybrid
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Hybrid product with dynamic allocation:

Risky asset

UL fund

In bear market,  

allocation in risky 

assets tends to be 

lower

In bull market,  

allocation in risky 

assets tends to be 

lower

Risky asset

UL fund

Product Innovation – Hybrid
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Product Innovation – Other
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Product Innovation – Other
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Innovative Product

Innovative Distribution Approaches

Outlook
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