— Survey Results (Overview) —

FY2017 The Life Insurance Association of Japan Survey _ _ _
Approaches toward Enhancing Equity Value (Overview)

The Life Insurance Association of Japan has been conducting surveys continuously over a 44-year period starting in FY1974 regarding approaches toward
enhancing equity values from the perspective of shareholders and investors.

In FY2017, a questionnaire survey was conducted targeting 1,136 listed companies and 213 institutional investors, and requests from the Association were
summarized upon analyzing the current situation. In this survey, analyses were conducted mainly from the standpoints of how the awareness of companies and
investors differ with respect to various elements, by comparing the responses of both parties in relation to the same questionnaire items, as well as the changes in
items that have continued to be surveyed since the point in time when the respective items were introduced to the survey.

The Association believes that constructive dialogues and sharing of problem awareness by both companies and shareholders prompt corporate approaches oriented
toward medium- to long-term enhancement of corporate values. Based on the results of this survey and the 4 perspectives of corporate governance, management
strategies, financial strategies, and dialogues, in this fiscal year, the Association requests the following 12 items and 3 items of companies and investors, respectively.
Requests consist of continued requests from previous years, as well as one that was newly added this year, for companies to “enhance disclosure of ESG information.”

In addition, research activities for life insurance companies to conduct stewardship activities more effectively are being carried out, and an overview of these
activities is given in the Special Feature section.

As an overview, this booklet lists survey results and the requests of the Association in a simplified manner. For details regarding survey results, including the basis
and background of requests, please refer to the actual report.

The Association has expectations for this report to encourage medium- and long-term enhancement of corporate value, and consequently, a revitalization of the
stock market as a whole.

O Requests for companies O Requests for investors
@ (Changed) Establishment of PDCA cycle in managing Board of Directors @ (Continued) Promotion of dialogues from a medium- to
(Last FY: Enhancement of board evaluations and disclosure of their results) long-term perspective
@ (Changed) Enhancement of approaches where external board members can @ (Continued) Expansion of personnel necessary for
exhibit their expected roles and function fully S dialogues_ _ _ _ _ _ o o _____
(Last FY: Expansion of external board members) \ ® (Changed) Judgment on pros and cons of proposals
® (Continued) Disclosure of management plan that incorporates quantitative 0 based on the conditions of a company, and increased
goals and business strategies : transparency.of the voting process 3
@ (New) Enhanced disclosure of ESG information 1 (Last FY: Voting based on the C.Ond'ItIOI']S of a company,
® (Continued) Goal-setting and improvement of standards for ROE based on : and explanation of reasons behind judgment on pros and
capital costs . cons)
® (Continued) Active realignment of business portfolio that matches
management vision
@ (Continued) Use of cash reserves toward growth investment OOutline of questionnaire implementation
(Continued) Dividend payout ratio of 30% or higher as a constant standard for
the medium- to long-term Implementation period: October 4 to November 6, 2017
©® ((onntlnued) Sharing of contents of dialogues and active participation in For companies: <Sent> 1,136 listed companies <Respondeds> 581
ialogues by management
(Continued) Expansion of personnel necessary for dialogues companies (Response rate: 51.1%)
] © (Continued) Enhancement of explanations on proposal contents based also on For investors: <Sent> 213 institutional investors <Responded> 116
1 analyses, such as of objections from investors in relation to proposals from
. past FYs investors (Response rate: 54.5%)
1 @ (Continued) Improvement of processes for securing a period for examination
! of proposal contents for investors

The Life Insurance Association of Japan




Part 1: Chapter 1 (1) Effectiveness of Board of Directors (Main Text P4 to 8)

» Both companies and investors give “Evaluation of effectiveness of board of directors” as an approach that should be strengthened in the future [Graph 1]. Although there is a high level
of interest in this approach, since there was a large increase from the previous FY (approximately 50%) in the number of companies implementing evaluation of board of directors to
approximately 80% [Graph 2], rather than simply conducting evaluations, the implementation of concrete improvement measures based on the evaluations will be an important stage in
the future.

» Investors perceive “Expansion of external board members” and “Balance of experience and expertise of board of directors as a whole,” etc. as issues in improving effectiveness of the
board of directors, and a deviation from companies’ awareness can be seen [Graph 3]. In addition, many investors have expectations for enhancement of disclosed contents related to
“Evaluation of effectiveness of board of directors” [Graph 4]. As it is important to broadly validate measures related to managing the board of directors, including the perspectives of the
structure of board of directors, explain to investors how issues that have become distinct are going to be handled, and conduct approaches towards further improvements based on
feedback from investors, companies are requested to establish a PDCA cycle in managing the board of directors.

Graph 1: Items for which approaches will be strengthened (companies) / items that are
anticipated to be strengthened (investors) with regard to corporate governance]
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Graph 3: Issues in improving efficiency of board of directors (companies / investors)]
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[Graph 2: State of implementation of evaluation of board of directors (companies)]
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[Graph 4: Items for which disclosure contents are anticipated to be enhanced (investors)]
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Part 1: Chapter 1 (2) Roles of External Board of Directors (Main Text P8 to 13)

» Awareness regarding the roles expected of external board members are the same for both companies and investors, as the response of “Overseeing through decision-making on
management strategies/important proposals, etc.” was the highest for both [Graph 5]. Although this was followed by “Overseeing the system by preventing scandals” among investors,
responses by companies regarding this same item were relatively low. Investors can be seen as emphasizing this as a role desired of external board members due to the string of
scandals plaguing Japanese companies recently, and wanting external board members to actively contribute to internal control of companies now more than ever.

» With regard to whether external board members are fulfilling the roles expected of them, half of investors think that it is “Insufficient, with room for improvement” [Graph 6]. Both
companies and investors orient “Development of an environment in which external directors can exhibit their functions” as being an issue in improving the effectiveness of the board of
directors, and emphasize “Ensuring the independence of external board members” and “Regular exchanges of opinions with external board members and top management (president,
etc.)” as concrete measures. There are expectations for companies to implement effective measures to allow external board members to demonstrate the roles expected of them, such
as by constructing an environment in which external board members, who are in an independent position, can freely and candidly state and discuss their opinions with management,
including top management, upon taking into consideration the scale, etc. of the board of directors.

[Graph 5: Particularly important roles that are expected of external board members, [Graph 6: Evaluation as to whether external board members are currently fulfilling
among all of their roles (companies/investors)] | a  Contibutions/advice regarding the roles expected of them (investors)]
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Part 1: Chapter 2 (1) Establishment/Disclosure of Management Plans (Main Text P15 to 17)

[Graph 1].

incorporate both numerical targets and business strategies to be disclosed.

» The percentage of companies that disclose a medium-term management plan, including numerical targets, has increased to nearly 80%, indicating an increasing trend, and the
disclosure of management plans has permeated to some extent [Graph 8]. However, with regard to corporate governance, the response of “Management plans/management strategies”
still remains the highest from investors regarding items that are anticipated to be strengthened, thus indicating that investors have expectations for further approaches by companies

» Many investors consider “Appropriateness of management goals/indices” as a theme that should be approached in a prioritized manner in the board of directors in the future [Graph 9].
In medium-term management plans, improvements should be made on “Explanation of long-term management vision/stance” and “Formulation of strategies based on analyses of the
business environment and forecasts” [Graph 10]. Investors are able to clearly perceive the intention of companies toward value creation as the numerical targets that should be achieved
and concrete management strategies to realize these targets are indicated based on a long-term management vision, and thus, there are expectations for management plans that

[Graph 8: State of disclosure of medium-term management plan (companies)]
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[Graph 9: Themes to incorporate (companies) / themes that should be approached
(investors) in a prioritized manner as a topic in board of directors]
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[Graph 10: Items that should be emphasized in enhancing contents of medium-term
management plans (companies) / items that should be improved (investors)]
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1: Chapter 2 (2) Approaches Toward Social Issues (ESG, etc.) (Main text P17 to 20)

FY2017 The Life Ins e Association of Jap

» Both companies and investors consider identification of environment (E), society (S) and governance (G) elements, and incorporation and disclosure of these elements in corporate
strategies to be important from the perspective of medium- and long-term enhancement of corporate value [Graph 11]. At the same time, many investors think that companies’
“Information disclosure is insufficient” [Graph 12], and want strengthened disclosure of “Non-financial information such as environment (E), society (S), etc.” in particular [Graph 4]. In
aiming towards sustained growth, there are expectations for companies to enhance disclosure of ESG information, such as by identifying important ESG information and explaining its

relationship to management strategies in an easily understandable manner.

» When looking at ESG elements by category, both companies and investors place more emphasis on governance (G) and society (S) as compared to environment (E), and by item, they

emphasize “Management philosophy/vision” the most [Graph 13].

[Graph 11:

Importance of identifying ESG elements and their incorporation and [Graph 12: Issues important to companies during dialogues (investors)]
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[Graph 4 (reused): Items for which disclosure contents are anticipated to be enhanced
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[Graph 13: Items within EMS elements that are emphasized (companies/investors)]
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FY2017 The Life Insurance Association of Japan Survey

t Capital Efficiency (Main Text P21 to 25)

» Although investors emphasize ROE as a performance indicator, there are many companies that emphasize the absolute amount and the growth rate of sales and profits, and the
discrepancy between the stances of investors and companies is large [Graph 14]. Although the percentage of companies that set and disclose target values for ROE has increased
since the previous FY, it still remains at approximately half of the overall number of companies [Graph 15].

» In addition to there being a large recognition gap in how ROE standards are seen in relation to capital costs [Graph 16], there is a discrepancy between the ROE standards that
investors seek in the medium- to long-term and the actual state of companies [Graph 17] [Graph 18]. Setting and disclosing target ROE values upon analyzing and comprehending
capital costs are desired, centering mainly on companies with ROE that remain at low levels, and there are expectations for increasing profitability by aiming to achieve ROE standards
that investors desire in the medium- to long-term.

[Graph 14: Indices that are disclosed in medium-term management plans (companies) / should be [Graph 15: State of setting/disclosure of ROE target values (companies)]
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Part 1: Chapter 3 (1) About Capital Efficiency (Main Text P21 to 25)

» The ROE of Japanese companies is well below that of US companies, due to a low profit margin [Graph 19] [Graph 20]. In addition, the ROE of Japanese companies is below the ROE
levels anticipated by investors, and approaches oriented toward increasing the capital efficiency of Japanese companies are desired [Graph 21].

» As approaches for increasing capital efficiency, investors have expectations for “Concentration in core competence (reexamination/rearrangement of business portfolios in conformity
with management vision),” however, there are not many companies that focus on this item, and thus there is a gap in awareness between investors and companies [Graph 22]. Through
profit management by business and use of objective criteria for companies, investors expect for companies to ascertain the core businesses that utilize the company’s strength, input
managerial resources, increase competitive strength of products and services, and seek to link these to an increase in capital efficiency [Graph 23]. Thus, there are expectations to
move forward with active realignment of business portfolios that conform to the management vision.
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20% medium- to long-term (investors)]
b -

— S — Japan o
13.5% Japan [ US 50% -
15% - ROE 8.0% 13.5% 40% - AN mJapanese companies (actual)
u L evel desired by investors
10% | ROA 3.4% | 5.5% 30% g
Net profit margin 44% | 8.7% 20%
5% A 8.0% o
Total asset turnover 0.8 0.6 10%
. . o,
o 0%
0% 1994 1997 2000 2003 2006 2009 2012 2015 FmanCIal Ieverage 2.4 2.4 Lessthan 6% 6%toless 8%toless 10%toless 12%toless 14%toless  16% and
than 8% than 10% than 12% than 14% than 16% higher
Source) (Japan) Survey by The Life Insurance Association of Japan, Source) (Japan) Survey by The Life Insurance Association of Japan, subjects
subjects were listed companies were listed companies
(includes loss-making corporations, excludes financial companies) (includes loss-making corporations, excludes financial companies) Source) ROEs of Japanese companies are as surveyed by The Life Insurance Association of Japan,
E‘L]"S) D?Km?}en&"f %OBQ?SC‘E Quatnetl;ly Fln?’nual Report %JS) Dv?pAar(menht/lof (I:]oErg_e;ce Quatrtesly F'”%”C'al Report subjects were listed companies (excludes financial corporations, includes loss-making
apan: April to March, US: January to December lapan: April to March, US: January to December corporations in denominator)
[Graph 22:  Approaches that are being implemented (companies) / that are anticipated (investors) to [Graph 23: Approaches that are anticipated to promote concentration in core competence (investors)]
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Part 1: Chapter 3 (2) Investments (Main Text P26 to 30)

FY2017 The Life Insurance Association of Japan Survey

competitive superiority.

» The internal reserves of Japanese companies are fluctuating at the highest levels ever [Graph 24]. Most investors perceive companies as having a surplus of cash
reserves [Graph 25], and seek the most for cash reserves to be used in investments aimed towards growth [Graph 26].

» Approximately half of investors feel that there is insufficiency in explanations by companies when implementing investments [Graph 27]. When executing investments,
it is desired for there to be sufficient explanations for investors as to how investments are linked to increasing corporate value, by further enhancing the contents of
explanations, including on “profitability of investments” and “risks of investments” desired by investors, rather than simply their orientation in management plans [Graph
28]. There are expectations for companies to continue being aware of investment efficiency and utilize cash reserves towards strategic investments in order to build
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Part 1: Chapter 3 (3) Shareholder Returns (Main Text P30 to 36)

current conditions [Graph 31].

» Investors emphasize shareholder return indices as performance indicators [Graph 29]. For dividend payout ratios that are desirable in the medium- to long-term, “30% to less than 40%”
was most common among investors [Graph 30], but they are also aware that there are many companies that cannot fulfill shareholder returns/dividend levels under the

» Both companies and investors emphasize “Level of total shareholder return/dividend payout ratio” when thinking about suitability of shareholder returns [Graph 32]. However, while
companies strongly emphasize “Stability of shareholder returns/dividends,” investors expect companies to explain policies on shareholder returns considering the state in which a
company is placed from various perspectives, such as “Whether there is investment opportunity,” and seek explanations of policies on shareholder returns. Among companies that have
a dividend payout ratio lower than 30%, many have no particular financing needs and possess abundant internal reserves [Graph 33], approaches toward enhancing dividends by
targeting a constant dividend payout ratio of more than 30%, which investors see as a rough target, are desired.
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Part 2: Chapter 1 (1) “Constructive Dialogues” (Main Text P37 to 42

» Incorporating external perspectives into management is linked to disciplined management, and the Life Insurance Association of Japan has requested companies to share the contents
of dialogues held with shareholders to the board of directors, and to utilize advice and suggestions from investors in manage ment. Many companies have responded that they are
sharing the contents of dialogues with the management level through various methods, such as holding dialogues between investors and management, and sending reports to
management [Graph 34] [Graph 35]. However, investors feel that “Contents of dialogues do not reach management level” [Graph 36], and a gap in the awareness between investors
and companies is apparent.

» The average number of times that dialogues are held with management every year, including top management, is approximately 60 [Graph 37]. However, there is variation in
approaches by various companies, as almost 50% of companies hold dialogues with management in the single-digit range [Graph 38]. Taking investors’ problem awareness of “Top
management does not contribute to dialogues” into consideration [Graph 36], there are expectations for top management to take the initiative to carry out dialogues and information
communication in a form where they themselves participate. It is desired for management, including top management, to participate actively in dialogue activities and to execute and
explain approaches oriented toward enhancing corporate value by taking shared dialogue contents into consideration.

[Graph 34: Percr?ntage fOf cohmp_anieﬁ that have af [Graph 35: Mechanism for sharing the contents of dialogues [Graph 36: Issues that are sensed of companies when implementing dialogues (investors)]
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apter 1 (1) “Constructive Dialogues” (Main Text P37 to 42)

» When conducting dialogues, companies perceive investors’ “Implementation of dialogues based only on short-term themes” as an issue [Graph 40]. Companies also
consider “Enhancement of discussions from the perspective of the medium- to long-term, such as management strategies” as an advantage of dialogues [Graph 41].
For investors, there are expectations for dialogues from a high vantage point such as the kind that rouses companies’ will to incorporate investors’ perspectives into
management, rather than dialogues from the short-term perspective, and thus, promotion of dialogues from the medium- to long-term perspectives is desirable.

» The number of people involved in dialogues consists mainly of “2 to 3 people” at companies and “11 or more people” among investors [Graph 42]. In enhancing
dialogues, both companies and investors perceived “Lack of resources devoted to dialogues” as an issue [Graph 43] [Graph 44]. As proper human resources are
necessary in further promoting dialogues, expansion of personnel necessary for dialogues is desirable for both companies and investors.

[Graph 40: Investors’ issues in conducting dialogues (companies)] [Graph 41: What is sensed as working well in dialogues (companies / investors)]
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Part 2: Chapter 1 (2) Voting (Main Text P42 to 47)

FY2017 The Life Insurance Association of Japan Survey

» In order to enhance voting, investors seek “Enhancement of explanations of proposals” [Graph 45]. In relation to proposals that had faced many oppositions over the past years, there are
expectations for companies to analyze the reasons behind opposition, and to indicate their way of thinking in dialogues and convocation notices [Graph 46]. From the perspective of
further deepening mutual understanding between companies’ and investors’ ways of thinking, it is desirable to enhance explanations of proposal contents by also analyzing the reasons
behind oppositions from investors. In addition, in comprehending the states of companies and making decisions on pros and cons, it is important for sufficient examination time to be

secured. There are many investors who expect early dispatch/disclosure of convocation notices and avoidance of holding shareholder meetings on days where many companies hold
shareholder meetings [Graph 45], and it is desirable for various efforts to be devoted to environmental improvement so that time for reviews can be secured.

» As issues by investors, being influenced by judgments of voting advisors and not knowing the reasons for decision of approval or disapproval have been raised by companies [Graph 47].
Of investors, companies also expect “Voting based on the conditions of individual companies” the most, followed by “Disclosure of voting standards” and “Explanation of reasons behind
pros on cons for voting for own company” [Graph 48]. In addition to making judgments on pros and cons from one’s own knowledge based on the conditions of a company, there are
expectations for investors to make approaches toward increasing the transparency of the voting process, such as by explaining voting standards and the concepts behind them, as well
as judgment reasons related to concrete proposals in an easily understandable manner.

[Graph 45: Approaches to enhance shareholder voting (companies) / anticipated approaches (investors)]
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[Graph 47: Issues in voting by investors (companies)]
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[Graph 48: Future expectations for investors in relation to their exercise of voting rights (companies)]
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» Based on the revision of the Japanese version of the Stewardship Code in May 2017, the Association’s “Working Group for Enhancing Corporate Value” (hereinafter
“WG”) has been carrying out research activities related to stewardship activities in order to further increase the effectiveness of stewardship activities. As research
activities, reviews were mainly conducted on the sharing of approaches by various companies participating in the WG, along with new approaches (collective
engagement), and exchanges of information were also implemented with institutional investors and issuing companies that are not life insurance companies.

v’ [Sharing of approaches] In enhancing dialogues, there are many investors who think that “Lack of resources devoted to dialogues” is an issue [Graph 44]. For
companies participating in the WG as institutional investors, it is necessary to conduct more effective stewardship activities with limited personnel, even when
sequentially enhancing dialogue personnel in accordance with the scale of equity investments, investment policies, etc. Using confirmed successful examples
[Graph 49] as a reference, it is ideal to link these examples to further improving the effectiveness of the stewardship activities of each company in the future.

v’ [Collective engagement] Upon reviewing methods for approaching more companies effectively in order to realize the Association’s requests, it was found that it is
necessary for participants to share their problem awareness with each other regarding items, standards, etc. desired of portfolio companies, and implement
collective engagement for companies by sending letters to companies, rather than conducting dialogues in interviews where it is only possible to approach a
limited number of companies [Graph 50]. Themes consist of governance, information disclosure, and shareholder returns, which can be extracted from target
companies through public information, and legal issues related to practice are also being organized. Information disclosure is considered as having particularly

high affinity in terms of collective engagement by many investors, as it is easy to share problem awareness from the perspective of developing an investment
environment. In the future, it is ideal to continue discussing how to make more effective approaches, and to examine approaches toward collective engagement
in accordance with the ideas of each company, based on the results of this reviews.

[Graph 49:

Examples of effective approaches toward stewardship activities by various

companies participating in the WG]
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» As further effective approaches oriented toward realizing the Association’s

requests, corporate value will be enhanced by having all of the life insurance
companies participating in the WG (10 companies) cooperate in conveying
problem awareness to companies and encouraging the companies to adopt
approaches.

Among the companies listed with the first section of the Tokyo Stock
Exchange, letters are sent to companies (companies to which any of the
standards for each theme below apply, total of approximately 100
companies) that have not been able to realize the Association's requests as
based on the results of questionnaires, etc.

Governance Companies that have not appointed external board
members, and where governance is considered as being
insufficient

Information Companies that are considered as having insufficient

disclosure disclosure of medium-term management plans and non-
financial information related to the environment (E), society
(S), etc.

Shareholder Companies that are considered as having insufficient

returns investments, regardless of having a long-term dividend

payout ratio of less than 30%, sound composition of
finances, and abundant cash flow (conditions differ
depending on industry sector, etc.)
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