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LIFENET INSURANCE CO (7157)

:_ﬁ"g et TBUY Rapidly Growing Cost-Effective Life Insurance
Se::::y h Fio::sdals Product Distributor in Japan’s Huge but Highly

Business Desaription

LIFENET INSURANCE COMPANY provides a wide
range of cost-effective life insurance products
and services. The firmmainly provides the
products and services through the internet.

Inefficient Market

Japan’s Huge Life Insurance Market

Japan's life insurance market is the world's second largest, worth approximately ¥40
trillion (approx. 500 billion USD). Roughly 90% of Japanese households have life
insurance policies and the average annual spending on life insurance premiums is
roughly ¥450,000 (approx. 55,000 USD) per household.

Price (yen) (2012/12/7) 821

52wk High (2012/3/26) 1,326 Japan’s Highly Inefficient Life Insurance Market

52wk Low (2012/11/26) 796 Traditional Japanese life insurance firms have very large, powerful sales forces
Shares Outstanding (mil) 42.073  (primarily women). Up until recently, the bulk of life insurance products have
Market Cap (mil yen) 34,542 peen sold through these sales forces in this country. This was (and still is) a highly
Enterprise Value (mil yen) 34,137

Per Share Data

Commissions paid to these
Consequently,

unusual phenomenon highly peculiar to Japan.
salespeople and other expenses associated with them are large.

EPS (Act.) -26.37 traditional life insurance policies are being sold at significantly higher prices by
EPS (03/2013 est.) -24.59  global standards.

EPS (03/2014 est.) -58.47

EPS (03/2015 est.) 0.00 . . . L

EPS (03/2016 est) 59.42 Major Changes §0|ng on in Japan’s Life Insurance Market _
Dividend / Share 0.00 In May 2008, Lifenet Insurance and SBI AXA Life Insurance (now NEXTIA Life
Book Value / Share 384.22 Insurance) started selling Japan's first online life insurance products.
Sales / Share (Tr.ailing 12m) 77.45 Consequently, Japanese consumers, most of whom had not been aware of global
Cash Flow/ Basic Share -2341  standard prices for life insurance policies before, started realizing that life insurance
Free Cash Flow/ Share -24.85 Since then

Valuasions
P/E (Act.

—
~

policies sold through traditional sales channels are vastly expensive.
online life insurance companies have steadily increased their share of the Japanese
life insurance market. According to data of Japan Institute of Life Insurance, in

P/E (03/2012 est.) - 1997, 90.1% of life insurance policies were sold through traditional distribution
P/E (03/2013 est.) - channels; in 2009, their share declined to 70.1%.

P/E (03/2014 est.) -

P/E (03/2015 est. -

P;E E03§2016 :t; 13.82 Cost-effective Life Insurance Product Distributors such as Lifenet Insurance Likely
Dividend Yield (%) _  to Achieve Major Long-term Growth as Traditional Channels Diminish

Price to Book Ratio 2.13  Although the share of traditional distribution channels has declined considerably
Price to Sales Ratio 10.55 since 2008, there is much further room for decline. Japan Institute of Life

Profitability

Return on Assets (%)
Return on Com Equity (%)

Capital Structure
Current Ratio

Insurance’s 2009 data showed that only 30.8% consumers preferred to purchase
through traditional distribution channels. Especially young people want to avoid
expensive life insurance policies sold through traditional channels. The share of
traditional channels is likely to continue declining during this decade, perhaps to
near global standard levels. Lifenet Insurance, being the leading cost-effective life
insurance product distributor and well positioned to benefit from this trend, is likely

Quick Ratio ) A : ] R
Equity Ratio (%) 85.67 to achieve major growth in the years to come. Although this young firm is still
losing money, its revenue is growing rapidly and is likely to reach the breakeven
Price and Volume point within years. We currently expect the firm to break even within years
1,400 1 6M  around 2015. Major profit growth is likely to follow.
1,200 ¢ 5M
1,000 A aMm
800 1 am |FY Revenue Ordinary Net EPS DPS
600 -1 . .
400 - M profit profit
200 M 3/2010 658 -1,032 -1,036 -30.8 0
0 NIV SO R _.lh_ M 3/2011 1,827 -820 -834 -24.8 0
NN NN N NN N o 3/2012 3,773 -687 -900 -26.4 0
S €3 - - & v 0 2 3/2013 est.* 6,720 -300 -1,035 -24.6 0
3/2014 est.* 11,500 -200 -2,460 -58.5 0
3/2015 est.* 19,000 0 0 0.0 0
3/2016 est.* 28,000 1,500 2,500 59.4 0

In millions of Yen (In Yen for EPS and DPS) * Aizawa estimates



LIFENET INSURANCE CO

Company Data
Address 2-14-2 Koji-Machi
Chiyoda-ku
Tokyo, 102-0083
Website Japan
Telephone 81-3-5216-7900
Employees 87
S&P Long-Term Rating -
Company Officers HARUAKI DEGUCHI, PRESIDENT

DAISUKE IWASE, VICE PRESIDENT
KAZUKO NAKADA, MANAGING DIRECTOR
MATAHIRO OHNISHI, EXECUTIVE OFFICER

Source: Bloomberg

Income Statement Summary FY 03/2012 FY 03/2011 FY 03/2010 FY 03/2009 FY 03/2008 FY 03/2007 FY 03/2006 FY 03/2005
Revenue - - - - - - - -
Operating Income - - - - - - - -
Ordinary Income (687) (820) (1,032) (1,368) - - - -
Income bef XO Iterrs (900) (834) (1,036) = = = = =
Net Income (900) (834) (1,036) (1,372) = = = =
Basic EPS Before XO Iterrs (26.15) (24.76) (30.75) (40.71) = = = =
Basic EPS (26.37) (24,760.91) (30,754.50) (40,711.52) = = = =
Diluted EPS Before XO Iterms - - - - - - - -
Diluted EPS (26.37) (24.76) (30.75) (40.71) = = = =
Dividends per Share - - - - - - - -
EBITDA - - - - - - - -
Return on Common Equity (7.07) (8.59) - - - - - -

Balance Sheet Summary FY 03/2012 FY 03/2011 FY 03/2010 FY 03/2009 FY 03/2008 FY 03/2007 FY 03/2006 FY 03/2005
Total Current Assets - - - = o = - -
Total Long-Term Assets - - - = - - - -
Total Assets 18,861 10,523 10,586 - - - - -
Total Current Liabilities - - - = - - - -
Total Long-TermLiabilities - - - o = = - -

Total Liabilities 2,702 1,231 464 - - - - -
Total Shareholders' Equity 16,159 9,292 10,122 - - - - -
Shares Outstanding 42.057 33.717 33.717 - - - - -
Book Value per Share 384.22 275.59 300.20 - - - - -
Tangible Book Value / Share 374.14 263.72 290.65 - - - - -

Shareholder Equity/Total Liabilities (%) 85.67 88.30 95.62 - - - - -
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BUY >15% upside from the current price
HOLD Trade within * 15% from the current price
SELL >15% downside from the current price

We do not base our recommendations entirely on the above quantitative return bands. We consider qualitative factors
like (but not limited to) a stock's risk reward profile, market sentiment, recent rate of share price appreciation, presence or
absence of stock price catalysts, and speculative undertones surrounding the stock, before making our final
recommendation

GENERAL DISCLAIMER

This publication is prepared by Phillip Securities (Hong Kong) Ltd (“Phillip Securities”). By receiving or reading this
publication, you agree to be bound by the terms and limitations set out below.

This publication shall not be reproduced in whole or in part, distributed or published by you for any purpose. Phillip
Securities shall not be liable for any direct or consequential loss arising from any use of material contained in this
publication.

The information contained in this publication has been obtained from public sources which Phillip Securities has no reason
to believe are unreliable and any analysis, forecasts, projections, expectations and opinions (collectively the “Research”)
contained in this publication are based on such information and are expressions of belief only. Phillip Securities has not
verified this information and no representation or warranty, express or implied, is made that such information or Research
is accurate, complete or verified or should be relied upon as such. Any such information or Research contained in this
publication is subject to change, and Phillip Securities shall not have any responsibility to maintain the information or
Research made available or to supply any corrections, updates or releases in connection therewith. In no event will Phillip
Securities be liable for any special, indirect, incidental or consequential damages which may be incurred from the use of
the information or Research made available, even if it has been advised of the possibility of such damages.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date
indicated and are subject to change at any time without prior notice.

This material is intended for general circulation only and does not take into account the specific investment objectives,
financial situation or particular needs of any particular person. The products mentioned in this material may not be suitable
for all investors and a person receiving or reading this material should seek advice from a financial adviser regarding the
suitability of such products, taking into account the specific investment objectives, financial situation or particular needs of
that person, before making a commitment to invest in any of such products.

This publication should not be relied upon as authoritative without further being subject to the recipient’s own independent
verification and exercise of judgment. The fact that this publication has been made available constitutes neither a
recommendation to enter into a particular transaction nor a representation that any product described in this material is
suitable or appropriate for the recipient. Recipients should be aware that many of the products which may be described in
this publication involve significant risks and may not be suitable for all investors, and that any decision to enter into
transactions involving such products should not be made unless all such risks are understood and an independent
determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein
with respect to any product should not be considered to be a disclosure of all risks or a complete discussion of such risks.

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of a security. Any decision to
purchase securities mentioned in this research should take into account existing public information, including any
registered prospectus in respect of such security.

Disclosure of Interest

Analyst Disclosure: Neither the analyst(s) preparing this report nor his associate has any financial interest in or serves as
an officer of the listed corporation covered in this report.

Firm’s Disclosure: Phillip Securities does not have any investment banking relationship with the listed corporation covered
in this report nor any financial interest of 1% or more of the market capitalization in the listed corporation. In addition, no
executive staff of Phillip Securities serves as an officer of the listed corporation.
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Availability

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or
entity in any jurisdiction or country where such distribution, publication, availability or use would be contrary to the
applicable law or regulation or which would subject Phillip Securities to any registration or licensing or other requirement,
or penalty for contravention of such requirements within such jurisdiction.
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