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Japan’s major life insurers have announced their FY26 investment plans (Chart 1). Their stance 
regarding investment in Japanese bonds is divided. Of the ten major firms, four intend to increase 
their JGB holdings, while three plan to reduce their JGB holdings. Given risks such as the 
situation in the Middle East and the Japanese government’s measures to combat rising prices, life 
insurers are maintaining their cautious stances. Also, it has become clear that many life insurers 
plan to continue shifting their holdings from low-yield JGBs to high-yield JGBs. 
 
 
 
 
 

   

Chart 1: Life Insurers’ Investment Plans for FY26 

 
Source: Various media reports; compiled by Daiwa 
* Figures in parentheses are end-FY figures, except for Taiju Life Insurance, for which they are median forecasts. 

 
 
 
 

Hedged Unhedged 10yr  JGB  yield  (%) 10yr  US  yield  (%) USD/JPY  rate  (Y)

Nippon  Life
Insurance Decrease Increase Flat 2.00~3.00

(2.40)

30yr
Flat  at  around

3.58％

3.60~5.00
(4.20)

145~170
(157)

Dai- ichi  Life
Insurance Flat Flat Decrease 2.40~3.00

(2.85)

30yr
3.40~4.20

(3.90)

4.00~4.75
(4.50)

140~165
(162)

Meiji  Yasuda  Life
Insurance Increase Flat Flat 2.15~2.80

(2.40)

20yr
Upper limit of  range

3.50

30yr
Upper limit of  range

4.00

3.10~4.60
(3.80)

137~160
(150)

Sumitomo  Life
Insurance Decrease Increase Decrease 2.20~2.80

(2.50)

30yr
3.40~4.20

(3.80)

3.50~4.50
(4.10)

140~170
(155)

Japan  Post
Insurance Flat Decrease Decrease 2.00~3.00

(2.40)

30yr
3.20~4.20

(3.70)

3.80~4.80
(4.20)

145~165
(155)

Taiyo  Life  Insurance Increase 2.00~3.00
(2.60)

20yr
(3.40)

30yr
(3.70)

3.00~5.00
(4.20)

140~165
(150)

Taiju  Life  Insurance Flat Flat Decrease 2.20~2.80
(2.50)

40yr
3.55~4.35

(3.95)

3.40~4.50
(3.90)

141~161
(151)

Fukoku  Mutual  Life
Insurance Increase Flat

  (no  holdings) Decrease 1.80~2.80
(2.30)

30yr
2.90~4.00

(3.50)

3.60~4.60
(4.20)

140~170
(155)

Daido  Life  Insurance Increase Decrease Decrease 2.10~2.90
(2.55)

20yr
3.00~3.70

(3.30)

3.30~4.60
(4.00)

140~165
(153)

Asahi  Mutual  Life
Insurance Decrease Depend  on  market

trends
Depend  on  market

trends
2.00~3.00

(2.40)

30yr
3.00~4.50

(3.70)

3.50~5.00
(3.80)

140~165
(150)
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When confirming Japan interest rate outlooks among life insurers, their views are generally 
consistent with market expectations, which anticipate roughly two interest rate hikes by the BOJ 
within this fiscal year. Meanwhile, as for the terminal rate, many expect it to land at around 1.5%, 
which is slightly lower than the 2% implied by the 2-year forward 1-year OIS rate. While many (but 
not all) life insurers expect the 10-year JGB yield and super-long yields to remain largely flat at 
current levels for the remainder of this fiscal year, a few believe that the recent rising trend for 
JGB yields will continue. 
 
That said, due to concerns about persistent inflation caused by such factors as the prolonged 
turmoil in the Middle East, Japan’s expansionary fiscal policies, and a shift toward bond selling 
among foreign investors, many life insurers are also expressing caution regarding the possibility 
of temporary higher-than-expected yield levels. Against this backdrop, while investment strategies 
regarding Japanese bonds vary by life insurer, the apparent approach regarding super-long JGBs 
(primary investment target) is to maintain a certain level of investment (or portfolio rebalancing) 
while remaining vigilant about higher-than-expected yields. Given the investment strategies of 
these life insurers, while it is difficult to anticipate a significant decline for super-long JGB yields 
due to their buying activity, we expect that this will contribute to a certain degree of stability for 
super-long JGB yields. 
 
Also, even though not viewed as primary investment maturities for life insurers, some have 
indicated that Japanese bonds in the medium- to long-term zone could also serve as potential 
investment targets. Yields have been rising across the entire yield curve. As such, it is possible 
that the range of investment targets, taking into account the balance with the insurance assumed 
rate of return on the liability side, has expanded beyond the super-long zone. On the life insurer 
liability side there has been an increase in single-premium insurance products, which are 
assumed to have relatively short durations (Chart 2) and attention may turn to life insurers’ future 
investment trends regarding medium- to long-term bonds (Chart 3). 
 

Chart 2: Breakdown of Life Insurers' Premium Income by 
Payment Method (individual insurance) 

 
Source: Life Insurance Association of Japan; compiled by Daiwa. 

 
Chart 3: Net Purchases of Medium- and Long-term Bonds by 

Life and Non-life Insurers 

 
Source: Japan Securities Dealers Association; compiled by Daiwa. 

 
Life insurers remain cautious about increasing their holdings of foreign bonds. As hedging costs 
have improved significantly due to rate cuts by central banks in Europe and the US, as well as 
rate hikes by the BOJ, yields on hedged foreign bonds have continued to rise. Hedging costs are 
expected to continue to decline gradually and, while the environment for investing in hedged 
foreign bonds is becoming more favorable, their investment appeal wanes when compared to 
JGBs, whose yields have risen significantly (Chart 4). In fact, amid rising Japanese yields and 
persistently high hedging costs, some have suggested that, “Hedged foreign bonds, in particular, 
have become less attractive as an investment.” Even though some life insurers have indicated a 
policy of increasing their holdings of hedged foreign bonds, they appear to be expanding their 
portfolios of floating-rate assets that are resilient in the face of hedging cost fluctuations. 
 
Similarly, for currency-unhedged foreign bonds, many insurers plan to either hold steady or 
decrease their holdings, and none plan to increase them. Even life insurers that had previously 
been dependent on market trends have now begun to scale back these foreign bonds, suggesting 
an even more cautious stance than before. Their median forecast range for the USD/JPY rate is 
Y140-Y165, with a term-end assumption of Y154. This is a significant shift towards a weaker yen 
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compared to the previous forecasts (Y135-Y158, term-end Y145). However, since the yen is 
expected to strengthen vs the current level by the term-end, with many life insurers forecasting 
appreciation to the low USD/JPY140 range, aggressive buying that would drive USD/JPY 
significantly higher is likely to be limited. 
 
Foreign bond investing among life insurers is extremely important when forecasting medium- to 
long-term supply/demand conditions with the yen. While the steepening of the foreign bond yield 
curve suggests that life insurers are increasing their hedging ratios, over the short term, given the 
lack of expectations for the yen to appreciate, they appear to be working to lower their hedging 
ratios or using currency options (range forwards) to contain hedging costs. However, hedge ratios 
at major Japanese life insurers have fallen to historically low levels (Chart 5). If life insurers were 
to raise their hedge ratios, that would prompt a corresponding demand to purchase the yen, 
creating widening pressure on a short-term currency basis. As such, we will continue to closely 
monitor developments on that front. 
 

Chart 4: JGB and Hedged Foreign Bond Yields 

 
Source: Bloomberg; compiled by Daiwa. 

 
Chart 5: Currency Hedge Ratios at Major Life Insurers 

 
Source: Earnings results materials from major life insurers, Bloomberg; compiled by Daiwa. 
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IMPORTANT DISCLOSURES 
 
This report is provided as a reference for making investment decisions and is not intended to be a solicitation for investment. Investment decisions should be 
made at your own discretion and risk. Content herein is based on information available at the time the report was prepared and may be amended or otherwise 
changed in the future without notice. We make no representations as to the accuracy or completeness. Daiwa Securities Co. Ltd. retains all rights related to the 
content of this report, which may not be redistributed or otherwise transmitted without prior consent.  
 
Ratings 
Issues are rated 1, 2, 3, 4, or 5 as follows: 
1: Outperform TOPIX/benchmark index by more than 15% over the next 12 months. 
2: Outperform TOPIX/benchmark index by 5-15% over the next 12 months. 
3: Out/underperform TOPIX/benchmark index by less than 5% over the next 12 months. 
4: Underperform TOPIX/benchmark index by 5-15% over the next 12 months. 
5: Underperform TOPIX/benchmark index by more than 15% over the next 12 months. 
 
Benchmark index: TOPIX for Japan, S&P 500 for US, STOXX Europe 600 for Europe, HSI for Hong Kong, STI for Singapore, KOSPI for Korea, TWII for 
Taiwan, and S&P/ASX 200 for Australia. 
 
Target Prices 
Daiwa Securities Co. Ltd. sets target prices based on its analysts’ earnings estimates for subject companies. Risks to target prices include, but are not limited 
to, unexpected significant changes in subject companies’ earnings trends and the macroeconomic environment. 
 
Disclosures related to Daiwa Securities 
Please refer to https://drp.daiwa.co.jp/rp-daiwa/direct/reportDisclaimer/e_disclaimer.pdf for information on conflicts of interest for Daiwa Securities, securities 
held by Daiwa Securities, companies for which Daiwa Securities or foreign affiliates of Daiwa Securities Group have acted as a lead underwriter, and other 
disclosures concerning individual companies. If you need more information on this matter, please contact the Research Production Department of Daiwa 
Securities. 
 
Explanatory Document of Unregistered Credit Ratings 
This report may use credit ratings assigned by rating agencies that are not registered with Japan’s Financial Services Agency pursuant to Article 66, Paragraph 
27 of the Financial Instruments and Exchange Act. Please review the relevant disclaimer regarding credit ratings issued by such agencies at:  
https://drp.daiwa.co.jp/rp-daiwa/direct/reportDisclaimer/credit_ratings.pdf. If you need more information on this matter, please contact the Research 
Production Department of Daiwa Securities. 
 
 
Notification items pursuant to Article 37 of the Financial Instruments and Exchange Law 
(This Notification is only applicable to where report is distributed by Daiwa Securities Co. Ltd.)    
If you decide to enter into a business arrangement with our company based on the information described in this report, we ask you to pay close attention to the 
following items.  
 
 In addition to the purchase price of a financial instrument, our company will collect a trading commission* for each transaction as agreed beforehand with 

you. Since commissions may be included in the purchase price or may not be charged for certain transactions, we recommend that you confirm the 
commission for each transaction. In some cases, our company also may charge a maximum of ¥2 million per year as a standing proxy fee for our deposit of 
your securities, if you are a non-resident.  
 For derivative and margin transactions etc., our company may require collateral or margin requirements in accordance with an agreement made beforehand 

with you. Ordinarily in such cases, the amount of the transaction will be in excess of the required collateral or margin requirements**.  
 There is a risk that you will incur losses on your transactions due to changes in the market price of financial instruments based on fluctuations in interest 

rates, exchange rates, stock prices, real estate prices, commodity prices, and others. In addition, depending on the content of the transaction, the loss could 
exceed the amount of the collateral or margin requirements.  
 There may be a difference between bid price etc. and ask price etc. of OTC derivatives handled by our company.  
 Before engaging in any trading, please thoroughly confirm accounting and tax treatments regarding your trading in financial instruments with such experts as 

certified public accountants.  
 
* The amount of the trading commission cannot be stated here in advance because it will be determined between our company and you based on current 
market conditions and the content of each transaction etc. 
** The ratio of margin requirements etc. to the amount of the transaction cannot be stated here in advance because it will be determined between our company 
and you based on current market conditions and the content of each transaction etc.  
 
When making an actual transaction, please be sure to carefully read the materials presented to you prior to the execution of agreement, and to take 
responsibility for your own decisions regarding the signing of the agreement with our company. 
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