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Japan's major life insurers have announced their FY25 investment plans (Chart 1). Their stance 
regarding investment in Japanese bonds is divided. Of the ten major firms, half intend to reduce 
their JGB holdings, including the biggest firm, which plans to do so for the first time in nine years. 
However, four firms intend to increase their JGB holdings. As many life insurers have made 
progress with significantly reducing the duration gap in response to new regulations (economic 
value-based solvency regulations), purchasing of JGBs to conform to regulations has played out. 
Furthermore, a common approach that has been adopted is to swap out low-yield JGBs. 
 
     
 
 
 
 
 
 

   
 
 

Chart 1: Life Insurers’ Investment Plans for FY25 

 
Source: Various media reports; compiled by Daiwa 
*End-FY figures are shown in parentheses. 

 
 
 

 

Hedged Unhedged
10yr  JGB  yield

(%)
10yr  US  yield

(%)
USD/JPY  rate

(Y)

Nippon  Life  Insurance Decrease Increase
No  change～

increase
0.90~2.00

(1.40)
3.00~5.00

(3.80)
130~155

(140)

Dai- ichi  Life  Insurance No  change No  change Decrease
1.00~2.00

(1.75)
2.50~5.50

(4.00)
120~160

(135)

Meiji  Yasuda  Life  Insurance Decrease Increase Increase
0.80~1.55

(1.30)
3.40~4.90

(4.00)
138~158

(145)

Sumitomo  Life  Insurance Decrease Increase
Depending  on
market  trends

1.00~1.80
(1.50)

3.50~5.00
(4.25)

125~150
(140)

Japan  Post  Insurance Decrease
Decrease～no

change
Slight  increase

1.00~2.00
(1.70)

20y r
（2.40～2.50）

3.50~4.70
(4.00)

130~150
(138)

Taiyo  Life  Insurance Increase
0.80~1.80

(1.40)

20y r
1.60~2.60

(2.00)

30y r
2.00~3.00

(2.30)

3.00~5.00
(4.00)

130~155
(135)

Taiju  Life  Insurance Increase No  change Increase
1.40~2.00

(1.70)

40y r
2.70~3.50

(3.10)

3.60~4.70
(4.00)

134~154
(144)

Fukoku  Mutual  Life  Insurance Increase
No  change  (no

holdings)
No  change

0.90~2.00
(1.70)

20y r
1.60~2.80

(2.40)

3.40~5.60
(4.60)

130~162
(145)

Daido  Life  Insurance Increase Decrease Decrease
1.00~1.80

(1.50)

30y r
2.00~3.00

(2.70～2.80)

3.20~4.80
(4.00)

130~155
(138)

Asahi  Mutual  Life  Insurance Decrease
1.00~2.00

(1.60)

30y r
2.20~3.50

(3.00)

3.50~5.00
(3.80)

130~150
(135)

Japanese  bonds

Foreign  bonds FY25  market  outlook*

Increase  (depending  on  market
trends)

Decrease

Superlong  JGB  yields  (%)
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While life insurers feel current yield levels are attractive considering the assumed interest rate, 
which is the cost of debt, they seem to have adopted a cautious approach due to concerns about 
supply/demand conditions. Yields may face further upward pressure, but life insurers have 
apparently adopted the basic approach of “leveling” purchases with the aim of flexibly adjusting 
the pace in view of liquidity, depending on market trends. 
 
More companies intend to increase investment in currency-hedged foreign bonds compared to 
what we saw in their previous 2H FY24 investment plans in October 2024. Hedging costs have 
improved substantially due to rate hikes by the BOJ and rate cuts by the ECB/Fed. With the yields 
of hedged foreign bonds no longer negative (Chart 2), life insurers’ appetite for investing in 
hedged foreign bonds has been recovering. And, as before, life insurers seem to continue to have 
an appetite for investing in products, such as US corporate bonds, that can provide positive 
spreads, even after paying hedging costs. 
 
While corporate investment in currency-unhedged foreign bonds varies from company to 
company, we get the impression that life insurers have become more cautious than before, as 
shown by the increasing number of companies indicating that they are reducing investment in 
such bonds. The average range for the assumed USD/JPY rate among ten firms is Y130-Y155, 
with Y140 forecast for the end of the term, which is largely unchanged from the previous figures 
(Y131-155, Y140). The current exchange rate is around Y140, equivalent to the term-end 
forecast. Therefore, it will be interesting to see if life insurers gradually buy at that level. However, 
while many companies anticipate the yen appreciating to Y130, (and some to the Y120 level), we 
think it unlikely that aggressive purchasing will substantially boost the USD/JPY rate. 
 
Foreign bond investment by life insurers is extremely important when forecasting medium- to 
long-term supply/demand conditions with the yen, so we should take note of the increasing 
appetite for hedged foreign bonds in the latest investment plans. The hedge ratio at major 
Japanese life insurers has fallen to a historically low level (Chart 3). If companies were to move to 
raise their hedge ratios, that would prompt a corresponding demand to purchase the yen, creating 
widening pressure on a short-term currency basis. With some life insurers stating that they have 
already raised their hedge ratios, this trend may have already materialized due to the appreciation 
of the yen since the beginning of the year. Steepening of the foreign bond yield curve suggests 
that life insurers will raise their hedge ratios, so we should pay close attention to how things 
develop going forward. 
 

Chart 2: JGB and Hedged Foreign Bond Yields 

 
Source: Bloomberg; compiled by Daiwa. 

 
Chart 3: Currency Hedge Ratios at Major Life Insurers 

 
Source: Earning results materials at major life insurers, Bloomberg; compiled by Daiwa. 
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IMPORTANT 
 
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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