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In recent years, financial institutions have dramatically evolved
to offer globalized services and are therefore facing various
cross-border business challenges. Regulation setters around
the world are also strengthening cooperation to address the
issues arising from changes in the business environment. As a
result, it is necessary for financial institutions to significantly
rethink their existing business models for operational efficiency
and technology advancement, to comply with the more diverse
and complex regulations.
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KPMG Financial Services Japan (KPMG FS Japan) works
closely with KPMG Global Financial Services to provide
services designed to support our clients’ global strategies.
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KPMG FS Japan was established as a cross-functional
organization within KPMG Japan. It consists mainly of the FS
Division of KPMG AZSA LLC, KPMG Consulting Co., Ltd,
KPMG FAS Co., Ltd and KPMG Tax Corporation.

Financial services firms face many challenges today with
regulatory reforms, organizational restructuring, overseas
expansions and changing risk management requirements. The
establishment of KPMG FS Japan has enhanced our
professional services to the financial services industry, making
it possible to deliver our services comprehensively and with
flexibility in order to help our clients cut through the
complexity.
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Through the financial crisis and global recession, major
financial institutions achieved globalization and became highly
cross-functional. This made organizations and operations more
complex, resulting new global regulations and various business
challenges.

In order to respond to these regulatory changes, KPMG Global
Financial Services launched the Regulatory Center of
Excellence (CoE) to provide cross-border services. The CoE
strives to establish a network of regulatory experts among the
major financial markets, such as the US, Europe and ASPAC
regions to provide insights into the changes, challenges and
approaches to regulations around the world.

The current economic climate in Japan is unsustainable;
forcing financial institutions to shift their focus towards
overseas expansion. KPMG FS Japan holds a deep
understanding of the rapidly changing industry in Japan and
beyond. We focus on the needs of our clients and provide high
quality service based on our extensive knowledge and
experience throughout the financial services industry.

KPMG Cross-functional Approach
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While global regulatory framework for the financial services (FS)
industry is expected to have an impact on Japanese financial
regulations, the Japanese regulators are put more emphasis on
individual financial institutions to demonstrate their respective
management systems.

To respond to these regulatory developments, it is necessary for
financial institutions to consider establishing a balanced risk
management and compliance framework.

As Japanese banks expand their businesses across borders, there
are higher needs for financial reporting in accordance with
International Financial Reporting Standards (IFRS) and the
generally accepted accounting principles (GAAP) in the United
States, which are diverging from the Japanese GAAP.

In addition, decrease in funding needs and intensified competition
are also prompting financial institutions to adopt new business
models.

It is therefore critical to establish corporate infrastructure and
invest in human resource developments to realize new business
models that are able to seize new business opportunities,
revolutionize cost structure, and achieve IT sophistication. These
will enable the Japanese financial institutions to maintain their
competitive positions both domestically and globally.

Moreover, it is also increasingly necessary to expand the business
through mergers and acquisitions as well as alliances in order to
pursue profit opportunities. Such expansions may pose fresh
business challenges such as establishment of a governance
framework, management of various risks and reallocation of
human resources.

KPMG FS Japan has a comprehensive understanding of the
current international and Japanese banking environment as well as
the relevant developments going forward. We thrive to assist our
clients with professional insights to face the regulatory changes as
well as various aspects of their business issues.
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In light of the falling commodity prices, the US interest rate hike
and the consequent economic slowdown in the emerging
markets, the business environment in which securities companies
operate has become volatile and there are signs that firms are
adopting a "“risk-off” mentality.

The Japanese government has introduced a series of policies to
encourage the migration from savings to investments. The effect
of the unprecedented monetary easing by the Bank of Japan is
also drawing attention globally.

In order to meet investor needs under the current environment,
securities companies have focused their attention on the
development of products such as investment trusts, discretionary
investment accounts, as well as high-yield products such as
foreign bonds, structured products. Firms are also exploring the
possibility of offering new products and services employing
information technology (IT) to compete with new market entrants
from other industries.

In respect to the regulatory environment, capital and liquidity
requirements on financial institutions have been tightened based
on the international agreements among major countries.
Regulators around the world are also looking to enhance market
regulations, such as central clearing of derivatives.

In Japan, the Financial Services Agency requires financial
institutions to bear thorough fiduciary duties as well as to improve
their operational sophistication internally, in order to achieve a
dynamic capital market and stable financial asset formation.

Moreover, IT sophistication has also raised the required standards
of securities companies’ IT systems, in response to the market
regulations and the supervision from the authorities.

Equipped with a comprehensive understanding of both
international and Japanese business environment surrounding
securities companies, KPMG FS Japan is able to assist our clients
on their initiatives to solve various business issues, including but
not limited to, the development of risk management framework,
accounting, and regulatory compliance.

© 2018 KPMG AZSA LLC, a limited liability audit corporation incorporated under the Japanese Certified Public Accountants

Law and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative

("KPMG International”), a Swiss entity. All rights reserved.

KPMG Financial Services Japan 5



RPR=1t

Insurance

REESHEED FARFBE. BUNICHFRVILAR Y —IHRGEIEA
ICMNZ. RBEBEEEEREEORBEARRIO—-NLRER
HADEE. PR T7L FEERREAL (SlIs) I3 2E AR &
BE - LIRS EOR TR QY. ERNICH—IN/cREs
MR TN TH O HANITRFBRIEAL@EA >TWVET, BERIC
BLTH, BEFMER—ZDVILAY S —HHEPLERMEAANDIT
HROSNTWET,

Flo. UBHREETH. BREMBREEE (FRS) MRREH D
BEEICAITIcEmIED SN TE D REICRFTORERIFERIRE
DHBEICHO>TVKIEDFEINE T, COLOIBREDOH. R
FREAHIFF ARG P RETIBICHIG T 27 TOEREBELS
BOIRENBI R RITE AT LOBBREORF D UNEL B0
NHOE T,

REMHICEZAITS . BIFEOERNRBKRTISZISEM - #iE/vEam
ICHD. REZ-XDECHBE > THFNFLLTVE T, Thib
OHHZEFAZ RBOBH S, RESEITEERBEOEICHIGL
TEERFENOH BMERTE. RFTT v RILOBIR - FHELCDORES
BAHNROENET, MAT. PRANSHERCLT. REELV
TOTHIEEROL T EBMRETHBADRRAGED. TNS5DR
BICN T RREEZISNE T,

KPMG FS JapanTld. ERMIBITZFREEHORTEREBEOE
(EFIER L. RESHHIIEZZBENAREREOFRRICHEIT T2
AR ETNET,

Regulations over the insurance companies have been tightened
globally with the implementation of the Solvency Il requirements,
as well as the Insurance Core Principles introduced by the
International Association of Insurance Supervisors and regulations
specific to Systemically Important Insurers (Slls) such has the
capital requirements and resolution and recovery planning. In
Japan, insurance companies are required to comply with the
requirements of the Economic-Value Based Solvency Regime and
Enterprise Risk Management (ERM) implementation.

While “Insurance Contracts” under IFRS is still in the discussion
phase of standardization, regulations and accounting requirements
are expected to collaborate closely with each other. It is therefore
necessary for the insurance companies to consider restructuring
of the IT system as well as taking comprehensive measures,
including process management, to tackle these new regulations
and accounting requirements.

The insurance market in Japan is saturated and shrinking.
Together with the changes in insurance needs, the market has
become highly competitive. It is essential for insurance companies
to optimize their operations, including competitive price setting
and reorganization and expansion of sales channels, in order to
answer to the changes in the market environment. In the medium
to long term, the solution to the domestic business challenges
could be the expansion into overseas markets, centered in the
growing Asian region.

KPMG FS Japan is able to assist our clients with professional
insights to face regulatory changes as well as business issues
specific to insurance companies, based on our understanding of
the existing as well as the changes in international and Japanese
business environment in which insurance companies operate.
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In the global financial market, price volatility of various asset
classes has been increasing because of the slowdown in
emerging market growths and falling oil prices.

After the financial crisis, regulators in the US and Europe have
tightened the requirements for asset managers and asset
management companies to establish risk management framework
and enhance the adequacy of disclosures for the purpose of
investor protection. In Japan, with investment actions more
aligned with the Stewardship Code, the communication between
investors and corporate managers has become closer and more
frequent, which has helped to achieve the sophistication of asset
management.

As a result of these changes in the business environment, asset
managers and related service providers face multiple and difficult
business challenges, such as the needs to ensure investor
confidence by disclosing detailed information in a timely manner,
in order to secure profitability in a more competitive marketplace.
In response, asset managers are enhancing their front office
functions to select and provide investment products that meet
investor needs, while examining and strengthening their middle
and back office functions in the meantime.

KPMG FS Japan is able to provide information and advice, along
with a variety of services such as due diligence for our clients’
investees, attestation on disclosure information, verification of
effectiveness of internal controls and quality evaluation. \We also
support our clients in various aspects of their asset management
business, such as cost reduction and to provide subject matter
expertise.
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* Audit under J-GAAP

*IFRS audit

* SEC audit

*ISAE3402/SSAE16 attestation

*Verification of GIPS compliance

* Investigation of the value, etc. of specified assets

*Verification of segregated management of customer
assets
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* Global GAAP conversion (IFRS/US GAAP)
* Basel/Solvency regulations
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* Enterprise risk management support
*IT risk management support
* Regulatory compliance support

* Global tax strategy advice

* Anti-money laundering services
* Forensic services

* FATCA related tax review and advice

*Transfer pricing services

* Business continuity plan assessment

* Recovery and Resolution Plans support
*Internal audit services

*IT internal audit services

*Pension services

*Financial Technology (FinTech) support

Business plan development support

Strategy, outsourcing strategy development support
Digital Labor Transformation

Project management support

Financial management support and cash management
support

Organizational restructuring, HR transformation

IT strategy development and implementation support, IT
system development support

* M&A advisory services

* Corporate restructuring services
* Sell-side services

* Overseas expansion support
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* Derivative/Securitization transaction services
* M&A transaction services
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KPMG is a global network of professional services firms providing audit, tax and
advisory services. Our network spans 154 countries, with over 200,000 staff.

KPMG Global Financial Services is one of the largest industry focused networks with
professionals specializing in the financial industry. We are proud to have some of the
leading financial companies among our clients.
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KPMG Japan, consisting of the member firms below in Japan, provides our clients
with high-quality audit, advisory and tax services. Each member firm'’s professionals
provide outstanding professional services in collaboration with the member firms and
utilizing KPMG's global network.

KPMG AZSA LLC

KPMG Consulting Co., Ltd.

KPMG FAS Co., Ltd.

KPMG TAX Corporation

KPMG Social Insurance and Labor Advisors Corporation
KPMG AZSA Sustainability Co., Ltd.

KPMG Healthcare Japan Co., Ltd.

© 2018 KPMG AZSA LLC, a limited liability audit corporation incorporated under the Japanese Certified Public Accountants
12 KPMG Financial Services Japan Law and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative
("KPMG International”), a Swiss entity. All rights reserved.






Lontact us

KPMGI7 71+ 2oLy —ER-Sv N>

financialservices@jp.kpmg.com
www.kpmg.com/jp/fsj

www.kpmg.com/jp

wi fEinl®

FRFTERNTZT—E UL RBREFTE RUMRURVOHBEREOHERD S, RUTIZLEPRETIZEBOBREFI—E
DERHBDDBHBENHBDET. FLUIHTTETEAZTBRVEDEIEE L,

CIICREINTVRBERIEHET—RNBHOTHD . FEDEAPCHEBENEHINTVZRRICHETE2HDTIFHDEFHA. Fhlch
& EEREREZZTL)—ICRBITZLSBHTHEDETH BREZITMONICRR RV ZNLFICE VW TOERE S IZMRIEDRD TlE
HOECA ASHDOITENZIMENZIHEIE. CTICHIBFTROAZRIEELT. TOTTv s aFADNFEORREZRBBICHAELIL LT
RETZDEYRT RNA REHLICTHRIIET W,

B

© 2018 KPMG AZSA LLC, a limited liability audit corporation incorporated under the Japanese Certified Public Accountants Law and a
member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG
International”), a Swiss entity. All rights reserved. Printed in Japan. 18-5097

The KPMG name and logo are registered trademarks or trademarks of KPMG International.



