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Markets’ new paradigm: which strategies for
insurers?
Rémi Lamaud
Insurance solution expert
Ostrum Asset Management

The combination of stricter regulatory requirements, a volatile market and rising interest rates will
necessarily have an impact on insurers’ investment strategies. Although there is no simple answer
to these market conditions, Rémi Lamaud, solution expert, insurance management & ALM solutions
at Ostrum AM, explains how portfolio allocation has to reviewed to respond to each insurer’s
accounting objectives, asset-liability backing and socially responsible ESG investments.
Which key regulatory changes affecting insurers do asset managers need to adapt to?
Insurers’ accounting standards have changed significantly over the past few years. They are shifting away
from using historical values for equities and amortised costs for bonds, and moving increasingly towards
mark-to-market pricing. The move began with Solvency 2 and has been furthered by the IFRS 9 international
accounting standard, which succeeded IAS 39. This trend has sharply increased balance sheet sensitivity to
market shocks, which now implies taking the embedded volatility of assets into account. Beyond this major
shift, it is also important to understand that insurers are facing a multi-referential environment, including
French accounting norms, Solvency 2 regulations and the international IFRS 9 accounting standards.
What is the impact on asset management?
We have entered an even more multidimensional asset management scenario, which involves reconciling
our view on the financial markets with regulatory requirements. Solvency 2 imposes more stringent regulatory
capital requirements upon insurers when they include riskier assets in their allocations, while international
standards impose greater volatility in financial statements and shareholders’ equity. Investment decisions
must therefore take these three types of objectives into account. In response, we have built our own in-house
PASS insurance investment platform, which enables us to manage these different aspects within a single
proprietary system.
Has this complexity turned insurers away from the more volatile markets like equities?
It has meant that technical investment expertise has had to be fine-tuned, by drawing on high-performance
analysis and simulation tools. Investment solutions are becoming increasingly complex and need to be
adapted to insurers’ profiles and objectives. There are no standard model portfolios, as life insurers will not
have the same investment horizon restraints as property & casualty insurers for example.
At Ostrum AM, we have developed close relations with our insurance clients, in order to integrate their specific
accounting, financial, regulatory and ESG objectives, and also to turn these factors into investment
opportunities. Although insurers have not shunned the equity markets, chiefly due to their high returns and
dividend yields, it is true that with these accounting changes, market volatility has led to asset reallocation
within portfolios.
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What solutions can you provide against equity market volatility and rising interest rates?
We are observing the sharp uptick in interest rates very closely. We are monitoring the pace and extent of
the increase, compared to the inflation rate, and analysing different market scenarios. We are then putting
hedging or protection strategies in place, based on whether our institutional investors prioritise accounting,
regulatory or financial objectives. We are also proposing specific solutions aiming to limit portfolio volatility
and increase their resilience against potential market shocks for example. These factors enable insurers to
modify their equity or fixed-income weightings and their allocations within each of these asset classes.
What further changes could also impact insurance portfolio management strategies?
The most important issue is the joint implementation of IFRS 9 and IFRS 17 standards next year, which will
lead to the application of new asset and liability accounting methods. One of the main points involves most
assets having to be marked to market, including equities and non-vanilla bonds. The other key change covers
allocation and investment processes, taking SRI factors into account and the associated multiple referential
standards. Lastly, under Solvency 2, the symmetric adjustment mechanism will be widened, meaning that
regulatory shocks will have an even greater impact on equities. We are already assessing the consequences
of all of these factors with insurers.
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Additional notes
Asset management company regulated by AMF under n° GP-18000014 – Limited company with a share capital of 48 518 602 €. Trade
register n°525 192 753 Paris – VAT: FR 93 525 192 753 – Registered Office: 43, avenue Pierre Mendès-France, 75013 Paris –
www.ostrum.com
This document is intended for professional, in accordance with MIFID. It may not be used for any purpose other than that for which it
was conceived and may not be copied, distributed or communicated to third parties, in part or in whole, without the prior written
authorization of Ostrum Asset Management.
None of the information contained in this document should be interpreted as having any contractual value. This document is pr oduced
purely for the purposes of providing indicative information. This document consists of a presentation created and prepared by Ostrum
Asset Management based on sources it considers to be reliable.
Ostrum Asset Management reserves the right to modify the information presented in this document at any time without notice, which
under no circumstances constitutes a commitment from Ostrum Asset Management.
The analyses and opinions referenced herein represent the subjective views of the author(s) as referenced, are as of the date shown
and are subject to change without prior notice. There can be no assurance that developments will transpire as may be forecasted in this
material. This simulation was carried out for indicative purposes, on the basis of hypothetical investments, and does not con stitute a
contractual agreement from the part of Ostrum Asset Management.
Ostrum Asset Management will not be held responsible for any decision taken or not taken on the basis of the information contained in
this document, nor in the use that a third party might make of the information. Figures mentioned refer to previous years. Past
performance does not guarantee future results. Any reference to a ranking, a rating or an award provides no guarantee for future
performance and is not constant over time. Reference to a ranking and/or an award does not indicate the future performance of the
UCITS/AIF or the fund manager.
Under Ostrum Asset Management’s social responsibility policy, and in accordance with the treaties signed by the French government,
the funds directly managed by Ostrum Asset Management do not invest in any company that manufactures, sells or stocks antipersonnel mines and cluster bombs.
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Netherlands. Sweden: Natixis Investment Managers International, Nordics Filial (Registration number 516412-8372- Swedish
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(Registration number: HRB 88541). Registered office: Senckenberganlage 21, 60325 Frankfurt am Main. Belgium: Natixis Investment
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In Taiwan: Provided by Natixis Investment Managers Securities Investment Consulting (Taipei) Co., Ltd., a Securities Investment
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qualified investors for information purpose only.
In Hong Kong: Provided by Natixis Investment Managers Hong Kong Limited to professional investors for information purpose only.
In Australia: Provided by Natixis Investment Managers Australia Pty Limited (ABN 60 088 786 289) (AFSL No. 246830) and is intended
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Managers Australia Pty Limited is not a registered financial service provider in New Zealand.
In Colombia: Provided by Natixis Investment Managers International Oficina de Representación (Colombia) to professional clients for
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rendered exclusively outside of Colombia. This material does not constitute a public offering in Colombia and is addressed to less than
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In Latin America: Provided by Natixis Investment Managers International.
In Uruguay: Provided by Natixis Investment Managers Uruguay S.A., a duly registered investment advisor, authorised and supervised
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qualifies as a private placement pursuant to section 2 of Uruguayan law 18,627.
In Mexico: Provided by Natixis IM Mexico, S. de R.L. de C.V., which is not a regulated financial entity, securities intermediary, or an
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Nacional Bancaria y de Valores (CNBV) or any other Mexican authority. Any products, services or investments referred to herein that
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and is not authorized by or registered with the CNBV or any other Mexican authority. Any reference contained herein to “Inves tment
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International. This communication cannot be distributed other than to the identified addressee. Further, this communication should not
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The above referenced entities are business development units of Natixis Investment Managers, the holding company of a diverse lineup of specialised investment management and distribution entities worldwide. The investment management subsidiaries of Natixis
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The provision of this material and/or reference to specific securities, sectors, or markets within this material does not constitute
investment advice, or a recommendation or an offer to buy or to sell any security, or an offer of any regulated financial activity. Investors
should consider the investment objectives, risks and expenses of any investment carefully before investing. The analyses, opinions,
and certain of the investment themes and processes referenced herein represent the views of the portfolio manager(s) as of the date
indicated. These, as well as the portfolio holdings and characteristics shown, are subject to change. There can be no assuran ce that
developments will transpire as may be forecasted in this material. The analyses and opinions expressed by external third parties are
independent and does not necessarily reflect those of Natixis Investment Managers. Past performance information presented is not
indicative of future performance.
Although Natixis Investment Managers believes the information provided in this material to be reliable, including that from third party
sources, it does not guarantee the accuracy, adequacy, or completeness of such information. This material may not be distributed,
published, or reproduced, in whole or in part.
All amounts shown are expressed in USD unless otherwise indicated.
Natixis Investment Managers may decide to terminate its marketing arrangements for this product in accordance with the releva nt
legislation

www.ostrum.com

C2 - Inter nal Natixis

