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The rate movement since mid-2022, both highly anticipated and surprising in its magnitude, has 

changed some investment paradigms anchored for several decades. The new IFRS accounting rules 

also change the classification of assets for a large number of insurers. 2023 therefore offers the 

opportunity to review portfolios’ structure and to implement a more active management, in order to take 

full advantage of the new market conditions, while integrating accounting concerns, explains Rémi 

Lamaud, Solution Expert, Insurance Management and ALM Solutions at Ostrum Asset Management. 

 

WHAT ARE THE MAIN EFFECTS OF RISING RATES ON INSURERS? 

The first impact is generally the materialization of unrealized losses on the bond portfolio, which reduces 

regulatory capital. However, depending on the difference in the sensitivity of assets/liabilities to interest 

rate movements, solvency can still improve. For life insurance, this has also led some holders to question 

the level of rates served on the contract in euros against other products, such as the Livret A. Its rate 

increases steadily and may exceed that of the insurance contract. To avoid redemptions, arbitrage 

strategies have emerged to boost portfolio management and interest rates. This dynamic in portfolio 

rotation is also a good opportunity to accelerate the integration of ESG approaches and temperature 

trajectories. 

 

WHAT ARE THE IMPLICATIONS FOR ASSET MANAGEMENT AND ASSET 

ALLOCATION? 

Higher rates lead to an increase in the proportion of liquid bond portfolios, particularly by integrating 

sustainable bonds. For equities, historical higher dividend rates than bond rates now look less attractive 

compared to government bonds or credit. In addition, their volatility leads a certain number of players to 

reduce the share of equities or to favor efficient but less volatile vehicles. Money market instruments are 

also back in allocations: their competitive rate allows for more flexibility while waiting for opportunities. 
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AND WHAT ABOUT THE BOND PORTFOLIO? 

A market with higher rates leads to more active management to increase the rate served by portfolios. 

In addition to matured bonds, a rotation is possible by making arbitrages compliant with accounting 

constraints. 

In terms of allocation, after several years of seeking returns through credit or increasing duration, it is 

time to rebalance portfolios towards government bonds, ensuring portfolios’ quality and liquidity, or 

towards shorter bonds. Dynamic bond management is now required to reposition the portfolio. It aims 

to limit the impact of capital losses and actively take advantage of the capitalization reserve (for life 

insurance). 

 

WHAT SPECIFIC SOLUTIONS IN THIS CONTEXT? 

To accelerate bond portfolio movements, some financial techniques are possible, such as forward bond 

purchases. They make it possible to capture current interest rate levels by delaying the need for cash 

over time. 

To hedge against a future rise in interest rates from an asset/liability perspective, swaps reduce the 

duration of the portfolio, but deprive the investor of the benefit of a fall in interest rates. Swaptions can 

be interesting as they hedge only the rise in rates, but with the payment of a premium. 

Structured products also benefit from this context: The price of a zero-coupon bond, providing the 

guarantee of the future capital, automatically falls and thus leaves more room for equity indexations, for 

example. 

 

IS THE NEW ACCOUNTING FRAMEWORK FAVOURABLE TO THIS CONTEXT? 

‘New’ accounting standards have also come into force this year for insurers, leading them to review the 

nature of the bonds in the main portfolio and the types of investment vehicles. 

Only conventional fixed income securities deviate from market value if they check the SPPI1 test derived 

from IFRS 9. This capacity allows accounting to be consistent with liabilities, which are themselves 

subject to a new standard (IFRS 17). On the equity side, investments through funds weigh on the 

volatility of the income statement and some funds have been transformed into direct securities 

management, thus transferring movements only to the liabilities. 

1 SPPI : Solely Payment of Principal and Interests. The cash flows of the asset correspond solely to the repayment of principal 

and interest on the principal amount outstanding (examples: Trade receivables, loans, etc.). 
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Additional notes 

Asset management company regulated by AMF under n° GP-18000014 – Limited company with a share capital of 50 938 997 
€. 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 
produced 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 constitute 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, a label 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 anti-personnel mines and cluster bombs. 
 

This material has been provided for information purposes only to investment service providers or other Professional Clients, 
Qualified or Institutional Investors and, when required by local regulation, only at their written request.  This material must not 
be used with Retail Investors.  
To obtain a summary of investor rights in the official language of your jurisdiction, please consult the legal documentation section 
of the website (im.natixis.com/intl/intl-fund-documents) 
In the E.U.: Provided by Natixis Investment Managers International or one of its branch offices listed below. Natixis Investment 
Managers International is a portfolio management company authorized by the Autorité des Marchés Financiers (French 
Financial Markets Authority - AMF) under no. GP 90-009, and a public limited company (société anonyme) registered in the 
Paris Trade and Companies Register under no. 329 450 738. Registered office: 43 avenue Pierre Mendès France, 75013 Paris. 
Italy: Natixis Investment Managers International Succursale Italiana, Registered office: Via San Clemente 1, 20122 Milan, Italy. 
Netherlands: Natixis Investment Managers International, Nederlands (Registration number 000050438298). Registered office: 
Stadsplateau 7, 3521AZ Utrecht, the Netherlands. Spain: Natixis Investment Managers International S.A., Sucursal en España, 
Serrano n°90, 6th Floor, 28006 Madrid, Spain. Sweden: Natixis Investment Managers International, Nordics Filial (Registration 
number 516412-8372- Swedish Companies Registration Office). Registered office: Kungsgatan 48 5tr, Stockholm 111 35, 
Sweden. Or, 
Provided by Natixis Investment Managers S.A. or one of its branch offices listed below. Natixis Investment Managers S.A. is a 
Luxembourg management company that is authorized by the Commission de Surveillance du Secteur Financier and is 
incorporated under Luxembourg laws and registered under n. B 115843. Registered office of Natixis Investment Managers S.A.: 
2, rue Jean Monnet, L-2180 Luxembourg, Grand Duchy of Luxembourg. Germany: Natixis Investment Managers S.A., 
Zweigniederlassung Deutschland (Registration number: HRB 88541). Registered office: Senckenberganlage 21, 60325 
Frankfurt am Main. Belgium: Natixis Investment Managers S.A., Belgian Branch, Gare Maritime, Rue Picard 7, Bte 100, 1000 
Bruxelles, Belgium.  
In Switzerland: Provided for information purposes only by Natixis Investment Managers, Switzerland Sàrl, Rue du Vieux Collège 
10, 1204 Geneva, Switzerland or its representative office in Zurich, Schweizergasse 6, 8001 Zürich.  
In the British Isles: Provided by Natixis Investment Managers UK Limited which is authorised and regulated by the UK Financial 
Conduct Authority (register no. 190258) - registered office: Natixis Investment Managers UK Limited, One Carter Lane, London, 
EC4V 5ER. When permitted, the distribution of this material is intended to be made to persons as described as follows: in the 
United Kingdom: this material is intended to be communicated to and/or directed at investment professionals and professional 
investors only; in Ireland: this material is intended to be communicated to and/or directed at professional investors only; in 
Guernsey: this material is intended to be communicated to and/or directed at only financial services providers which hold a 
license from the Guernsey Financial Services Commission; in Jersey: this material is intended to be communicated to and/or 
directed at professional investors only; in the Isle of Man: this material is intended to be communicated to and/or directed at only 
financial services providers which hold a license from the Isle of Man Financial Services Authority or insurers authorised under 
section 8 of the Insurance Act 2008.  
In the DIFC: Provided in and from the DIFC financial district by Natixis Investment Managers Middle East (DIFC Branch) which 
is regulated by the DFSA. Related financial products or services are only available to persons who have sufficient financial 
experience and understanding to participate in financial markets within the DIFC, and qualify as Professional Clients or Market 
Counterparties as defined by the DFSA. No other Person should act upon this material.  Registered office: Unit  L10-02, Level 
10 ,ICD Brookfield Place, DIFC, PO Box 506752, Dubai, United Arab Emirates 
In Taiwan: Provided by Natixis Investment Managers Securities Investment Consulting (Taipei) Co., Ltd., a Securities 
Investment Consulting Enterprise regulated by the Financial Supervisory Commission of the R.O.C. Registered address: 34F., 
No. 68, Sec. 5, Zhongxiao East Road, Xinyi Dist., Taipei City 11065, Taiwan (R.O.C.), license number 2020 FSC SICE No. 025, 
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In Singapore: Provided by Natixis Investment Managers Singapore Limited (NIM Singapore) having office at 5 Shenton Way, 
#22-05/06, UIC Building, Singapore 068808 (Company Registration No. 199801044D) to distributors and qualified investors for 
information purpose only. NIM Singapore is regulated by the Monetary Authority of Singapore under a Capital Markets Services 
Licence to conduct fund management activities and is an exempt financial adviser. Mirova Division is part of NIM Singapore and 
is not a separate legal entity. Business Name Registration No. of Mirova: 53431077W. This advertisement or publication has 
not been reviewed by the Monetary Authority of Singapore. 
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 for the general information of financial advisers and wholesale clients only.   
In New Zealand: This document is intended for the general information of New Zealand wholesale investors only and does not 
constitute financial advice. This is not a regulated offer for the purposes of the Financial Markets Conduct Act 2013 (FMCA) and 
is only available to New Zealand investors who have certified that they meet the requirements in the FMCA for wholesale 
investors. Natixis Investment Managers Australia Pty Limited is not a registered financial service provider in New Zealand. 
 
The above referenced entities are business development units of Natixis Investment Managers, the holding company of a 
diverse line-up of specialised investment management and distribution entities worldwide. The investment management 
subsidiaries of Natixis Investment Managers conduct any regulated activities only in and from the jurisdictions in which they are 
licensed or authorized. Their services and the products they manage are not available to all investors in all jurisdictions. It is the 
responsibility of each investment service provider to ensure that the offering or sale of fund shares or third-party investment 
services to its clients complies with the relevant national law. 
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 act ivity. 
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 assurance 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 
relevant legislation 
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