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Executive Summary
The investment environment is challenging with current yields resulting in lower investment 
returns. The challenge is exacerbated by the longer-term potential of rising interest rates and 
inflation. In May 2012, GSAM Insurance Asset Management conducted a Chief Investment Officer 
(CIO) survey across 152 insurance companies globally, representing over $3.8 trillion in assets. The 
results of our survey suggest that while insurers are concerned about the environment, they are 
seeking to enhance returns. Insurers are migrating down the corporate credit quality spectrum via 
increasing allocations to high yield, bank loans and mezzanine debt. In addition, insurers intend to 
increase their allocations to such asset classes as real estate, emerging market debt and private 
equity. It is likely that insurers will fund movement into less liquid investments by reducing their 
positions in cash and short-term instruments. 

In our view, insurers are now better positioned to add risk incrementally to portfolios as they are 
well capitalized, continue to invest in their risk management infrastructure and are seeking 
return through prudent diversification. 

Some specific observations based on the findings include:

 The near-term investment outlook is bleak, with most insurers anticipating investment 
opportunities will deteriorate or remain the same in the next year.

 The sovereign debt crisis in Europe remains the predominant macroeconomic risk that 
concerns insurers.

 Insurers consider the prolonged low-yield environment to be the greatest investment risk to 
their portfolios, resulting in increased interest in higher-yielding asset classes.

 Globally, 26% of insurers expect to increase overall investment risk, while 14% expect to 
reduce risk. Increased diversification and better risk management systems should mitigate 
the impact of higher risk investment strategies. Insurers intend to increase allocations to 
high yield (36%), US investment grade corporates (35%), real estate (34%), emerging 
market debt (31%), private equity (27%), bank loans (25%) and mezzanine debt (23%).

 The most significant portfolio reductions are planned for cash/short-term instruments (39%) 
and European financial credit (24%).

 Over a quarter of respondents in the Americas and EMEA anticipate that deflation will be a 
concern in the next year. More than half of respondents across all markets expect inflation 
risk will be a concern in the next 2-3 years.

 The vast majority of insurers intend to invest more resources into their risk management 
infrastructure.
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I. Introduction to GSAM Insurance Asset 
Management’s Insurance CIO Survey 
The macroeconomic environment has been challenging, with global markets facing significant 
uncertainty. Investors have focused on contagion risk across the Eurozone, heightened by 
concerns of recapitalization of European banks and political unrest. In the US, recent weak 
economic data suggest the recovery may be losing momentum and has raised expectations of 
more Federal Reserve policy action. Heightened volatility and muted performance in US and 
European equity markets have led investors to de-risk and seek refuge in Treasuries, German 
bunds, the US dollar and Japanese yen. Moreover, the “growth market” economies, most 
notably China, have experienced slower growth rates, and the fear of a global economic 
slowdown has weighed on commodities markets. Meanwhile, insurers globally are preparing for 
a wave of regulatory reform from Solvency II and equivalents that will have a dramatic impact on 
investment policy and capital requirements.

CURRENT OPERATING ENVIRONMENT
Against this backdrop, GSAM Insurance Asset Management retained KRC Research, an 
independent research provider, to conduct a global insurance CIO investment survey. The 
purpose of this survey is to collect the views and insights of senior insurance investment 
professionals regarding macroeconomic issues, financial markets, asset allocation and portfolio 
construction. We received responses from 152 insurance companies globally, representing over 
$3.8 trillion in assets. The table below provides a profile of the respondents.

Summary of Survey Respondents

More than halfway through the year, Property and Casualty (P&C) insurers have experienced 
some favorable trends, with lower catastrophe losses and hardened pricing. Positive pricing 
momentum continues as P&C companies have increased rates in most lines of business after 
2011 proved to be one of the worst years in catastrophe losses on record. However, the 
prolonged low interest rate environment and sluggish economic growth have challenged 
investment income. 

Despite strong balance sheet and capitalization levels, Life companies also face several 
challenges. Low interest rates have dampened investment income and the ability to generate 
surplus capital. At the same time, Life companies are faced with intense competition in 
commoditized investment products. Shareholders continue to pressure Life companies to 
rationalize their capital positions in order to improve return on equity (ROE). 

Mindful of this macroeconomic and industry environment, we analyzed the responses of senior 
insurance investment professionals. The survey data suggest that insurers are highly cautious 
regarding the investment environment as concerns over Europe remain at the forefront. At the 

Life 
P&C/ 

Non-Life Multi-Line Reinsurance Health Total

Region

Americas 37 32 12 7 5 93

Pan Asia 10 1 3 - 1 15

EMEA 17 8 13 3 3 44

Total 64 41 28 10 9 152

Total Assets

More than $50bn 27 1 10 - - 38

$5-$50bn 21 15 11 4 5 56

$5bn or Less 16 25 7 6 4 58

Total 64 41 28 10 9 152

The purpose of this

survey is to collect the 

views and insights of senior 

insurance investment 

professionals regarding 

macroeconomic issues, 

financial markets, asset 

allocation and portfolio 

construction.
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same time, the prolonged low-yield environment has heightened the need for return enhancing 
strategies. The evolving Solvency II regime is still a concern for European insurers as they seek 
to prepare themselves for a fair value approach, however the full impact on asset allocation will 
likely be longer term.

KEY FINDINGS
The broad global participation of insurers provided significant data for analysis. Below is a 
summary of our key findings.

Investment Outlook: The near-term investment outlook is viewed as bleak with 86% of insurers 
indicating that they believe investment opportunities are getting worse or staying the same. 

Macroeconomic Risks: The European debt crisis (45%), credit and equity volatility (17%) and 
slow US economic growth (13%) are viewed as the greatest macroeconomic risks. Equity and 
credit market volatility expectations remain high, with over 90% of insurers anticipating that 
market volatility will increase or remain at current elevated levels.

Investment Risk: The low yield environment is the predominant investment issue for insurers 
(65%), but there is concern about rising interest rates (16%) and credit-spread widening (9%), 
particularly in the Americas and EMEA.

Return Expectations: In the near term, insurers anticipate US equities (18%), private equity 
(15%), mezzanine debt (9%) and high yield (9%) to offer the highest return of all asset classes 
surveyed. Insurers have the lowest return expectations for cash and European financial credit 
and intend to decrease their allocations to these asset classes in the next 12 months.

Asset Allocation: Insurers intend to increase their allocations to high yield (36%), US 
corporates (35%), real estate (34%), emerging market debt (31%), private equity (27%), bank 
loans (25%) and mezzanine debt (23%). Although insurers do not anticipate emerging market 
debt to be amongst the highest returning asset classes, insurers intend to increase their 
allocations to diversify away from economic risk in the US and Europe. Notably, more than half 
of Pan Asian respondents indicated a strong desire to increase their allocations to real estate.

Inflation/Deflation Risk: While inflation is generally not viewed as an immediate concern for 
insurers globally, nearly 30% of Pan Asian insurers are concerned about domestic inflation in the 
near term. More than half of respondents across all markets expect inflation risk will be a 
concern in the next 2-3 years in their respective domestic markets. There is some regional 
concern over the possibility of deflation, as over a quarter of respondents in the Americas and 
EMEA anticipate it will be a concern in the next year. 

Portfolio Construction: Approximately 40% of insurers intend to make adjustments to their 
portfolio construction across risk, liquidity and duration in the next 12 months. 

Non-Investment Risk: Regulatory capital treatment is the predominant non-investment 
concern for insurers in EMEA (57%), while duration matching is the most significant non-
investment concern for insurers in the Americas (33%) and Pan Asia (40%). Pan Asian insurers 
are particularly concerned with financial strength ratings, with 87% of respondents indicating 
that it will impact their asset allocation decisions.

Risk Management: The vast majority of insurers (82%) feel the need to improve their 
risk management infrastructure in light of the changing regulatory environment, particularly 
Solvency II.

Outsourcing: 80% of respondents indicated they currently outsource a portion of their investment 
portfolios. Smaller insurers ($5 billion or less in assets) tend to outsource almost their entire 
portfolios, while larger companies (assets greater than $50 billion) outsource smaller percentages 
of their portfolios. Seventeen percent of insurers intend to outsource more in the near term to 
asset classes such as emerging market debt, high yield, bank loans and private equity.
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II. Macroeconomic Concerns 
We asked CIOs to select and rank the most significant macroeconomic risks to their portfolios 
and found broad consensus. Three-quarters of respondents indicated that the European debt 
crisis is a significant risk to their investment portfolios, with 45% indicating that they view it as 
the greatest risk. Respondents ranked credit and equity volatility, slow US economic growth and 
accommodative monetary policies (17%, 13% and 10%, respectively), as their next  
greatest concerns. 

Macroeconomic concerns differ by region and insurer type. In the Americas and EMEA, 57% of 
respondents cited market volatility as a main concern. Given the continued uncertainty around 
the implications of Solvency II, 39% of EMEA ranked European financial market regulatory 
change as one of their main macroeconomic challenges. The concern over an economic 
slowdown in China is concentrated in Pan Asia with approximately half of insurers in the region 
ranking sluggish growth in China as one of their three greatest macroeconomic risks. 

Sixty-eight percent of P&C companies indicated that they are worried about slow growth in the 
US economy, while Reinsurers are more concerned about inflation, with 60% indicating it will 
be a significant risk in the next 12 months. 

Which of the following issues pose the GREATEST RISK TO YOUR INVESTMENT 
PORTFOLIO over the next 12 months?
 

INVESTMENT RISKS 
Sixty-five percent of insurers cite low yields as the greatest investment risk to their portfolios as 
the persistent low-yield environment has placed increased pressure on insurers’ earnings. 

Following low yields, the survey data indicates that insurers (16%) are concerned about the 
impact of rising rates. Of those responding that rising interest rates are a concern, 80% were 
insurers in the Americas. The risk of a dramatic rise in rates can be particularly troublesome for 
Life companies as it can lead to higher annuity surrender risk. At the same time, rising rates can 
result in a decline in the market value of an insurer’s fixed income investment portfolio. 

The concern over Europe’s path forward is top of mind for EMEA insurers that have heavy 
European fixed income exposure, with 20% of respondents from the region indicating that 
widening credit spreads is their greatest portfolio risk. 

% Total Ranked (1-3)

75

58

47

28

23

21

16

15

12

3

% Ranked First Choice 

45

17

13

10

5

3

2

1

2

1Volatile Oil Prices and Supplies

US Financial Market Regulatory Change

Economic Slowdown in China

Inflation

Deflation

Accommodative Monetary Policies

Slow US Economic Growth

Credit and Equity Market Volatility

European Debt Crisis

European Financial Market Regulatory Change

Three-quarters of the 

insurance companies said 

that the European debt crisis 

is a significant risk to their 

investment portfolios.
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Please select the INVESTMENT RISK that you are most concerned about.

MARKET VOLATILITY 

Low yields may be the predominant investment risk, but there is wide consensus among 
insurers globally that financial markets will continue to be highly volatile for the next 12 months. 

Over 95% of insurers globally believe that equity volatility will increase or remain at its current 
elevated levels and 92% of respondents believe credit market volatility will increase or remain at 
its current level. More than half of insurers surveyed believe equity and credit volatility will be 
higher next year. 

Equity market volatility followed by equity losses can create significant headwinds for an insurer, 
particularly Life insurers that offer variable annuities with minimum guarantee death and/or living 
benefits. This can lead to increases in reserve requirements as the net amount at risk increases 
and lapse rates decline, causing capital strain. Equity market volatility can also lead to higher 
hedging costs and can lower account balances, which can result in lower fees based on the 
market value of assets underlying variable annuity products.

Reinsurers have particularly high volatility expectations with 100% responding that credit market 
volatility will stay at its elevated level or increase. Of those insurers that believe equity volatility 
will decrease, 57% intend to decrease their exposure to local government debt, likely in favor of 
higher-yielding assets.

Do you expect EQUITY and CREDIT MARKET VOLATILITY to increase, decrease or remain 
the same over the next 12 months?

 

Americas Pan AsiaGlobal EMEA

Prepayment/
Call Risk

Liquidity
Risk

Currency
Appreciation/
Depreciation

Equity
Market
Volatility

Credit-
Spread

Widening

Rising
Interest
Rates

Low 
Yields

65 67 

60 
64

16 

22 

13 

7 9 
5 

0 

20

5 4 

13 

5 3 1 

13 

2 1 1 0 
2

0 0 0 0

% of Respondents

Decrease
Remain the same

Increase
Decrease
Remain the same

Increase

51%45%

5%

54%
38%

9%

Equity Market Volatility Credit Market Volatility
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MARKET INDICATORS 
We asked insurers to identify which market indicators they believe will be higher or lower in  
12 months in order to gauge their outlook on the global economy. Although results were mixed, 
surprisingly, more than three-quarters of insurers believe that US equities will rise in the next  
12 months. 

The survey data suggests that Pan Asian and EMEA insurers are more bullish than their 
counterparts in the Americas with regards to US and European equities and the price of oil. 
Almost 60% of EMEA-based insurers believe European equities will rise, compared to only 38% 
of insurers in the Americas. Roughly 60% of insurers in the Americas believe oil prices will decline 
in the next 12 months, compared to approximately 40% of Pan Asian and EMEA insurers. 

Globally, approximately 70% of insurers expect government yields to rise from their depressed 
levels including the Japanese government 10-year, 10-year UK gilt and 10-year German bund. 
The data suggest that insurers anticipate the US dollar will strengthen relative to the euro, with 
85% anticipating the euro will slide in value. 

Do you expect the following INDICATORS to be higher or lower in 12 months?
 

III. Investment Opportunities and  
Asset Allocation 
Insurers are pessimistic regarding near-term investment opportunities with 86% indicating that 
investment opportunities are either getting worse or staying the same compared to a year ago. 
Nearly half of respondents in the Americas and EMEA and almost three-quarters in Pan Asia 
believe investment opportunities are deteriorating. 

Even with this pervasive bearish sentiment, insurers believe that higher-risk assets will 
outperform as the low-yield environment drives appetite for alternative sources of return. Survey 
respondents expressed increased demand for high yield, real estate, private equity, bank loans 
and mezzanine debt. Conversely, insurers are looking to move out of cash/short-term 
instruments (39%), and decrease their exposure to European financial credit (24%), and local 
government debt (20%).

Indicator Q1 2012 Lower (%) Higher (%)

S&P 500 1,408

10-Year U.S. Treasury Yield 2.21%

10-Year Japanese Government Yield 0.99%

10-Year UK Gilt Yield 2.20%

NIKKEI 10,084

10-Year German Bund Yield 1.79%

U.S. CPI Annual 2.70%

USD / JPY Exchange Rate ¥82.87 

WTI Oil $103 

Euro Stoxx 50 2,477

Gold $1,668 

Euro/USD Exchange Rate $1.33 

76

71

69

68

64

63

58

54

50

43

36

15

24

29

31

32

36

37

42

46

50

57

64

85
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Overall, do you feel that INVESTMENT OPPORTUNITIES compared to a year ago are 
improving, getting worse or staying the same? 

HIGHEST RETURNING ASSET CLASSES 
Although there is broad agreement among insurers on which macroeconomic concerns are of 
the greatest concern, expectations on asset class performance are more dispersed. In the near 
term, the highest return expectations of all asset classes surveyed are for US equities (18%), 
private equity (15%), mezzanine (9%) and high yield (9%).

EMEA insurers are more bullish on US equities than US-based insurers with more than a half  
of EMEA respondents indicating that they believe US equities will be among the top three 
returning asset classes. Nearly 30% of Multi-Line and P&C insurers also anticipate that US 
equities will be the highest returning asset class. 

Please rank the three asset classes that you expect to have the HIGHEST and LOWEST 
TOTAL RETURN in the next 12 months. 

14%

41%

45%

7%20%

73%

Getting worse Staying the sameImproving

16%

39%

45%

Americas

14%

38%

48%

Global Pan Asia EMEA

European Financial Credit
European Equities
Mortgage-Backed Securities
Cash/Short-Term Instruments
Commodities
European Investment Grade Corporates
US Financial Credit
Local Government Debt 
Real Estate
Energy Master Limited Partnerships (MLPs)
Hedge Funds
Bank Loans
Emerging Market Debt
Emerging Market Equities
US Investment Grade Corporates
High Yield Debt
Mezzanine Debt
Private Equity
US Equities 18

15

9

9

7

7

6

5

5

4

3

2

2

2

2

1

1

1

0

0

1

1

0

2

1

1

0

2

0

2

14

0

2

5

34

1

15

20

% Highest Total Return % Lowest Total Return

Of all the asset classes 

surveyed, insurers said they 

expect US equities to deliver 

the highest returns, followed 

by private equity, mezzanine 

and high yield. 
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ASSET ALLOCATION CHANGES
High Yield Debt
Consistent with insurers’ return expectations for high yield, over a third of insurers globally 
anticipate increasing their asset allocations to the asset class, with 47% of Pan Asian 
respondents and 39% in the Americas planning to increase their exposure. EMEA remains more 
cautious on the asset class with only a quarter of respondents looking to increase their 
allocations. This may be due in part to the higher capital charge for non-investment grade debt 
under Solvency II and continued macroeconomic uncertainty in the region.

More than half of those insurers that plan on increasing investment risk are looking to do so 
through increased exposure to high-yield debt. Large insurers demonstrated greater interest in 
high yield, with 42% indicating that they will increase their allocations. Health and P&C 
companies also demonstrated a strong interest with 56% and 37% indicating the intention to 
increase their allocations, respectively. Of those insurers that intend to allocate to high yield, 
76% think that inflation will be a risk in the next 1-3 years. 

US Investment Grade Corporates 
More than a third of all respondents indicated a desire to increase their allocations to US 
investment grade corporates. This result was fairly consistent across region, assets and insurer 
type, with insurers in the Americas (41%) demonstrating a slightly stronger preference for the 
asset class. More than half of insurers seeking to decrease portfolio risk intend to increase their 
allocations to US investment grade corporates, perhaps due to the belief that the US economy 
still has relatively less risk than the rest of the global economy. 

Real Estate
From the alternative asset class choices presented in the survey, insurers indicated the strongest 
preference for real estate, with 34% of all insurance respondents indicating that they intend to 
increase their allocations. More than half of Pan Asian respondents indicated a strong desire to 
increase their allocations to the asset class, which may in part be explained by the level of 
concern over inflation. Real estate is typically considered to be a long-term inflation hedge. 

Approximately 40% of both Life and Multi-Line insurers intend to increase their portfolio 
allocations to real estate. Large insurance companies demonstrated a strong appetite for real 
estate, with 47% of insurers with assets greater than $50 billion indicating the intention to 
increase their allocations. Real estate can provide portfolio diversification away from volatile public 
credit and equity and the longer-term nature of the cash flow profile may also appeal to insurers. 

Emerging Market Debt 
While insurers did not select emerging market debt as one of the highest returning asset 
classes, approximately one-third of respondents indicated a desire to increase their allocations 
to emerging market debt. In addition, 50% of large insurers indicated the intention to increase 
their allocations. Emerging market debt can play a valuable role in diversifying a portfolio away 
from developed market risk. Emerging market debt has often been thought of as a 
predominantly high-yield strategy, but in this global economy, an emerging market debt portfolio 
can be comprised entirely of investment grade issuers. Nearly 70% of insurers that intend to 
allocate to EMD in the next year believe inflation will be a risk in their domestic markets in the 
next 1-3 years.

Private Equity 
Over a quarter of all respondents (27%) intend to increase allocations to private equity. Pan 
Asian respondents appear to have the greatest appetite for this asset class with 47% indicating 
the desire to increase exposure. Although private equity presents insurers with challenges of 
illiquidity given the longer-term nature of the investment, Life companies can utilize the asset 
class to back long tail liabilities such as structured settlements. Private equity can also serve to 
diversify against the traditional corporate credit risk that dominates insurers’ portfolios while 
offering enhanced yield.
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Bank Loans 
A quarter of all respondents intend to increase their allocations to bank loans, with 31% of 
insurers in the Americas indicating they would like to increase their exposure. Given that bank 
loans are a low duration asset class that can offer inflation protection and relative price stability in 
a rising interest rate environment, it follows that over 40% of respondents that are planning on 
decreasing duration risk are looking to allocate to bank loans. 

Mezzanine Debt
Nearly a quarter of all respondents indicated they would like to increase their allocations to 
mezzanine debt. Mezzanine lending to middle market companies can be attractive particularly 
during periods of high market volatility when financing from traditional lenders, such as banks, 
becomes scarce and when the high yield market is skittish. The current imbalance in the supply/
demand of financing can enable investors to negotiate more favorable terms. Mezzanine debt 
provides insurers with current income and can be capital efficient when assets are placed 
directly on the balance sheet rather than invested through a pooled vehicle. 

Over a quarter of insurers that consider low yields to be their greatest investment risk are 
planning on increasing their allocations to mezzanine debt. In addition, of those that anticipate 
allocating to mezzanine, 94% indicated they consider inflation a risk in the next 1-5 years.

European Investment Grade Corporates 
Over 20% of insurers indicated they intend to increase their allocations to European investment 
grade corporates, of which 47% are insurers based in EMEA. This suggests that insurers have 
greater return expectations for European high quality corporate fixed income and are continuing 
to diversify out of European equities and financial credit.

Are you planning to increase, decrease or maintain YOUR ALLOCATION to the following 
asset classes in the next 12 months? (%)

+33

+30

+30

+29

+24

+20

+18

+14

+11

+8

+7

+6

+6

+5

+5

+2

-2

-19

-34Cash/Short-Term Instruments
European Financial Credit
Local Government Debt 
European Equities
Energy Master Limited Partnerships (MLPs)
US Financial Credit
Commodities
Hedge Funds
Mortgage-Backed Securities
European Investment Grade Corporates
US Equities
Emerging Market Equities
Private Equity
Mezzanine Debt
Bank Loans
Real Estate
Emerging Market Debt
US Investment Grade Corporates
High Yield Debt

Total NET
(% Increase – %Decrease)

Cash/Short-Term Instruments
European Financial Credit
Energy Master Limited Partnerships (MLPs)
Commodities
European Equities
US Financial Credit
Hedge Funds
Emerging Market Equities
Local Government Debt 
Mortgage-Backed Securities
European Investment Grade Corporates
US Equities
Mezzanine Debt
Bank Loans
Private Equity
Emerging Market Debt
Real Estate
US Investment Grade Corporates
High Yield Debt

Maintain DecreaseIncrease Do not invest

37

14

39

49

41

48

61

35

26

24

18

57

56

20

53

70

80

36

2

3

5

5

1

9

1

3

10

13

12

20

2

8

9

8

1

1

24

39

24

46

22

19

22

26

13

34

40

45

45

26

22

57

29

22

14

35

54

36

35

34

31

27

25

23

21

21

19

18

16

14

14

10

7

6

5

5
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Are you planning to increase, decrease or maintain YOUR ALLOCATION to the following 
asset classes in the next 12 months? (Total net)

LOWEST RETURNING ASSET CLASSES 
In the wake of the financial crisis, insurers were diligent in increasing their cash balances and 
took a conservative approach to asset allocation. Several years after the beginning of the crisis, 
insurers are facing dampened investment income and need to generate higher returns. At the 
same time, macroeconomic risks have led insurers to reduce exposure to Europe. 

When we asked insurers to rank their expectations for the lowest returning asset classes in the 
next 12 months, over a third of insurers selected cash and short-term instruments. Accordingly, 
39% of insurers globally plan to decrease their allocations.

In alignment with insurers’ concern regarding the European debt crisis, respondents expect 
European financial credit (20%), European equities (15%) and local government debt (14%) to 
be among the lowest returning asset classes. Nearly a quarter of all respondents indicated they 
intend to decrease their exposure to European financial credit, with 47% of large insurers 
looking to move out of the asset class.

One in five of all insurers globally will decrease their allocations to local government debt.  
Pan Asian insurers are particularly focused on reducing their exposure, with 40% of insurers  
in the region planning to move assets out of local government debt likely in favor of higher-  
yielding assets. 

+33

+30

+30
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+24
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+14
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+6

+6
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+5

+2
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-34Cash/Short-Term Instruments
European Financial Credit
Local Government Debt 
European Equities
Energy Master Limited Partnerships (MLPs)
US Financial Credit
Commodities
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Mortgage-Backed Securities
European Investment Grade Corporates
US Equities
Emerging Market Equities
Private Equity
Mezzanine Debt
Bank Loans
Real Estate
Emerging Market Debt
US Investment Grade Corporates
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Total NET
(% Increase – %Decrease)

Cash/Short-Term Instruments
European Financial Credit
Energy Master Limited Partnerships (MLPs)
Commodities
European Equities
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Emerging Market Equities
Local Government Debt 
Mortgage-Backed Securities
European Investment Grade Corporates
US Equities
Mezzanine Debt
Bank Loans
Private Equity
Emerging Market Debt
Real Estate
US Investment Grade Corporates
High Yield Debt

Maintain DecreaseIncrease Do not invest

37
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9

8
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14
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34
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14

14

10

7

6

5

5
Insurers are increasing 

allocations to high yield, US 

investment grade corporates, 

EMD and real estate, while 

moving out of European 

financial credit and cash.



Goldman Sachs Asset Management | 13

GSAM Insurance Asset Management Insurance CIO Survey

IV. Investment Considerations 
INFLATION/DEFLATION
While inflation is generally not viewed as an immediate concern, more than 80% of insurers 
surveyed believe it could be a factor within the next 2-5 years. Moreover, there is significant 
concern regarding near-term inflation in Pan Asia, with nearly 30% of Pan Asian insurers 
indicating that it will be a concern in their domestic markets in the next year. 

Generally speaking, insurers do not believe deflation will be a near-term concern in domestic 
markets. There is, however, some regional concern about the potential for deflation. Over a 
quarter of respondents in the Americas and EMEA think deflation will be a factor within the next 
year. Twenty-three percent of insurers in EMEA believe deflation will remain a concern for the 
next 2-3 years. Given the concern over inflation in Asia, it follows that 73% of Pan Asian insurers 
do not think deflation will be a concern in their domestic market. 

When do you expect INFLATION RISK and DEFLATION RISK will be a concern in your 
domestic market?

PORTFOLIO CONSTRUCTION 
Approximately 40% of insurers surveyed indicated that they intend to make adjustments to 
their portfolio construction across risk, liquidity and duration in the next 12 months. In 
aggregate, insurers intend to marginally increase risk in their portfolio, although respondents 
from Pan Asia demonstrated considerably more risk appetite than respondents in EMEA or the 
Americas. Although insurers intend to increase their allocations to higher-risk assets, portfolio 
diversification may mitigate the impact to overall portfolio risk. 

Approximately one-third of EMEA and Pan Asian insurers intend to increase the duration of their 
portfolios. With respect to the evolving Solvency II framework, there may be a benefit for 
European insurers to move into longer duration government debt or utilize swaps for yield 
enhancement given there is no capital charge associated with government debt and there is a 
capital benefit for better duration matching. 

With regards to corporates, European insurers will be incentivized to increase their allocation to 
shorter duration assets since Solvency II capital charges are based upon the price volatility of the 
assets. Given the uncertainty in Europe, it is not surprising that more than 80% of EMEA insurers 
are looking to either maintain or decrease overall portfolio risk. Moreover, it is expected that under 
Solvency II European insurers will also face significantly higher capital charges for riskier assets.
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In contrast, nearly half of Pan Asian insurers are looking to increase risk in their investment 
portfolios. Large insurers and Life companies both demonstrated an appetite for more risk (37% 
and 33%, respectively), which is understandable given their strong capital positions. Health 
companies remain more cautious on the investment environment with 100% indicating that 
they intend to maintain the current risk level of their portfolios.

A little more than a quarter of respondents in the Americas intend to decrease liquidity in 
investment portfolios potentially for less liquid asset classes such as private equity and mezzanine.

Are you planning to increase, decrease or maintain the OVERALL RISK, DURATION and 
LIQUIDITY in your investment portfolio in the next 12 months? 
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V. Non-Investment Considerations
Insurers chose regulatory capital treatment (34%) and duration matching (30%) as the most 
relevant non-investment considerations. However, there are some notable differences by insurer 
type and region.

REGULATORY CAPITAL AND DURATION MATCHING
In EMEA, 57% of respondents selected regulatory capital treatment as the most important 
non-investment risk. The high level of concern over regulatory capital treatment is understandable 
within the context of the evolving Solvency II framework, which will require insurers to value 
assets and liabilities at fair value and to hold more capital for higher risk assets. A significant 
duration mismatch can also result in substantial capital charges. 

Health (56%) and Multi-Line (43%) insurers consider regulatory capital to be the most important 
non-investment consideration. However, there is greater dispersion among what P&C 
companies consider to be the greatest non-investment risk, with 24% indicating that rating 
agency financial strength ratings was of most importance and 22% indicating that duration 
matching was of most importance. 

While only 34% of insurers globally indicated that regulatory capital is the most important 
non-investment consideration, 74% of all respondents believe regulatory capital will impact 
investment allocation decisions. The vast majority of Pan Asia and EMEA insurers (93% each) 
and 92% of large insurers indicated that regulatory capital will impact near-term investment 
allocation decisions.

Duration matching is the predominant concern for insurers in the Americas and Pan Asia (33% 
and 40%, respectively) and is the predominant non-investment concern for Life insurers (38%). 

Please select the NON-INVESTMENT CONSIDERATION that you are most concerned about.
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To what extent will REGULATORY CAPITAL REQUIREMENTS influence your asset 
allocation decisions in the next 12 months? (%)

FINANCIAL STRENGTH RATINGS 
Insurers in Pan Asia (87%) and EMEA (82%) view financial strength ratings as impactful on asset 
allocation decisions, compared to 70% of insurers in the Americas. Across different insurer types, 
financial strength ratings appear to be more of an influential factor on investment decisions for Life 
and Multi-Lines (80% and 82%, respectively), compared to 63% for P&C companies. 

Interestingly, while P&C insurers indicated that financial strength ratings are a key non-
investment consideration, these insurers appear to be less concerned about the impact of their 
investment decisions on their ratings. This may the case because P&C insurers’ risk-based 
capital formula is less impacted by investment allocation decisions than Life companies. 

To what extent will FINANCIAL STRENGTH RATINGS FROM RATING AGENCIES influence 
your asset allocation decisions in the next 12 months? (%)

Global

Americas

Pan Asia

EMEA

Health

Life

Multi-Line

P&C

Reinsurance

$5bn or less

$5-50bn

More than $50bn

22

20

20

27

11

22

32

17

30

29

20

16

Somewhat influence Will not influence at allSignificantly influence

25

30

13

18

22

20

18

37

30

28

29

16

53

49

67

55

67

58

50

46

40

43

52

68

Global

Americas

Pan Asia

EMEA

Health

Life

Multi-Line

P&C

Reinsurance

$5bn or less

$5-50bn

More than $50bn

26

15

40

43

11

36

50

2

0

19

23

39

Somewhat influence Will not influence at allSignificantly influence

26

39

7

7

44

14

11

42

70

40

25

8

48

46

53

50

44

50

39

56

30

41

52

53



Goldman Sachs Asset Management | 17

GSAM Insurance Asset Management Insurance CIO Survey

RISK MANAGEMENT
Over 80% of insurers globally indicated regulatory reform would require more investment in risk 
management, risk modeling and risk reporting. In EMEA, 95% of insurers plan to invest in risk 
systems to some extent, with 50% investing substantially. 

European insurers are likely increasing their investment in risk management systems to prepare 
for Solvency II requirements. Robust risk management is critical under Solvency II particularly 
with regards to “look through treatment,” which requires a comprehensive understanding of the 
underlying risk of all investments including pooled vehicles. Similarly, 93% of Pan Asian 
respondents will invest more in risk management, with 33% investing significantly more. 

Will UPCOMING REGULATORY CHANGES result in your organization investing more 
resources in risk modeling, risk management and risk reporting? (%)

VI. Global Asset Management and 
Outsourcing 
CURRENCY MANAGEMENT
Most insurers (68%) responded that they do not have a need for greater local currency asset 
management in the near term. However, insurers that intend to develop additional local currency 
capabilities plan to do so mainly in Europe (12%). Of those insurers that need local currency 
asset management in Europe, approximately 67% are insurers based in the Americas. Pan 
Asian insurers are looking to build their local currency asset management presence within the 
region, with 40% indicating they intend to build a greater presence in China. 

OUTSOURCING
From our global insurance response base, 80% indicated that they currently outsource at least a 
portion of their asset management to a third party. Of those that do not currently outsource, 
23% intend to outsource in the next 12 months. 
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Interestingly, insurers are either inclined to outsource a small portion of their portfolios, or most 
of their investment portfolios. Over a third of respondents indicated they currently outsource 
between 1%-25% of their portfolios, while an almost equal amount indicated they outsource 
between 76%-100% of their portfolios. Smaller insurers tend to outsource almost their entire 
portfolio, with 67% outsourcing between 76%-100%. Companies with assets greater than $50 
billion are more inclined to outsource smaller percentages of their portfolios (74% outsource 
between 1%-25%). Larger insurers may outsource smaller portions of their portfolios for 
non-core strategies such as private equity and emerging market debt. 

Do you CURRENTLY OUTSOURCE some or all of your asset management to a third party 
asset manager? Do you anticipate outsourcing some or all of your asset management to 
a third party asset manager in the next 12 months? 

 

 

Almost two-thirds (63%) of global respondents indicated they do not intend to outsource more 
of their asset management in the next year. Those who intend to outsource are planning to 
utilize third party asset managers for asset classes such as emerging market debt (11%), high 
yield debt (8%), bank loans (7%) and private equity (7%). 

Do you ANTICIPATE OUTSOURCING more assets in the next 12 months? 
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Which of the following asset classes are you CONSIDERING OUTSOURCING to a third 
party asset manager in the next 12 months?

Performance, fees and knowledge of insurance industry regulations and trends are clearly the 
most important factors to insurers globally when selecting a third party asset manager.

What are the most important FACTORS TO CONSIDER when selecting a third party 
asset manager?
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Conclusion
The investment environment is challenging with current yields resulting in lower investment 
returns. The challenge is exacerbated by the longer-term potential for rising interest rates and 
inflation. The results of our survey suggest that while insurers are concerned about the 
environment, they are seeking to enhance returns. Insurers are migrating down the corporate 
credit quality spectrum via increasing allocations to high yield, bank loans and mezzanine debt. In 
addition, insurers intend to increase their allocations to such asset classes as real estate, 
emerging market debt and private equity. It is likely that insurers will fund movements into less 
liquid investments by reducing their positions in cash and short-term instruments.

In our view, insurers are now better positioned to add risk incrementally to portfolios as they are 
well capitalized, continue to invest in their risk management infrastructure and are seeking 
return through prudent diversification.
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